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ABSTRACT

Co-operatives in Kerala are w ell d evelop ed  an d  highly dem ocratic in nature. In addition 
to traditional Credit sector, Co-operatives are also p erform ing better in the field s o f  Healthcare, 
Education, Housing, Labour Contract, Fisheries an d  Milk, Coir and  Consumer. /Is on 31" 
Manh 2013, Id205 Co-operative societies o f  varied nature were in operation, o f  which 382 
were housing Co-operatives. The paper in ten d  to h igh light the status o f  housing Co-operatives 
in Kerala and to brin g ou t th e sustainable issues related to housing Co-operatives in Kerala. 
Kerala Co-operative Societies Act. 1969 an d  Rules 1969 have provisions to register fo u r  types 
o f housing Co-operatives Viz.. Co-operative Building Society, Co-operative House Building 
Society, Co-operative H owe Construction Society an d  Tenancy Housing Society. The find ings 
based on the analysis a n d  a case study g iv en  in the paper clearly indicates the changing paradigm  
o f homing Co-operatives in Kerala Most o f  the Co-operative credit institutions lends to house 
construction, purchase a n d  expansion. Privileges extended in the fo rm  o f  Gehan registration 
helps a lot to brin^ down the cost o f  docum entation. Compared to the com petitive strength 
o f real estate tycoons. Co-operatives fa i l e d  to capture an d  stand in the mat her. If the Co­
operatives want to thrive, it shou ld  extend value add ed  services such as telephone, electricity, 
tenter, wastage managem ent, repair a n d  maintenance, security, healthcare on a sustainable 
haw I f Co-operatives are not in a position to construct flats, at least they can intrude in the
common services that cou ld  be rendered.
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B ACK G RO U N D  a n d  j u s t i f i c a t i o n

rhe state of  Kerala is en t ire ly  different from other states. The un ique ‘Kerala Model of 
^'-velopmcnr' rcsu hed in highesr 'H u m a n  Development Index in the country. Kerala tas



achieved highest l iteracy rate, universal health care, and effective public  distr ibution system 
to ensure availabil i ty  ol food grains to the dow ntrodden , cent percent financial inclusion, 
and above all decent dw e l l ing  units. Kerala is know n for its s ignificant level of labour 
migration and depends m a in ly  on repatriation. Ihe state has successfully implemented 
decentralized democrat ic  governance at all levels. Though  the governm ent encourages all 
types of business entities, cooperative form of business contr ibutes  s ignificantly to the 

state economy.

Before the formation of State of Kerala, co-operatives under the atca were regulated 
by the Travancore Co-operative Societies Act V  o f  1 1 1 2 (M .h i ,  C och in  Co-operative 
Societies Act XXVI o f  1 1 13(M .E) and M adras  Co-operat ive  Societies Act 1932. Alter 
the integration o f  Travancore and C och in ,  Travancorc-Cochin  co-operative Societies Act 
1951 came into force w ith  effect from 1 .9 .1952 .

After the formation o f  Kerala State, the Kerala Co-operat ive  Societies Act o f  1969 
cam e into force w ith  effect from 15 .5 .1969  in order to enact a uniform law on co-operation 
applicab le throughout the State. Consequent on the in troduction o f  Kerala Co-operative 
Societies Act 1969, Societies with un l im ited  l iab i l i ty  ceased to exist and societies with 
l im ited liability' cam e into existence. Thereafter G overnm ent o f  Kerala passed d ie  Kerala 
Co-operative (A m endm ent)  Act 1999 which cam e into force w ith  effect from 1.1.2000. 
Providing mem bersh ip  to local body institutions, Deposit guarantee  scheme in Primary 
Agricultural Cred it  Societies, Consort ium  Lend ing  Schem e, Co-operat ive  Development 
and Welfare Fund, Independent Election C om m iss ion ,  Separate Audit W in g  and Vigilance 
W in g ,  and Co-operative Examination Board are the new provisions m ade in the Amended 
Act.

