
PROCEEDIN\1S OF THE 
SEcdND MEETING .. ~ . . 

..... ---.. 

-( 3~8.43()(; 
R·-e,., 

\. N·:l.,. -



.e. '''1-_. I I). 

'1, L t· L'1 ,~ 



42856 
Ad Hoc Advisory Committee 

on Handloom Finance 33B.4'?>~~ 

R· \J.). \ 
,,~ .2. 

, 
PRDCEEDINGS DF THE SECOND MEETING 

RESERVE BANK OF INDIA 
BOMBAY 



-, 
", 

U. A.S. BANGALORE 
UNIVEPS1TY LIBRARY. 

(
.-" (") r.'" ~ 
_-,' , . ~() 

.... ·il.~·9.····· .... ··• ... •• .. -
..... ~ .......... fllII........... • 

..... , .... ----........ 

\'\ ' ·~I 

Printed by Rev. Fr. Theodore Pereira, al the EluIminer Prell, 36, Dalal Street, 
Fort. Bombay I, and published by J. C. Ryan for the Reserve Bank of India. 

Agricultural Credit Deparlment, Bombay. 



CONTENTS 

INTRODUCI1ON 

NOTIlONE 

Review of action taken on the recommendations of the first meetina of the 
A.d hoc Advisory Committee on Handloom Finance 

NOTE TWO 

Review of pfOll'CSS made in the implementation of the pilot scheme rela
tilll to the Reserve Bank of India Scheme of Handloom Finance 

NOTE THREE 

Need to fix a suitable prpportion between the owned funds of soeietie<s and 
their investments in thl! shares of other co-operative institutiona-SpinD
ing mills etc. 

NOTE FOUR 

Order of the Kerala Government relllrding financing of the Travancore 
Sreemoolam Handloom Weavers' Central Co-operative Society 

NOTE FIVE 

Guarantee of losses incurred by central co-operative banks in respect of 
finance made to weavers' co-operative societies-Procedure for assessment 

NOTE SIX 

Financing of district industrial co-operative associations 

NOTE SEVEN 

State participation in the share capital structure of primary handloom 
weavers' co-operative societies to strenathcn their owned capital position 
and to enable the societies to increase their maximum borrowing power 

NOTE EtOHT 

To ensure loyalty and encourage production, payment of contribution 
from Cess Fund to the thrift fund of weaver members who have been 
loyally working for the societies for a minimum period of one year 

NOTE NINE 

Review of the decisions of the seminars of weavers' co-operative soeieties 
held in different States 

PROCEEDINGS 

4 

14 

26 

37 

42 

45 

47 

49 

100 





INTRODUcnON 

TJiE Ad hoc Advisory Committee on Handloom Finance was 
constituted by the Reserve Bank in December 1959 in consulta
tion with the Textile Commissioner, Bombay and Chairman, 
All-India HandJoom Board for (i) periodica])y reviewing the 
progress made in the scheme of providing finance for the produc
tion and marketing of handloom cloth ; (ii) discussing difficulties 
met with in implementing' the scheme and the improvements 
that could be effected and (iii) reviewing the progress made in 
the pilot centres started in different parts of the country for 
intensive implementation of the scheme. The members of the 
Committee are: Shri B. Venkatappiah, Deputy Governor, 
Reserve Bank of India, Bombay (Chairman) ; the Textile Com
missioner and Chl6rman, All-India Handloom Board, Bombay; 
the Director of Handlooms, Andhra Pradesh, Hyderabad ; the 
Registrar of Co-operative Societies, Bihar State, Patna; Prof. 
D. G. Karve, Chairman, Standing Sub-Committee of the Central 
Committee for Co-operative Training; Shri K. S. Subramania 
Gounder, President, Salem Central Co-operative Bank Ltd .• 
Madras State; Shri D. S. Sali, Member, All-India Handloom 
Board and Chairman, East Khandesh District Industrial Co
operative Association Ltd., Jalgaon and Shri J. C. Ryan, Chief 
Officer, Agricultural Credit Department, Reserve Bank of India, 
Bombay (Member-Secretary). 

In addition, the Committee may invite, if necessary, the 
Registrar of Co-operative Societies of a State or any representative 
of the hand loom industry when problems on handloom finance 
relating to any particular State come up for discussion by the 
Committee. 

The second meeting of the Ad hoc Advisory Committee 
on Handloom Finance was held in Bombay on 18 April 1961. 
The following members attended the meeting: Shri B. Venka
tappiah, Deputy Governor, Reserve Bank of India, Bombay; 
Prof. D. G. Karve, Chairman, Standing Sub-Committee of the 
Central Committee for Co-operative Training; Shri W. R. Natu, 
Textile Commissioner and Chairman, All-India Handloom Board, 
Bombay; Shri U. V. Gopala Rao, Director of Handlooms, 
Andhra Pradesh, Hyderabad ; Shri K. S. Subramania Gounder, 
President, Salem Central Co-operative Bank Ltd., Madras State; 
Shri D. S. Sali, Member, All-India Handloom Board and Chair
man, East Khandesh District Industrial Co-operative Association 
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Ltd., lalgaon; and Shri 1. C. Ryan, Chief Officer, Agricultural 
{""redit Department, Reserve Bank of India, Bombay. 

The Registrar, Co-operative Societies, Bihar, who is a member 
of the Committee and the Registrar, Co-operative Societies, 
Orissa, who was an invitee regretted their inability to attend the 
meeting owing to other engagements. 

Among the officers of the All-India Handloom Board and 
the Reserve Bank who attended the meetillg were Shri M. S. 
Ramnath, Director, All-India Handloom Board; Shri M. 
Padmanabhan, Assistant Director, All-India Handloom Board; 
Shri K. A. Padmanabhan, Deputy Chief Officer; Shri O. 
Chandrasekharan, Assistant Chief Officer; Shri G. V. Rama
murthy; Shri P. D. Menon and Shri N. H. Bhatt, Rural Credit 
Officers of the Agricultural Credit Department, Reserve Bank 
of India, Bombay and Shri K. S. Krishnan, Rural Credit Officer, 
Agricultural Credit Department, Bombay Regional Office. 

This pUblication gives the notes circulated in connection 
with the meeting and the proceedings. The notes have been 
suitably edited for this publication. The subjects included in 
the agenda were as follows: 

(I) Review of action taken on the recommendations of the 
tirst meeting of the Ad hoc Advisory Committee on 
Handloom Finance 

(2) Review of progress made in the implementation of the 
pilot scheme relating to the Reserve Bank of India 
Scheme of Handloom Finance 

(3) Need to fix a suitable proportion between the owned 
funds of societies and their investments in the shares of 
other co-operative institutions - Spinning mills etc. 

(4) Order of the Kerala Government regarding financing 
of the Travancore Sreemoolam Handloom Weavers' 
Central Co-operative Society 

(5) Guarantee of losses incurred by central co-operative 
banks in respect of finance made to weavers' co-operative 
societies - Procedure for assessment 

(6) Financing of district industrial co-operative associations 
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(7) State participation in the share capital structure of 
primary handloom weavers' co-operative societies to 
strengthen their owned capital position and to enable 
the societies to increase their maximum borrowing 
power 

(8) To ensure loyalty and encourage production, payment of 
contribution from Cess Fund to the thrift fund of weaver 
members who ha'le been loyally working for the societies 
for a minimum period of one year 

(9) Review of the decisions of the seminars of weavers' 
co-operative societies held in different States. 



REVIEW OF ACTION TAKEN ON THE RECOMMENDA
TIONS OF THE FIRST MEETING OF THE AD HOC 
ADVISORY COMMITTEE ON HANDLOOM FINANCE 

This note refers briefly to the action taken on the recommen
dations made at the last meeting of the Ad hoc Advisory Committee 
on Handloom Finance. 

Item 1: Pro.,ision of working capital for weavers' co-operative 
socieiies by the Reserve Bank 0/ India-Progress 

While discussing about the progress made in the provision 
of working capital for weavers' co-operative societies by the 
Reserve Bank of India, the Committee concluded that (i) "there 
was some analogy between agricultural finance and handloom 
finance" and that "it was neces~ary to investigate into the relative 
procedures followed in the two types of finance and adopt such 
a procedure (based on our experience of agricultural finance) 
as would eliminate delay in the drawal and disbursement of loans 
in respect of handloom societies." 

(ii) "the next point to be investigated was whether a continu
ing guarantee could be taken from State Governments. If this 
was not possible, could some other procedural devices be adopted 
to avoid delays?" and 

(iii) "the officers of the All-India Handloom Board should, 
in future, be associated, wherever possible, with specific studies 
made by the Reserve Bank officials in regard to the position of 
hand loom societies and their finance in specific schemes." 

The procedures followed by central co-operative banks in 
obtaining agricultural finance and handloom finance were examin
ed by the Agricultural Credit Department and it was found that 
delays could be avoided, to some extent, if the applications of 
central banks were routed through the State Governments which 
had to guarantee the loans. A circular Ictter was issued by the 
Department to the Registrars of Co-operative Societies of all 
States requesting them to send the applications of central banks 

4 
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under Section 17(2)(bb) or (4)(c) of the Re~ Bank of India 
Act, duly recommended by them and the state co-operative banks. 
through the State Government and to request the State Govern
ments to forward the applications to the Reserve Bank of India 
together with their letter agreeing to stand suarantee for the 
total amoUDt of credit limits recommended. 

Guarantee Deed by Government 

As regards the execution of a guarantee deed by the State 
Government for a period of five years instead of one year as at 
present, the Legal Department of the Bank which was consulted 
in the matter had advised that there was no objection legally to 
the State Government executing a guarantee deed for a period 
of five years and \hat "it is, however, an administrative matter 
for the State Government to consider whether or not to give a 
guarantee for five years, at a time, thereby binding itself to the 
liability under such a guarantee." On the questions whether the 
State legislature could give a guarantee for five years when its 
own life might be for a shoTter period and whether the new legisla
ture could be made responsible for drawals made when the 
guarantee was approved by the previous legislature, the Legal 
Department was of the opinion that while the limit was fixed by 
the State legislature, the guarantee was given by the State Govern
ment and tbat the dissolution of the legislature could not terminate 
the operativeness of the limit set by it. 

The question for consideration now is whether it would 
be administratively good, to suggest to State Governments, to 
execute a guarantee deed for five years. If a guarantee for five 
years is obtained, the State Government will have no opportunity 
to review the working of weavers' co-operative societies in their 
State every year. Administratively, therefore, it would be better 
to give an opportunity to the State Government to review, 
annually, the position of finance to weavers' societies, particularly 
in States in which these societies have not developed well. It 
would be worthwhile doing so if the delay in execution of the 
guarantee deed can be minimised by adopting some other pro
cedure. In this connection, the procedure followed by the 
Government of Andhra Pradesh, given below, eliminates the 
delay to a large extent. 

In Andhra Pradesh, the Registrar, Co-operative Societies 
forwards to the Reserve Bank direct tbe loan applications of 
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central banks with his recommendation and that of the state 
co-operative bank. Simultaneously, he requests the State 
Government to agree to stand guarantee for an estimated total 
amount which he proposes to recommend to central banks and 
apex weavers' societies. The Government communicates to 
the Reserve Bank its willingness to guarantee the loan for the 
amount indicated by the Registrar, Co-operative Societies, early 
in the financial year i. e. by April or May. The Reserve Bank 
sanctions credit limits to central banks as soon as the communica
tion from the Government agreeing to guarantee the loan is 
received. The State Government then executes the guarantee 
deed in favour of the Reserve Bank as soon as the first batch 
of sanction orders is issued by the Reserve Bank. The central 
banks avail themselves of the credit limits soon after. 

In view orwhat is stated above, it is suggested that the present 
system of giving guarantee by the State Government every year 
may continue and State Governments may be requested to inform 
the Reserve Bank, at the beginning of each financial year, the total 
amount upto which they would extend their guarantee. 

The suggestion to associate officers of the All-India Handloom 
Board with the officers of the Reserve Bank in the studies made by 
them in regard to the position of hand loom societies and their 
financing in pilot areas is being followed. They were associated 
in the following studies: 

(i) Study in the pilot scheme area of Andhra Pradesh in 
September 1960 and in January 1961. 

(ii) Study in the pilot scheme area in Maharashtra State 
in January 1961. 

(iii) Study in the pilot scheme area in Gujarat State in 
October 1960. 

Item 2.. Continuance of the payment of interest sub.ridy and 
guarantee of losses during the whole of the Third Plan 
period. 

The Committee recommended that (i) "the interest subsidy 
and guarantee of losses under the scheme should be continued 
during 1959·60 and 1960·61 and during the whole of the Third 
Ptan period ; these should be extended to loans made by the 
central banks to weavers' societies out of their own funds." 
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(ii) "there should be a policy announcement by the Govern
ment on the above two points well in advance of the year or years 
to which they relate." 

Tbe All-India Handloom Board informed the Agricultural 
Credit Department of the Reserve Bank that tbese concessions 
bad been extended upto the end of the year 1960-61. Regarding 
a policy announcement well in advance that these concessions 
would be continued during the Third Plan period. the Handloom 
Board informed the Department that the matter was under 
consideration of the Government of India. 

Item 3: Rebate on sale of handloom cloth· - Dispensing with , 
We requested the All-India Handloom Board to consult 

the Reserve Bank of India whenever there was a move to modify 
any of the concessions, enjoyed by handloom weavers' co-opera
tive societies, such as rebate etc. 

Item 4: Scale of working ('opi/al pro'lliJed for production and 
marketing (if hand/oom cloth 

As regards the proposal to increase the scale of working 
capital per loom, the Committee "considered that it would be 
better if a further discussion was held by Shri Ryan with Shri 
Subramanian in the light of the discussion at the Committee 
meeting and the conclusions arrived at that meeting could be 
placed before the next meeting of thl! Ad hoc Advisory 
Committee." Accordingly, Shri Ryan and Shri Subramanian, 
Secretary, All-India Handloom Board, discussed the matter on 
30 November 1960. It was agreed that the scale of working 
capital should be raised to a ceiling of Rs. 500 per loom. It was 
also felt necessary to increase the pattern of assistance given 
to weaver members, to build up thl! paid-up share capital of 
the societies. in order to enable them to borrow working capital 
toans at a higher ratc. Extracts from thc Ictter to the All-India 
Handloom Board informing it of the above decisions are reprodu
ced below for the information of the Committee. 

_"5. On the basis of the data gathered by our officers, the workin. 
capital requirements of looms have been assessed as follows: 
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Cowlt of yam used 
Len;th 0( the warp Working capital 

(Range of lenath in required per loom 
yards) 

Rs. 
2(JI to 4()1 •• 

do 
21-11,5 300 

200-380 SOO 
17- 32 400 6()1 

do 
so-
100-

200-380 .500 
28- 48 400 

200-380 800 

The result of the study was placed before the Ad hoc Advisory 
Committee of the Bank on 16 September 1960. The Committee 
was of the opinion that the existing limit of Rs. 300 per loom 
could be relaxed, but the relaxation should not exceed Rs. 500 
per loom. This relaxation may be made by the co-operative 
financing bank which sanctions the loan to a weavers' co-operative 
society on the basis of the number of looms working in the society 
and the counts of yarn used. When the central banks apply to 
the Reserve Bank for credit limit they might indicate the extent 
of relaxation made and the grounds therefor. We suggest that 
the Government of India may accept the above recommendation 
of the Ad hoc Advisory Committee of the Reserve Bank of India 
in the matter." 

"6. When the scale of working capital is raised from Rs. 300, 
it may be necessary to bring about a few more changes in the 
pattern of assistance offered to members of societies for building 
up the share capital of primary weavers' societies. At present, 
members of primary societies are given share capital loans to 
enable them to contribute to their shareholding of at least Rs. SO 
per loom, the amount of Government loan being restricted to 
75 per cent of the value of the share holding. The proportion 
between the share capital held by a member (Rs. SO) and the 
working capital loan required by the society for providing work 
to him viz., Rs. 300 is I :6. When the quantum of working 
capital is increased, members may have to be helped to invest 
proportionately larger share capital in the society so as to enable 
it to borrow the required working capital. Ordinarily. the 
borrowing power of societies varies from five to six times the share 
capital plus reserve fund. In societies to which working capital 
bas to be provided at the rate of Rs. 500 -- 800 per loom, the 
value of the share has to be raised from Rs. SO upto Rs. 100. 
Members should be given loans upto Rs. 75 to enable them to 
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take one full share each. Simultaneously. the period of repay
ment of the share capital loan should be increased from two to 
four years. The average production per day per loom is about 
3 yards and for a year of 300 working days, on an average, a 
weaver will get Rs. 300 as wages in a year. Thrift deposit is 
collected at the rate of 6:l per cent of the wages and the total 
thrift deposit collected from a member in a year may amount 
to Rs. 18.75 nP. A weaver will, therefore. be able to repay the 
share capital loan to the ex.tent of Rs. 18.75 nP. per year. It 
may not be possible for him to repay the share capital loan of 
Rs. 75/- in a period of less than four years. It may, therefore. 
be necessary to fix the period of repayment as four years instead 
of two years as at present. We suggest that suitable modifica
tions may be made to the Gcr.eral Principles of assistance laid 
down by the All-India Handloom Board." 

Further communication in the above matter is awaited 
from Government of India before the Reserve Bank of India 
can take action to sanction credit limits at a higher rate than 
Rs. 300 per loom. 

Item 5: Periodical statements of cloth anti yarn stocks - Sub
mission by borrowing societies 10 financing banb 

"The Committee agreed to the adoption of the procedure· and 
recommended it to the All-India Handloom Board for being 
rec::ommended to the States." 

The All-India Handloom Board was informed of this decision 
and it informed all the State Governments in its letter No. HB. 
236/60/Pol/920 dated the 15th February 1961. 

Item., 6 and 7: Pilot Centrt' 

The Committee decided that the Kaira District Central 
Co-operative Bank might be suggested to the Gujarat Govern
ment for selection as the pilot area. 

The Agricultural Credit Department informed the Govern
ment of Gujarat accordingly. 

* Procedure suggested in Note Five of the first mccainl of thc Ad hoc AC:vi
sury Committee on Handloom Finance. 
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Joint studies by the officers of the Reserve Bank of India and 
Ihe All-India Handloom Board in the pilot areas and making avail
able materialfor consideration at the next meeting of the Committee 

The Agricultural Credit Department have already begun 
to implement this recommendation. 

Inviting representatives of the central banks in the pilot areas 
10 the next meeting of the Committee and discussing the problems 
relating to the implementation of the pilot scheme, one day prior 
to the meeting of the Committee 

There is not adequate information as to the extent of the 
progress made by the concerned States in the implementation 
of the pilot scheme and consequently there is not enough ma
terial for discussion with representatives of the central bank,; 
in the area. It is proposed to sather more particulars soon and 
to call for a meeting of the representatives of central banks some
time towards the end of May 1961. 

Review of the working of the pilot schemes in various States 
at the seminars held in those States 

We requested the Registrars of Co-operative Societies, 
Kerala, Maharashtra, Madhya Pradesh and Bihar to include in 
the agenda of the seminar, a review on the working of the pilot 
schemes in their States. 

Item 8,' Staff required for supervision and audit of weavers' 
co-operative societies in Slales 

While examining the question of shortage of stafT employed 
in several States for supervision and audit of weavers' co-operative 
societies, the Committee noted with regret that the full comple
ment of staff had not been appointed and resolved that 

"Steps should be taken immediately by the All-India 
Handloom Board and the State Governments to appoint 
at least the minimum stafT, and that the non-availability 
of trained inspectors and supervisors might be one of the 
reasons why some States had not appointed adequate staff 
and suggested that the Ad "oc Advisory Committee might 
discuss at its next meeting the question whether any special 
arrangements should be made to open special course of 
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training for inspectors and supervisors of, handloom and 
other industrial societies," 

2. From the statistics available with us, it is found that 
many of the State Governments have not appointed inspectors 
and supervisors for supervision and audit of weavers' co-operative 
societies to the extent noted below : 

Designation 
of staff 

Junior Supervisors 
Scnior SUPervisors 

, .. 
Inspectors for central 

Staff to be 
appointed aecord· 

ing to the Staff 
standlrd laid appointed 
down by the 
Govcrnment 

or India 

773 441 
2S9 149 

banks .. 578 55 
In!lp~ctors for ap~lt ba~ks 30 II 
Auditors " •• 177 67 

Yet to be 
appointed 

332 -- -,' 
110 

523 
19 

no ,----
There were two factors responsible for not filling up such 

a large number of posts. One was the unwillingness or inability 
of the State Governments to bear their share of expenditure on 
the additional staff; the other was the difficulty in recruiting the 
requisite number of candidates required to fill up the posts. As 
regards the first one. the General Principles framed by the Hand
loom Board required that the total cost of such staff and all other 
organisational expenditure should be limited to the level of ex
penditure incurred by the States in 1957·58 and that any excess 
over and above this limit should be met by the State and Central 
Governments on a 50 : 50 basis. In many States, organisa
tional expenditure had reached the 1957-58 level and the States 
were requesting the Central Government to meet the entire extra 
expenditure. Now that the General Principles have been revised 
under which the State Governml!nts have been allowed discretion 
to utilise upto t 5 per cent of the eeiling share for organisational 
expenses, it is hoped that the State Governments would agree 
to the appointment of the additional staff. as the total expendi
ture is likely to be within this 15 per cent ceiling. The All-India 
Handloom Board communicated the revised principles to the 
State Governments only on 12 January 1961. The All-India 
Ha'ldloom Board may be requested to specially draw the atten
tion of the State Governments to the revised formula and to 
take immediate steps to appoint the staff. 
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3. Regarding personnel for supervision and audit, they 
are generally drawn from the personnel of the Co-operative De
partment from the ranks of Inspectors and Sub-Registrars. Simi
lar procedure is followed in the case of Inspectors to work 
for the central and apex banks under the scheme. Some State 
Governments seem to be experiencing difficulties in recruiting 
adequate number of candidates through their Public Service 
Commissions presumably because of the low pay-scales or other 
considerations. 

When candidates are recruited for the posts of supervisors 
and inspectors, they are given training for about eleven to twelve 
months in the theory and principles of co-operation and in field 
work. There are five regional training centres run by the Central 
Committee for Co-operative Training for training intermediate 
personnel and fifty-eight institutes run by the State Governments 
or co-operative institutions for training junior personnel. The 
inspectors recruited by the Government can be got trained in 
either of these types of institutes. 

4. The inspectors employed for supervision and audit are 
not, at present, being given any special course of training either 
in handloom or in other industries. They carryon their duties 
with their knowledge of the working of these societies acquired 
by them during their basic co-operative training in junior training 
schools. There is a proposal to start short-term courses covering 
a period of six months for the junior personnel employed for 
supervision and management in industrial co-operative societies 
including hand looms. The Central Committee for Co-operative 
Training has suggested the scheme and the Standing Committee 
for Industrial Co-operatives of the Government of India has ap
proved of it. This special course may be useful only for those 
who have already had basic training in co-operation. It is sug
gested that the State Governments may depute some of their 
personnel employed for supervision of weavers' co-operative 
societies for undergoing training in these special courses as 
and when the scheme is introduced. 

5. The All-India Handloom Board gives financial assistance 
to State Governments for giving training to the following cate
gories of employees only : 

(i) Employees of primary and apex weavers' co-operative 
societies (for those already employed or proposed to 
be employed) for a period of 3 to 6 months. 
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(ii) .Training in salesmanship for employees of sales depots. 

(iii) Training of supervisory staff in technical aspects of 
handloom industry. . 

There is no scheme of the All-India Handloom Board for 
giving training to personnel of the State Governments or of 
central and apex banks employed for supervision and audit of 
weavers' co-operative societies. 

6. With the change in the pattern of meeting organisational 
expenditure, it is presumed that the State Governments will be 
taking steps to employ adequate staff. The Agricultural Credit 
Department may ascertain from the State Governments the steps 
taken by them t6 appoint the staff and whether they have the 
necessary facilities to ge~ them trained in the existing training 
institutes and if they require any further facilities. 



NOTE Two 

REVIEW OF PROGRESS MADE IN THE _IMPLEMENTA
TION OF THE PILOT SCHEME RELATING TO THE 
~ESERVE BAN~ OF INDIA SCHEME OF HANDLOOM 

FINANCE 

The progress made in implementing the Reserve' Bank' of 
India Scheme of handloo1.ll finance in the pilot areas in different 
States is shown below = 

1. StAtE: 

Pitot area: 

Date or starting the 
scheme " ' 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate? 

, , 

ANDHRA PRADESH 

East Godavari District 

12 April 1960 

Special Officer of the status of Joint 
Registrar of Co-operative Societies, 
one Co-operative Sub-Registrar, one 
clerk, one peon. 

One Junior Supervisor for tcn socie
ties. One Senior Supervisor for 
three Junior Supervisors. The staff 
is adequate for supervision. Staff 
of Inspectors has not been sanc
tioned for central banks and apex 
banks. 

