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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, as autho- 

r i d  by the Committee, do present on their behalf this Hundred 
and Thirty-Seconb Report on action taken by Government on the 
recommendations af the Public Accounts Committee contained in 
their Brd Report (Fifth Lok Sabha) on Audit Reports on the 
Accounte of the Khadi and Village Industries Commission for the 
years 1964.65 to 1970-71. 

2. On the 26th May, 1973 an 'Action Taken' Sub-committee was 
appointed to scrutinise the replies from Government in pursuance 
of the recommendations made by the Committee in their earlier 
Reports. The Sub-committee was constituted with the following 
Members : - 

Shri H. N. Mukerjee-Convener 1 
2. Shri Sunder La1 
3. Shri Biswanarayan Shastri 1 Members 

*4. Shri M. Anandam 
5. Shri Nawal Kishore 
6. Shri H. M. Pate1 J 1 

3. The Action Taken Sub-committee of the Public Accounts 
Committee (1973-74) considered and adopted this Report at their 
sitting held on 25th April, 1974. The Report was finally artopted by 
the Public Accounts Committee on the 27th April, 1974. 

4. For facility of reference the main conc1usions)recommenda- 
tions of the Committee have been printed in thick type in the body 
of the Report. A statement showing the summary of the main 
recommendations~observations of the Committee is appended to the 
Reports (Appendix). 

5. The Committee place on record their appreciation of the 
assistance rendered to them in this matter by the Comptroller and 
Auditor General of India. 

NEW DeLHI; JYOTIRMOY BOSU, 
April 27, 1974. Chainnar, -.. 
~iscrkha 7, 1896 (S) . Public Accounts Committee. 
- . - -, 

*Ceased to be member of the Committee consequent on retirement from 
Rajya Sabha w. e. f. 2-4-74. 



11. TMs Report deals with acticm taken hy G o v e r n ~ c n l  on the 
rc~omrnendatians contained in the  I\jin+-Third Report of the 
public Accounts Commitlw (Fifth Lok Sabha) on Audil Reports 
on the Accounts of Khndi and V j l l a g ~  I n r l u s t r i ~ . ~  Cornmi~s~cn  for 
the gears 1964-65 to 1970-71. 

1.2. Action Taken Notes in respect of all the 33 recommendations 
contained in the Heport have been received from Government. 

1.3. The Action Taken Notes have been categorised as under: 

(i) Rrrommendafions~obser~:at~ona that hatle been a c c e t e d  
by Government. 
S. Nos. 2, 4-23 and 25-29. 

(ii) R~commen&tions!obsen.ations which the Committee do 
not desire to p u ~ s u e  in  oiew of replies of Government. 
S. No. 24 

(iii) Recornmendatio~ts'obserz.otions replies to which have not 
b&n accepted b g  the Commzttee and u-hich require reite- 
ration. 
S. Nos. 30-33 

(iv) Recommendntions'observot~or~s in respect of which Gov- 
ernment have furnished interim replies. 
S. Nos. 1 and 3 

1 4 .  The Committee hope that final replies in regard to the 
recommendations~bservations to which interim replies have been 
furnised will be submitted to them expeditiously after getting them 
vetted by Audit. 

1.5. The Committee will now deal with the action taken by Gov- 
ernment on some of the recommendationsiobservations. 

Procurement of utilisatibn certificates-Paragraph 2.41 (S. No. 19) 

1.6. In paragraph 2.41 of the Report, the Committee had made 
the following recommendations regarding procurement of utilisa- 
tion certificates by the Khadi and Village Industries Commission 
in respect of the grants and loans given by them upto 31st March. 
1971: 



"The Committee are concerned that 'the Utilisation Certificates 
were still to be obtained in respect of the grants and 

' 

loans amounting to Rs. 23.36 crores given upto 31et March, 
1971. Some of the outstanrtcings relate to the period prior 
to 1963-64. The Committee note that there was difaculty 
in obtaining the utilisation certificates for the loans and 
grants disbursed by the State Boards. The Committee 
desire that special ef?orts should be made to clear old 
cases where utilisation certificates are still pending, in 
consultation with the Comptroller and Auditor General 
of India.'' 

1.7. The Ministry of Industrial Development have furnished the 
fallowing reply: 

"Amount for which utilisation certificates were to be obtained 
in respect of disbursements of loans and grants made upto 
the year 1970-71 has come down from Rs. 23.36 crores as 
on 31-12-72 to Rs. 18.05 crores as on 31-3-1973. 

