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primary agricultural credit society plays a pivotal role in supporting rural economies by providing

essential financial services to farmers and agricultural workers. These societies act as grassroots

financial institutions, facilitating credit availability for agricultural activities, thereby boosting productivity

and livelihood in rural areas. The primary agricultural credit society (PACS) is a fundamental

component of the cooperative credit structure designed to empower small and marginal farmers. This

article explores the structure, functions, benefits, and challenges of PACS, along with its regulatory

framework and role in the agricultural finance ecosystem. Understanding the significance of primary

agricultural credit societies helps in appreciating their contribution to rural development and agricultural

sustainability. The following sections provide a detailed examination of various aspects of PACS to

offer a comprehensive overview of their operations and impact.
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Overview of Primary Agricultural Credit Society

The primary agricultural credit society (PACS) is a cooperative society established at the village level

to provide short-term credit and other financial services to farmers and rural communities. These

societies are the first tier of the three-tier cooperative credit structure in many countries, especially

India. PACS primarily aim to ensure timely and affordable credit to agricultural producers, helping them

overcome financial constraints during crop production and related activities. They operate as member-

owned institutions, focusing on promoting rural credit accessibility and fostering agricultural

development. The widespread presence of PACS makes them a vital institution in bridging the gap

between institutional credit and rural borrowers.

Historical Background

The concept of primary agricultural credit societies originated in the early 20th century as a means to

combat rural indebtedness and dependence on informal moneylenders. Over the decades, PACS have

evolved and expanded their services beyond credit to include marketing of agricultural inputs and

produce, storage facilities, and extension services. Their role has been recognized as essential in

achieving financial inclusion and supporting agricultural growth.

Functions and Services of PACS

Primary agricultural credit societies perform a variety of functions aimed at supporting the financial and

economic needs of rural members. Their core function is to provide credit facilities for agricultural

production and allied activities. However, their services often extend to non-credit functions that

contribute to rural development.

Credit Services

PACS provide short-term loans to farmers for purchasing seeds, fertilizers, pesticides, and other



inputs, as well as for meeting other agricultural expenses. These loans are typically offered at lower

interest rates compared to informal sources, ensuring affordable credit access. Additionally, PACS may

provide medium-term and long-term credit for activities like purchasing equipment, livestock, or land

improvement.

Non-Credit Services

Besides credit, PACS also offer various non-credit services such as:

Distribution of agricultural inputs like seeds and fertilizers

Procurement and marketing of farm produce

Storage and warehousing facilities

Providing extension services and agricultural advice

Promoting savings and deposit mobilization among members

Organizational Structure and Membership

The organizational structure of primary agricultural credit societies is designed to facilitate democratic

management and member participation. Membership is generally open to all residents of the village or

rural area who are engaged in agriculture or allied activities.

Membership Criteria

Membership in a PACS is generally based on geographic location, agricultural activity, and willingness



to abide by the cooperative’s bylaws. Members contribute a nominal share capital and participate in

society meetings and decision-making processes. The member base typically includes small and

marginal farmers, tenant farmers, agricultural laborers, and rural artisans.

Management and Governance

PACS are governed by an elected board of directors drawn from their membership. The board is

responsible for policy formulation, financial management, and overseeing day-to-day operations. The

management ensures adherence to cooperative principles such as voluntary membership, democratic

control, and equitable distribution of benefits. Professional staff may be appointed to handle

operational tasks under the supervision of the board.

Benefits of Primary Agricultural Credit Societies

Primary agricultural credit societies offer multiple benefits to rural communities, contributing significantly

to agricultural and rural development. These advantages highlight the importance of PACS in

promoting financial inclusion and economic growth.

Accessible and Affordable Credit

PACS provide farmers with easy access to credit at reasonable interest rates, reducing dependence

on informal moneylenders who often charge exorbitant rates. This financial support helps farmers

invest in quality inputs and technology, leading to higher productivity and income.

Promotion of Savings and Financial Discipline

Through savings mobilization, PACS inculcate a culture of financial discipline among rural members.

Regular savings not only provide a safety net but also enhance the society’s capital base, facilitating

greater lending capacity.



Strengthening Rural Economy

By supporting agricultural activities and allied sectors, PACS contribute to the overall development of

the rural economy. They help stabilize rural incomes and reduce vulnerability to external shocks such

as crop failure or price fluctuations.

Empowerment of Rural Communities

Cooperative ownership and democratic management empower rural members by giving them control

over financial resources and decision-making processes. This fosters community participation and

collective responsibility.

Challenges Faced by PACS

Despite their critical role, primary agricultural credit societies face various challenges that hinder their

effectiveness and sustainability. Understanding these challenges is essential to formulating strategies

for strengthening PACS.

Financial Constraints and Non-Performing Assets

Many PACS struggle with limited capital and liquidity, restricting their ability to meet increasing credit

demand. Additionally, defaults and non-performing assets (NPAs) reduce financial viability and

discourage further lending.

Management and Governance Issues

Weak governance, lack of professional management, and political interference can undermine the

operational efficiency of PACS. Inadequate training and capacity-building often result in poor record-

keeping and loan recovery practices.



Technological and Infrastructure Limitations

Many societies lack modern technology and infrastructure to streamline operations and improve

service delivery. Limited access to digital banking and financial products reduces competitiveness and

member convenience.

Regulatory Framework and Government Support

Primary agricultural credit societies operate under a regulatory framework designed to ensure their

sound functioning and protect member interests. Governments and regulatory bodies provide

oversight, financial support, and policy guidance to strengthen PACS.