Visit of the officers of the During September-October 1960 
Agricultural Credit De- and in the last week of January, 
partment : 1961. 

Report of the work done: There has been an all round pro
gress in the implementation of the 
scheme. The scheme which covers 
the entire East Godavari District 
has 105 weavers' co-operative socie
ties. All the four central banks 
in the District which hitherto ad-

14 



2. STATE : 

Pilot area: 

Date of starting the 
scheme: 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate ? 

NOTB TWO IS 

vanced funds to the societies as 
shortaterm loans are now providing 
funds in the shape of cash credit. 
The societies have started operating 
on the cash credit accounts in the 
proper way which we have indicated. 
The quantum of finance made availa 
able to the primary societies has 
also increased. The central banks 
have advanced funds out of their 
own funds besides Reserve Bank 
of India funds. In order to meet 
the increasing needs of the societies' 
which are taking steps to increase 
the number of active looms and 
also to increase per loom produCa 
tion, the central banks in the area 
have proposed to give more credit 
to the societies and have applied 
to the Reserve Bank of India for a 
total credit limit of Rs. 17.10 lakhs 
in 1961..62 as against Rs. 5.91 lakhs 
in 1960-61. 

MADRAS 

Salem Co-operative Central Bank 

10 December 1960. 

One Deputy Registrar, one typist 
and one peon. The staff was ap
pointed for a period of one year 
from the date of appointment for 
work connected with the pilot scheme 
in the Salem District. 

One Junior Supervisor for 10 socie
ties. One Senior Supervisor for 3 
Junior Supervisors. No staff has 
been appointed for central banks 
and apex bank. 
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\'isit of the officers : 

Report of the work 
done: 

3. STATE : 

Pilot area: 

Date of starting the 
scheme: 

Special staff appointed 
for the pilot scheme: 

Normal staff-Is it ade
quate? 

Visit of the officers : 

Report of the work 
done: 

Not yet visited. 

The number of active looms at the 
end of February 1961 in the Salem 
District was 27,209. The produc
tion per loom worked out to 80 
yards per 100m per month which 
is low. No more details are avail
able. Very soon, one of the officers 
of the Department would visit the 
area and study the progress and 
report before the next meeting. 

MAlfARASJ-lTRA 

Sholapur District Industrial Co
operative Bank. 

I October 1960. 

One District Co-operative Officer, 
one clerk Gunior), one attendant. 
The staff has been appointed and 
the scheme has been sanctioned for 
a period of four months in the first 
instance. The said period which 
expired on 23 November 1960 has 
been extended. 

Except two auditors, no other staft' 
has been appointed by the Govern
ment. The staff works under the 
control of the Assistant Registrar 
(Industrial Co-operatives). It is 
not adequate. 

During the month of January 1961. 

The scheme was not implemented 
on the Jines indicated by the AlI
India Handloom Board. Supervi
sory staff has not been appointed 



4. STATE: 

Pilot area: 

Date of starting tbe 
scheme: 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate ? 

Visit of the officers : 

NOTE TWO 17 

on the scale prescribed by the 
Government of India in September 
t 956. The officers of the Depart
ment observed that there were se
veral defects in the working of the 
societies. Intensive supervision was 
necessary in the technical, admi
nistrative and accounting side to 
improve the working of the societies. 
The staff now employed in the area 
could not devote much time for 
effective supervision of weavers' so
cieties as, much of their time was 
devoted to the checking of rebate 
bills and visits to other types of 
industrial societies. The staff looks 
after other industrial societies be
sides hand loom societies. The only 
officer who could devote his whole 
time attention to weavers' societies 
was the Special District Co-opera
tive Officer. 

GUJARAT 

Ahmedabad and Kaira Districts 
(Two Districts). 

Not started. 

No special staff has been appointed. 

One District Officer. two Supervi
sors, one senior clerk and one 
peon. Not adequate. In the office 
of the District Officer. there is no 
staff exclusively for supervision of 
hand loom societies. Two supervi
sors are in charge of 60 societies 
each. 

From 24 to 26 October 1960. 



18 AD HOC ADVISOllY COMMITIl!E 

Report of the work done : 

S. STATE : 

Pilot area: 

Date of starting the 
scheme: 

Special staff appointed 
for the pilot scheme : 

The Kaira District Central Co~ 
operative Bank and the District 
Officer for Cottage Industries and 
Industrial Co~operatives did not 
know particulars of the scheme when 
the officer of the Department went" 
there. The scheme was fully ex
plained to the Bank and the local 
officer. There were 22 weavers' 
societies in Kaira District. It was 
estimated that there were 5632 looms 
in the District, of which 2498 were 
brought into the co-operative fold. 
Of these, only 566 were working 
and active. or the 22 societies, 
five societies were dormant. Not 
much of assistance was being ren
dered in the matter of suggesting 
designs by weaving experts or de
signers and the weavers mostly 
produce their traditional types of 
cloth. One main factor that had 
contributed to the non-drawal of 
funds by the Kaira District Central 
Co-operative Bank in 1957-58 and 
1959-60 was the absence of appli
cations from the primaries, duly 
recommended by the Co-operative 
Department. The Bank expects 
that the societies should ask for 
funds. The societies are not aware 
of our scheme; they should be 
assisted in the preparation of credit 
limit applications. 

BIHAR 

Siwan Central Co-operative Bank. 

The scheme has not been imple
mented. 

Not appointed. 



Normal stafT-ls it ade
quate? 

Visit of the officers : 

Report of the work 
done: 

6. STATE : 

Pilot area: 

Date of starting the • 
scheme: 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate? 

Visit of the officers : 

Report of the work 
done: 

7. STATB: 

Pilot area: 

Date of starting the 
scheme: 

NOTE TWO 

No data available. 

Not yet visited. 

No report has been received. 

MADHYA PRADESH 

Jabalpur Central Co-operativc 
Bank. 

Not available. It is understood 
that necessary instructions to im
plement the scheme at Jabalpur 
were issued by the State Govern
ment to the Director of Industries, 
Madhya Pradesh, Indore. 

Details not available. 

No data available. 

Not yet visited. 

No report has been received. 

OJuSSA 

Cuttack United Central Co-opera
tive Bank 

The State Government had decided 
to drop the scheme during the cur
rent year due to the difficulty to 
accommodate the expenditure of 
the scheme within the ceiling and 
had, therefore, proposed to implc-
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Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate ? 

Visit of the officers : 

Report of the work 
done: 

8. STATE: 

Pilot area: 

Date of starting tbe 
scheme: 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate '? 

Visit of the officers : 

Report of the work 
done: 

ment it next year. The financial 
position of the Central Bank and 
other irregularities in its working 
require improvement. Until this is 
done, this bank's area may not be 
suitable for the Pilot Scheme. We 
may request the State Government 
to choose a more promising area 
for the Pilot Scheme. 

Not appointed. 

No data available. 

Not yet visited. 

No report has been received. 

KERAL/o. 

Trivandrum District Co-operative 
Bank. 

Not yet started. 

The State Government accorded 
sanction for the creation of the 
following posts : 

Special Officer of the status of a 
Deputy Registrar of Co-operative 
Societies, one clerk-cuM-typist, one 
peon. The term of the posts would 
be till the end of February 1961 for 
the present. 

No data available. 

Not yet visited. 

No report has been received. 



9. STATE : 

Pilot- ~rea : 

Date of starting the 
scheme: 

Special staff appointed 
for the pilot scheme : 

Normal staff-Is it ade
quate ? 

Visit of the officers : 

Report of the work 
done: 

NOTE TWO 21 

MYSORB 

(I) Bijapur District Industrial 
Co-operative Bank and 

(2) Chitradurga District. 

Not yet started. 

The State Government sanctioned 
two posts of Special Officers of the 
grade of Deputy Directors of In
dustries and Commerce, one clerk
cum-steno-typist and one peon for 
a period not exceeding one year. 

No data available. 

Not yet visited. 

No information is available. 



NOTE THREE 

NEED TO FIX A SUITABLE PROPORTION BETWEEN 
OWNED FUNDS OF SOCIETIES AND THEIR INVEST
MENTs IN THE SHARES OF OTHER COROPERATIVE 

INSTITUTIONS-SPINNING MILLS ETC. 

Primary weavers' co-operative societies and apex weavers' 
co-operative societies have been investing a good portion of 
their owned funds in the shares of co-operative spinning mills, 
central banks, apex weavers' societies, Government securities, 
debentures of the land mortgage banks, the National Savings 
Certificates etc. The scrutiny of the loan applications under 
Section 17(2) (bb) of the Reserve Bank of India Act for finance 
to the weavers' co-operative societies has revealed that in a few 
cases, these investments were in excess of the owned funds of 
societies indicating that a portion of the borrowed funds also 
were invested outside. Such outside investments have reduced 
the amount of owned capital which could be utilised in the busi
ness of the societies. Some of the societies have not, therefore, 
been able to offer sufficient security to the financing bank fOT 
the loans borrowed by them in the shape of stocks of cloth and 
yBnI. 

2. According to the usual standard followed by co-operative 
banks, weavers' societies are required to offer as security for 
the loans, assets in the form of stock in trade (raw material and 
finished goods), whose value at market rate or cost or produc
tion price whichever is the lowest, should exceed the loan by at 
least 10 per cent. Presuming that the entire borrowed funds 
are invested in stock in trade, the margin of security of 10 per cent 
should be provided with stocks purchased or produced with the 
owned funds of societies. The Andhra and the Madras Apex 
Weavers' Societies are two instances in which the societies are 
not in a position to offer the necessary margin on account of 
their large outside investments out of their owned funds as shown 
on page 23. 

These two societies have invested large sums in the shares of 
the co-operative spinning mills (Rs. 15.40 lakhs by the Madras 
Soc:iety and Rs. 25.40 lakhs by the Andhra Society) and. there
fore. they have not utilised cnough owned funds in their business. 

22 
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(In !alths of rupees) 

Name of the Owned Inwst- Total Value of Date 
Society fUDds meats' borrow- stock in 

outside ibgs trade 
offered 

as aec:urity 

Madras State Hand-
loom Weavers' Co-

46.,55 ~th .. eSoclety .. ' 47.44 115.51 124.49 JO.6.6O 
An Haudloom 

Weavers' Co-opera-
tive Society .. 24.98 33.S5 79.67 65.:54 30-6-S9 
-------- ---_ 

These societies have been requestina the banks to accept the shares 
of spinning mills as secqrity. Shares of co-operative societies 
are not liable to attachment by creditors and as such cannot form 
security to the creditors. Such excess investment has been 
found in the following cases of primary societies also. 

I. 

2. 

Name of the Society 

1 

Owned 
funds 

2 

Invest
ments 

3 ---------_ ..• -----_. 
RI. Jls. y,..,... State 

TbcJcJcalakota Tape Wea-
vers' Production and Sale 

4,966 4,972 

Society 

Hampasaaarol WeavCl"s' 2,993 6,619 
Production and Sale 
Society 

As on lOth.June 1959 

3. Mulky WaavcnI' Co-opcr- 2,ISO 2,774 
alive Society 

MadruState 

As on 31st December 1959 

,. Puliyampatti Wcaven;' 79,634 ),78,311 
Co-operative Society 

2. Gurusamipalayarn Wea- 3,768 
vcrs' Co-operative Society 

3. Siruvalur Weavers' Co- 14,62l
operative Society. 

8,351 

18.810 

Bank to which the 
society is aftiliated 

4 

BclWy District Ca-
operative Central Baak. 

do do 

South Caaara Ccatral 
Co-operalive Bank. . 

Ramanathapuram Di»
tricl Co-operative Cen
tral Bank. 

salem (;o.operative Cen· 
tral Bank. 

Coimbatore Districl Co· 
operative Central Raak. 
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1 2 3 4 

As OD 31st December 19.59 

4. Thiruvalluvar Weavers' 6,224 7,151 Mathurai District Can-' 
Co-opcrative Society tral Co-operative Bank. 

As on 31st December 1959 

5. Aduthurai Weavers Co- 1,808 1,954 
operative Society 

As on 30tb JUDe 1959 
6. Maokittankuzhi Weavers' 2,914 10,754 

Co-operative Society 

1. Pedakumpadu Weavers' 
Co-operative Society 

AIIdIIra PradeIb 
As on 30th JUDO 1"9 

3,969 4,050 

Co-operative Central 
Bank Ud., Kumba-
konam. 

Kaoyakumari 
Co-operative 
Bank. 

District 
Central: 

Guntur District C0-
operative Central Bank. 

2. VaUampudi Weavers' Co
operative Society 

11,444 11,900 Co-operativc Central 
Bank Ltd., Vizianagaram. 

As on 30th September 1959 
3. Bandi Atmakur Weavers' J9,598 19,605 KumooJ District Co-

Co-operat ive Society ative Central Bank. 

4. Peda Pcndial Hand100m 29,307 1,05,305 Warangal Diatria C0-
operative Central Bank. Weavers' Co-operativc 

Society. 

--------------------------------.---------
3. According to the General Principles laid down by the 

All-India Handloom Board, the Central Government gives 
loans to State Governments to take shares in the co-operative 
spinning mills to the extent of 51 per cent and there is. therefore. 
a tendency on the part of these spinning mills which are being 
sponsored in several States to tap as much share capital as possible 
from the weavers' societies so as to claim a matching contribution 
from the Govet"nment. The State Governments have so far taken 
shares in the co-operative spinning mills as follows : 

Andhra 
Bihar 
Gujarat 
Madras 
Mysorc 
Uttar Pradesh 
Kerala 

Amount Number of 
(Rs. in lakhs) spinning mills 

20.00 
7.99 
6-35 

26.77 
10.00 
20.25 
3.46 

94.82 

3 
I 
I 
2 
1 
I 
1 

10 ---------
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In their enthusiasm to bring into existence the co-operative 
spinning mills, leaders of the Movement, official and non-official, 
seem to be exercising pressure on societies to invest large sums 
in the shares of the spinning mills. Similarly, State Government 
officials arc said to be bringing pressure on societies to invest 
in Government Promissory Notes and Small Savings Certificates. 
This point was raised and discussed at the seminar of weavers' 
co-operative societies held in Andhra Pradesh and the seminar 
passed a resolution to the following effect : 

"This seminar further requests Government to issue 
instructions to their officers not to allow the socieies to invest 
funds outside the co-operative movement." 
4. While it is necess,ry for the primary and apex weaverS"' 

societies to take shares in the co-operative spinning mills and 
other co-operative institutions. such investments should not 
be made to the detriment of the needs of the societies themselves. 
Only a limited portion of the owned funds should be earmarked 
for such outside investments. So far as shares in the financing 
hanks are concerned, the by-laws of banks generally require that 
borrowing societies should take shares to the value of S per cent 
of the borrowings. The by-laws of apex societies generally 
require that every primary society should take shares in the apex 
societies to the extent of Rs. 5/- for every 100m. No such rule 
seems to have been laid down for shares to be taken in the spinning 
mills. It seems necessary, therefore. to suggest a ceiling per
centage of the owned capital upto which investments can be made 
outside the business and a limit upto which they should utilise 
their owned capital in business. 

5. The maximum borrowing limit in primary and apell 
societies is 8 times the share capital plus reserve fund. In a 
society with share capital and reserve fund amounting to 
Rs. 1,000/-, the maximum borrowing limit will be Rs. 8.000/-. 
For these borrowings. the society should have stock in trade 
to the extent of Rs. 8,800/- to serve as security. This means 
that the society should keep in its business 80 per cent of the 
reserve fund plus share capital. If the multiple of borrowing is 6 
times, the society may have to keep 60 per cent of the reserve fund 
plu!'. share capital in its business. Some societies have built 
up other reserves, which arc utilised in business and provide 
cover for borrowings. Allowing margin for such reserves. we 
may suggest that societies should retain in their business at least 
60 per cent of their share capital plus reserve fund and utilise only 
the balance of owned funds for investments outside the business 
of the societies. 



NOTE FOUlt 

ORDER OF THE KERALA GOVERNMENT REGARDING 
FINANCING OF THE TRAVANCORE SREEMOOLAM 

HANDLOOM WBAVERS' CENTRAL CO-OPERATIVB 
SOCIETY 

The lravancore Sreemoolam Handloom Weavers' Central 
Co-operative Society is one of the three regional societies in the 
Kerala State. This society serves the handloom weavers' co
operative societies in the former Travancore State. In the past, 
financial accommodation was given to the society by the Govern
ment (loan from Cess Fund), and by the Trivandrum District 
Co-operative Bank and the Kerala State Co-operative Bank. 

In 1947, the society was given a loan of Rs. 3. 87lakhs by the 
Trivandrum District Co-operative Bank for the purchase 
of land and for the construction of buildings. With this loan, 
the society constructed the building in which it holds its office. 
A portion of the building has been rented out to the State Govern
ment. A sum of Rs. 2 lakhs is still outstanding under this loan 
and the entire amount is overdue. 

The society was sanctioned a cash credit loan of Rs. 2.00 
lakhs in November 1955 by the Kerala State Co-operative Bank 
on the guarantee of the State Government for working capital. 
This amount also is outstanding to the State Co-operative Bank 
on this date. Government have been extending their guarantee 
to the State Co-operative Bank every six months. 

After the introduction of the Reserve Bank's Scheme of 
Handloom Finance, the society was sanctioned a credit limit 
of Rs. 2.44 lakhs for 1958-59 under Section 17(2)(bb) of the 
Reserve Bank of India Act at I! per cent below the Bank Rate. 
By 31 January 1959, the society drew in all an amount of Rs. 2.03 
laths from the Kerala State Co-operative Bank. A cheque for 
Rs. 41,000 was presented to the State Co-operative Bank on 
26 March 1959, but it was returned unpaid by the State Co-opera
tive Bank as the society was not regular in remitting the sale 
proceeds and in submitting the monthly stock statements. The 
request of the society to the State Co-operative Bank to renew 

26 
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the cash credit limit for 19S9-60, pending sanction of. the credit 
limit by the Reserve Bank of India, was also turned down by the 
State Co-operative Bank, on account of the unsatisfactory manner 
in which the society was operating on the cash credit account. 
No credit limit was sanctioned by the Reserve Bank to the society 
for 19S9-60 as its application was not accompanied by the audit 
report for 1957-S8. For 1960-61, the society did not apply for 
any credit limit to the Reserve Bank. 

The President of the Travancore Sreemoolam Handloom 
Weavers' Central Co-operative Society represented to the Kerala 
Government that unless a temporary financial accommodation 
was given by the Government pending fixation of the credit limit 
by the Reserve Bank of IndjQ for 1960-61, the society would not 
be able to continue its activities. It was in this background that 
the Kerata Government issued art order in G. O. No. 802/60 ID 
dated IS October 1960 sanctioning a temporary accommodation 
of Rs. 1.00 lakh on Government guarantee to the Travancore 
Sreemoolam Handloom Weavers' Central Co-operative Society 
from the Kerala State Co-operative Bank to be adjusted by it, 
when the Reserve Bank credit for 1960-61 became available. 
The Government also extended the period of the c:xisting guarantee 
for Rs. 2.00 lakhs due to the State Co-operative Bank upto the 
end of the current financial year, subject to certain conditions. 
A copy of the order is at Annexure I. The Kerala State Co
operative Bank represented certain difficulties to the State Govern
ment in complying with their order relating to the sanction of 
Rs. 1.00 lakh as temporary accommodation to the society and 
insisted that the guarantee deed should actually be executed by 
the Government before the amounts were drawn by the society. 
The State Co-operative Bank also drew pointed attention of the 
Government to their former communication in another context, to 
the effect that an undertaking by the Government to stand 
guarantee for any advance made by the bank to a society in 
pursuance of Government Orders would not by itself be effective 
as a guarantee unless a guarantee deed was actually executed. 
On a previous occasion, the Government of Kerala stood 
guarantee to the Kerala State Co-operative Bank in Government 
Order No. M. S. 320 dated 3 April19S8 for an overdraft advance 
not exceeding Rs. 25,000 to the Meenachil Toddy Tappen' 
Co-operative Society. In pursuance of this order, the Kerala 
State Co-operative Bank advanced Rs. 25,000. The society was 
in default to the extent of Rs. 5,000. The bank. wrote to the 
Government asking for the discharge of the outstanding debt. 
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In their letter No .. G2-19698/S8IRD dated 24 October 1960, 
the Government in the Revenue Department replied as follows : 

"Government had only expressed the intention to give 
the guarantee subject to certain conditions, but no 
guarantee deed has been actually executed so far. 
The Government Order to give guarantee will not of 
itself constitute a guarantee unless the necessary guaran
tee deed has been executed. However, the Government 
are not in any way concerned with the recovery of arrears 
in question." 

During his tour in Kerala State in December 1960, the Chief 
Officer, Agricultural Credit Department, discussed with the Chief 
Minister, Kerala and pointed out to him that the Government 
Order in question had indicated that (i) Rs. 1.00 lakh to be given 
as a temporary accommodation to the society by the State Co
operative Bank might be recovered, out of the loan expected for 
1960-61 from the Reserve Bank and that out ofthe same temporary 
loan, the overdues of the society for the first loan of the Reserve 
Bank might be recovered, (ii) that there was no application from 
the society with the Reserve Bank of India for a loan for 1960-61 
and that even if there was one, it could not be taken for granted 
that that application would be sanctioned by the Reserve Bank. 
He also pointed out that the Reserve Bank would never agree 
to the overdues of the first loan of the Reserve Bank due from 
the society being recovered from the second loan and that, from 
the information so far available, any further credit to the society 
should depend on the fulfilment of the following conditions : 

(I) A special audit of the society would have to be conducted 
in pursuance of which, a physical verification of all the stocks 
held by the society should be made, (ii) the stocks should be 
properly valued, (iii) the other realizable assets of the society should 
also be properly valued. After these are done, it should be found 
out whether the society has enough assets to pay oft'its liabilities. 

(2) The society should expedite the sale of its stocks of goods 
and discharge the amount that is overdue from it to the State 
Co-operative Rank in respect of the Reserve Bank loan. 

(3) In any case, thc loan of Rs. 2.00 lakhs outstanding 
in the loan of Rs. 3.87 lakhs which the society took in 1947 can
not be cleared, unless the building of the society is purchased by 
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the Government. A suggestion to this effect was already made 
to the Government in pursuance of the Reserve Bank's inspection 
of the society and a decision thereon would have to be taken. 

The Chief Minister agreed that the condition of the society 
did not appear to be sound and that some drastic steps would 
have to be taken to set right all these. 

The Keraia Government have taken a decision to amalgamate 
the three regional societies (the Travancore Sreemoolam Hand
loom Weavers' Central Co-operative Society, the Kerala Hand
loom Weavers' Co-operative Society, Calicut and the Handloom 
Section of the Cochin Central Cottage Industries Society, Trichur) 
into an apex society for tile State. A special bill called "The 
Kerala State Handloom Weavers' Co-operative Society (Special 
Provisions) Bill" 1960 was passed by the Legislature in March 
1960 and action is being pursued under this Act to form an apex 
society. The Reserve Bank does not propose to finance any 
of these societies pending the reorganisation. 

The anomaly in the Government Order referred to earlier, 
sanctioning Rs. I lakh out of the funds of the Kerala State Co
operative Bank and extending guarantee to the loan of Rs. 2 
lakhs previously given by the Kerala State Co-operative Bank 
to the society without consulting the Kerala State Co-operative 
Bank, were also pointed out by the Chief Officer to the Chief 
Minister. The Chief Minister was convinced that the Govern
ment's directive was not in order. The discussion was followed 
up by a letter to the Chief Secretary to the Government of Kerala, 
Trivandrum on 24 December 1960, wherein we pointed out that 
the procedure adopted by the Government was not correct and 
we asked for an assurance that such lapses would not recur. 

These issues have been brought to the notice of the Ad hoc 
Committee as their general implications have a very important 
bearing on the extent to which Reserve Bank finance will continue 
.to be available to co-operative credit organisations, whether 
agricultural, hand loom or others in Kerala. A copy of our 
Jetter is at Annexure II. The Kerala Government has sent its 
.reply to one of the issues. and have stated "that the Government 
are now following the procedure of consulting the financing bank 
before standing guarantee for financial accommodation to the 
Handloom Weavers' Central Co-operative Society."' A copy 
of it is at Annexure III. The Government have promised a 
further reply in respect of other issues. 



ANNExURE I 

GOVERNMENT OF KERALA 
ABSTRACT 

HANDLOOM INDUSTRY - TRAVANCORE S:R.EEMOOLAM HAND

LOOM WEAVE:R.S' CENTRAL COOPEllATIV[ SOCIETY - ADDI

lJONAL ACCOMMADA TlON OF R.s. 1.00 UKH FROM THE ICER.ALA 

STATE CO-OPERATIVE BANK ON GOVERNMENT GUAR.ANTEE -

SANCTIONBD 

Industries (D) Department. 
O. O. Ms. 802/60flD, Dated, Trivandrum 15-10-1960 

Read: 1. 