Cooperatives in Kerala are well developed and h igh ly  dem ocra t ic  in nature. In 
add it ion  to tradit ional Credit Cooperatives, Cooperatives are also perform ing better in 
the fields o f  Healthcare, Education, Housing, Labour C ontrac t ,  Fisheries and M ilk ,  Coir 
and Consumer. As on 31 ' '  M arch 2013 ,  14205 cooperative societies o f  varied nature were 
in operation, o f  wh ich  382  were housing cooperatives. The paper in tends to highlight the 
regulatory' framework o f  housing cooperatives in Kerala. The paper  also tries to bring out 
the sustainable issues related to housing cooperatives in Kerala. I h e  authors used Kerala 
Cooperative Societies Act and Rules 1969, am endm en ts  2 0 1 3 ,  directives and circulars 
issued then and there. Moreover, discussion with  the officials o f  Apex Cooperative Socicry 
nam ely  Kerala Cooperative H ousing Federation and four selected Pr im ary Housing 
Cooperatives societies were conducted to clarify the operational constraints. A case study 
was also carried out to substantiate the findings.

O R G A N IZ A T IO N  O F  H O U S IN G  C O O P E R A T IV E S

Like all other Cooperative Societies, H ous ing  Cooperat ive Societies are also reg is te red  

under the Kerala Cooperative Societies Act 1969 and Rules 1969. As per the p ro v ison s 

o f  the Kerala Cooperative Societies Act 1969 and Rules 1969 . onlv the following typ es  of 
housing cooperatives can be registered.

1 6 4  Im p a c t  o f  V a l d y a n a t h a n  C o m m i t t e e  o n  STCCS & 100 y e a r s  o f  H o u s i n g  Cooperat ives
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< a i Coopera^ie Building Society: These are based on individual ownership. Members 

themselves w i l l  construct the houses.

1 b ) Cooperative House Building Society'. The assistance for construction o f  houses 
in accordance u i t h  the approved type designs is provided by the society. The 
society constructs houses on beha lf  o f  members.

(c) Cooperative House Construction Society. These societies acquire land, construct 
houses and allot rhem to members on hire purchase system.

(d) Tenancy H ousing Society. The society' owns site, construct houses according 
to the type and  design and rents out them to the members. The relationship 
between the society and  the m em ber is that o f  a house owner and tenant.

However, in practice, s ignificant numbers o f  housing cooperatives are Cooperative 
B u ild in g  Societies. O f late, in the metropolitan cities like Thiruvananthapuram, Cochin 
and Kozhikode there is a d em an d  for Flat Owners' Cooperative Societies to protect 
them selves and solve their com m on problems related to water, power and security. Kerala 
is *1 unique state where decentral ized panchayat raj system is fulfil ling the housing needs o f  
schedu led  castes and  scheduled tribes w ithout organiz ing housing cooperatives specifically 
for rhe purpose. The fo llow ing table reveals the Status ol Housing Cooperative Societies 

in Kerala.

Fig. 1: G r o w t h  o f  H o u sin g  C o o p e ra tive  Societies in Kerala 
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M ULTIAGEN CY A P P R O A C H  T O  H O U S IN G  FIN AN CE  BY TH E  

COOPERATIVE S E C T O R
Interestingly, in rhe state o f  Kerala there is high competit ion between diUcrcm 

types of cooperative societies in lend ing  to the housing loan borrowers. Since. Primary 
Agricultural Cred it  Cooperatives Societies are strong In terms o f  deposit mobilization and 
lending, they are also lend ing  for house construction and expansion. I)istrict Cooperative 
Banks and the State Cooperat ive  Ranks are d irectly lend ing to the individual borrowers 
for house construction and  expansion, repair and renovation. Kerala State Cooperative



Agricu ltura l &  Rural Development Bank is the S u i c  level apac body  of 44 allilLitcd Primary 
Cooperat ive Agricu ltura l and Rural D eve lopm ent Banks (PC A R D B s) lunc t ion ing  under 
Federal structure. W h en  this structure lailed to attract m ore long term agricultural loan 
borrowers, they too turned to hous ing  finance.

W ith  ihe permission from the Reserve bank of India, they also s latted mobiliz ing 
deposits Irom the indiv iduals ,  h itherto a neglected area lor  them. W ith  d ie  additional 
resources they mobilise Irom gencr j l  public , they p lanned to aggressively penetrate in nr 
the housing  finance market.