Legal and Institutional Framework

PACS are generally registered under cooperative societies acts or agricultural credit societies acts,

which lay down rules for registration, management, auditing, and dispute resolution. Regulatory

authorities monitor compliance and provide advisory support.

Government Initiatives and Subsidies

Governments often extend financial assistance, refinancing facilities, and subsidies to PACS to

enhance their lending capacity and sustainability. Initiatives such as capacity-building programs,

technological upgrades, and integration with national rural development schemes further support PACS

operations.

Role of PACS in Rural Development

The role of primary agricultural credit societies extends beyond credit provision to encompass broader

rural development objectives. By facilitating financial inclusion, PACS contribute to poverty alleviation,



food security, and sustainable agricultural practices.

Facilitating Inclusive Growth

PACS enable marginalized and small-scale farmers to access institutional finance, thereby promoting

equitable growth and reducing rural disparities. Their inclusive approach helps integrate diverse rural

populations into the formal financial system.

Supporting Agricultural Sustainability

By financing modern inputs, irrigation, and sustainable farming techniques, PACS promote

environmentally friendly agriculture. Their advisory services help farmers adopt best practices that

increase productivity while conserving natural resources.

Enhancing Rural Livelihoods

The financial and non-financial services provided by PACS improve income stability and create

opportunities for rural employment. This contributes to overall rural welfare and social development.

Frequently Asked Questions

What is a Primary Agricultural Credit Society (PACS)?

A Primary Agricultural Credit Society (PACS) is a grassroots-level cooperative credit institution that

provides short-term and medium-term loans to farmers and rural members for agricultural and allied

activities.



What are the main functions of a Primary Agricultural Credit Society?

The main functions of PACS include providing crop loans, agricultural equipment loans, financing allied

agricultural activities, promoting savings among members, and supplying agricultural inputs like seeds

and fertilizers.

How does a Primary Agricultural Credit Society benefit farmers?

PACS benefits farmers by offering easy access to affordable credit, reducing dependence on informal

moneylenders, enabling timely purchase of inputs, and supporting agricultural productivity and rural

development.

Who can become a member of a Primary Agricultural Credit Society?

Typically, any farmer or rural resident engaged in agriculture or allied activities within the society's

operational area can become a member by fulfilling the membership criteria and paying the required

share capital.

How are Primary Agricultural Credit Societies regulated and

supervised?

PACS are regulated under the Cooperative Societies Act and supervised by state-level cooperative

departments and the National Bank for Agriculture and Rural Development (NABARD) to ensure

financial discipline and efficient functioning.

What challenges do Primary Agricultural Credit Societies face today?

Challenges include limited capital base, poor recovery of loans, lack of modern technology adoption,

inadequate management skills, and competition from commercial banks and microfinance institutions.

How is technology transforming Primary Agricultural Credit Societies?

Technology enables PACS to improve record-keeping, facilitate digital transactions, provide better



customer service, enhance transparency, and connect members to broader financial services through

mobile and online platforms.

Additional Resources

1. Primary Agricultural Credit Societies: Foundations and Functions

This book offers an in-depth exploration of the establishment and operational framework of Primary

Agricultural Credit Societies (PACS). It covers the historical development, legal structure, and the role

PACS play in rural credit delivery. Readers will gain insights into how these societies support farmers

and contribute to agricultural development.

2. Financial Management in Agricultural Credit Societies

Focusing on financial practices, this book delves into the management of funds within Primary

Agricultural Credit Societies. It discusses budgeting, accounting, credit risk assessment, and loan

recovery techniques. The book is essential for practitioners aiming to enhance the financial

sustainability of PACS.

3. The Role of PACS in Rural Development

This title examines how Primary Agricultural Credit Societies contribute to the socio-economic

upliftment of rural communities. It highlights case studies and success stories where PACS have

facilitated access to credit, improved agricultural productivity, and empowered small farmers. The book

also addresses challenges faced by these societies.

4. Legal and Regulatory Framework of Primary Agricultural Credit Societies

This book provides a comprehensive overview of the laws and regulations governing PACS. It covers

cooperative laws, compliance requirements, and government policies affecting these societies. Ideal for

legal professionals and cooperative members who need to understand the regulatory environment.

5. Innovations in Agricultural Credit: The PACS Perspective

Exploring modern innovations, this book discusses new credit delivery models, digital technologies,

and financial products tailored for PACS. It also looks at how technology can improve transparency,



efficiency, and member engagement in agricultural credit societies.

6. Challenges and Opportunities for Primary Agricultural Credit Societies

This book analyzes the key challenges faced by PACS, such as limited capital, governance issues,

and competition from other financial institutions. It also explores emerging opportunities like

government schemes, partnerships, and diversification strategies to strengthen PACS.

7. Member Participation and Governance in Primary Agricultural Credit Societies

Focusing on the organizational aspect, this book studies the role of member participation, leadership,

and governance structures within PACS. It highlights best practices for democratic functioning and

building trust among members, which are critical for the success of these societies.

8. Credit Delivery Systems in Indian Agriculture: The Role of PACS

This book offers a detailed analysis of credit delivery mechanisms in India’s agricultural sector,

emphasizing the pivotal role played by PACS. It includes statistical data, policy reviews, and

comparative studies to provide a holistic understanding of the credit system at the grassroots level.

9. Sustainable Development and Primary Agricultural Credit Societies

This title links the concept of sustainability with the operations of PACS, discussing how these

societies can promote environmentally friendly farming practices. It explores strategies for integrating

social, economic, and environmental goals to ensure long-term benefits for rural communities.
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