2. 

3. 

4. 

5. 

G. P. 110/443/55/DD, dated 15-11·55. 

G. O. Ms. 404. dated 17-4-59 from the Industries 
Department. 

G. O. Ms. 468/60/10, dated 16-6-60 from the 
Industries Department. 

Letter No: 2313 dated 27-5-60/2-6-60 from tbe 
President, Sreemoolam Society. 

Letter No: 6796/60/ A2. dated 27-6-60 from tbe 
Director of Industries and Commerce (Handloom 
Wing). 

ORDER 

In the G. O. read as third paper, Government have extended 
tbe luarantee for Rs. 2.00 lakhs sanctioned in the O. O. read as 
first paper to the Travancore Sreemoolam Handloom Weavers' 
Central Co-operative Society upto 30-9-1960 or till the financial 
accommodation from the Reserve Bank of India is received which
ever is earlier, subject to the conditions specified in the G. O. 
read as second paper and also subject to the condition that 
no further extension will be Iranted and that rebate claims should 
be adjusted asainst this accommodation after the dues under 
the Reserve Bank of India credit is cleared. 
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Under the Reserve Bank of India Scheme for institutional 
financing of handloom co-operative societies, a credit limit or 
Rs. 2.42 lakhs in favour of the Travancore Sreemoolam Hand
loom Weavers' Central Co-operative Society during 1959-60 
was recommended by the State Government. But it was not 
sanctioned by the Reserve Bank of India for want of audit report 
of the society for 1957-58. The society was, therefore, put 
to financial difficulties and during a discussion on 5th May 1960 
it was pointed out by the President of the society that unless a 
temporary financial accommodation pending fixation of credit 
limit for 1960-61 by the Reserve Bank of India was given by the 
State Government, the society would not be able to continue its 
activities. It was, therefore, suggested that as the sanction by 
the Reserve Bank ofIndia for credit limit during the current year 
will take time, th'e State Co-operative Bank may arrange to issue 
in advance a cash credit loan of Rs. 1.75 lakhs to the society, to 
be reimbursed from the Reserve Bank of India accommodation, 
to be made available for the year. The Sreemoolam Society has 
accordingly stated that application for a credit accommodation 
of Rs 2.44 lakhs from the Reserve Bank of India for 1960-6 I has 
been forwarded to the Director of Industries and Commerce 
(Hand loom Wing) and that as the bU'iliness of the society is serious
ly handicapped for want of the credit accommodation, Govern
ment may be pleased to sanction on their guarantee a temporary 
accommodation of Rs. 1.7S lakhs for 1960-61. 

The Director of Industries and Commerce (Handloom 
Wing) has reported that a tentative balance sheet of the society 
as on 31-3-1960 has been drawn up and that according to the 
balance sheet, the society is working on a loss and that a sum 
of Rs. 56,876/- is outstanding to the Kerala State Co-operative 
Bank against the credit limit accommodation sanctioned to the 
society for 1958-59. If the credit limit for 1960-61 is sanctioned 
by the Reserve Bank of India, this amount and Rs. 2.00 lakhs 
for which the period of guarantee has been extended upto 
30-9-1960 have to be adjusted and the adjustments come to 
Rs. 2.56 lakhs against Rs. 2.44 lakhs expected from the Reserve 
Bank of India. 

The question of giving a temporary accommodation of 
Rs. 1.75 lakhs was, therefore, further discussed in a conference 
held on 4-7-1960. It was pointed out by the President, Sreemoo
lam Society that the guarantee for Rs. 2.00 lakhs was originally 
granted in view of the fact that the Reserve Bank of India from 
whom an accommodation of Rs. 10.00 lakhs had been applied 
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for, had granted only Rs. 2.44 lakhs. He also stated that so long 
as the Reserve Bank limits their accommodation to Rs. 2.44 
lakhs and does not give Rs. 10.00 lakhs asked for by the co
operative society, the guarantee for Rs. 2.00 lakhs already given 
by Government will have to be extended and that otherwise, if 
Government insist on the guarantee being wiped off from the 
small accommodation of Rs. 2.44 lakhs and refuse to give further 
guarantee of Rs. 1.7S lakhs now asked for, the society will have 
to be wound up as they cannot proceed further in the present 
state of affairs. 

Government have fully examined the request and are pleased 
to sanction a temporary accommodation of Rs. 1.00 lakh (on 
Government Guarantee) to the Travancore Sreemoolam Hand
loom Weavers' Central Co-operative Society from the Kcrala 
State Co-operative Bank to be adjusted when the Reserve Bank 
of India credit for this year becomes available. 

Government are also pleased to extend the period of the 
existing guarantee of Rs. 2.00 lakhs sanctioned in the O. O. read 
as third paper, upto the end of the current financial year subject to 
the following conditions : 

i. The loan to be taken by the society from the Kerala State 
Co-operative Bank Ltd., will be treated as a running over
draft accommodation subject to the limit of guarantee; 

ii. The accommodation will be subject to availability of 
funds with the Kerala State Co-operative Bank and the 
terms to be agreed upon between the Bank and the society; 

iii. The society should draw the amount in instalments accord
jng to requirements for production and marketing; 

iv. The amounts drawn should be utilised only for production 
and marketing of handloom goods; 

v. The amounts drawn should be repaid within a period of 
six months from the date of drawal ; 

\'i. Separate accounts should be maintained by the society 
for this accommodation; 

vii. Monthly accounts should be furnished by the society to 
the Director of Industries and Commerce; 

viii. The society should give a floating charge on all their assets 
and execute an agreement. 

(By Order of the Governor) 
Sd/- (P. Vt:LU PILLAI) 

Deputy Secretary to 
Government. 



ANNEXUU n 

No. ACD. INDC. 1102/KL. 4-60/61 

CONFIDENTIAL 

The Chief Secretary to the 
Government of Kerala, 

Trivandrum. 

Dear Sir. 

24 December 1960 
3--Pausa,- 1882 (Sab) 

Financing 0/ the Travancore Sreemoolam Handloom Weaveri' 
Central Co-operative Society Ltd., Trivandrum. 

During the course of my recent tour in the Kerala State, 
I held discussions with the Honourable Chief Minister, Kerala 
State, on two important matters, one of which related to the pro
vision of further finance for the Travancore Sreemoolarn Hand
loom Weavers' Central Cooperative Society, Trivandrum. The 
President of the Kerala State Co-operative Bank was also present. 
A record note of these discussions has already been communicated 
to you with our letter No. ACD. Plan. IS20/PR. 52-60/61 dated 
7 December 1960. Here, we wish to draw your attention to cer
tain objectionable features in two Government Orders. 

(i) In their G. O. MS.No.802/60/ID. dated ]S October 
1960, the Government of Kerala passed orders as follows on a 
request of the Travancore Sreemoolam Handloom Weavers' 
Central Co-operative Society: 

"The Government have fully examined the request and are 
pleased to sanction a temporary accommodation of Rs. 1 lakh on 
Government guarantee to the Travancore Sreemoolam Handloom 
Weavers' Central Co-operative Society from the Kerala State 
Co-operative Bank to be adjusted when the Reserve Bank of 
India credit for this year becomes available." 

"The Government are also pleased to extend the period oftbe 
existing guarantee of Rs. 2 lakhs sanctioned under the O. O. 
read as third paper upto the end of the current financial year ....• " 
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The State Co-operative Bank is an autonomous corporate 
body. Its funds are administered by its Committee. Under 
its bye-laws, it is only its committee that can sanction loans. 
No other party-not even Government - can sanction loans out 
of its funds. Even in regard to granting extension of time for the 
repayment of a loan for which Government have stood guarantee, 
they cannot do it unilaterally, any more than the surety for a loan 
can grant extension of time to the principal borrower for the re
payment of a loan taken from a creditor. The prior consent of 
the creditor should be taken. 

(ii) In G. O.Ms.No.320 Revenue dated 3 April 1958 for 
running co-operative societies of toddy-tappers, the erstwhile 
Government of Kerala passed the following order in regard to 
Meenachil Toddy Tappers Society.:-

"This society will be considered to be an accredited agency 
for the sale of toddy under the Abkari Act only if it deposits 
with the Government 3/IOth of the amount. Even though the 
society has not deposited the amount, the Government bereby 
stand guarantee to the Kerala State Co-operative Bank to enable 
the bank to allow overdraft advance not exceeding Rs. 25,000 
to the society provided that out of the amount so advanced by 
the bank to the society, a sum of Rs. 17,980 is allowed to be 
drawn by the Government towards the kist amount for the shops." 

In pursuance of the above order, the Kerala State Co
operative Bank advanced Rs. 25,000 to the society and paid 
Rs. 17,980 to the Govcrnment towards kist. The society is now 
overdue to the bank to the extent of Rs. 5,000. The bank wrote 
to the State Government asking for the discharge of the out
standing debt. In their lettcr No-G2-19698/58/RD dated 24 
October 1960, the Government in the Revenue Department have 
replied as follows: 

"Government had only expressed the intention to give the 
luarantee subject to certain conditions, but no guarantee deeds 
have been actually executed so far. The Government Order to 
live guarantee will not of itself constitute a guarantee unless the 
necessary guarantee deed has been executed. However, the 
Government are not in any way concerned with the recovery of 
arrears in question." 
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Though technically the Government's stand may be correct, 
normally the public take Government on their word. The 
correspondence that had passed between the Government and 
the Kerala State Co-operative Bank in regard to the execution 
of the guarantee deed indicates that Government had stood 
guarantee for the loan. In his letter No. Fin. (Comml) 3~ 
64679/58 dated 23 December ]958, the Finance Secretary replied 
to the bank that "action is being taken to execute the guarantee 
deed." In his letter No. H;A./2-]04/52-S9-]099 dated 12 Novem
ber 1959, the Assistant Accounts Officer attached to the office 
of the Comptroller, Trivandrum wrote to the bank that in regard 
to amounts sanctioned for 3 toddy-tappers' co-operative societies 
(Meenachil is one of them) it was observed that the amounts had 
been advanced under Government guarantee and asked for 
information as to \thether the terms and conditions under which 
the societies were given guarantee by Government had been 
conformed to. The bank replied that the terms and conditions 
were conformed to in the order of the bank sanctioning the loans 
to the societies. 

You will no doubt agree that the procedure adopted by 
Government in these two cases was not correct. We would 
request you to assure us that such lapses will not recur. We 
raise these issues as their general implications have a very im
portant bearing on the extent to which Reserve Bank finance 
will continue to be available to co-operative credit organisations. 
whether agricultural, handloom or other, in Kerala. 

ANNEXURE III 

Yours faithfully. 
Sd/- (J. C. RYAN) 

Chief Office,.. 

Copy of a letter No. 208/01/61/ID dated 27 March 1961 
from the Secretary to the Government of Kerala, Industries 
(0) Department. addressed to the Deputy Chief Officer, Reserve 
Bank of India. Agricultural Credit Department. Bombay. 

Sub: Handloom Industry - Financing of the Travancorc 
Sreemoolam Handloom Weavers' Central Co-opera
tive Society. Trivandrum - regarding. 
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R~f: Your letters No.ACD.INDC.l102/KL.4-CiO, 
61 dated 14 December 19fiO alld No. ACD. INDC. 
1464/KL. 4-6O{61 dated 27 Jalluary 1961. 

I am directed to invite a reference to tbe point (I) contained 
in paragraphs 2-5 of your letter dated 14 December 1960 and 
to state that the Government are now following the procedure of 
consulting the financing bank before standing guarantee for 
financial accommodation to the Handloom Weavers' Central 
Co-operative Society. 

As reprds point (II) contained in the same letter a reply 
will be sent from Revenue Department. 



NOTE FIVE 

GUARANTEE OF LOSSES INCURRED BY CENTRAL 
CO-OPERATIVE BANKS IN RESPECT OF FINANCE 
MADE TO WEAVERS" CO-OPERATIVE SOCIETY 

PROCEDURE FOR ASSESSMENT 

In their letter No. 26(121) Tex(c)/SS dated 13 September 
1956 to all the State Governments, the Government of India 
have stated that in respect of individual losses arising out of the 
Don-recovery of loans, made available to handloom weavers" 
co-operative societiFs under the scheme of institutional finance 
by the Reserve Bank of India, they would bear 50 per cent, the 
State Government wOlJJd bear 40 per cent and the co-operatjve 
banks bear the remaining 10 per cent of such losses and that there 
will be an upper ceiling of 5 per cent of the total funds disbursed 
to handloom industry by the co-operative banks so far as the 
Central Government's share in the loss is concerned. This 
guarantee was first extended upto the year 1958-59 and later on it 
has been extended upto 1960-61. The operation of this guaran
tee, which initially covered only loans issued from the funds 
provided by the Reserve Bank of India under Section 17(2)(bb) 
of the Act, was later on extended to loans issued by the central 
co-operative banks from their own funds also. This guarantee 
also was upto 1960-61. We have recommended that the guarantee 
for all the loans issued by the central banks either from their own 
funds or from the funds borrowed from the Reserve Bank of 
India should be extended for the full period of the Third Five
Year Plan. The orders of the Central Government are awaited. 

2. We have not so far come across any case in which any 
central bank has invoked this guarantee for covering losses. 
The scheme has been in operation for the last three years and 
central banks have either been very cautious in issuing loans or 
have not so far chosen to assess losses likely to arise in respect of 
the loans. When loans are issued in a larger measure to a larger 
number of societies, such cases are likely to arise. The time 
when and the manner in which such losses have to be determined 
and the guarantee invoked may have to be specified so as to 
facilitate the settlement of the claims for recouping the losses. 
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3. The Working Group on Industrial Co-operatives recom
mended "that in cases where the guarantees against losses are 
given, they should be guarantees enforceable on losses ascertained 
at the end of every two or three years as may be agreed upon 
at the time the guarantee is given and there should be no avoidable 
delay in reimbursing the banks." The Government of India 
accepted this recommendation only partially by stating that 
"financing agencies be reimbursed for losses against guarantees 
without delay." They have not stated the intervals at which 
such losses should be assessed. 

The manner in which such guarantees could be invoked to 
infuse confidence in co-operative central banks was examined 
by the Mehta Committee on Co-operative Credit. Reference is 
solicited to paragraphs 18 to 23 of Chapter 16 of their report. 
In paragraphs 17 and 18, they have made a reference to the gua
rantee given by the Government of Madras to meet losses in
curred by agricultural credit societies in respect of loans issued 
to cultivators in areas in Which full finance scheme is in operation. 
The guarantee is upto 2/3 of the losses in individual cases being 
met by the Government and the balance by the state and central 
co-operative banks. The Committee observed as follows : 

""The above guarantee will cover losses which are 
ordinarily determined only when the loans in question are 
declared to be bad debts after the societies concerned have 
taken all proceedings to recover the loans. The time taken 
for this purpose is generally long, because a loan can be 
declared to be bad only after atl attempts to recover the 
dues of a defaulting member from his assets as well as from 
the assets of his sureties have failed. If the guarantee provi
ded by Government, therefore, is to be utilised only after 
the loss is determined, the societies will have to wait for a 
long time. Till then the amount of loss involved will be 
shown as overdue from the societies and it is possible that 
because of these overdues the societies will default to the 
central bank and may thus become ineligible to borrow 
further from it. Therefore, it may not be enough to protect 
the societies against losses." 

What applies to the case of societies in respect of loans 
issued to individuals apply to central banks in respect of loans 
issued to weavers' co-operative societies. When weavers' co
operative societies default in the payment of loans, the central 
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banks' will have to repay loans to the apex bank from their own 
funds in order· to maintain their creditworthiness with the apex 
bank. This will impose some strain upon the central co-opera .. 
tive banks. Again, the existence of defaulting societies and 
overdues will affect the audit classification of the central bank 
whicb, in its turn, will affect the quantum of finance it can get 
from the Reserve Bank of India. Therefore, it is necessary to 
take steps firstly to assesS the losses as quickly as possible after the 
societies default in the repayment of the loans and secondly to 
recover such losses from the Government. . , 

;,: 

The Mehta Committee, however, did not offer any solution 
to this kind of difficulty. It suggested the payment of an out
right grant of 3 per cent on the additional loans issued' by the 
societies to the merbbers over and above the previous yeac's 
level. This suggestion does not help us in the case of weaven' 
societies. 

4. This question was considered in the third meeting of the 
Standing Committee on Industrial Co-operatives held at Delhi 
on 22 November 1960. The Chief Officer suggested that the 
recommendation of the Working Group that guarantees should 
be made enforceable on losses ascertained at the end of two or 
three years might be introduced to avoid delay in reimbursing 
the banks. The Committee decided to examine the financial 
implications of the extension of the scheme to societies other than 
weavers. No decision was taken on the main point at issue. 

5. It seems necessary to examine the question, in detail~ 
on the presumption that the Working Group's recommendation 
to assess the losses in two years will be agreed to by the Govern. 
ment. The position is explained below with reference to a 
concrete case:- A short-term loan repayable in one year or a 
cash credit to be operated for a period of one year to the extent 
of Rs. 2,000 was issued to a co-operative society on I April 1959. 
By I April 1960, the outstanding loan was reduced to Rs. 1,500. 
The operation of the loan account by the society was not satis
factory and the central bank did not agree to renew the cash 
credit or give any further loan. The outstanding of Rs. I.SOO 
was in default from I April 1960. The central bank took steps 
to recover the amount and by I April 1961 it was able to recovet 
Rs. 600 leaving a balance of Rs. 900. The period of 2 years 
reckoned from the date of issue of the loan expired on I April 
1961 and the overdue balance on that date was Rs. :900. The 
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question for consideration is whether this amount can be deemed 
to be a loss and the guarantee invoked to recover 90 per cent of 
it from the Central and State Governments. Under the 
existing scheme, it cannot be done, as the amount represents only 
the loan in default and not the loss. It is likely that the society 
may be having assets which may not be in liquid form and which 
mayor may not be enough to pay oft'the loans in full eventually. 
The only way of determining whether the balance of loan due 
to the central bank is recoverable or not and what part of it 
will prove bad is to conduct a statutory enquiry by the Registrar 
of Co-operative Societies or his nominee. 

The statutory enquiry may take some time say from six 
months to one year from the date of institution of the enquiry 
and may reveal one or other of the following (hypothetical) 
positions: 

(i) The realisable assets are enough to pay oft' all liabilities 
in full but it will take some time to realise them. 

(ii) The realisable assets are enough only to pay oft', say, 
SO per cent of the liabilities and it will take time to recover 
them. 

In the first case, the bank cannot make any claim for loss. In 
the other case, the position is that the bank may lose SO per cent 
of the amount overdue from the society i.e. Rs. 450/- in the case 
cited above. Of this amount, the Central and State Governments 
have to pay 90 per cent viz., Rs. 405/-. The point for considera
tion is whether the bank can prefer its claim at this stage for the 
anticipated loss and whether the Central and other State Govern
ments will pay their share of the loss. Even in this case, it can 
be argued that it is only an estimated toss and not actual loss. 
If the Government generaUy agree to the invoking of the guarantee 
at this stage the central bank has still to recover Rs. 450/- from 
the society. Naturally, in this case, the Registrar of Co-operative 
Societies will cancel the registration of the society and appoint 
a liquidator who may take some two or three years to collect 
all the assets and payoff the creditors. The bank may have to 
wait till then. Jf. eventually, the liquidator is not able to pay to 
the extent estimated by the Enquiry Officer, say 50 per cent, the 
society will have a further claim against the Government for the 
balance of loss which has proved finally irrecoverable. Thus. 
the period over which the bank will be recovering the loan in 
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driblets will be three to four years from the date of default and 
during this period it will be sbort of working capital. 

In the first case in which the enquiry reveals that the realisable 
assets are sufficient to payoff the liabilities; the Government will 
be reluctant to pay anything. as no loss is likely to occur. Govern
ment may not also agree to liquidate the society as the society 
is solvent. The Department in-charge of supervision of societie~ 
may have to reconstitute the Board of Management and take 
such other steps as are necessary for recovering the frozen assets~ 
The process of reconstitution and recovery of the assets may 
take some years and the central bank may have to wait till then~ 
In the meantime, it will be short of working capital to tbe extent 
of the overdues. ' ..' 

\ 

In the existing arrangements under which ~he Government 
have agreed to meet the losses. instead of the amount in default 
or the estimated losses, it may be difficult for the central bankS 
to reimburse themselves expeditiously as the actual loss can be 
ascertained only after exhausting all types of coercive action 
against the societies. This position is not likely to encourage 
central banks to approach the question of finance to weavers' 
societies enth usiastically. 

Perhaps the position will be more encouraging if the Govern., 
ment convert the guarantee into a guarantee against default of 
two years' duration i. e. that they will pay the amount in default 
for over two years. A procedure similar to the one provided 
under the Credit Guarantee Scheme can be followed. If the 
Government pay the amount in default over two years, the central 
bank will get its working capital reimbursed and can carryon 
its normal functions without any difficulty. The central bank 
and the Departmental Officer will. however. pursue action to 
recover the. loan and pay 90 per cent of such recoveries to 
the Central and State Governments and 10 per cent to the bank. 
If the central bank is able to recover in full the overdue amount, 
the Government will get back what it had paid previously. This 
arrangement will be more advantageous and attractive to central 
hanks. 

It is tor consideration whether we may suggest this alternative 
pallern of guarantee to the Government, as the enforcement 
of the: present pattern of guarantee involves delay. 

./ 



NOTE SIX 

FINANCING OF DISTRICT INDUSTRIAL CO
OPERATIVE ASSOCIATIONS 

The structure of the weavers' co-operative movement in the 
old Bombay State comprised the primary weavers' co-operative 
societies, the district industrial co-operative associations and 
the state industrial co-operative association. The district 
industrial co-operative associations were federations of industrial 
co-operative societies in the district including the weavers' co
operative societies. With the reorganisation of States, some 
district industrial co-operative associations were transferred to 
Mysore and Gujarat States. Although the district industrial 
co-operative associations are meant for all types of industrial 
co-operative societies, the business done by them is mainly to 
run sales depots for marketing of handloom cloth of the affiliated 
weavers' co-operative 'iocieties and the supply of essential raw 
material to them. The business of these associations for in
dustries other than handloom has, in many cases, been negligible. 

2. When financing banks approached us for credit limit to 
finance these associations, we were reluctant to do so, as these 
associations were catering to industries other than handlooms, 
as our finance was meant for handlooms only and as there was 
the risk of our funds being used for other industries. We, there
fore, suggested that these associations might be split up into two ; 
one for weavers' co-operative societies and the other for the re
maining societies. As a temporary measure, however, we agreed 
to provide funds for 1959-60 on the condition that separate 
accounts were maintained in respect of their business for market
ing of handloom cloth and other activities and quarterly audit 
reports were furnished to us. On these terms and conditions, 
credit limits were sanctioned by us during the year 1959-60. At 
the same time. we had advised the State Government to proceed 
with the division of the existing associations into two, one for 
weavers' societies and the other for other industrial societies. 

The district industrial co-operative associations have not been 
reorganised as suggested by us. The Registrar, Co-operative 
Societies, Mabarasbtra State, requested us to sanction credit 

42 



NOTE sr,x' 43 

limits to these associations on the same terms and conditions 
for the year 1960-61 also. The matter was discussed by the 
Chief Officer of the Agricultural Credit Department with the 
Registrar when the Chief Officer told the Registrar that weavers' 
societies in other States were organised on a two-tier system, 
that they were working well and suggested that· weavers' societies 
in Maharashtra also might be reorganised on the same pattern. 

The Registrar represented certain difficulties in forming 
a State Association for Maharashtra and suggested the formation 
of regional associations instead of State Association. He said 
that there were already two separate regional associations of 
weavers' co-operative societies; one for Vidarbha and the other 
for Marathawada and that one more might be formed for societies 
in the western part of the Maharashtra State. The Chief Officer 
agreed to this. The question of financing the regional federations 
of weavers' co-operative societies may not present any difficulty 
as such associations would be exclusively for the weavers' co
operative societies and they would be eligible for finance either 
through the central co-operative banks or the state co-operative. 
bank. 

3. The seminar of weavers' co-operative societies, Mahara
shtra State, held in February 196J recommended that wherever 
there were more than ten weavers' co-operative societies 
and the total number of working looms exceeded 1,000, a separate 
district federation of weavers' societies might be organised. If 
such district federations are formed afresh, it may result in a 
three-tier system, which is not suitable for weavers' co-operative 
societies. We had agreed only to the division of the existing 
district industrial co-operative associations into two and not 
to the formation of fresh district associations. As for the existing 
association. if there is any difficulty in dividing them, the weavers' 
societies may be got disaffiliated from them and got affiliated to 
the proposed regional associations so as to conform to the two
tier system. These regional associations can open branches in 
districts as is being done in other States, to supply raw material 
to the societies in the district and for marketing the finished goods. 