In co-operative hous ing  sector, the Kerala State C o  operatise H ous ing  Federation 
is the State level Apex Institution and  Pr im ary  H o us in g  Co-operative Societies are the 
inst itutions at base level. The Federation provides loans to P r im ary  H ous ing  < .o-uperatives 
by ava i l ing loans from the National level financial inst itu t ions like l ife Insurance 
Corporat ion o f  India, Flousing and Urban Development Corporat ion  (H U D C O ) ,  etc. 
The main function o f  Primary' H ousing Co-operatives is to issue loans to members lor 
construction or purchase o f  residential Houses.

T a b le  1: Status o f  Kerala State C o -o p e ra tiv e  H o u sin g  F e d e ra tio n  Ltd (H o u s e fe d )
as on 31M M a rc h  2010

1 6 6  I m p a c t  of  V a l d y a n a t h a n  C o m m i t t e e  o n  5TCCS & TOO y e a r s  o f  H o u s i n g  C o ope ra t ive

SI. No Particulars A m ount in Lakhs (Rs.)

1 Paid up Share Capital 3819 .32

O f  which Government Contribution 1 4 - - .0 8

2 Reserves 631 .37

3 Borrowings 41530 .33

4 Working Capital 4 5 3 7 5.7 6

5 Loans Outstanding 38917 .63

6 Loans Overdue 2 3 4 “ 82

7 Cost of  Management 391 .03

of which salaries 288 .22

8 Profit 8“ .18

Tabic 1 clearly indicates the status o f  Kerala State Co-operat ive H ous ing  Federation 
Ltd. (Housefed) as on 3 1 !t M arch 2010 .  The authors co u ldn ’t collect recent data from 
rhe Housefed. Total fund position o f  the federation was Rs.4 5 9 8 1 .0 2  lakhs constituted 
by share capital (381 9 .32 ) ,  reserves(631.37) and borrow ings(4 l  5 3 0 .3 3 ) ,  with a working 
capital position o f  Rs.45375 .76/-  lakh rupees. However loan outs tand ing  does not show 
a very prospective picture, as on ly  8 5 .7 79'o o f  the w ork ing  capital was used for lending 
purpose part icu lar ly  when major share o f  fund base is through borrowings. Moreover, the 
loan overdue was 6 .03  %  which  again deteriorates the financial viabilirv o f  the federation. 
Further, the cost o f  m anagem ent was Rs. 3 9 1 .0 3  lakhs and out o f  which 73-71 % goes 
in terms o f  salaries. The profit generated out o f  w ork ing  capital was on ly  0 .19  % which 
is very' low when compared to an y  lend ing agencies norms. Therefore, one can very easily 
conclude that the Housefed needs to go lor financial reengineering.
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Chart 1: Lend ing Process b y  H ou sing C oop eratives  in Kerala

I O W &PPRAI5 M RT PORTS

LEGAL C O M P L I A N C E S  F O R  L E N D IN G  A N D  R E C O V E R Y  O F  H O U S I N G  

LOANS:
The f low  chart a b o v e  clearly explains the flow o f  credit to the borrower from the 

ederation The p ro c ess  starrs with the admission ol individual as a member and goes 
hrough the Primary H o u s i n g  Cooperatives Societies to the Regional ollicc to the Head 
' Jfficc. After sanction o f  the loan again it travels the same way. C )nce disbursement is over, 
it is the responsibility o f  the Primary Housing Cooperatives Societies to recover the loan i.t 
ume. There are Socieries w ith  their own funds and not depending on federation for lending. 
Here, the revenue loss to the government is due to the execution o f  Gehan. ’Gehan” is a 
special charge on movable and immovable property in favour o f  the cooperative societies 
by a mere declaration in w r it ing  by the borrowers for security for the payment of money



ad vancctl or tu he advanced by way ol loan which will have all the characteristics o f  a valid 
mortgage. Die Registrar mainta ins a separate register for this purpose w ithout any payment. 
M an y  private developers have opposed to this privilege and forced the cooperative societies 
to pay the fee. However, on 6 1’1 October 2013  the Kerala government had issued ordeis 
w ithdraw ing  the 2 per cent lee on value set forth for fi l l ing Gehan and C d u m  release 
lor loans from cooperatives. I lie I per cent fee prescribed for ( jchan or Gehan release of 
agricultural loans and of housing loans up to Rs.2 lakh also stands w ithdrawn.