"As against the total disbursements of Rs. 305.30 crores upto 
1970-71, Rs. 18.05 crores only are outstanding, which is 
only 6 per cent of total disbursements. Major portion of 
outstanding represents Utilisation Certificates to be pro- 
cured in respect of disbursements made in the recent 
years. Utilisation Certificates for disbursements made 
in recent years are being received and the outstanding 
will be reduce? considerably in due course. 

"As regards outstandmg Utilisation Certificates to be procur- 
ed in respect of disbursements upto the year 1963-64, it 
may be stated that Rs. 1.63 crores only are outstanding. 
as against the disbursements of Rs. 166.06 crrores which 
works out to only 1 per cent of total disbursements. 
Special efforts have been made to procure Utilisation 
Certificatff from the Institutions and the State Boards in 
respect of disbursements ma4e during earlier year. 

"As regards procurement of Utilisation Certificates from the 
institutions, the concerned Industry Directors have been 
informed under reference No. IAI UCJOUS/57-58-63-64 
dated 15th June, 1973 (page 37) for taking expedi- 
tious action. It is stated that most of the Utilisation 
artificates for payments ma& up to 196384 are o u t  



4 
1.10. In their reply dated 7-2-1974, the Ministry kiave stated as 

under: 
"As against the total Utilisation Certificates of R6. 278.27 

crores (Rs. 196.85 crores from institutions and Rs. 81.42 
crores from State Boards) received, Utilisation Certifi- 

" cates worth Rs. 236.83 crores (Rs. 187.81 crores from inst.i- 
tutions and Hs. 49.02 crores frnm State Boards) have been 
processed. leaving a balance of Rs. 41.44 crores (Rs. 0.94 
crorw from institutions and Rs. 32.40 crores from State 
Boards). It is, ther'cforc, evident from the abovc, that 
nearly 95 per ccnt of the ~itil'isation Certificates received 
pertaining to the institutions. have been pyoceped and 
there remains only about 5 per cent of th,e ~ t i l i sa t ion  
Certificates received to bc processed. But in the case of 
Statc Boards only to the extent- of 60 per cent of the Uti- 
lisation Certificates received have been processed. Yet 

. about 40 per cent of the Utilisation _Certificates received 
from State Boards a re  to be processed. 

"The administrative machinery existing in the Commission's 
office for processing the State Boards' Utilisation Certifi- 
cates is being strengthened to clear the back-log in pro- 
cessing the Utilisation Certificates from the State Boards 
as expeditiously as practicable. Comptroller and Audi- 
tor General of India's Office had also been addressed re- 
garding the finalisation of the procedure for checking. 
processing of Statc Boards' Utilisntion Certificates vide 
letter No. IA UC I SB 20 '3  dated 8th May, 1973 for which 
a reply is awaited." 

1.11. The Committee are disappointed that the position regarding 
processing of utilisation certificates received from the State Boards 
is still very linsatisfactory as 40 per cent of the utilisation certi- 
ficates are yet to be processed. The Committee would like the 
Commission to complete the processing of the tmaining certificates 
expedjkiouslp. 

Finalisation of tbefi and fraud cases-Paragraph 2.70 and 2.71 (S. 
Nos. 25 and 26) 

1.12. Dealing with certain theft and fraud cases, the Committee 
had, in paragraphs 2.70 and 2.71 of the Report observed as follows: 

"The Committee are disturbed that out of 55 cases of theft 
and fraud pertaining to the period 1956-57 to 1966-67 
action has been completed only in 8 cases. The Com- 



mittee desire that the remaining cases should be finalised 
expeditiously." 

"The Committee were given the details of 28 more cases per- 
taining to the period 1967-68 to 19'71-72. Out of these 
cases 5 cases were investigated by the C.B.I., prosecutions 
of the officers concerned had been launcheri in 3 cases 
and departmental actlon was being t&en in 2 cases The 
Committee desire that departmental action wherever 
necessary should be taken expeditiously The posslbillty 
of taking action against one of the officers who has since 
retired may also be examined. The Committee would, 
like to be informed about the outcome of the cases." 