This question came up for consideration at the recent Seminar 
on Industrial Co-operatives held at Delhi from 3 to S April 1961. 
The following two aspects were discussed : 

(i) Apex. regional and district marketing societica dealing in 
handloom and other cottage industrial products; 
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(ii) Two sets of apex, regional and district marketing associa· 
tions, one set dealing in handloom cloth and the other in 
other cottage industries' products. 

The opinion was more in favour of mixed type of institutions 
at least at the district level. We may await the final resolutions 
of the Seminar. Consideration of this subject may be postponed 
to tbe next meeting. 



NOTB SEVBN 

STATB PARTICIPATION IN THE SHARE CAPITAL 
STRUCTURE OF PRIMARY HANDLOOM WEAVERS' 
CO-OPERATIVE SOCIETIES TO STRENGTHEN THEIR 
OWNED FUND POSITION AND TO ENABLE THE 
SOCIETIES TO IN:CREASE THEIR MAXLMUll 

BORROWING POWER 

According to the Statistical Statements relating to Co
operative Movement in India for the year 1958-59 published by 
the Reserve Bank of India, there were 10,352 primary handloom 
weavers' co-operative societies with a membership of 11,75,011 
and paid-up shard capital of Rs. 342.47 lakhs as on 30 June 
1959. The reserves and other funds of the societies amounted 
to Rs. 387.86 lakhs while the total loss incurred by these societies 
was Rs. 79. 06lakhs. There were 11,98,720 looms in the co-opera
tive fold. All these looms have not been working for the societies. 
One of the reasons for this is the paucity of working capital which 
these societies could get from central banks, which in tum was 
dependent on the paucity of owned capital. Normally, the 
borrowing power of primary weavers' co-operative societies is 
fixed at five to eight times the paid-Up share capital plus statutory 
reserve fund minus accumulated losses. We do not have separate 
figures regarding the reserve funds of the societies. Presuming 
that 50 per cent of the total reserves represent statutory reserve 
fund of societies, the reserve fund of all the societies may be 
put at Rs. 193.93 Iakhs. The total borrowing power of these 
societies on the basis of eight times the share capital plus reserve 
fund minus accumulated losses will be about Rs. 3,700 lakhs. 
This is the maximum amount which these societies can borrow 
in order to provide themselves with working capitaL The total 
working capital required for all the looms at the proposed enhanc
ed ceiling rate of Rs. 500 per 100m is Rs. 5,994 lakhs. As against 
this, the total amount which the societies can borrow is only 
Rs. 3,700 lakhs. There is a shortfall of Rs. 2.294 lalchs. If the 
societies are required to give work to all the looms, it may be 
necessary to increase their owned capital and consequently their 
borrowing power. 

Primary societies are required to take adequate shares in 
the co-operative central banks, apex weavers' societies and 00-
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operative spinning mills. ~uch invest~ents reduce the quantum 
oT owned capital available for their business. These societies 
have to employ adequate owned capital in their business in order 
to provide the cover of 10 per cent required for their borrowings 
from the «ntra1 banks. There is thus an urgent need to increase 
the owned ,capital position of societies. 

2. The All-India Handloom Board has recently revised its 
General Principles so as to permit the issue of share capital loan 
to weavers' societies to enable them to issue loans to individual 
weavers to take shares to the value of Rs. 50 each. This is a 
slow process and' it may take a long time for the societies to build 
up capital this way. As funds arc urgently required by the 
societies, it may be necessary to explore other means of building 
up the owned funds. One such method is to induce the State 
Government to take shares directly in the primary weavers' co:
operative societies or to make direct contribution to the statutory 
reserve fund of these societies. The Working Group on Industrial 
Co-operatives in their recommendation No. 9 suggested 
that the Government 1llight contribute to the reserve fund of the 
societies and initially provide them with adequate foundation 
money. The Government of India, while accepting this re
commendation in principle. did not agree to contribute to the 
reserve fund of the societies but, however. agreed to State contribu
ion to share capital of societies, wherever necessary. They 
have also suggested that this will be in addition to providing for 
share capital loan to members of industrial societies on the pattern 
of weavers' societies. The Government of India have thus agreed 
to strengthen the owned capital position of industrial societies 
both by way of issue of share capital loan to members as well as 
by State contribution of share capital of societies. It is suggested. 
therefore, that we may recommend to the All-India Handloom 
Board to provide the State Governments with adequate funds 
to enable them to take shares in primary weavers' co-operative 
societies wherever necessary so as to strengthen their owned funds 
position and thus increase their borrowing capacity. 

We may also recommend that the State Governments may 
participate in the share capital structure of primary handloom 
weavers' co-operative societies with their own funds. 



, NOTS EIGST' 

TO ENSURE LOYALTY AND ENCOURAGE PRO
'_ DUCTION. PAYMENT OF CONTRIBUTION fROM 
. CESS FUND TO THE THRIFT FUND OF WEAVER 
-MEMB~RS WHO HAVE BEEN . ~OYALLY 
WORKING FOR THE SOCIETIES FOR A 

MINIM l!M PERIOD OF ONE YEAR. 
,. " 

.' : DUT-ing :lhe tour of the Deputy~ Governor in East Goda~ari 
Pi~~rict of Andhra Pradesh (pilot scheme, area). the handloom 
weavers' co-operative societies presented· a memorandum to 
him. ODe of· the tequests made by them was that "contribu
~~0n~ ~ay be p,aid· from Cess Fund to the thri(t fund of weaver 
members who have been loyally working for the societies for a 
minimum period of one year upto an amount equal to the mem-
1?~(~ .. 0'Vn contribution." , 

The seminar of weavers; ·co-operative societies in Andhra 
Pradesh held in October 1960 also passed the following resolution 
on the same subject : 

"The seminar suggests that contributory thrift fund may 
be introduced in societies, the amount of contribution from 
the Government of India being equal to that contributed 
by the members:' 

A recommendation to the same effect was made by the 
Working Group (Study Team) for the Handloom Industry 
(September J 959) appointed by the Government of India, Ministry 
of Commerce and Industry. The Working Group was of the 
opinion that one of the reasons for the slow progress of weavers' 
co-operative movement was the absence of loyalty of weaver 
members, that the loyalty of members could be secured in societies 
by providing continuous employment to them and also by assisting 
them in times of difficulties. The Working Group for the Hand
loom Industry suggested the scheme of contributory thrift fund 
to which the weavers will contribute a part of their wages and 
the Gm,'crnment will give a matching contribution; liuch contri
butions being given to weavers who have an unbroken record 
of loyalty to the co-operative movement for. say, a period of 
five years. 

47 
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This suggestion has be~n accepted by the All-India Handloom 
Board with the modification that such contributions will be made 
only in the case of members who have an unbroken record of 
loyalty to the society for a period of two years and that such 
contribution will not be payable to anyone until he has completed 
five years of membership in the co-operative fold. This decision 
of the Board on the Working Group recommendation has been 
communicated by the Board to the Government of India. 

The scheme may result in retaining a large section of weavers 
in the co-operative fold and in increasing the production of cloth 
in the co-operative sector, if the Government agree to accept 
the recommendation of the Working Group for the Handloom 
Industry. If this is done in the case of one cottage industry, 
similar demands may be made by artisans practising other in
dustries. It may give room for administrative difficulties to 
Government. 

It is for consideration as to whether this Committee should 
express any opinion on this subject. 
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REVIEW OF THE DECISIONS OF THE SEMINARS 
OF ,WEAVERS' CO-OPERATIVE SOCIETIES HELD IN 

DIFFERENT STATES. 

Seminars of weavers' co-operative societies were held i~ 
the States mentioned below on tbe ~ates noted against each ,: ' 

Namt' of the State Dale 

1. Rajasthan 28 and 29 June 1960 

2. Orissa Sand 6 September 1960 

3. Andhra Pradesh 7. 8 an4 9 Octo,ber 19~ 

4. Mysore 
, 

14 and IS October 1960 

S. Gujarat 
\ 

28 October '1960 

6. Madras to and 1 i ·Nove~~er·. 900 . ~ . .. 

7. Assam 19 Juuary 1961 

8. Maharashtra 17 andlS Jf'ebr,uary 1961 
(. I 

The resolutions passed at these seminars are given in Annexure 
11. Some of the resolutions relate to local problems which 
.would be solved by the officers of the State Government in charp 
of central banks and weavers' societies. In: a few ca~s. action 
has to be taken by the All-India Handloom. Board and the officers 
of the State Government. The Agricultural Credit Department 
~ave asked for reports. relating to· the imple~entation of these 
resolutions from them but have not received, tbe~ so far. The 
bepartment have reminded them also. . ' , , 

. " i 

A gist of lhe important resolutions passed' at the seminars 
,qf the several States which are of general importance have been 
flassified and is given in Annexure I. Action taken by tbe Reserve 
}lank of India in respec~ of items relating tQ it is also indicated. . , 

.. 49, 
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A~~X:URE.- I 

Primary Weavers' Co-operatl,e 
SOcie/ill . . . I •• 

(1) Primary weavers' co-operative societies 'Working at 
heavy accumulated losses should be revived by setting off' the 
accumulated losses against reserves like business reserves, price 
ftuctuation fund etc., and if necessary statutory reserve fund also. 
Arrangements should also be made (i) for State participation 
in share capital of societies, (ii) for obtaining working capital 
on 100 per cent Government guarantee and (iii) for subsidy being 
siven from Cess Fund to Ineet the administration charges of 
the societies during the first three years after their revival. (Andhra 
Pradesh and Mysore) 

(2) Arrangement should be made for. State participation 
in the share capital or primary weavers' co-operative societies. 
(Gujarat) 

Action taken by Reserve ",ank of India 

This subject is being placed for consideration al the meeting 
of the A.d hoc Advisory Committee on Hand/oom Finance. 

(3) Share capital loans should be obtained for the societies 
and passed on to members to subscribe to the share capital of the 
societies and thus strengthen the owned capital position of the 
societies. (Rajasthan. Orissa and Gujarat) 

(4) Societies should issue loans to members up to Rs. 100 
repayable in two years to enable them to redeem themselve~ 
from the debts due to master weavers and to take up work under 
the societies. (Andhra Pradesh) . 

(5) Societies should be assisted by technical stalY 
appointed for the purpose, to prepare specifications and costin, 
statements of cloth to be produced by them. Societies should 
be made to produce cloth according tn the C(lnSUmer taste. 

Training arrangements should be made for the weavers 
to acquaint them in the use of improved appliances and techniques 
of production and for introducing new designs of handloom 
cloth suitable to the markets. (Gujarat and Orissa) 
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(6) Societies should· be ·converted· into production ·societiea 
and a programme of work should be drawn up for them. (Rajas-
than ·and Quj.rat) . .. .. . 

(7) Stocks in primary and apex societies should be phySicaDy 
verified once in six months only ; departmental officers should 
arrange to see that the societies sepd monthly stock statements 
~o the central banks before. the t 5th of the succeeding month. 
(Andhra Pradesh, Mysore and Orissa) .. . 

Action taken by Reserve Bank of India 

. The suggestion to physically verify stocks once in six mo"t~ 
only was examined bYlthe Ad hoc Advi.vory Committee 0" Ha"d/Clom 
Finance at its first meeting and the suggestion was agreed to. Since 
then, the Agricultural Credit Department have written to the AI/· 
India Hand/oom Board to is.'iue necessary instructions to the States. 

(8) Maximum borrowing power of societies should be fixed 
at a mUltiple not exceeding eight times the paid-up share capital 
plus reserve fund. (Orissa) 

(9) Arrangements must be made to reCruit, train and 
maintain a panel of persons to be appointed as paid secretaries 
of primary weavers' societies. (Gujarat) 

Apex Weaver.,' Societies 

.(1) Apex weavers' societies should arrange to supply yam 
to primaries, purchase their goods and market· them. (Orissa, 
Gujarat and Rajasthan) 

(2) The bye-laws of apex weavers' societies should be amend
ed so as to make it obligatory for the affiliated primary societies 
to take shares for Rs. tOO or Rs. S per loom whichever is higher. 
(Rajasthan) 

(3) The Reserve Bank should sanction credit limits to apex 
weavers'societies to the extent of five times their paid-up share 
capital plus reserve fund and that the Reserve Bank should 
accept as cover for advances, good investments made by apa 
societies in co-operative institutions. (Andhra Pradesh) 
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Action taken 6y Reserve Bank of In4Itl. 

The Agricultural Credit Departmmt have examined thll 
question and informed the Registrar of Co-operative Societies, 
Amlhra Pradesh, that the present standard of three times the share 
CIIpital plus reserve fund has not resulted in hardship in any case. 

As regards the question oj accepting investments in co-operative 
societies as cover lor borrowing, the Department have informed 
him that shares of co-operative societies are not liable to attachment 
by any creditor and they could not, therefore, be accepted as security 
for 1000ns. The Department have also informed him that they 
"",ye no objection to ilJl1estments in trustee securities being accepted 
as coW!r. 

Regional Weavers' Societies 

Regional weavers' societies appear to be superftuous and 
they should be ama1samatcd with apex societies so as to form 
one strons central apex society. (Rajasthan) 

District Industrial Associations 

The Re~rve Bank should finance the District .ndustriat 
AS50~lation5. (Gujarat) 

Action ,aken by Reserve Bank oj India 

The Department have inJormed the Registrar that t/'e policy 
Is to finance only regional associations composed of weavers' co
operative societies. This question is coming up for consideration II' the meeting of Ad hoc Advisory Committee on Hand. 
ioom Finance. . 

Central Co-operative Banks 

(1) Central co-operati'\'e banks should sanction financial 
accommodation to primary weavers' societies in the form of 
cash credit. (Andhra Pradesh. Mysore. Rajasthan. Assam and 
Orissa) 

(2) The form in which primary societies have to apply for 
loans should be prescribed by the apex bank in consultation with 
the Department and the central banks. (Mysore. Rajasthan and 
Clujarat) 
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. (3) Central banks should frame subsidiary rules to :govem 
sanction and· operation of cash credit to· weavers' societies. 
(Mysore and Gujarat) 

(4) While examining loan applications of societies central 
banks should accept audited balance sheet of societies which 
are not more than two years' old. (Mysore) . . 

(5) Central bank should form a separate sub-committee 
for the purpose of scrutinising and sanctioning loans to weavers' 
societies. (Mysore and Gujarat) 

(6) The credit limit sanctioned by the Reserve Bank to 
a central bank should be increased to three times the share capital 
and reserve fund. (J\ndhra Pradesh and Mysore) 

A.ctlon taken by Reserve Bank of India 

The Agricultural Credit Department have already examined 
the question at the instance of the II.II-Indla Handloom Board and 
found that central banks had not, in many cases, drawn to the filii 
extent the credit limits sanctioned to them and that no hardships 
had been caused to societies on account of the present standard 
upto which "redit limits were being sanctioned to central banks. 
The Department also indicated that in ('ases in which the credit 
limits were not adequate, the remedy was to increase the share 
capital of central banks by state participation. The Department 
informed the Registrar of Co-operative Societies and the Joint 
Director of Industries. Bangalore, accordingly. 

(7) Loan application forms prescribed for central banb 
~hould be simplified and details relating to individual societies 
to be given in Statement No. 9 might be omitted. (Andhra 
Pradesh) 

Action taken by Reserve Bank of India 

This question WQS examined by the Reserve Bank, on more 
than one occasion and It was felt that as most of the central banks 
;n the country had not yet acquired a full grasp over the workin, 
of the scheme. It would be nece.uary to call for such details to ensure 
that the funds of the Reserve Bank are utilised only for production 
purposes by soc/etiel and that the working capital rft/Uiremenll ON 

properly .calculatd not exceeding Rs. 300 per loom. 
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'. ,(8) - Central banks 'should be exempted (rom maintaining 
fluid _ resources for the undrawn portion of the cash credit Ian.,. 
tioned to primary societies. - : I 

Actlnn' ~aken by Reser'Ve Banlc o/Indla -
. ,"",; 

This matter was examined and It was found that there wd8 
~o case for compliance with the request for the following reasoru: 

(i) Cash credits sanctioneJ to wl!avers' societies are on I~ 
lome footing as cash credits sanctioned 10 other types of socielie. 
and ,110 special concession can be shown 10 wea'Vers' societies. 

'(ii) Central ba"I's in Andhra Pradesh a"e having surpluses 
in fluid resources and it may not be difficult for Ihem to provide 
necessary fluid resources in respect of'. c~h_ cred~/~ lei wealer8' 
socielies a,f the amuunl of resource." to be maintained will not be 
large. ., ,', 

\ ",' " ".\:', 

, (9) Central banks' should finanbe iweavers' societies 'from 
their own funds, in the first instance, without waiting for sane. 
lion of credit-limits from the Reserve Bank 'aDd later on ,reimburse\ 
them!lelves. (OrisSa and Gujarat)" _I' \ ' 

'\ .', 

'. (10) The practice of ' some central banks asking for personal 
and- property sc<:urity from the directors of societies f~r,th~ '''or
towings' of the societies should be discontinUed. ' (Mysore' and 
Orissa) '. , ' '\ .. .." \ . . ' ' 

.' (11) Reserve Bank shOUld, aflow central banks and apeJ. 
banks t<> operate upon credit limits sanctioned to them in the 
same manner as cash credits. (Andhra Pradesh) 

Action taken by Reserve Bank of India " 

The Agric.ultural Credit Departmenl, explained to the Re
glslrar, Andhra Pradesh, that the operation on this accounl ;s almosr 
like thaI of cash credit with the difference that funds are ,drawn 
from the apex bank by the central banks· 0Ji presentation,of loan 
tlppllcationJ' and time promissory notes instead of cheques and Ihal ,II, ap,x bank has agreed 10 sanction such loans qUickly ',and thaI 
the present procedure. has not gi'len room for diffiCUlties. 
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(12) Central banks are requested to dispose of Joan appli. 
cations of primary societies within a period of two months from 
the date of receipt. (Mysore) 

(13) Central banks should arrange to inspect primary 
societies periodically for satisfying themselves about the utilisa
tion (If funds and the financial position of societies. (Orissa) 

"pex Co-operative Banks 

The apex co-operative banks should give financial assistanco 
to central banks from their own funds without waiting for the 
sanction of credit limits by the Reserve Bank. (Orissa) 

Finance for silk and wool weavers' co-operative societies , 
The Reserve Bank should agree to provide finance for silk 

and wool weavers' co-operative societies for working capital. 
(Andhra Pradesh) 

Action taken by Reserve Bank of Ind/a 

Studies relating to working of wool and silk indu.<itries and 
their organisational set-up on co-operative basis luve been con
d:lc/cd and the reports are under examination. Tile question 0/ 
approJ';I1g these two industries under Section 17(2) (bb) of '/,e Re
serve Bank of India A.:t for prol'iding working capilal is under 
examination by '''e R~scr"e B;mk of India. 

Staff for supervision and audit 

(1) The stalT for the audit of the societies should be 
appointed at the rate of one auditor for five societies instead of 
one auditor for forty-five societies as the accounts of the societies 
are complicated. (Andhra Pradesh) 

(2) Staff for supervision should be appointed on the basis 
of one Junior Supervisor for 20 societies and one Senior Super
visor for three Junior Supervisors and one Inspector for each 
central bank. (Assam) 

(3) Central banks may appoint experienced supervison 
as inspectors of central banks for supervision of w~avers' aocieties 
in anticipation of the sanction frOID the Government to meet 
the cost of the Inspectors. (Orissa) 
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Assistance from State Governments 

(I) State participation in the shares of apex weavers' socie
ties should be obtained to the extent of 6S per cent so as to increase 
the borrowing power of the societies. (Andhra Pradesh) 

(2) State Government should give a continuing guarantee 
for a period of five years instead of giving a guarantee once a 
year. (Andhra Pradesh and Gujarat) 

Action taken by Reserve Bank of India 

This subject Is being considered at the meeting o/Ihe Ad hoc 
Ad,isory Committee on Hand/oom Finance. 

(3) Central Government should raise from S to 10 per cent 
the ceiling limit up to which they would meet losses in individual 
cases of loans. (Andhra Pradesh, Mysore and Gujarat) 

(4) Government should pay a matching contribution to 
the thrift fund deposits contributed by members of weavers' 
societies subject to the fulhlment of certain conditions. (Andhra 
Pradesh) 

Action laken by Reserve B.7nk of India 

This quesiion is being discussed 01 Ihe meeting of the .Ad hoc 
Atl"so,·y Committee on Hand/oom Finance. 

The resolutions passed at these seminars have indicated 
that the societies and the central banks in the various States are 
just now beginning to understand the scheme of institutional 
finance and are taking steps to implement the scheme on proper 
lines. It may also be inferred that the societies require reorga
nisation to a certain extent and in certain respects, that the plan
nin5 of production and marketing and arrangements to secure 
timely finance from the banks have to be improved, that facilities 
available to societies and central banks under the Reserve Bank 
Scheme have not been understood clearly so far, that supervision 
and audit of societies in many States was inadequate and enough 
stafT for the purpose did not exist and that central banks did not 
possess adequate knowledge of the financial P9sition of the socie
ties and of their business operations because they had no special 
staff for checking the societies. The State Governments and 
the All-India Handloom Board may be requested to take appro
prjate action on the several requests made at the seminars. 
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ANNEXUllB II 

Rajasrh2n 

Sr. No. Resolution 

I (I) The workins of primary weavers' societies should 
be examined particularly in respect of the utilisation of the 
Cess Fund loans taken by them in the past. The balance 
sheet should be drawn up explaining the manner in which 
the funds have been utjJjsed and sleps should be taken for 
the repayment of the Cess Fund loans as and when they fall 
duc. 

(2) The primary societies should be cODverted into 
production societies i.e., they should supply yarn to the 
members for production and take back the finished goods 
after payment of wages to the members. Members should 
be prohibited from selling the finished goods themselves. 

(3) A programme of work will have to be chalked out 
allotting certain number of societies to the Handloom Inspec
tors (Industries & Co-operatives) who may cover as many 
societies as possible within the time prescribed for the pur
pose. A programme extending to about two to three months 
might be drawn up for the purpose. 

(4) Some of the societies are working with small number 
of looms. More looms should be enlisted so as to make 
these societies viable units. Where necessary two or more 
societies may be amalgamated to form into viable units. 
Where there is no scope for expansion or conversion into 
viable units steps to wind up societies might also be con
sidered. 

(5) Where societies had to be wound up in pursuance 
of resolution No. 4 above, steps should be taken to enlist 
the weavers as members of agricultural service co-operative 
societies in the area and to arrange for supply of yarn and 
marketing of goods through the service co-operatives. 

(6) The Registrar, Co-operative Societies wUl pre
scribe a common form of application to be adopted by pri-
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mary weavers' societies for applying for loan to central banks 
or the existing forms should be amplified so as to contain 
the financial particulars relating to the societies as required 
in statement No.9 of the loan application form of the central 
bank prescribed by the Reserve Bank of India. 

(I to 6 action to be taken by State Government) 

(7) Handloom Inspectors should arrange to get the 
loan applications prepared in the prescribed form and arrange 
to send them to the central banks through the Assistant 
Registrar, Co-operative Societies. The central banks will, 
after sanctioning the loans, prepare a consolidated statement 
and apply to the state co-operative bank direct. The state 
co-operative bank will send the application to the Reserve 
Bank of India through the Registrar. (Action to b: lake" 
by State Government, central banks and state co-operative 
b3nk). 

(8) Primary societies are required to take shares in 
central banks to the extent of 10 per cent of the loans re
quired by them. The societies should, therefore, strengthen 
their share capital position, where necessary, so as to be 
in the position to make these investments. The Handloom 
Inspector should arrange to obtain, where necessary, applica
tions from societies for issue of share capital loan to the 
members to be obtained from Cess Fund. The Department 
concerned is requested to make adequate provision under 
this head to meet the demand for share capilal loans. 

(9) Loans will be sanctioned to primary societies in 
the form of cash credit. These societies should keep them 
as live accounts by operating them frequently. Sale pro
ceeds of eloth should be remitted to the banks against funds 
drawn from it for purchase of yarn. Wherever possible, 
payment of purchase of yarn may be made by cheques drawn 
on the central banks. 

(10) Primary societies have represented that the limit 
of Rs. 300/- per loom was not adequate to meet the require
ments in full. Pending examination of this question by 
the AIl.lndia HandJoom Board, the finance made available 
to them will be limited to Rs. 300/- per loom only. 
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(1 J) The cloth manufactured by primary societies 
should bear identification mark indicating the name of the 
society producing it and the retail sale price etc. These 
particulan should be entered on the slip of paper to be pasted 
to each article produced by the society. The Inspectors 
(Handloom) should assist the society in this work. The 
societies may also affix their rubber stamps indicating that 
the goods have been produced by them. (8 to ll-actiOll 
to be taken by Slate Governm':!nt). 

II The existence of the regional weavers' co-operative 
societies appears to be superfluous at present when steps 
are being taken to strengthen the apex weavers' society. It 
is, therefore. retolved that the regional societies may be 
amalgamated with the apex weavers' society so as to form 
one strong central unit. The existing officers, staff and 
premises of the regional societies may be taken over by the 
apex society and run as its branches or depots. (Action to 
be taken by Slate Go,ernm~nt). 