Recovery of housing loan in case ol default is a m ajor  concern lor the Housing 
Cooperat ive Societies. Ihough the act and rules permits the autho iit ics  to adopt all revenue 
recovery measures, in reality it ’s beyond the capac ity  of cooperative officials involved in 
the job. It needs political will and com m itm ent .  However, the authors ate of the opinion 
that the w il lfu l defaulters are l im ited in num ber  and  del inquency may he due to job loss 
ol bread w inners  and failure o f  repatriation.

A  C A S E  S T U D Y  O F  A N T H I K K A D  B L O C K  H O U S I N G  C O O P E R A T I V E  

S O C I E T Y  L I M I T E D

The A nth ikkad  Block H ousing Cooperative Society L im ited  v .c  registered on 22"d 
December 1979 and started funct ion ing Irom 18'1' Lebruary 1980. The area of operation 
o f  the Society was A nth ikkad  Block and Arimboor Panchayai o f  Thrissur dist rict, Kerala.
I he major objectives o f  the Society are to mobilsc funds and lend it to the needy people. 

The bank lends for the entire value ol land purchased for construction o f  houses and 
on ly  80  %  of total construction cost o f  house. Ihe fo llowing table h igh lights  selected 
performance indicators o f  the society.

Table 2 gives a few performance indicators oi A B H C S  for a period o f  12 years from 
the year  2 0 0 1 -0 2  to 2 0 0 12 -13 .  M em bersh ip  position o f  A B H C S  grew slowly but steadily 
from 1651 dur ing  the first year o f  reference to 2 6 3 0  by the end o f  2 0 1 2 -1 3 .  showing 
on ly  a exponent growth rate o f  4 .25  percent. Slow growth rate in the case o f  membership 
is a normal feature o f  H ousing Societies and also justifiable because m em bersh ip  has to 
com m ensurate  w ith  the resource at its disposal. Almost a s im ilar  trend can be seen in 
the case o f  share capital position, which is a normal phenom enon except du r ing  the year 
2 0 0 7 -0 8 ,  where a slighr fall in the share capital can be observed. Another source o f  fund 
o f  the A B H C S  is grants which shows on ly  a meagre growth rate o f  1.51 percent during 
the relcrence period.

1 6 8  Im p a c t  o f  V a i d y a n a t h a n  C o m m i t t e e  on STCCS & 100 y e a r s  o f  H o u s i n g  C o opera t ives

Ta b le  2: Selected P e rfo rm a n c e  Indicators o f  A n th ik k a d  Block H o u sin g  Coop. Soc. Ltd., (Rs. in Lakhs)

Year M em bersh ip Share
C ap ita l

Grants Borrowings 
du r ing  the 
fear

Lend ing 
du r in g  
the year

Loans
O utstand ing

Profit or 
Loss

2001-02 1651 14.92 5 .57 4 0 .2 7 33 .75 166 .87 2.18

(100) (100) (100) (100) (100) (100) (100)

2002 -03 1726 14.69 5.31 40 .04 2 \ 2 6 162.38 4 47

(104 .54 ) (98.451 (95 .33) (99 .31) (80 .77 ) (9 "  31) (203 69)
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2003-04 1789
U08.35)

14.86
(99.59/

5 7 1
(102.51)

38.88
(96.55)

31.93
(94.60)

163.28
(97.85)

5.52
(252.50)

2004-05 1908
(115.56)

15.19 
1101 “6)

5.11 
(91 ."T4 )

42.86
(106.42)

38.99
(115.53)

170.09
(101.93)

-1.04
(-47.88)

2005-06 2013
(121.92)

15.35
1102.86)

4.68
(84.021

47.16
(117.09)

44.01
(130.39)

179.97
(107.85)

-1.38
(-603.75)

2006-07 2113
(127.98)

16.13
(108.11)

5.17
(92.90)

48.94
(121.52)

45.11
(133.65)

194.67
(116.65)

0.64
(0.29)

2007-08 2211
1133.91)

14.16
(94.91)

6.67
(119.74)

50.79
(126.11)

57.67
(170.87)

201.33
(120.65)

6.62
(3.03)

2008-09 2282
(138.21)

17.75 
(1 18.94)

6.67
(119.74)

■’6.66
(190.35)

70.54
(208.99)

227.41
(136.28)