III (I) The apex weavers' society should take up the work 
of distribution of yarn and other raw material like chemical 
and dyes required by the affiliated primary societies. For 
this purpose, it should make rough estimate of the require
ments of societies and make bulk purchases. The raw 
material may be stocked in select important sale depots 
of the apex society in areas where there is a large concentra
tion of weavers' co-operative societies. 

(2) The apex society should arrange to procure finished 
goods from primary weavers' societies. It may appoint a 
procurement officer who should go round production centres 
of the primary societies and see the quality of cloth and 
arrange for the purchases. Where possible, the goods may 
be despatched from the production unit to the retail depot 
of the apex society direct or they may be sent to the central 
godown of the apex society. 

(3) Primary societies will be required to send the in
voices in triplicate in respect of goods supplied. One in
voice will go direct to the Head Office of the apex society 
and the other two invoices to the central depot or other 
depot to which goods are consigned. The m:inager of these 
depots will. after physical verification of the gooell covered 
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by the invoices, acknowledge the receipt of the goods and 
send copy of it to the Head Office of the apex society. The 
Head Office will arrange for payment. This process should 
be carried out expeditiously. As far as possible, payment 
will be made by means of cheque. 

(4) The procurement price may be fixed on the basis 
of the cost of production at the level of primary society and 
allowing a margin of profit not exceeding 61 per cent for 
the apex society. The question whether the central depot 
has to be continued for pooling the goods produced and 
for despatching to the various depots which process entails 
cross movement of goods and stagnation of goods in the 
central depot, was deferred for consideration after one year. 
The decision will be taken after one year, taking into account 
the advantage and disadvantage of running a separate central 
depot. 

(5) The society requires finance both for purchase 
and trading in yarn and marketing of handloom cloth. For 
the present. the society may apply for the loan of Rs. 1 lakh 
under Section 17(2)(a) of the Reserve Bank of India Act 
for trading in yarn with expected turnover of about eight 
times in respect of yarn. The society may be in a position 
to supply Rs. 8 lakhs worth of yarn to the primary societies 
in a year. The position will be reviewed after some time. 

(6) The society may apply for a loan of Rs. 3 lakhs 
under Section 17(2)(bb) of Reserve Bank of India Act for 
the marketing of handloom cloth. 

(7) The share capital position of the society has to be 
strengthened adequately to enable it to borrow more funds 
both for trading in yarn and marketing of cloth. For this 
purpose, a drive has to be launched for enlisting more wea
vers' societies as members. Handloom Inspector, who 
visits societies for preparation of loan applications etc., will 
be required to obtain applications from these societies for 
admission as members of apex society. The bye-laws of 
the apex ~ociety may have to be suitably amended so as to 
make it obligatory on the part of each affiliated society 
to take shares to the extent of Rs. 100/- or at Rs. S per loom 
whichevcr is highcr (J to 7-actlon to he taken by State 
Go,ernmen/). 
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(8) In order to strengthen the apex weavers' society, 
more and more assistance be given to the apex society to
wards the development schemes for which loans and grants 
are being given by the Government of India so that the 
development of the handloom industry may strike roots 
and there be a proper co-ordination between the primaries 
and the apex society. (Action to be taken by Government 
of India). 

IV This scheme will be tried intensively in areas of central 
banks in the following select districts : 

1. Jaipur 2. Ajmer 

3. Sikar and Jbunjhunu 4. Sawai Madhopur 

S. Kota 6. Bhilwara 

7. Udaipur 8. Bikaner 

9. Jodhpur 10. Pali 

11. Nagaur 12. Barmer &: Jaisalmer 

(1) In each of the districts, applications will be ob
tained from select primary societies having a large number 
of working looms with reasonable prospects of conversion 
into production societies. Arrangement may be made to 
obtain such applications in the course of next two months 
to send the first batch of loan application to these banks 
for finance for the year 1960-61. The second batch may 
be sent if more societies come into its required stage. 

(2) The central banks may disburse the loans as soon 
as possible to the primaries and then apply to the Reserve 
Bank of India through the apex bank for reimbursement. 
The applications of the central banks to the apex bank will 
be based upon the corresponding application of lhe primary 
societies so that the funds can be disbursed to the societies 
as soon as the loan is sanctioned by the Reserve Bank of 
India, if this has not been done already. 

(3) Central banks will sanction loans to the primary 
societies in the form of cash credit. The usual rules rela
ting to cash credit will be adopted. Societies will be required 
to send monthly statement of stock of goods and other assets 
which form security to the central banks for the runds lent. 
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(4) Where the share capital position of the central 
bank is weak, steps may be taken to get share capital con
tributed by the State Government. The Registrar of Co
operative Societies may examine the position and request 
the Government, if necessary, to apply for a loan from the 
Reserve Bank of India. (I to 4-action to be taken by Slale 
Government) 

V The apex bank may apply to the AU-India Handloom 
Board for subsidy in respect of interest on loans given out 
of its own funds to the apex weavers' co-operative society. 
(Action 10 be taken by All-India Hand/oom Boald). 

VI (I) The Government of Rajasthan be requested to 
guarantee for a lump sum approximately equal to total credit 
limits which may be fixed for the several central banks and 
the apex society instead of giving piecemeal guarantees in 
respect of each loan. 

(2) The present staff appointed for supervision at 
present is not adequate to meet the needs of societies. Parti
cularly in the light of decision taken for reviving the existing 
sodeties and for converting them into production units, 
adequate staff is necessary. In view, however, of the fact 
that some of the societies are very small units having about 
10 looms or so, it is considered that as a first step, the staff 
might be appointed at one Junior Supervisor (Assistant 
Inspector) for 20 societies and one Senior Supervisor (Ins
pector) for three Junior Supervisors. The staff required 
for the central and apex banks should be on the scale laid 
down by the Government of India. In respect of staff for 
central banks, one Inspector should be appointed imme
diately and second Inspector may be appointed as and when 
number of weavers' societies obtaining loans will increase. 

(3) The existing staff of Handloom Inspectors in the 
Industries Department are technically qualified persons. 
Their services should be utilised for technical supervision 
of weavers' societies in introducing designs, preparation of 
cost accounts, and quality marking and not for other admi
nistrative work like checking of rebate bills etc. 

(4) The rebate on sale of handloom cloth should be 
extended to all societies which have taken production of 
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handloom cloth on their own account. The pRamt pattern 
of reBtrictiPg the privilege. to a few -selected societies should 
be discontinued. 

(S) Government are requested to purcJ1ase at least 
fifty per cent of their requirements of cloth from the hand-
100m societies. 

(6) Staff employed by the apex society and weavers' 
societies should be given facilities to get training in the 

. training centres opened by the All-India Handloom Board 
in Kota and Bombay. 

(7) . The Resistrar of Co-operative Societies is requested 
to post experienced Inspectors for supervision of handloom 
societies and to absorb the Inspectors recruited afresh in 
the other Sections of the Department. These experienced 

-inspectors posted for work in the weavers' societies may 
be given· practical training for about four weeks in States 
like Andhra Pradesh and Madras where weavers' societies 
have shown fairly good progress. (1 to 7-aclion to be 
taken by State Government.) 

Orissa 

Sr. No. - Resolutions 

Primary Weavers' Societies 

1. The face value of each share in the primary weavers~ 
society may be fixed at Rs. 20/- so as to strengthen the share 
capital structure of the society. 

2. In order to enable the society to obtain working capital 
loan at Rs. 300 per loom, a weaver member may be required 
to purchase a minimum of three fully paid shares of Rs. 20 
each and until three shares are fully paid up, thrift fund 
depositi of members should be periodically converted into 
shares. 

3. The maximum borrowing power of the society may 
be ~ed at a mUltiple not exceeding eight times the aggregate 
aDlount of paid up share capital and tbe reserve fund. Exist
ing bye-laws of tbe societies may be amended accordingly. 
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4. Wherever necessary, societies should be helped with 
share capital loans to strengthen their share capital position. 
(/ to 4-actlon to be taken by State GOllernment). 

Central Banks 

I. In view of the difficulties in getting suitable persons 
to work as Inspectors with central banks, it was agreed that 
the central banks may appoint one or two Supervisors as 
the case may be in anticipation of Government sanction to 
meet the cost of such Supervisors. 

It was also agreed that if funds permitted, Government 
should examine giving peons to the Supervisors. 

2. It was decided that the following six central banks might 
be selected for intensive working of the Reserve Bank of 
India Scheme for financing hand loom weavers' co-operative 
societies. 

1) Khurda 
4) Berhampur 

2) Banki 
5) Cuttack and 

3) Angul 
6) Boudh. 

3. The central banks in the State agreed to extend financial 
accommodation to weavers' co-operative societies in the 
same manner as they did in the case of agricultural credit 
societies. 

4. It was agreed that wherever it was not the practice now, 
the central bank would advance working capital loans to 
the societies at the rate of 10 times the value of paid-up shares 
held by them in the central bank. 

S. It was agreed that the rate of interest to be charged on 
the working capital loan to the primary weavers' societies 
should be 3 per cent instead of S-! per cent as at present and 
the central banks should prefer their claims in respect of 
interest subsidy of 2; per cent from the Government early 
in July every year. 

6. The central banks agreed to advance working capital 
loans to primary weavers' societies in the form of cash credit 
instead of short-term loans as at present. 
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7. Cash credit should be sanctioned for a period of one 
year (1 July to 30 June) and credit limits be renewed if the 
operations in the accounts and the general working of the 
societies were satisfactory. 

8. The primary weavers' societies should remit the sale 
proceeds into the central bank at frequent intervals and draw 
upon the credit limits as and when funds are required for 
purchasing yarn, payment of wages etc. 

9. It was agreed that the central banks would not insist 
on demanding personal security or landed property as secu
rities from the Directors of the societies as at present. The 
central banks wpuld obtain demand promissory notes lind 
deed of hypothecation executed by the officers of the societies 
authorised in this behalf for obtaining such advances. 

10. The central bank would call for monthly statement 
of stocks from the concerned weavers' societies and watch 
the utilisation of the amount drawn by them and ensure 
that the outstandings against the societies were adequately 
covered by the stock of yarn and cloth in hand. yarn ad
vanced to members etc. 

11. The central banks would also arrange for the inspec-
tion of the primary weavers' societies at periodical intervals 
by their supervisors and satisfy themselves about their work
ing and financial position. 

12. The central banks have agreed to finance the weavers' 
co-operative societies from their own funds in the nrst in
stance without waiting for the sanction of credit limit from 
the Reserve Bank of hldia. (J to /2-action to bt taken bv 
State Governmt'nf and ('('nfral banks) 

Apex Bonk 

I. The apex co-operative bank would extend financial 
accommodation to the central co-operative banks for the 
loans disbursed by them to weavers' societies from their 
own funds until the credit limits were sanctioned to the cen
tral co-operative banks by the Reserve Bank of India for 
reimbursement of such advances. (Action fo bt' talee" by 
State Government and apex bank). 
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Ap,x Wea",rs' Society' 

1. All the primary weavers' co-operative societies should 
be affiliated to the apex hand loom weavers' co-opetative 
society at a very early date and subscribe to its share capital. 
The apex weavers' co-operative society might take necessary 
steps to obtain its yarn requirement direct from the mills 
and it might approach the All-India Handloom Board for 
such assistance as· is necessary for the purpose. 

2. It was agreed that the primary weavers' societies might 
be supplied with their yarn requirements at market rates. 
In case any loss is sustained by the apex weavers' co-operative 
society in the business, the State Government may, with the 
approval of the All-India Handloom Board, grant. such 
assistance as is possible within the ceiling grant for the State. 

,3. The apex weavers' society might help the primary wea-
vers' societies for the disposal of their surplus goods and 
provide necessary market information and production of 
those varieties of cloth for which there is ready demand. 

4. The apex weavers' co-operative society might apply 
for a separate credit limit to the Reserve Bank of India for 
trading in yarn as the concessional finance sanctioned for 
marketing should not be utilised for yam trade. (/ to 4-
action to be taken by Stale Government and apex weavers' 
society) . 

.. .Audit 

1. The audit of the central banks and weavers' societies 
should be completed as early as possible and the audit of 
the six central banks selected for intensive implementation 
and the weavers' societies in their area. for the years 1958-59 
and 1959-60, should be completed on an ad hoc basis by 
deputing special staff for the purpose. Audit certificates 
should be issued by the Registrar as expeditiously as possible 
after the audit. 

A reduction of audit fees may be examined by the State 
Government. (dClloIIIO N tak'lI by State GOY,rruraellt). 
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Te.'cal . 

t. The primary weavers' co-operative societies should 
be assisted by the Supervisors of Weaving Department to 
prepare costing statements of fabrics woven by them and 
keep the register for perusal and verification by the auditors. 

2. The Technical Mistry of the Department should be 
attached to the selected primary weavers' co-operative socie
ties for a period of three months during which time he should 
train some weavers in the techniques of improved weaving 
and the use of improved appliances. . 

3. Fifty of the "xisting Mistries will be deputed to SO socie-
ties at a time in the area of selected central co-operative 
banks and in the course of a year should cover 200 societiel 
at the rate of SO per quarter. (1 to 3-oction 10 be tab1l 
by State Government). 

Training of Auditors and Inspectors of Industrial Co-operative8 

l. The Government of India have circuJarised to the State 
Governments to indicate the number of persons to be trained 
in industrial co-operatives. In this connection, the Re
gistrar will examine the position and send up the information 
at an early date. (Action to be taken by Stale Government). 

Gujarat 

Sr. No. Resolution 

1 Pattern of organisation of weavers' co-operative societies 

After reviewing tbe present position of the handJoom 
industry in the Gujarat State and after considering the 
fact that a certain section of weavers has taken to this in
dustry as seasonal occupation and that they are scattered 
in small numbers in villages, the seminar recommends that 
consistent with the All-India pattern of weavers' co-operative 
·societies, the societies in Gujarat should fun,,:tion as produc
tion and sale societies with suitable arrangements for supply 
of yam and sale of cloth. Where there is adequato number 
of weaven coDCCIluated in towns or villages. tho societies 
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must necessarily undertake production and sale of hand-
100m cloth produced by the weaver members at societies' 
accounts. At other places, where the weavers are scattered, 
it is necessary to have workable and viable size of weavers' 
coo;operative societies, so that these units can undertake 
production and sale of handloom cloth at societies' level 
to the maximum extent possible. The seminar, therefore, 

. resolves that wherever possible, the existing weavers' co-
operative societies should undertake production and sale 
of handloom cloth produced by weaver members and, if 
necessary. large-sized weavers' societies having Talukas 
as areas of operation, may be split up into convenient work
able and viable units, so that these societies can be eligible 
to get all the benefits of the handloom development schemes 
and also the Reserve Bank of India's finance. It is further 
clarified that the weaver members should be supplied yarn 
and other raw materials by the societies and they should 
produce cloth according to specification given by the socie
ties. The societies will pay the wages to the members for the 
cloth produced by them and undertake its marketing. No 
member should be allowed to purchase yarn from any other 
source directly unless so permitted by the society in excep
tional circumstances. Thc cloth produced by the weavers 
has got the local market in the villages to a certain extent. 
In order not to lose the benefit of local market, a suitable 
system has to be evolved, so that the primary societies can 
allow the weavers to supply cloth to the local customers. 
The following methods are, therefore. suggested to market 
the cloth produced by the weavers' co-operative societies: 

(a) To open small sale depots. wherever they are expected 
to run on an economic basis ; 

(b) To appoint local agricultural credit or mUltipurpose 
societies as agents for sale of handloom cloth ; 

(c) To appoint one of the weavers in the villages as 
an agent of the primary co-operative societies to sell cloth 
to the local customers : 

(d) The production programme should be so planned 
by the societies that after meeting with the requirements of 
the local market. the surplus cloth can be taken over by the 
district industrial co-operative associations for sale through 
the depots run by the district organisations. 
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. In cases, where the weavers' co-operative societies do 
not undertake production and sale of cloth, but mainly 
do the work of yarn distribution, i.e. function as service 
type of societies, such societies will not be eligibJe to get 
the Reserve Bank of India's finance at concessional rate nor 
rebate on sale of cloth, but they should be allowed working 
capital from Cess Fund or the central financing agencies 
should give necessary accommodation from its own funds 
on normal terms. The service type of co-operatives should, 
however, be eligible to get all other assistance under the 
Cess Fund Scheme, such as supply of improved tools and 
equipments, dye-bou~e facilities etc. (Action to be taken 
by State Government). , 

2 Finance for weavers' co-operative societies under Reserve 
Bank of India Scheme 

A large number of weavers' co-operative societies have not 
been able to borrow working capital funds under the Reserve 
Bank of India's Scheme since 1957, with the result that the 
financial condition of the societies has gradually deteriorated 
and number of them have become stagnant. The seminar, 
therefore, resolves that such stagnant societies should be 
revitalized and necessary financial and technical assistance 
should be given, specially in the following manner : 

(a) Loan to the weaver members for increasing their 
shareholding in the society upto Rs. 100 per member : 

(b) Share capital contribution by the Government to 
the societies on matching basis; 

(c) The working capital loan should be given either 
from the Reserve Bank of India funds or by the district 

. co-operative banks from their own funds or by the Depart
ment from the Cess Fund ; 

(d) Management grant : 

(e) Technical guidance for production of improved 
type of cloth, and for introduction of better designs, etc. 

The district industrial co-operative associations should 
draw out a programme of revitalization of such stagnant 
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and dormaat co-operative primary societies, in consultation 
. with the officers of the Department of· Cottage Industries 

and they should undertake the res~sibility of seeing that 
the societies work in a regular and orderly manner. (Action 
to be taken by State Government). 

The seminar has noted that after the Reserve Bank of 
'. India's Scheme of providing working capital finance to 
. weavers' co-operative' societies has come into force. the 

amount of credit fixed 'by the Reserve Bank of India in 
. favour of central financing agencies and the amount drawn 
". by them and disbursed to the primary co-opera.tives is 

decreasing every year. The amount disbursed to the primary 
co-operatives in 1957-58 is Rs. 30,000/-, in 1958-59 

.... Rs. 23,000/- and in 1959-60 Rs. 22.200. This indicates.a 
highly unsatisfactory state of affairs. The seminar, there
fore, after discussing at great length the various difficulties 
in getting the necessary financial accommodation. has suggest-

.. ed as follows: 
.' 

(a) The Reserve Bank of India should be requested to 
sanction overall credit against the Government guarantee 
in respect of each central financing agency in the beginning 
of every year, without waiting for the detailed reports and 
information in respect of each affiliated weavers' co-operative 
societies. The central financing agency should be free to 
draw, within the sanctioned credit limits. amounts, as and 
when required, for advance to the weavers' co-operatives. 
This will do away with the present procedure of submitting 
detailed information, audited balance sheet and resolutions 
of the Managing Committees of the primary co-operative 
societies and would save considerable time. (Action to be 
taken by Reserve Bank of India). 

(b) The State Government should be requested to give 
guarantee for a period of five years in respect of each central 
financing agency. after taking into consideration the number 
of looms in the co-operative fold in the particular district 
and the programme of hand loom production for the plan 
period. The State Government can review the necessity 
of increasing or decreasing the guarantee limits every year. 
If the guarantee is executed by the Government with the 
Reserve Bank of India for a period of five years or annually, 
it will be possjble for the central financing agencies to draw 
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tbe amo1lllts required by tbe weavers' co-operative societies 
as and when required within tbe overall limits of tbe guarantee 
deed. The present delay involved in conveying Government 
luarantee to the Reserve Bank of India will be av(.\ided and 
it will be possible for the central financing agencies to provide 
adequate and timely finance to the primary co-operatives. 
(Action to be taken by State Government). 

(c) Government of India should be requested to sanc
tion the schemes of (I) giving subsidies in the rate of interest ; 
and (ii) guarantee for losses to the central financing agencies 
for the Third Plan period, so that the time taken at present 
in conveying annual sanctions to the State Government may 
be saved and th! programme can be planned on long-term 
basis. 

(d) The losses are guaranteed to the extent of S per 
cent of total finance by Government of India, at present. 
It is necessary to increase the limit of guarantee to 10 per 
cent of the total advance given by the central financing 
agency to the primary weavers' co-operative societies. 

(e) At present, the working capital is given to the 
weavers' co-operative societies at the rate of Rs. 300/- per 
loom. which is found to be quite inadequate. In view of 
the increasing price of yarn and wages and in case of weavers 
preparing cloth from medium and fine count yarn or art
silk. it is necessary to raise the limit upto Rs. SOO/- per loom, 
subject to the actual requirements of the weavers' co-opera
tive societies, calculated on the type and variety of the cloth 
produced by the society. (c to (I-action to be taken by AI/
India Handloom Board). 

The seminar further reiterates that the Reserve Bank of 
India funds have not been made available to the weavers' 
co-operative societies for various reasons and this has brought 
them to a very deplorable state of affairs during the last 
three years. This situation requires to be repaired immediate
ly and if the Reserve Bank of India. the State Government 
and Government of India take a sympathetic view and 
evolve a flexible and simple procedure as may enable the 
societies to let adequate and timely finance, the lituation 
can be saved and desired prolress achieved. 
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3 Financing weavers' co-operative societl6s by central financing 
agencies from their own funds 

The seminar feels that the district co-operative banks 
and the industrial co-operative banks can playa very vital 
and important role in financing the hand loom industry 
which is one of the most important cottage industries in 
the country. The district co-operative banks and the in
dustrial co-operative banks are, therefore, earnestly requested 
to advance working capita] funds from their own resources 
at a concessional rate of interest. In order to enable the dis
trict co-operative banks to discharge this function effec
tively, the foUowing measures are recommended : 

(i) The district co-operative banks should constitute 
a loan sub-committee, consisting of: 

(a) two to three members of the Board of Directors; 

(b) one representative of the district industrial co-operative 
association; 

(c) one representative of the primary weavers' co-operative 
societies; 

(d) one representative of other industrial co-operative 
societies; 

(e) assistant Director, Cottage Industries or a nominee 
of the Registrar. Co-operative Societies. 

This committee should meet once in two months or 
oftener, if necessary, to scrutinize and sanction the loan 
applications or to renew the credit and to do needful to 
see that the societies become ftnanciaUy sound and eligible 
to receive the institutional finance. (Action to be taken b, 
Slate Government and central banks) 

Oi) The bye-laws of the district co-operative banks 
should be amended, if necessary, so as to provide for the 
sub-committee mentioned above, and also to give short, 
medium and long-term finance to the industrial co-opera
tives from their own funds. (Action to be taken by State 
Goyernment). 
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(iii) In order to enable the borrowing societies to get 
the bank's finance at 3 per cent interest, the Government 
should live subsidy either to the bank or to the society, 
equal to the difference between normal rate of lending and 
the concessional rate of lending. (Action to be taken 
by Stale Govrrnment and All-India Ha"dloom Board). 

(iv) The Government of India and the State Government 
should share the risk involved in financing the handloom 
weavers' co-operative societies or industrial co-operative 
societies. The seminar draws the attention of the concerned 
Governments to the Resolution of the Ministry of Commerce 
and Industry, No. 5(9)/38-F.U. dated 7 November 1959, 
wherein it is de~ided that the pattern in regard to weavers' 
societies for sharing the losses by the Central Government 
and the State Government and the financing institutions 
in the ratio of SO per cent, 40 per cent and 10 per cent respec
tively should be adopted for the entire Third Plan period. 
The proper announcement by the Governments concerned 
will inspire the confidence and enthuse the central financing 
agencies to advance necessary funds to the primary co-opera
tives. (Action to be taken by Government of India and State 
Government). 

(v) The central financing agencies should evolve a 
simple and suitable form of loan application, which the 
primary co-operatives can fill in and submit to the central 
financing agencies without difficulties. (Action to be laken 
by State Government and central banks). 

(vi) The working capital runds given by the central 
financing agencies or by the Reserve Bank or India are 
for a period of ] 2 months. The primary co-operatives 
do nol exactly understand that the funds are advanced as 
cash credit and not as loans. The district industrial co
operative associations. the central co-operative banks and 
the Departmental Officer should. therefore. explain very 
clearly how the credit accounts are to be operated by the 
societies and how the credits will be renewed by the banks 
every year. The seminar. therefore. urges that the central 
financing agencies should be prompt in renewing the cash 
credit limits in case of societies which operate their accounts 
'in a live manner. (Action to bi' labn by Stale Go.ernmen, 
and central banks). 



74 AD flOC ADVISO .. y OOMMlTl'EE 

4 Marketing finance 

The primary co-operative societies will get required 
production finance under the Reserve Bank of India's 
Scheme or from the own resources of the central financing 
agencies in the manner recommended above. The district 
industrial co-operative associations will have to playa very 
sreat role in marketing the surplus production of primary 
co-operatives by running sale depots and emporia in im
portant towns and cities in the State. The pattern of district 
industrial co-operative associations in Gujarat State will 
be of a different character from what is envisaged by the 
Reserve Bank of India. In view of the present development 
of industrial co-operative movement in the State, it will be 
necessary and desirable for the district industrial co-operative 
associations to render services to all types of industrial 
co-operatives, including handloom weavers. The seminar, 
therefore, very strongly requests the Reserve Bank of India 
to give marketing finance to the district industrial co-opera
tive associations on their usual terms, so that the district 
industrial co-operative associations can supply yarn, colours 
and other raw materials to the primary co-operatives and also 
undertake the sale of handloom cloth, through their agents 
and the sale depots. The seminar requests the district 
industrial co-operative associations to satisfy the Reserve 
Bank of India in maintenance of separate accounts in respect 
of funds given by the Reserve Bank of India for purchase 
and supply of yarn and for marketing of the handloom cloth. 
The central financing agency should also advance loans to 
district industrial co-operative associations and state indus
trial co-operative association against pledge or hypotheca
tion of goods at normal rates of interest. (Action 10 be 
taken by Reserve Bank of India). 

5 Supply of yarn 

It has been represented by the weavers' co-operative 
societies that the supply of yarn has been rather irregular 
and they have suffered losses because of rising prices of yarn. 
After reviewing and considering the position regarding the 
supply of yarn, the seminar recommends the following 
pattern for yarn distribution: 
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(I) The state industrial co-operative association should 
be r~ognised as the only central agency for purchase of 
yarn required by the weavers' co-operative societies in tho 
State; 

(li) The state industrial co-operative association should 
be a sole agent for sale of yarn produced by the Co-operative 
Spinning Mill at Limbdi ; 

(iii) Different counts of' yarn to be manufactured by 
the Co-operative Spinning MilJ at Limbdi should be settled 
by the state industrial co-operative association with the mill. 
after taking into consideration the following two important 
factors: ' 

(a) the economic feasibility on the part of the Co
operative Spinning Mill in preparing certain counts of yarn ; 

(b) the requirements of the weavers' co-operatives 
in the State for different counts of yarn. (I 10 ill-Action to 
be taken by Slale Governmn/). 

(iv) The state industrial co-operative association should 
enter into an agreement with the mills in and outside the 
State for procurement of yarn required by weavers' co
operative societies. The All-India Handloom Board is 
requested to use its good offices to see that the tex.tiIe mills 
agree to supply the required quantity of yarn to the state 
industrial co-operative association at ex-mill prices. (A.ction 
to be taken by All-India Handloom Boord). 

(v) The state industrial co-operative association will 
also undertake the work of procuring colours. chemicals. 
dyes, caustic soda, art silk. and other raw materials required 
by the handloom industry and distribute the same to the 
weavers' co-operatives through the district industrial co
operative associations. The state industrial co-operative 
association will be the sole procurement agent on behalf of 
the weavers' co-operative societies in the State and will 
distribute the raw materials through the district industrial 
co-operative associations and will charge reasonable com
mission for undertaking this work. (Al'tlon 10 ". take" 
by Stale Government). 
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(vi) According to the normal business practice, the 
state industrial co~operative association will supply yarn 
through the district industrial co-operative association to 
primary co-operative societies at market rates, prevailing 
from time to time. The state industrial co-operative associa
tion should be requested to accept the All-India Handloom 
Board Scheme regarding yarn supply according to which 
it will be eligible to get 2/3rd of its losses incurred during the 
year in this business, subject to 10 per cent of the overall 
turnover from the Government of India and the remaining 
1/3rd from the State Government. (Action to be taken by 
Stale Government). 

(Vii) The seminar very emphatically resolves that no 
weavers' co-operative societies or the district industrial 
co-operative association should entcr into direct dealing with 
any textile mill or any other concern for purchase of yarn, 
artsilk. colours. chemicals, etc., so as to avoid internal com
petition between the state industrial co-operative association 
and other organisations. In order to enforce this discipline, 
it is necessary to prescribe some rules, incorporating the 
condition that no society will be eligible to get the rebate 
from the Government unless it procures yarn from the 
state industrial co-operative association through the district 
industrial co-operative associations. The society or the 
district industrial co-operative association will be permitted 
to procure yarn and other raw material directly from the 
mill, only if it is given the necessary certificate by the state 
industrial co-operative 8liliociation lo the effect that the 
goods required by the primary co-operatives or the district 
industrial co-operative association are not in stock. (Action 
to be taken by State Government). 

(viii) The seminar further recommends that the syste
matic study and market survey should be undertaken by the 
district industrial co-operative associations: 

(a) to ascertain the requirements of yarn, colours, 
chemicals, etc .• of the co-operatives; 

(b) to plan out the production of yarn by the Co
operative Spinning Mill, Limbdi; 

(c) to analyse market trends in view of the changing. 
taste of the consumers. (Acli()PI to be taken by State Govern
ment). 
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6 Marketing of cloth 

The seminar draws the attention of the handloom 
weavers' co-operative societies to the urgent necessity of 
preparing handloom cloth according to the modern and 
changing taste of consumers. After satisfying the local 
needs of the consumers, the surplus capacity of the handloom 
industry will have to be switched on to produce the cloth 
saleable in the market. The seminar recommends tho 
following actions in this respect: 

(a) The primary co-operative societies may be sanc
tioned sale depots by the Department, according to the 
estimated sale of hllndloom cloth within its area of operation; 

(b) The district industrial co-operative association 
should be sanctioned sale depots within the district in a 
manner, as may not come in con8ict with the sale depots of 
primary co-operatives ; 

(c) The seminar feels that there is no objection to the 
district industrial co-operative associations selling the hand
loom cloth manufactured by the weavers' co-operative 
societies outside the State of Gujarat to a limited extent, 
but it strongly objects to the sale depots undertaking the 
sale of handloom cloth prepared by individual weavers or 
supplied by dealers; 

(d) The state industrial co-operative association should 
establish a first class handloom house in the city of Ahmeda
bad; 

(e) The district industrial co-operative associations and 
the state industrial co-operative association should contact 
the All-India Handloom Fabric Co-operative Marketing 
Society, so that the handloom cloth can be sold in all-India 
market: 

(f) The state industrial co-operative association should 
also undertake the work of exporting handloom cloth 
under the export promotion scheme. The state industrial 
co-operative associatio.n ~hould. als~ exp~rt ~arn. ~roduced 
by the Co-operative SplDDlng MIll, LI~bdl, whlc~ IS ID e~c~ss 
of the requirements of the weavers co-operatIve socIetIes 
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in Gujarat State and may import other essential article •• 
such as artsilk, colours, etc., out of the foreign exchange 
earned; (a to f-action to be taken by Stale Government). 

(1') The seminar requests the All-India Handloom 
Board to give maximum financial assistance to the state 
industrial co-operative association in equipping the central 
bandloom house and also give recurring grant on liberal 
Kale during the Third Plan period till the handloom house 
becomes self-supporting. (Action to be taken by All-India 
Hand/oom Board). 

7 Proiluction of ~tter varieties oj cloth 

Excepting a few weavers' co-operatives, most of the 
societies are manufacturing cloth out of coarse yam required 
for the local consumption. It is necessary to reorient the 
bandloom industry by introducing modern designs and 
better techniques of production. The seminar recommends 
the following measures in this respect: 

(0) The district industrial co-operative associations andl 
or the Department of Cottage Industries should run short
term training centres at suitable places in the State. The 
actual weavers may be trained in short-term courses in (i) 
ase of improved appliances: (ii) improved techniques 
of production ; and (iii) new designs of handloom fabrics. 
The weavers should be given sufficient stipends as to com
pensate for the loss of their daily wages during the training 
period; 

(b) A central workshop should be established at a 
suitable place in the State for manufacturing improved types 
of looms and accessories ; 

(c) The primary weavers' co-operative societies should 
be given improved appliances and tools on loan-cum-grant 
basis according to the present pattern of assistance, provid
ed the societies are in a position to make full use of the
improved appliances; 

(d) The new designs should be supplied to the weavers' 
co-operative locieties al frequently as possible by the Depart
ment and/or district industrial co-operative associations; 
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(e) The weavers should be given an opportunity to 

visit handloom centres within and outside the State. (a tD 
e-aclion 10 be taken by Slate Government). 

8. Introduction 01 powerlooms in tl.e h:zndloom co-operatl,e 
societies 

The seminar welcomes the scheme of supplying power
looms to the handloom . co-operative societies and hopes 
that the scheme will be continued vigorously during the 
Third Plan period in a manner that the present demand 
of the weavers' co-operative societies for getting power
looms is fully satisfied. The introduction of powerlooms 
in the hand loom sector has created a few problems which 
require urgent solAtion. The seminar, therefore, recommends 
the following measures in this respect : 

(a) The working capital at the scale of Rs. 1,000 per 
power)oom supplied at present is found to be too much 
inadequate. The powerlooms require sized beams and 
run two shifts normally. The societies, therefore, require 
a larger working capital upto Rs. 2,500/- or Rs. 3,000/
per loom. The district co-operative banks are, therefore, 
urged to advance necessary accommodation to the societies 
at normal rate of interest; 

(b) In order to enable the district co-operative banks 
to advance required funds to the societies, for running the 
powerlooms, it is urged that the Government may keep 
its first charge only on the fixed assets created out of the loan; 

(c) The societies, in many cases, are not able to borrow 
the required funds from the co-operative banks for want of 
borrowing capacity. Government is requested to contribute 
to the share capital of the primary co-operatives in suitable 
cases, if primary co-operatives undertake to build up the 
reserve funds and increase their share capital in a manner 
prescribed by the Registrar, Co-operative Societies; 

(d) In view of the incre~s~ng demand for ~ized beams. 
it is necessary to put up a SIZlOg plant at a suitable place, 
preferably at Limbdi: 

(e) The district industrial co-operative associations 
should undertake the work of procuring sized beams from 
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the textile mills and supply the same to the weaven' c0-
operative societies. Ca tD e -action to be taken by State 
Government). 

9. Secretaries' cadre 

The seminar feels that one of the causes of weakness 
of the co-operative societies is that they have not been able 
to get competent and trained secretaries to look after the 
management of the societies. The seminar, therefore, 
recommends that the district industrial co-operative associa
tions should create a cadre of secretaries. recruit them. train 
them in co-operation, accounts, management and techniques 
of weaving for a period of six to eight months and then lend 
their services to the weavers' co-operative societies. Tho 
expenditure involved in training should be met by the State 
Government and the expenditure involved in establish
ment and maintenance of the cadre should be shared between 
the primary co-operative societies, district industrial co
operative associations and the State Government. The 
seminar feels that the State Government will have to bear 
part of expenditure on the secretaries' cadre in the initial 
stages and gradually, the State share of grant can be reduced 
as the primary co-operatives become financially strong 
enough to bear the expenditure. (Action to be taken by 
State Government). 

10. Appeal to co-operative societies 

The seminar. while concluding the deliberations, strongly 
appeals to all the primary co-operatives to reorganise them
selves and undertake production and sale activities in business
like manner. The seminar also earnestly hopes that the 
district industrial co-operative associations and the state 
industrial co-operative association and the central financing 
agencies will play their roles effectively and maintain live 
contact with their affiliated primary co-operatives. The 
handloom industry in Gujarat State can make desired pro
gress jf all the agencies play their part effectively and assist 
the primaries technically, financially and administratively. 
Targets laid down for Third Plan in respect of production 
of handJoom cloth and improving the economic conditions 
of the weavers can be realised if the recommendations made 
by this seminar are translated into practice at an early date. 
(Aclhn to be taken by State GOllernment and concerned 
agencies). 
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A.ntfhra Pradesh 

Sr. No. Resolution 

1. Rehabilitation of societies 

A large number of weavers' co-operative societies had 
not been able to borrow loans for working capital under the 
Reserve Bank Scheme. As a result of this, they were dormant 
or not working to full capacity. These societies can be 
divided into two categories. The first category of societies 
consists of those societies whose position is unsatisfactory 
on account of h~avy losses and lack of human material 
and it will be impossible to revive them. These societies 
have to be liquidated and new societies formed in the area 
and given assistance for share capital etc., from the Cess 
Fund. 

The second category of societies are those which have 
reasonable chances of revival. In such cases action should 
be pursued on the following lines: 

(a) the accumulated losses of the societies should be 
set off against the reserves like business reserve, price fluctua
tion fund etc., and. if necessary, statutory reserve fund also; 

(b) assistance should be obtained for state participation 
in the share capital structure of these societies ; 

(c) working capital loans should be obtained for these 
societies from the Reserve Bank of India, if necessary, by 
extending lOOper cent Government guarantee ; if this is 
not possible, loan should be given from Cess Fund for work
ing capital ; 

(d) in order to help the societies in the programme of 
revival. the administration and supervision charges of these 
societies should be met from Cess Fund for a period of 
three years from the date of revival ; . 

(e) pending action on the lines suggested above, in 
.order to help the immediate revival of these societies and 
to enable them to start working, the apex society should 
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employ the societies as its agent for production work by 
issuing yarn and taking back the finished cloth after giving 
wages. (a to e-act;on to be taken by State Government). 

2 Operation of credit facilities 

(I) The seminar is of the view that the scheme of Reserve 
Bank finance to weavers' societies can be worked out success
fully only if cash credits are allowed by the central banks 
to the primary societies and societies are allowed to operate 
on the accounts without obtaining the recommendation of the 
Departmental officers for every withdrawal. All central 
banks are requested to issue cash credit accommodation only. 
(Action 10 be taken by State Government). 

(Ii) Central banks may be exempted from maintaining 
fluid resources in respect of the undrawn portion of these 
cash credits. The Reserve Bank of India is requested to 
permit this procedure. If this is acceded to. the central 
banks will not charge the societies with interest on the un
drawn portion of the cash credit. (Action to be taken by 
Reserve B.:mk of India). 

(iii) The Reserve Bank of India is requested to allow the 
central bar.ks and the apex banks to operate on the credit 
limits sanctioned to them in the same manner as cash credit 
accounts. (Action to be taken by Reserve B.Jnk of India). 

(I'll) The seminar recommends that the physical verification 
. of the stocks of primary and apex weavers' societies by the 
Departmental stafT may be done once in six months and that 
the Department should ensure that the weavers' societies 
submit monthly stock statements to the central banks before 
the I Sth of the month. (Ac/ion /0 be taken by Slate Govern
ment). 

('11) This seminar requests that financial assistance should 
be given to societies in which outside investments exceed 
their own capital as such investments have been made due to 
circumstances beyond their control. (Action to be taken 
by Reserve Bank of IlIdia). . 

3 Loa" applications of central banks 

This seminar requests the Reserve Bank of India not to 
insist upon the submission of financial and other particulars 
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of societies along with the loan applications of central banks 
and to give discretion to central banks to disburse loans to 
weavers' societies in accordance with the c:o:1ditions laid 
down by the Reserve Bank. (Action 10 be laken by Reserve 
BJnk of India). 

4 Credit facilities to silk, wool and artsilk socletlel 

This seminar further urges that the Reserve Bank Scheme 
of institutional finance, sbould be extended to the silk. wool 
and artsilk weavers' societies. (Action to be taken by Resene 
BJnk of lndia). 

S Standard of /inapce from Reserve B3nk to central bankl 
and apex societies 

(I) The seminar is of the view that the Reserve Bank should 
be requested to increase the credit limits or central banks 
for financing weavers' societies from the present standard 
of an amount equal to the paid-up share capital and reserve 
fund to three times. (Action to be taken by Reserve B.lnk 
of India). 

(il) The seminar recommends to the Reserve Bank that the 
credit limits of the apex weavers' societies should be increased 
to five times the paid-up share capital and reserve fund with 
immediate effect, in order to enable them to function as 
effective marketing agents for the production of primary 
weavers' societies. As regards the 10 per cent cover for 
advances, the Reserve Bank is requested to accept, as cover, 
the good investments made by the apex societies in other 
co-operative institutions. (Action to be taken by Reserve 
B .. mk of India). 

6 Government assistance 

(i) All steps should be explored to secure state participation 
upto 6S per cent in the share capital structure of the apex. 
weavers' co-operative societies in order to increase th;:ir 
borrowing capacity. (Action to bt' taken by Slale GovernMent). 

OJ) The seminar recommends to the .State Government to 
sive a continuing guarantee for a period of five years, I.e .• 
for tbe entire Third Five-Year Plan period for the funds 
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to be borrowed from the Reserve Bank instead of yearly 
guarantee, with a view to avoiding delay in drawII of funds 
from the credit limits sanctioned by the Reserve- Bank. (Ac· 
tlOn to be taken by Slale Government). 

(IU) This seminar recommends that the overall ceilins limit 
of , per cent fixed by the Government of India for meetinl 
the losses that may arise in financing weavers' societies be 
eoanced to 10 per cent and that the losses may be deter
mined every two years. (.Action to be taken by Go,ernment 
of/ndla). 

(I') The seminar requests that the Government of India 
should agree to subsidise interest on the loans issued to 
weavers' societies for the full period of Third Five-Year 
Plan. In regard to loans issued to the apex society, the 
concession of subsidising interest of 2t per cent should be 
made applicable for the reason that the Cess Fund loans 
have been advanced to apex societies free of interest, while 
they are paying 3 per cent interest at present on the Reserve 
Bank loans. Interest subsidy should be given to the loans 
advanced by the State Government. (.Action to be taken 
by Government of India). 

<,) The seminar suggests that contributory thrift fund may 
be introduced in societies, the amount of contribution from 
Government of India being equal to that contributed by the 
members. (,Action 10 be laken by Governm~nl of/ndla). 

(1'1) This seminar further requests Government to issuc 
instructions to their officers not to allow the societies to 
invest funds outside the co-operative movement. (A.ctlon 
to be taken by State Government). 

7 Financial assistance 10 weak central banks 

(I) This seminar requests the State Government to givc 
subsidies urgently to the Cuddapah, Mahabubnagar aod 
such other central banks as are not creditworthy at present 
to make them eligible to obtain loan,S from the Reserve Bank 
for financing handloom weavers' societies. 

(II) The seminar requests the apex banks of AnQhra and 
Telangalla to make availtlbl~ immediately to the ~entral 
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banks, referred to above, financial accommodation to a 
reasonablo extent, in the same manner as they are making 
for agricultural societies, to finance the weavers' societies. 
«I) and (ii}-action to be taken by Slale Go~ernment). 

(ill) The seminar requests the State Government and/or 
the All-India Handloom Board to place adequate funds 
with the apex banks in Andhra Pradesh to enable them to 
finance the central banks referred to above. (Action to be 
taken by Stale Government and Ail-India H~ndloom BlJQrd). 

(M The Reserve Bank is requested to re-examine the finan-
cial position of the Cuddapah Central Bank which has now 
been audited and sanction a credit limit to it without re
ference to losses incurred by the Bank. In regard to Maha
bubnagar Central Bank~ the Reserve Bank is requested 
to fix a credit limit to it pending finalisation of the audit 
report for the year 1958-59. (Action to be taken by ReJer'Pe 
Bank of India). 

8 Supervision and audit 

(l) The audit of weavers' societies including apex societies 
should be done by the Department, while the supervision 
shOUld be the responsibility of the financing banks in regard 
to the credit accommodation to the societies. 

(II) The standard fixed by the Reserve Bank of India for 
the audit of weavers' societies is one auditor for 45 societies. 
It is not possible for one auditor to conduct the audit of 
45 weavers' societies, the accounts of which are complicated. 
The seminar recommends that there should be one auditor 
for every 5 societies on average depending on the work 
load. (Aftion to be taken by State Government). 

9 Pilot lelleme 

(I) The seminar also recommends that in the pilot scheme 
area short·term loans not exceeding Rs. 100 repayable in , . 
two years in monthly instalments may be Issued to members 
from the own resources of the societies in order to enable 
them to repay their debts to master-weavers and to work 
for the society as an experiment in select societies. 
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(II) The seminar also recommends that the Joint Registrar in 
the pilot scheme area may be provided with a jef:p to enable 
him to tour the area intensively to implement the Pilot scheme. 
(Action to be taken by Slate Government). 

10 Organisation of separate central bank for financing weavers· 
societies 

The seminar considers it necessary and desirable to 
start a central bank exclusively to finance weavers' co-opera
tive societies. (Action to be taken by Stale Government). 

MySOTt 

ST. No. Resolution 

I. The seminar resolves that the apex co-operative bank. 
in consultation with the Departmental officers and one or 
two central banks, should examine and evolve a suitable 
loan application form on the lines of the form already pre
scribed by the District Industrial Co-operative Bank, Bijapur. 

2. Resolved that the practice in some central banks of 
asking for personal security of the Directors of weavers' 
co-operative societies or mortgage of the property of the 
Directors before sanctioning the loan should not be insisted 
upon. 

3. Resolved that the central banks should sanction loans 
to the weavers' co-operative societies in the form of cash 
credit and permit drawals by societies in as many instalments 
as necessary and as and when required. 

The societies on their part should also see that the re
payments of the cash credit amount are made as many times 
as possible and at least once in a quarter so that the cash 
credit account may be kept alive. 

4. Resolved that to facilitate the working of the cash credit 
scheme, the societies should submit monthly stock statement 
for every month within the 10th of the following month. 
failing which the central banks may have to consider the 
question of suspending the further operation of the cash 
credit. 
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. S. Resolved that in view of the various difficulties of get-
ting up-to-date balance sheets, the central banks should 
accept the latest audited balance sheet available with the 
societies provided it is not more than two years old, along 
with the application for loan for working capital. 

6. The seminar has been informed that there is conside-
rable delay in sanctioning the loan applications of the wea
vers' co-operative societies. Hence, the seminar resolves 
that the applications from the weavers' societies should be 
disposed of by the central banks expeditiously and within 
a period of not more than two months from the date of appli
cation by the weavers' co-operative societies. (I to 6-actio1l 
10 be taken by State Government and financing banks). 

7. The seminar resolves that the overall limit of the gua-
rantee for losses which has been fixed at 5 per cent of the 
total loans advanced should be increased to to per cent by 
the Government of India. (Action to be. taken by Govern
ment of India). 

8. Resolved that detailed and clei\r subsidiary rules for 
the operation of the cash credit accounts by the weavers' 
co-operative societies should be framed by all the co-opera
tive central banks in consultation with the apex co-operative 
banks and the Departmental officers. 

The central banks arc requested to ensure that there is 
no avoidable delay in the disbursement of the cash credit 
amounts obtained from the state co-operative bank to the 
weavers' co-operative societies as such delay amounts to the 
misuse of the concessional finance granted under the Reserve 
Bank Scheme and also has the effect of creating hardship to 
the weavers' co-operative societies. 

9. Resolved that all the district central co-operative banks 
should have at least one representative of colton weavers' 
co-operative societies on their Board of Directors where 
there are not less than five societies in their area of operation. 
This minimum need not be insisted upon in those districts 
where there is large loomage as in the case of Bidar District. 

10. The seminar resolves that each central co-operative 
bank should form a separate committee for the purpose of 
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scrutinising and sanctioning loan applications of weavt;rs' 
co-operative societies. The representative or representa
tives of the weavers' co-operative societies on the Board of 
Directors of the central co-operative bank should be on this 
committee. (8 to lO-actlon to be taken by Stale Govern
ment). 

11. Resolved that the present system of guarantee of losses 
and subsidy of interest should continue during the Third 
Plan period and announcement to this effect should be made 
as early as possible. 

Similarly resolved that the system of guarantee of losses 
and subsidy should be applicable in respect of loans given 
by the central co-operative banks and industrial co-operative 
banks from their own resources during the Third Five-Year 
Plan. (Action to be taken by All-India Handloom Boartl). 

12. It was brought to the notice of the seminar that in the 
case of the industrial co-operative banks and some central 
co-operative banks, all the monies drawn from the Reserve 
Bank had already been utilised to the full or to a substantial 
amount. In view of the large concentration of the weavers 
in these areas and in view of the fact that these banks require 
more funds for disbursing loans to the weavers' co-operative 
societies, the question of increasing the credit limits of the 
banks up to three times their share capital and their owned 
funds should be sympathetically considered. At the same 
time. these banks should endeavour their level best to increase 
their own share capital and there should also be adequate 
participation by the State Government in the share capital 
structure of these co-operative banks. (Action to be taken 
by Reserve Bank of IndkJ). 

13. A large number of weavers' oo-operative societies had 
not been able to borrow loans for working capital under 
the Reserve Bank Scheme. As a result of this, they were 
dormant or not working to fun capacity. These societies 
can be divided into two categories. The first category of 
societies consists of those societies whose position is un
satisfactory on account of heavy losses and lack of humaa 
material and it will be impossible to revive them. These 
societies have to be liquidated and new societies formed 
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in the area and' given assistance (or share capital etc., from 
the Cess F1l1ld. 