2.37
(1.08)

2009-10 2356
(142.70)

19.21 
(128.Tl)

6.67
1110.74)

59.11
(146.77)

71.42
(211.61)

245M  
(147.20)

1.42
(0.65)

2010-11 2413
(146.15)

20.16
(135.09)

5.99
(107.63)

47.80 
(118.69)

62.68
(185.72)

257.77
(154.47)

1.38
(0.63)

2011-12 2472
1149.72)

21.55
(144.42)

5.82 
(104.48)

36.60
(90.87)

74.25
(219.98)

269.75
(161.65)

1.18
(0.54)

2012-13 2630
H59.29)

21.~0 
1145 41)

5.82
(104.48)

108.45
(269.26)

100.90
(298.94)

305.58
(183.12)

2.47
(1.13)

Growth
Rjre

i 25 3.98 1.51 5.25 11.24 6.12

N ote. Percentage in parcnrhcsis shows growth index

Sourer. Annual Reports of A m hikkad Block Housing Cooperative .Society Limited

Ir has ro be noted here that, though the borrowings wh ich  is the major source ol 
fund o f  the socierv showed an overall growth rate ol 5.2S percent, lending during the 
same reference period showed a higher growth ol 1 1.24 percent which is positive Irom the 
point of util ization of Icndable resources. II profit can be taken as a positive indicator of 
performance or cffic iency in operation, A B H C S  showed a positive margin dur ing  most of 
the years of  reference, even though growth can be observed in very few years. Looking at 
the overall performance of ABf ICS and its resource base, it can be inferred that there is 
still wide scope for increasing the lending business which is hampered due to the paucit\ 
of funds. l o w  level ol profir m ay be due to the low margin of interest spread and the 
escalation in the non interest expenditure burden. O n ly  way to come out ol this is In 
increasing the business by enhanc ing  the resource base.

PO LICY IM P L IC A T IO N S
I. M u lt i  A gen cy  A pproach  to M ous ing  f in a n c e :  Since there is high demand fot 

housing finance, m any lend ing agencies have come up with innovative housing finance 
schemes. C om per ing  w ith  such b ig  players is very difficult for Housing C ooperatives. 
Hence, housing finance by cooperative sector is not restricted to Mousing Cooperatives



alone rather, all possible cooperative credit inst itu t ions lends to house construction, 
purchase and expansion. Privileges extended in the form ol G ehan  Registration helps a lot 

to b r in g d o w n  the cost oi docum entat ion .

2. G row th  o f  R ea l  Estate b u s in e s s :  M o n ey  m ongers  or o therw ise  called as rcal- 
estatc promoters ignoring all the norms ol nat ion , co n t in uo us ly  convert ing  iarm lands and 
env ironm enta l ly  protected /ones in to concrete jungles . Ihc prom oters  are approaching 
Non-resident Keralitcs in the respective countries itscll and  sell rhe plots, Hats and villas. 
C o m p ared  to their competit ive spirit ,  cooperatives failed to cap tu ic  and stand in the 
market.

3 . Va lue  a d d ed  Se rv ice  an d  S u s t a in a b i l i t y  o f  I l o u s in g  C o o p e ra t iv e s :  1 lie people
w ho arc purchas ing houses in a scheme dem ands  con t inuous  service for paym ent rather 
than on cost sharing. The tendency o f  people is to buy  the services such as telephone, 
electricity, water, wastage m anagem ent,  repair and  m ain tenance ,  security, healthcare and 
so on and so forth rather than solv ing the com m on problems through collective efforts. 
Since, the people o f  Kerala have got more in ternational exposure, the service expectations 
are also on the higher side. If the cooperatives w an t  to thrive, it should also add more 
num ber  o f  services on sustainable basis.

4 . S co p e  for Flat O w n ers  C o o p era t iv e s :  The land size is \cry l im ited  in Kerala, 
but dem and  for better hous ing  is increasing day  by dav. Historically , people of Kerala 
are em otiona l ly  attached to their lands and  w an t  to conduct their  crem ation in rhcir 
backyards. However, chang ing  social structure and  rap id ly  expand ing  urbanizat ion forced 
them to accept flat culture. If Cooperatives are not in a position to construct flats, at least 
they can intrude in the com m on service that could be rendered.
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