The second category of societies are those which have 
reasonable chances of revival. In such cases action should 
be pursued on the following lines : 

(0) the accumulated losses of the societies should be 
set off against the reserves like business reserve, 
price fluctuation fund etc., and, if necessary, sta
tutory reserve fund also; 

(b) assistance should be obtained for state participa
tion in the share capital structure of these societies; 

(c) working' capital loans should be obtained for 
these societies from the Reserve Bank of India, 
if necessary. by extending 100 per cent Govern
ment guarantee; if this is not possible, toan should 
be given from Cess Fund for working capital; 

(tI) in order to help the societies in the programme of 
revival, the administration and supervision charges 
of the societies should be met from Cess Fund 
for a period of three years from the date of revival; 

(e) pending action on the lines suggested above. in 
order to help in the immediate revival of these 
societies and to enable them to start working, the 
apex society should employ the societies as its 
agent for production work by issuing yarn and 
taking back the finished cloth after giving wages. 
(Artion 10 he taken by State Government). 

Assam 
-------_---------.----------...,.__ 
Sr. No. Resolution 

--------.. -----------------------
I. In view of the heavy overdue position of the central 

banks and their consequent inability to secure finance from 
the Reserve Bank of India under Section 17(2) (bb) of the 
Reserve Bank of India Act, this seminar requests the Govern
ment of Assam to obtain weaving co-operative finance from 
Cess Fund and to continue such assistance till the position 
of central banks improves. 
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2. In order to familiarise primary weavers' societies to insti-
tutional finance, this seminar requests that the working 
capital be channelled through the state co-operative bank 
and the central banks. This seminar further requests that 
interest may be charged to the ultimate borrower at 3 per 
cent per annum and that necessary subsidy may be given 
to the financing bank to provide adequate margins to them. 
(l-2-action to be taken by State Government). 

3. This seminar requests central banles to provide financial 
accommodation to primary weavers' co-operatives in the 
form of cash credit. 

4. To start with, this scheme of finance as mentioned above 
may be introduced in the area of the following central banks 
where there is heavy concentration of weavers'· co-operative 
societies. 

(3-4 action to be taken by State Government and central 
banks). 

s. The successful working of this scheme on the adminis-
trative, accounting and technical side will depend upon the 
provision of adequate supervisory. audit and technical staff ; 
this seminar requests Government to appoint immediately 
the following staff : 
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Category of staft' 
No. required 
according to 

the standard of 
Government 

of India 

(I) Junior Supervisor (Assistant Co-
operative Officer) ., 55 

(2) Senior Supervisor (District Co-
operative Officer) 18 

(3) Auditors (District Co-operative 
Officer) 

I 
12 

(4) Designers (District Co-operative 
Officer) 6 

(5) Bank Inspector (apex bank) 2 
(6) Bank Inspector (central banks) •• 6 

!iU 

No. 
asked 
for 

30 

6 

12 

6 
1 

3 

The seminar has requested the aprointment of staft' at a 
reduced number with a view to keeping down the cost of the 
staft'. 

6. The seminar further requests that societies in the re-
maining districts must continue to have supervision and 
audit with the general existing staff as at present, but for 
giving technical guidance, the seminar requests that eight 
4esigners (District Handloom Officer) may be appointed 
at one for each district. 

7. The seminar also took into consideration the various 
difficulties experienced by the State in implementing the 
handloom development schemes particularly with regard 
to the scheme for supply of improved weaving accessories. 
Under the General Principles, financial assistance is given 
for a few selected items only, but Assam has to depend solely 
on import of some essential items such as shuttle, pim, jac
quard accessories, etc. So the seminar is of opinion that. 
if necessary, some relaxation of the Principles may be made 
as a special case for financial assistance to be given for afore
mentioned essential parts. (5 to 7-aclion to be taken by 
Stale Government). 
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8. The seminar further recommends that the All-India 
Handloom Board should also consider the feasibility of 
establishing a weavers ·Service Centre' in the state with the 
object of bringing home to the weavers the latest improve
ments in the handloom industry. (Action to be ,aken by.A/I
India Handloom Boartl). 

9. To enable societies to take full advantage of the tech-
nical knowledge of the handlooDl department, this seminar 
requests that as far as possible the Deputy Co-operative 
Officer and the Weaving Inspector jointly visit the weavers' 
societies and give them the necessary guidance. 

JO. For development of marketing of handloom ,oods, this 
seminar requests the Government to arrange adequate 
working capital from Cess Fund for the apex weavers' co
operative societies and the central weavers' co-operative 
societies. (9-IO-action 10 be laken by Slale Government). 

J J. This seminar requests the All-India Handloom Board 
to sanction necessary subsidy to the apex and central wea
vers' societies to organise new sale depots. 

12. This seminar requests the All-India Handloom Board 
to use its good offices in securing larger quota of yarn of 
hisber counts from the Madura Mill as the present scale 
of supply is not adequate to meet the demand of the societies. 

13. In view of the under-developed condition of the weavers' 
co-operative societies of the State and the need for obtaining 
more financial and other assistance from the All-India Hand
loom Board, this seminar requests the All-India Handloom 
Board to co-opt one representative of the State as a member 
of the AU-India Handloom Board and the Standing 
Committee. 

14. This seminar requests All-India Hamdloom Board to 
sanction a scheme ror training the employees in accounting 
etc., of weavers' co-operative societies. (II to 14-aC/ioPi 
to be taken by All-India Hlmd/omn Board). 
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'Maharashtra 

Sr. No. Resolution 

I. A separate regional federation for weavers' societies 
should be organised. As regards Vidarbha, the existing 
central weavers' society, which is an apex regional institu
tion for weavers in that area, should continue to work as 
regional apex institution. A separate apex institute should 
be organised for Western part of the Maharashtra State 
for the weavers' societies. In case the existing apex orga
nisation in Marathawada desires on its own account to merge 
with the proposed weavers' apex institution, the same should 
be done. Otherwile, Marathawada organisation can be 
allowed to continue as it is. As regards organisation of a 
district federation, wherever it is possible in the concentrated 
arca of the weavers and when viable units can be organised, 
such federations should be promoted on demand by the 
weavers where more than 1,000 looms are working under 
co-operative fold and more than 10 weavers' societies are 
in existence. In other areas, the existing organisation at 
the district level, i.e., district industrial co-operative associa
tion should function as an organisation of the weavers. 
(Action to be taken by State Government). 

2. Supply of finance 

(I) As regards Reserve Bank of India finance, the 
central financing agencies should be allowed to operate on 
the credit limit for one year from the date of sanction than 
as at present upto the end of the financial year on the samo 
analogy as the central financing agencies are allowed to use 
the cash credit amount for one year. (Action to be tabn 
by Reserve Bank of India). 

(ii) Marketing finance should be correlated with the 
stocks to be certified and not with share capital. (.Action 
to be taken by central co-operative banks). 

(iii) Allowance for inevitable expenditure should be 
considered separately and not with the production finance 
while calculating the credit limit per loom for a society by 
the central financing agency. (Action to be taken by Stat,. 
Government and Central Co-operative banks). . 
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(;,) Sanction of Rs. 300 per loom should be averaged 
out while making it available to individual societies. It 
should be sanctioned according to the demand either at 
higher or lower rate than Rs. 300 per loom in case of indi
vidual societies within the ceiling limit of the central financing 
agency. The central financing agency should consider the 
finance to weavers' societies as their own finance and go to 
the Bank for re-financing as Reserve Bank of I ndia is Ban
kers' Bank. (Action to be taken by central co-operative 
banks). 

3. The subsidised rate of interest and guarantee should 
be continued in the Third Plan for all the five years and it 
should be announced immediately so that the central finan
cing agencies will be confident about the Government policy 
and that the weavers' societies will get continuous finance. 
(Action to be taken by Government of India). 

4f. Consensus of opinion of the seminar was that marketing 
should be the responsibility of the weavers' federation and 
not of primary societies. Primary societies can take up 
marketing as subsidiary activity while production will be 
their main activity. Wherever primaries desire to market 
their goods and want to do on their own account without 
any assistance from the Government (except rebate portion 
which would be available to them on their own production), 
there may be no objection to do so. In all other cases, 
marketing should be the responsibility of the weavers' fede
ration. (A.ction to be taken by State Government). 

5. Supply of raw materials 

0) Arrangements should be made through Govern
ment-run mills to supply additional quota of yarn to the 
weavers' societies. Supply of yarn should be done by the 
weavers' federation by making contracts with the mills 
through the All-India Handloom Board. (A.dion to be 
taken by State Government antI AU-India Hand/nom Board). 

(iI) The Government of India be requested to increase 
the volume of import licence for dyes, chemicals, etc .• for 
the benefit of weaving industry, which is an important in
dustry in the State. This work, for the present. should be 
continued by the State Industrial Co-operative Association 
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Ltd •• Bombay, till some arrangement between two or three 
apex institutions of the weavers is arrived at for taking up 
this work. (Action to be taken by Government of India). 

6. (i) Powerlooms should be given to those who want 
them. But restrictions should be put on these powerlooms 
in manufacture of sarees. 

Oi) While allotting powerlooms, they should be at 
tbe rate of 2S per cent of the handlooms under productioll 
to a co-operative society with minimum 5 and maximum 
100. The apex institution should not take up production 
activity, except in case where the production is for model 
designs and to meet the emergency in cases where special 
orders are taken, arJ a cushion for the production by the 
societies while fulfilling the orders. 

As regards selection of area on population basis for 
allotment of powerloom, first preference should be given 
to less than 30,000 population area and second preference 
to higher than 30,000 population area and the powers to take 
decision on this issue should be given to the State Govern
ment after examining local conditions. So far as Maha
rashtra State is concerned, the Government of India should 
be requested to reserve 15,000 powerlooms during the Thir4 
Five-Year Plan for this State. District-wise allocation 
should be left to the State Government. In case it is not 
possible for the federal society to take up marketing in all 
the areas, if it so desires, local primary society can work 
as its agent in the area of its operation after entering into 
an agreement with the regional federation. (Action to be 
taken by AII·lndia Handloom B.Jard). 

Madras 

Sr. No. Resolution 
-----------------

1. Resolved to request the state co-operative bank to give 
a note on the difficulties felt in operating the credit limits 
sanctioned by the Reserve Bank of India. (Action to be taken 
by .'ftate co-operative bank). 

2. Resolved to request the President of the Madras State 
Handloom Weavers' Co-operative Society to give a note 
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regardin,' the ftnancin, of new looms hi new societies. (.de
lion 10 be taken by State Society). 

3. Resolved to request all co-operative central banks 
to sanction cash credit to the weavers' co-operative societies, 
accordin, to the Reserve Bank Scheme of finance. (Action 
10 be taken by central co-operatillt banks) 

4. It is noticed that in a few cases the central banks have 
not been able to sanction the advances to the extent recom
mended by the Deputy Registrars. In such cases, the central 
bank should communicate the reasons to the Deputy Re
,islrar in order that efforts may be made to make the socie
ties eligible in order to get the amount applied for. (Action 
10 be taken by central co-operati,'e banks) 

5. The Government of India have extended guarantee 
for funds lent by Ihe Reserve Bank of India upto the end 
of 1960-6). Resolved to request the Government of India 
to make this a continuing guarantee throughout the Third 
Fi~e-Year Plan period. 

6. The guarantee of the Government of India for loans 
issued from the own resources of the central banks has been 
received upto the year 1960-61. Resolved to request the 
Go\'crnmcnt of India to continue their guarantee through
out the Third Five-Year Plan period. (S-6-aclion 10 be 
taken by Government of India). 

7. A large number of weavers' co-operative societies had 
not been able to borrow loans for working capital under 
the Reserve Bank Scheme. As a result of this. they were 
dormant or not working to full capacity. These societies 
can be divided into two categories. The first category of 
societies consists of those societies whose position is un
satisfactory on account of heavy losses and lack of human 
material and it will be impossible to revive them. These 
societies have to be liquidated and new societies formed 
in the area and given assistance for share capital etc.. from 
the Cess Fund. The second category of societies are those 
which have reasonable chances of revival. In such cases 
action should be pursued all the followin, lines : 
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(a) the accumulated losses of the ; societies should 
be set ?ft' asainst the reserves li~e business reserv~ price 
ftuctuatlon fund etc.. and, if necessary, statutory reserve 
fund also ;, 

, I, 

(b) assistance should be obtained for state participa
tion in the share capital structure of these societies ; 

(c) working capital loans should be obtained for these 
societies from the Reserve Bank of India, if necessary, by 
extending hundred per cent Government guarantee. If 
this is not possible, loan should be given from Cess Fund for 
working capital ; 

(tI) in order t<f help the societies' in the programme 
of revival, the administration and supervision charges of 

, thesc societies should be met from Cess Fund for a period 
of tbree years from the date of revival; 

, (e) pending,' action' on the lines 'suggested above in 
order to help in the immediate revival of these societies and 

'to enable them to start working. the apex society should 
employ these societies as its agents for production work by 

" iss~ing yarn and ta~ing back the finished cloth after livins 
wages. 

'Resol~ed that action be taken on the lines suggested 
above. (Ac/ion 10 be taken by State Government and 
Government of Indiq). , ' , 

8. " ," The,Government of India's orders continuing the s,,~ 
sidy upto 1960·61 have been received. Resolved tO,request 
the Government of India to extend ~be, sul;>sidy during the 
Third Five-Year Plan period. (A.ction to be laken by Govern-
ment of India). • i 

9;' " Resolved to re·cxamine:the existing pattcrn of assistance 
suggested by the Government' of India with particular re
ference to the local conditions and on a more rationalislic 

" 'basis and to sanction the staff as early as possible. (Actton 
, , :.. to' be laken 01 Statt 'Govtrnment and All-India Hand/oom 
'B.JQrJ). ,,' , 

" J 

.lO., , S~ff for we~k and dormant s~ict.es ...... p~sidy 'to: meet 
, ,: ... CJPst. ' " . :.:" " ..•. i . " ,," . ',.\ 



Covered by Resolution No. 7 (~ctio" to be taken by 
State Go,ernmmt and Government of Indill). 

11. Resolved that the basis of valuation of stocks in weavers' 
co-operative societies be as follows : 

(a) Stocks upto 3 months old At cost of production or 
market value whichever 
is less. 

(6) Stocks between 3 to 6 months At cost of production or 
old market value whichever 

is less. 

(c) Stocks over 6 months but 
less than 12 months old 

(d) Stocks over 12 months 
but less than 24 months 

(e) 2 years and over 

At 90 per cent of the 
cost of production or 
market value whichever 
is leSB. 

At 80 per cent of the 
cost of production or 
market value whichever 
is less. 

At 661 per cent of the 
cost of production or 
market value whichever 
is less. 

(Action to be taken by ReHrve Bank oflmlla). 

12. Resolved to request the Government of India to enhance 
the ceiling limit for working capital per loom to RI. 500/-. 
(..fctilln 10 be taken by Government of India). 

13. Resolved to recommend that the Reserve Bank finance 
be extended to art silk, Bilk and wool. (Acllon 10 be takm 
by kse"e Bank of India). 

1~. Resolved to request the Government of India to amend 
the Reserve Bank of India Act to enable the apex weavers' 
co-operative society to supply yarn to primary weavers' 
co-operative societies and receive assistance under Section 
17(2)(bb) or the Act frolil the Reserve Bank. (Action 10 ". 
IlIken by Government oj India lind Reser~ BlInk of/"dta). 
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15. Resolved that action be taken to amend General Principle 
No. LG. S(v> to include the case of dye houses which are 
attached to weavers' co-operative societies. (.Actiem 10 be 
,aken by .A.//-!nt}ia Handloom Boartl). 

16. Resolved to request the Government to subsidise the 
spinning mills, to the extent necessary to enable them to_, 
their working capital at 3 per cent interest. (Action to be 
taken by State Government). 

i7. Resolved to request the co-operative central banks 
on whose Boards ot Directors there are no representativei 
of weavers' co-operative societies, to give representation 
to such societies on their Boards. (.Action to be taken by 
central banks). ' 

18. Formation of separate committees by central bank. 
for scrutinising loan applications or weavers' co-operative 
societies. 

In view of the .r:csolution No.4, the subj~t ia Dot 
pressed. 

19. Need to entrust the pilot project officer with work 
relating to all items of work connected with the handloom 
industry in his jurisdiction. 

The Order issued by the Government on the subject 
is clear. 

28. Resolved to recommend the provision of warehousinl 
facilities in respect of silk and artsilk materials only. (~ctlo" 
to be taken by cnllral c~o~rali,e banJu). 
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. T~e foUowiDI members attended tbe mCctinl : . 

Shri B. Venkatappiah (CllOirman), Prof. D. G. Karve. 
Sbri -W. R. Natu. Shri D. S. Sali. 
Shri K. S. Subramania Gounder, Shri U. V. Gopala bo, 

·Shri J. C. Ryan (Member-~·-SecretarJ'). . 

The Registrar of Co-operative Societies, Bihar, who is a 
irtem~r of the Committee and the R;egistrar of Co-operative 
Societies, Orissa, who was invited to the meeting, regretted 
t~eir i~~bili~y to atte~d the meeting owing to other engagements. 

Shri L. N. Renu, Director, Industrial Co-operatives, Govern
~ent of India, Ministry of Commerce and Industries, attended 
tile meeting ':by : special invitation; 

Shri M. S. Ramnath and Shri M. Padmanabhan of the 
All-India Handloom Board and. the following officers or the 
Agricultural Credit 'Department" of the' Reserve Bank of India 
attended the meeting : . , 

Shrl' K. A. PadmanabhaD~ 
Shrl G.-V. 'lamamurthy, 
Shri K. S. Krishnan, 

Shri G. C:;:)1andrasekhar~D;' 
Shri P. D. MeJlon •. 
Shri N. H. Bhatt. 

. The' m~eting commenced at Ii' a.m. The Chairman 
welcomed Shri U. V. Gopala Rao. Director or Handlo'oI1lS, Andhra 
,radesh. who, having replaced Shri C. J~epn ~eddy on ~h9 
Ad lzoe Advisory Committee, was attending the meeting for the 
first time. He also welcomed Shri L. N. Renu who was attending 
the meeting on special ·invitation. The various items of the 
agenda were then taken up for discussion. 

ITEM ONE: llEVIEW OF ACTION TAKEN ON THE RECOMMENDATIONS 

OF TlfE FIRST MEETING OF THE AD HOC ADVISORY 

COMMITrEE ON HANDLOOM FINANCE 

The Chairman indicated that Note One circulated to the 
Committee gave a resume of the action taken on the recommenda-
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tions of the first meeting of the Committee and invited coniments 
on the items covered in the Note. .. . 

StQt~ Government guarantee deed to the Reger~e Bil"k of l"dia
execution of the COIItinuing guarantee deed for a period 0/ five year$ 

Shri Natu suggested that· if there was no legal objection 
to it, the Reserve Bank might obtain from State Governments 
a continuing guarantee deed for five years instead of every year as 
at present. This might be suggested to the State .Governments. 
Regarding the point that this procedure might deprive the State 
Governments of a chance to review the working of· weavers' 
societies every year. he said that they could evolve some system 
such as calling for an annual report on the working of the 
societies to judge their progress and performance. 

Prof. Karve said that if the Legal Advisers of the Reserve 
Bank had agreed that there was no objection to obtaining a 
guarantee deed for a period of five years. the revised procedure 
might be given a trial in view of the practical difficulties involved 
in the present arrangement. Every time a guarantee was to be 
given, the matter had to be referred to the Cabinet in the State j 
this could be avoided. . 

Shri Ryan, however. felt that the existing procedure did 
not entail any hardship. Ordinarily, the Government had to be 
approached for the guarantee for the estimated requirements. 
It was not necessary for individual applications to go to the 
Government. Administratively. therefore, he emphasized that 
it would be better to give an opportunity to the State Government 
to review annually, the position of finance to weavers' societies. 

The Chairman enquired whether any State Government had 
given their reactions in this regard and Shri Ryan replied that the 
suggestion in this regard had not yet been made to the States. 

Shri Natu pointed out that some States were able to execute 
the guarantee deed only towards the fag end of the year due to 
procedural delays and it became difficult for the banks, to operate 
fully, on the credit limits sanctioned by the Reserve Bank. He, 
therefore, recommended the execution of the guarantee deed by 
the State Governments for a period of five years at a time and that 
the States could tighten up control over weavers' societies by 
arranaing for morc frequent visits to the societies by the officers. 
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The Chairman indicated that in the case of finance fOl! 
agriculture, most State Governments were executing guaran. 
deeds every year. He recapitulated his discussions regarding 
State guarantee in respect of agricultural finance with the authori7 
ties in a State he recently visited and stated that generally States 
would not agree to bind themselves for five years by executing 
a continuing suarantee deed for that period; his personal 
reaction also was the same. He, however, had no objection to 
luuest it to States and wanted to know in what form the susses
lion thould So -

1. Whether the Reserve Bank should suggest to the State 
Governments to execute this suarantee deed for five years in 
reprd to handloom finance and leave it to the States either to 
choose to accept the sugsestion or to continue the existing pro
cedure of giving guarantee year by year; 

or 

2. to luggest to the States, the Andhra Government pro
cedure given in the agenda note, to be adopted by them. 

Prof. Karve said that in the case of handloom finance, there 
was no seasonality as in agricultural finance. In the case of 
bandlooms, it was in the nature of continuing operations and 
hence continuing guarantee for a period of five years was in 
keeping with such operations. The State Governments might 
call for periodical reports and thus keep themselves in close 
touch with the working of the institutions on whose behalf they 
have extended guarantee; they could classify societies into 
suitable categories with reference to their operations and financial 
stability and from time to time decide to which category they 
could extend guarantee and take suitable steps to pull up others 
which had deteriorated. 

The consensus of opinion of the members on the question of 
lhe execution of the guarantee deed by the State Governments 
was that the Reserve Bank might communicate to the State Govern
ments that there was no legal objection to their executing a guarantee 
deedfor a period offive years and Ihal, therefore, the Slate Govprn
ment.f might adopt this procedure if they chose to do so. 

Shri Renu said that the Planning Commission was considering 
.. to whether the State Government guarantee could not be 
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dispensed with eventually in view of the introduction of the 
Credit Guarantee Scheme, which, in course of time could cover 
the handloom industry. 

The Chairman clarifying the position, said that there was 
an essential differeoce between the two types of guarantee referred 
to by Shri Renu. The State Government guarantee under the 
Reserve Bank Scheme of hand loom finance had been laid down 
under the statute and was given to the Reserve Bank. The 
guarantee under the Credit Guarantee Scheme, which applied to 
a wide range of small industries, was given by the Guarantee 
Organisation to the financing institutions. 

Shri Subramania GOllnder said that the delay in drawal of 
funds sanctioned to central banks by the Reserve Bank was not 
only at the Government level but also at the central bank level. 
The central bank had to estimate in advance the requirements of 
societies during a year and furnish this information to the State 
Government while sending up the loan application for the year. 
This took time. He enquired as to whether the central banks 
could evolve a system of "forecast loan" and advise the Reserve 
Bank of its probable requirements. On the basis of this, perhaps, 
the Reserve Bank could proceed to sanction credit limits quickly. 
He added that central banks were facing another difficulty. While 
they were allowing cash credits to weavers' societies, they were 
advanced only short-term loans by the state co-operative bank. 
While the outstandings under cash credit accounts at the end of 
an year were renewed by the central bank if the operations against 
the limits by the societies were satisfactory. the central banks 
had to repay their loans in full to the state co-operative bank, 
at the end of twelve months, which was the tcnure of the loans 
provided under the Reserve Bank Scheme. The banks would 
experience greater hardship than at present, when the Cess Fund 
amounts which were still with them. were all repaid to Govern
ment. 

Shri Ryan explained that each drawal by the state co-opera
tiw hank on behalf of 3 central co-operative bank from the 
Reserve Bank was treated as a loan for twelve months. In the 
case of societies financed by the central bank. accommodation 
was granted either as loans or cash credits. The l.entral bank 
ought, out of its collections from societies and from its other 
resources, to adjust its repayments to the state co-operative bank. 
OrdinariJy, the central bank should first finance the societies 
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from its own funds and from time to time get itself reimbursed 
from the state co-operative bank in suitable instalments, by 
drawing upon the credit limits sanct.ioned by the Reserve Bank. 
Each such instalment was repayable at the end of twelve months 
only. In the meanwhile, collections from societies should be 
remitted to the state co-operative bank to repay earlier drawals. 
Suppose, there was a drawal towards the end of a year, the bank 
had twelve months' time to l·epay it before the expiry of which, 
it could get a fresh credit limit sanctioned to it. Moreover, 
it was not as if the central bank or the state co-operative bank 
was providing handloom finance only out of funds drawn from 
the Reserve Bank. It had to regulate its advances made out 
of its own funds and out of funds drawn from the Reserve Bank 
in such a way that its commitments were met on due dates. 

Prof. Karve while endorsing this view, said that there were 
certain functional and legal limitations to what the Reserve Bank 
could provide. It must be distinctly understood that the Reserve 
Bank came into the picture as provider of refinancing facilities 
and could not be treated as a primary banker. If the central 
bank did not have aC;iequate funds of its own with which to repay 
the drawals from the Reserve Bank on due dates. it should 
approach the State Government for temporary accommodation 
to get over the situation. 

Shri Ryan said the problem raised by Shri Gounder would 
be taken up at the apex and central bank level and a solution 
found for it. 

Shri Sali said that the present policy of fixing credit limits 
for central financing agencies only to the extent of their owned 
funds might C.luse hardship to some of them particularly in view 
of the recent dcci:;ion to raise the quantum of finance from Rs. 300 
to Rs. 500 per loom in deserving cases. In raising this point, 
he had before him the case of the Sholapur District Industrial 
Co-operative Bank. which had to undertake the financing of the 
district weavers' federation for marketing. 

Shri Ryan stated that no district central bank had asked for 
a limit exceeding its owned funds. If a particular bank was in 
need of more funds, the case would be considered on merits. 
As regards financing of an apex weavers' society or a regional 
marketing federation, it should be undertaken by the state co
operative bank and not the central co-operative bank. In this 
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connection, Shri Ryan stated that the Registrar of Co-operative 
Societies, Maharashtra, had a discussion with him recently on 
this and other matters relating to weavers' finance and in view of 
the fact that Maharashtra was actually composed of three distinct 
regions, namely, Marathawada, Vidharba and the portion of 
the old Bombay State, he agreed to finance three regional societies 
for marketing instead of one apex society for the State ; but each 
one should get finance direct from the state co-operative bank 
and not from the central co-operative bank. 

Prof. Karve said that the area of operations of an apex 
weavers' society extended beyond a district, it covered the entire 
State and that it was inappropriate for an inter-district organisa
tion to be financed by the district central co-operative bank or 
a district industrial co-operative bank. 

Continuance oj the payment oj interest subsidy and guarantee 
oj losses during the II'hole oj the Third Plan period 

In regard to the continuance of the payment of interest 
subsidy and Government guarantee of losses on loans provided 
to weavers' societies, Shri Natu informed that the Government of 
India had taken a decision to extend the :,cheme for a further 
period of two years i. e. for 1961-62 and 1962-63 and that a 
communication in this regard would be sent to all the State 
Governments from the All-India Handloom Board shortly. 
It was also explained that interest subsidy would be paid also 
on loans given out of the owned funds of the financing banks. 

Shri Sali enquired whether such payment would be made on 
loans issued out of the bank's own resources during the last one 
or two years. 

Shri Natu replied that the bank concerned might prefer its 
claim in this regllrd to the Handloom Board. 

Credit GWlI'(lntel' Scheme (/1/(1 Gm'cmmelll Guaralltee Scheme 
10 hmlliloom lind othe/" industrial f'O- of1t'1'otil'e.v 

Referring to th~ revision of the scale of working l:apit .. 1 
to weavers' societies and thc consequent increase in the amount 
to be guaranteed hy the Government, Shri Renu enquired whether 
it would nol he possible to integrate the two schemes of guarantee 
l'i=., Credit Guarantee Scheme and the Scheme of Government 
Guarantee extended to handloom finance. He said that while 
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the former applied to all industries including those served by 
industrial co-operatives, the latter was restricted to industrial 
co-operatives. In this connection, he referred to the recommenda
tion of the Working Group on Industrial Co-operatives that the 
weavers' guarantee scheme should be extended to other industries 
and stated that Government had since agreed to extend the scheme 
to all industrial co-operatives. 

The Chairman suggested that the question of integration 
might be taken up after two years i.e., after 1962-63 since the 
present scheme had been extended by Government for that period. 
Moreover, the objectives behind the two schemes were different. 
In the case of the Credit Guarantee Scheme, it was to serve as 
an incentive to institutions for financing any individual enterprise. 
A certain amount of individual judgement was, therefore, neces
sary. When it was applied to the handloom industry as a whole, 
no individual proposition as such would be considered by tbe 
apex bank or the central co-operative bank. The question raised, 
therefore, would call for careful examination. 

Shri Ryan indicated that at the last meeting of the Standing 
Committee on Industrial Co-operatives, the two schemes that 
were in force were considered. It was considered whether the 
co-operative financing agencies could be allowed to choose one 
or the other of the two schemes and it was felt that they could 
do so. 

The Chairman felt that the two schemes should not overlap. 
It should not be left to the central financing agencies to choose 
one or the other of the two guarantee schemes. Small-scale indus
tries could be divided into different groups and the scheme that 
was advanlageous to a particular group could be applied to it. 
He expressed the doubt as to whether the Credit Guarantee 
Scheme could be advantageously extended to the handloom 
industry. The Credit Guarantee Scheme could not apply to 
a number of weavers' societies since no individual proposition 
would be taken up for guarantee. 

The recommendation of the Committee was as follows : 

Regarding the suggestion that the Credit Guarantee Scheme 
might also be extended to the handloom industry. it was decided 
that Us implications should be further examined by the Credit 
Guarantee Organisation. 
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Rebat, OIl sale of Handloom cloth 

As regards the question of dispensing with the rebate on 
handloom cloth. Shri Natu pointed out that the Working Group 
set up by the Handloom Board was of the view that the provision 
of rebate on handloom cloth could not be a permanent feature. 
The Group felt that the industry would be able to stand on its 
own legs after reaching a stage of technical efficiency. He promis
ed that the Handloom Board would consult the Reserve Bank 
whenever there was a move to modify any of the concessions 
already extended to the weavers' societies. The Chairman 
added that the Reserve Bank would view the question on merits, 
mainly from the point of view of credit to the industry. 

Working capital - enhancement of 

In regard to the revision of the scale of working capital per 
loom required by weavers' societies recommended by the Com
mittee at its last meeting, the Chairman enquired whether the 
guarantee offered by the Central and State Governments during 
1961-62 and 1962-63 would be for the enhanced amounts. Shri 
Natu replied that the decision of the Government was awaited. 

Pilot scheme 

Referring to the working of the pilot scheme, the Chairman 
said that not much work had been done in the pilot areas except 
in Andhra Pradesh. With a view to discussing the problems 
faced by institutions in the pilot areas in the implementation of 
the scheme, it was decided to hold a meeting of the representatives 
of the central banks in the pilot areas one day prior to this meeting 
of the Committee. This could not be done since there was no 
adequate information as to the extent of the progress made in 
the various States. He suggested that a meeting might be called 
towards the end of Mayor early June for the purpose. 

The Committee decided that the proposed meeting might 
be held at Bang%re and suggested that tentatiyely : and .~ 
June J 961 might be fixed to which, representatives of central 
banks in the pilot areas, Registrars of Co-operative Societies 
and the Directors of Industries concerned might be Invited, 
besides the member., of the Ad hoc Advisory Committe,. 
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Training arrangements to open special courses of training for 
super,isors, inspectors a"d auditors of ha"d/oom a"d other industrial 
societies 

Referring to the arrangements to open special courses of 
training for supervisors. inspectors and auditors of handloom and 
other industrial co-operatives, Shri Renu said that they were 
presented with two types of difficulties, one in regard to the 
recruitment of ~he staft' and the other in regard to deputing them 
for training when recruited. The State Governments did not have 
sufficient funds to recruit adequate number of officers for the 
purpose and further many States had no staff as training reserves. 
He said that some arrangements should be worked out so that 
only trained personnel were appointed for supervision and audit 
of industrial societies. It was also necessary that industrial 
societies should have trained secretaries, whether they were 
paid or were honorary. Shri Natu was doubtful whether training 
of personnel. whose appointment was uncertain, would be under
taken by any training centre. 

Prof. Karve indicated that appointments of inspectors and 
supervisors were generally made by the Public Service Commission 
in the States. The candidates selected might be sent for training 
on the successful completion of which, their appointments might be 
confirmed. Although he would not commend this as a procedure 
to be followed by aU States, he said this was in vogue in some 
States. Referring to the large number of posts that remained 
unfined as seen from the agenda note, he said it called for imme
diate attention. 

Shri Renu said that it should be made obligatory to appoint 
only trained candidates as secretaries in societies. Shri Sali 
pointed out that in Maharashtra only trained candidates were 
appointed as secretaries; where the secretaries were untrained, 
they were required to undergo training within a period of six 
months. Shri Ryan stated that in Madras the service rules laid 
down that only trained personne1 could be appointed by co
operative institutions. 

Summing "I', 11'f! Chairman Mlid Ihul Ihe ;"/(lI"Inalioll j"umished 
in the (lglmdCl no Ie in regard to the large number of flo.'il,' of i"spec
{(Jr". ,~Ul'e"'i.'i()rs lind auditors remaining unfilled (·tlused mllt'h 
(·cJnce,·". lIt' lidded thul the Re.fervt! Bm,k and the All-India 
Handloom BOflrd .,holl'" addre,\',\' the State Go)'ernment.'l in the 
malter. urging Ihem 10 take immediate action to recruit a"d bring 
Ihf' men into position immediately. 
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ITEM TWO: REVIEW OF PROGRESS MADE IN THE IMPLEMENTADON 

OF THE PILOT SCHEME RELATING TO THE RESERVE BANIe 

OF INDIA SCHEME OF HANDLOOld FINANCE 

Reviewing the progress made in the implementation of the 
Reserve Bank of India Scheme of hand loom finance. the Chairman 
said that he visited the pilot area in Andhra Pradesh and noted 
with satisfaction that substantial progress had been made there. 
Barring one or two other States, very little had been done in other 
States in the matter of intensive implementation of the Reserve 
Bank of India Scheme of finance in the selected areas. Referring 
to Andhra Pradesh he said that four banks were selected under the 
scheme, all of them functioning in the same district, viz., East 
Godavari District. The ~tate Government appointed a Senior 
Officer of the rank of a Joint Registrar to implement the pilot 
scheme. Adequate staft' was in position in the district for supervi
sion. The scheme had been in operation for about a year and 
the results were very encouraging. The general feeling. that 
there was danger in large-scale financing of weavers' societies, 
which prevailed before the start of the scheme, appeared 
to wane. He added that he proposed to circulate to the mem
bers of the Committee and the States a note on the all-round 
progress made in the implementation of the scheme in Andhra 
Pradesh. 

Shri Subramania Gounder said that in Salem, which was the 
pilot area for Madras State, a special Deputy Registrar had been 
appointed but the staft' sanctioned for him had yet to come into 
position. The Special Deputy Registrar was not given any 
independent status or powers over handloom societies or the 
central bank so far as the financing of handloom societies was 
concerned. but he had to work under the two general Deputy 
Registrars of the district. This was not the position envisaged 
in the pilot scheme. Further, no action was taken with regard 
to the provision of special inspection staff for the central bank. 
He said that it appeared to him that the authorities had 
not so far shown any special consideration for the pilot 
scheme which was necessary, jf any results should be achieved 
in the area. 

Prof. Karve said that unless all the conditions such as the 
provision of adequate supervisory, audit and inspection .taff, 
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reorganisation of the societies into production and sale type etc., 
were fulfilled, the Reserve Bank should not sanction any credit 
limit in such areas. 

Shri Natu felt that the State Governments had not properly 
understood the special significance of the pilot scheme and the 
importance attached to it. The experience gained in the pilot 
area, in removing the bottle-necks which militate against the free 
low of finance to weavers' societies, could be utilised in other 
areas and it was on the success of this scheme that its ex.tension 
to other areas rested. He said that it might be necessary to 
emphasize this point to the State Governments and that when 
senior officers of the Handloom Board and the Reserve Bank 
visited the various States, they might meet the Ministers in charge 
of handloom weavers' societies and apprise them of the importance 
of the pilot scheme in the contcxt of the provision of adequate 
finance to the societies. 

The Chairman agreed that it would he /leee.I',vary to keep 
the State Mlni.'Jters infi"med of the pilot scheme ernd the other 
measures taken to make the Reserve Bank Scheme of finance 10 
weaver,,' societies function well, Iro that they will take ;nll're", in 
the implementation ~f the .'fchemE'. 

The Chairman said that he proposed to circulate particularll 
of the all-round progress made in Andhra Pradesh in the implementa
tion of the scheme. Par/ieu/ar.r in other areas would alsc} be collect
ed. The diff/cu/tie.f expE'rienc:ed in thc>,re areas c:ould he di.fcu,ued 
al the meeting of the representative.'; of centrol ha"k,<; 10 he held 
i" Bongo/eire em 2 and 3 June 1961. 

ITF.M THREE: NlmD TO FIX A SUITABLI, PROPORTION BETWEEN TJiH 

OWNED FUNDS OF SOCIt:1'IES AND THHIR fNVl!STMF.NTS 

IN THE SHARES Of: OTHER CCl-OPERATIVE INSTITU

TIONS-SPINNING MILI.S ETC. 

The Committee considered the suggestion made in the agenda 
note that societies should retain in their business at least 60 per 
cent of their share capital plus reserve fund and utilise only the 
balance of owned funds for investments outside the business of 
the societies. 

Shri Sali felt that by restricting the investments of societies 
oubide their business at 40 per cent of their owned funds, some 
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bards.hip might be mused, since weavers' societies were being 
called upon to contribute to the share capital of the apex weavers' 
society and of spinning mills. 

Shri Subramania Gounder said that weavers' societies were 
required to contribute to the share capital of the central co-opera
tive bank to the extent of 5 per cent of their borrowings from 
the bank. For any further investment, the societies should 
be asked to obtain the central bank's prior approval. 

Shri Sali said that while the course suggested by Shri Subra
mania Gounder might be laid down as a condition for advance 
by the central bank, it was not appropriate for the Committee 
to lay down any proportion for investments of weavers' societies 
outside their business. Slfri Natu thought that it was advisable 
to suggest a suitable formula in this regard. 

The Chairman pointed out that, in the consideration of the 
issue before the Committee, two questions arose. One, whether 
a limit should be laid down and the other, if such a limit was 
necessary, what it should be. He added that the central bank's 
prior permission suggested by Shri Subramania Gounder would 
not be a sufficient safeguard, since even central banks were amen
able to pressure to make investments in other institutions, savings 
certificates, etc. He felt that even 40 per cent which was suggested 
in the agenda note was on the high side. 

Shri Ryan also said that because of their heavy investments 
in the shares of spinning mills etc., weavers' societies were unable 
to provide the necessary margin of security by way of !'.tocks for 
the advances taken by them from central banks. This position 
applied to apex as well as primary weavers' societies. 

The Chairman obserl'ed that the entire question needed careful 
eXlimination. Figures would have to be col/ected in regard to the 
present pattern of investments of weavers' societies; data thus 
collected would hlll'e to be analysed and the views of the various 
Registrars (~r Co-operative Societies ascertained. He added that 
there should he {I certain proportion between the shareholding of 
a primary society in a central co-operative bank and its borrowings 
from it. The position in regard to the investment in the shares of 
other co-operative institutions would have to be viewed ill the light 
of (a) analysis of the statistics available and (b) views expressed 
by the Registrars at the meeting to be held at Bangolore on 1 and 
3 June. 
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ITEM FOUll: OlWER OF TJ:IE KJ!RALA GOVEllNMENT REGAIlDING 

FINANCING OF THE TllA V ANCORE SR.EEMOOLAM 

HANDLOOM WEAVER.S' CENTRAL CO-OPER.ATIVE 

SOCIETY 

The agenda note indicating the circumstances that led to 
the issue of the order by the Kerala Government sanctioning a 
temporary accommodation of Rs. 1.00 lakh on Government 
guarantee from the Kerala State Co-operative Bank and the 
subsequent discussions which the Chief Officer had with 
the Chief Minister, Kerala and others on the subject were 
considered. 

The Chairman indicated that the issues connected with the 
order of the Kerala Government were brought to the notice of the 
Committee as their general implications had a very important 
bearing on the extent to which finance from the Reserve Bank 
would continue to be made available to co-operative credit 
organisations, whether agricultural, handloom or others in Kcrala. 
The situation created in Kerala was an extraordinary one. He 
hoped that this would not be repeated by other State Governments. 

Prof. Karve fully endorsed the observations in the concluding 
part of the Reserve Bank's communication to the Kerala State 
Government. 

Shri Natu thought it strange for the Kerala Government to 
say that as the State Government had not executed the guarantee 
deed, they were not responsible to make good the loss sustained 
by the state co-operative bank particularly after having agreed 
to it earlier. Prof. Karve said that this Wa!I a pointer to all 
banks that they must always hold themselves to correct banking 
practices and that they should not proceed on the basis of mere 
promises or inferences from correspondence. 

The Committee noted thaI the Kerala Government hlld agreed 
10 fol/ow the procedure of consulting the financing bank before 
standill1{ guarantee or for extending guarantee for finane'iul ac
commodation to the Handlo(}m WeCll'er.l'· Cenlral Co-operative 
Society. 
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ITEM FlVB: GUAR.ANTEE OF LOSSES INCUR.R.ED BY CENTltAL 

Ca.OPERATIVE BANKS IN RESPECr OF FINANCE MADE 

TO WEAVER.S· C')-OPEaATIVE SOCIETIES-PROCEDUR.E 

FOR. ASSESSMENT 

The suggestion made in the agenda note that the Government 
should convert the guarantee now available to hand loom weavers' 
co-operative societies from that of guarantee against loss into 
one against default of two years' duration and that a procedure 
similar to the one under the Credit Guarantee Scheme could 
be followed was considered. It was noted that this alternative 
pattern of guarantee was suggested, as the enforcement of the 
guarantee under the present ,pattern, involved considerable delay 
and in the meantime the funds of the central financing agencies 
were locked up in societies. 

Shri Renu said that under the Credit Guarantee Scheme, 
the financing bank determined the amount in default and made 
a claim as per the procedure laid down, within the time prescribed 
to prefer the claim. 

Prof. Karve said that for invoking the guarantee. the pro
cedural requirements would have to be strictly followed. such as 
whether notices had been issued and whether they had been 
properly attended to etc. He was of the view that no time limit 
should be set, as certain procedural requirements had to be gone 
through. 

The Chairman felt that a time limit should be fixed before 
which the procedural formalities should be observed by the 
financing agency to enable it to declare the amount under default. 
Shri Ryan was of the view that a period of two years suggested 
in the agenda note was too long and that a period of three months 
from lhe due date should be enough. Within this period, the 
financing bank should call upon the borrower to repay the over· 
dues ctc. The Chairman also felt that two years time was too 
long to determine the amount to be claimed. Prof. Karve said 
that the procedural details first to arrive at the amount of default 
and latcr to prefer a claim to the Government, to make it good, 
under the Guarantee Scheme for handlooms, should be clearly 
worked out and thcn only the Committee could make a suggestion 
to the Government as to how to amend the present system of 
guarantee against losses into a guarantee against default. 



114 AD HOC ADVISORY COMMITTEE 

Shrl Renu said thaI he would furnish tl,~ Reserve B:lllk with 
a copy of the rules framed recently by the Standing Committee 011 

J"Justr;a/ Co-operatives ill tlri'J connect;:,n and th:zt these might 
be taken into accoullt before "':'! Commillee m:zde Its recommellda
tlons in this behalf. 

ITEM SIX : FINANCING OF DISTRICT INDUSTRIAL CO-OPERATIVE 

ASSOCIATIONS 

The Chairman indicated that the agenda note served to bring 
before the Committee the somewhat debatable question of financ
ing the multi-industrial institution at the district level. 

Shri Sali said that the existing pattern in Maharashtra and 
Oujarat where district industrial associations composed of hand
looms and other cottage industries were functioning should not 
be disturbed. If weavers' societies which held 90 per cent of the 
shares of the district industrial association were asked to disaffi
liate themselves, they would no doubt get their shareholdings but 
they might not be eligible to a share in the reserve fund of the 
association built up mainly on handloom business. Moreover. 
these district associations were mainly doing handloom cloth 
marketing and the supply of raw materials to this industry. The 
amount of work they did in regard to other cottage industries 
was comparatively smalt. They might be accepted for hand loom 
finance under the Reserve Bank of India Scheme. Therefore. 
the present district set up might be left undisturbed. 

The Committce noted tll:ll th? question c.·ame up for consid~,.a
tlon at the recent Scminar OIZ Illdustrial Co-operatives I,eld at DeIhl 
from 3 ,05 April, and t"a'I"~ opil'i'JII was more infavour of mult;
Industrial a.rsociations 01 least 01 tll~ districl level. T1I~ Commince 
deferrecl C"ollsicleralioll of '"r: i~sue until ,,,'! receipt of '''~ resolutions 
of t"~ Semillar on Illdu.~trial Co-operatives "eM at Dellli 011 1, 4 
and 5 of April 196/. 

IT[M SEVLN: STATE PARTICIPATION IN TilE ~J[ARE CAPITAL srnt:c

Tt:RE Of' PRIMARY lfANI:LCCM WEAVLR,S' CO-OF[RA

TIVE SOCIETIES TO STRE1':GTJlEN THEIR OWNED rt:NDS 

POSITION AND TO ENABLE TilE SOCIETIES TO INCREASE 

THEIR MAXIMt:M r.ORROWING POWER 

Shri Renu referred to the existing arrangement under which 
loans were given to individual weavers to cnable them to con-
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tribute to the share capital of weavers' societies. In connec
tion with the scheme of providing working capital up to a ceiling 
of Rs. 500 per loom, it was suggested that a weaver member should 
be enabled to subscribe at least Rs. 100 towards his shareholding 
in the society, Government providing a loan of 75 per cent of the 
amount to the weaver. He said that if larger loans were given 
to weaver members, they could subscribe more towards the share 
capital of the society. To enable the members to repay the loan 
out of their wages and savings, the period of repayment could, 
if necessary, be suitably increased. 

Prof. Karve was of 'he view that the consideration of th, issu, 
migh, be poslponed since Ih~re was nOI enough m2terial facts Ih11 
would justify any recommendation by ,Ire Committee on the question 
oj slale partners/lip in "!eavers' socielies. 

The Chairman Stlggeslcd tl,at concrete cases, if any. might 
be brouglll for consideration at ,," proposed meeting of the re
presentatives to be "tid in B.lngalore. 

ITEM ElClHT: TO ENSURE LOYALTY AND ENCOUlUGE PRODUCTION, 

PAYMENT OF CONTRIBUTION rROM CESS FUND TO 

THE THRIFT FUND OF WEAVER MEMBERS WHO HA VB 

J!EEN LOYALLY WCRKINO rOR THE SOCIETIES rOR A 

MINIMUM PERIOD OF ONE YEAR. 

The agenda note which brought to the notice of the Com
mittee the recommendation made by the Working Group cn 
Handloom Industry appointed by the Government of India in 
regard to the institution of a scheme of contributory thrift fur.d 
to which the weavers would contribute a part of their wages and 
the Government would contribute a matching contribution was 
noted. Shri Natll indicated thut the recommendation of the 
Working Group was being considered by the Government of 
India. 

Tile Committee did not desire to give any opinion in tIre matter. 

IT[M 'NINE: REVltW CF THE I:[CISIC'NS CF TJ-!E !TMINARS CF 

WEA\'[RS' CO-OPrRATI\E ~CCIETIES HELD IN DiffERENT 

STAT[S 

The Chairman stated that the seminars held in eight States 
so far had served a useful purpose. The resolutions passed at 
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the seminars indicated that the societies and central banks in 
the various States had begun to understand the scheme of institu
tional finance and were taking steps to implement the scheme 
on proper lines. They also revealed that the societies required 
a certain amount of reorganisation, that the planning of produc
tion and marketing and arrangements to secure timely finance 
from the banks had to be improved, that supervision and audit 
of societies in most States were inadequate-this being due to 
insufficiency of staff-and that central banks did not possess 
adequate knowledge of the financial position of the societies 
and of their business operations since they had no special staff 
for the purpose. The Chairman added that some of the resolu
tions related to local problems which would be solved by the 
officers of the State Government and weavers' societies. In a 
few cases, action had to be taken by the AII·India Handloom 
Board and the officers of the State Government. Reports had 
been called for from them in regard to the implementation of the 
resolutions. 

SIlr; Natu suggested Ihat the resolutions passed at the seminars 
might be classified by the Re.\erve Bank, ((necessary, in consultation 
wi,II the Handloom Board ;11/0 (a) 'hose which related /0 local 
problems and (b) 'hose 'llat would require some careful considera
lion because they were of a general nature applicable '0 the countr, 
fU a wllole. It would be desirable to examine tile recommenda. 
tions and sue" of t!zose that 'were conducil'c /0 tile working of the 
Institutional financing uheme might be recommended to tile Slate 
GOl'ernments for aueplance. Slich of them as recllIired aClion 
10 be taken b.v 'he AII·llldia Handloom Board migill be remitted 
1(1 it 1I';lh lite necessary recommendation ill the matler by 'he Resefl't 
Bank of Illdia. Tile All-India Handloom Board would be pre
parfl,l to address Ihe State Go"ernments, The C/,airman concurred 
__ 'il" tl'is suggestion. 

The meeting terminated at 1.30 p.m. 
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