1.13. In the;# action taken note dated 7-2-1974, the Ministry 
stated: 

"55 cases outstanding as on 15-11-1970 relate to  the perlod 
from 1-41956 to 15-11-1970 and not 1956-57 to 1966-67. 
Out of these 55 cases 'financial involvement of 14 cases 
has been cleared. However 6 cases have not been closed 
and have been kept open even though the financial aspect 
has been cleared, for finalisation of police cases and 
departmental action etc. Out of the remaining 41 cases, 
29 cases involving a recovery of Rs. 0.82 lakhs pertained 
to the period 1956-57 to 1966-67. 

"The C'ommission at its meeting held on 29-8-1973 noted that 
out, of 55 cases. 11 are such where all possible efforts to 
recover the amounts have been made by the Commission 
and that there is no possibility of anv further recovery 
in these cases. The amounts involved are also very small. 
As these losses relate to the Commission's trading units. 
the Crommission in relation to these 11 cases (page 42) 
decided to charge the respecti\.e amounts of losses to the 
concerned profit and loss account of the trading units for 
the year 1972-73 and close the cases. Accordingly neces- 
sary action has been taken." 

"Out of the 28 cases stated to be pertaining to the period 
1967-68 to 1971-72, it may be stated that 11 cases actually 
stand included in the list of 55 c a s e  referred to in the 
recommendation at  S1. No. 25 (para 2.70) of 93rd Report 
Of the remaining 17 cases. 3 cases have been closed 
Necessary action is being taken to finalise the  pending 14 



cases expeditiously. Of the 5 cases which were investi- 
gated by the CBI the present position is given below:- 

h e  No. No. of persons Nature of action taken 
involved -- 

I 4 Case pen+ng trial 

4 3 No d:partmental action teken against the pereon who 
(of whom one has has retired. Departmental action is in progress 

=tired) aminst the other two persons. 

5 a No action has been taken in this particular case. It was 
suggested by the CBI that the Commission might tPLe 
appropriate action for wit?. holding the amount of 
gratuity if the rules applicable to them permit such a 
course. The payment of gratuity has accordingly 

, been withheld. - - -- ----- 
1.14. The Committee are dissatisAed with the slow progress in the 

disposal of cases of losses caused by theft. Out of 72 cases pertaining 
& the period 1956-57 to 1971-72, 11 cases have been closed, 11 cases 
are such where all possible efforts to recover the moun t  have 
tailed, and three cases arb pending for trial. The Committee desire 
that necessary action should be taken to finalise the remaining 47 
cases ex$editiously, as with the lapse of time there would be risk 

'of non-recovery of the amounts and also difficulty in taking action 
against the persons concerned. 

Overall performance of the Khadi and Village Industries Commis- 
sion-Paragraph 2.81-2.84 ($. No. 3 0 3 3 )  

1.15. Commenting on the overall performance of the Khadi and 
Village Industries Commission, the Committee had made the follow- 
ing observations in paragraphs 2.81 to 2.84 of the Report. 

"The Committee consider it to be their duty to place on record 
their disappointment and dissatisfaction at the working 
of the Khadi and Village Industries Commission. The 
Cbmmittee would not have ventured to do so had they 
not had this opportunity of studying its working in some 
detail. Their disappointment arises from the fact that 
the Commission's field of activities is of great importance 
to the country and its impact on the country's develop- 
ment, in particular in so far as it affects the weaker sec- 
tions in rural India, had it functioned as it was expected 
to function, would have been very great indeed. As it 
is, such area as it has been able to cover during the p'ast 



twd & c a b  of Its existence (from 1953 to 1957, as All 
India Khadi and Village Industries Board and from 1957 
onwa~ds as Khadi and Village Industries Commission) 
has benefited from its aperations only marginally. The  
Committee's dissatisfaction arises from the fact that such 
benefits as have accrued have been far smaller than is 
oommensurate with the funds placed at the disposal of 
the Commission and with the enormous a w u n t  of good- 
will, both ofacial and non-omcial, that i t  enjoyed. A s  
much as Rs. 289.93 crores were placed a t  the disposal of 
the Commission during the period of its existence. And 
for this substantial amount, the Commission has dis- 
appointingly little to show by way of achievement. 

"A few figures will illustrate these summary statements. 
Production of Khadi declined from 848.54 lakhs sq. metres 
in 1965-66 to 587.37 lakhs sq. metres; in 1970-71. Full- - 
time employment during this period generated by the 
Commission amounted to no more than 117,000 in 1970-71. 
I t  stood a t  182,000 in 1965.86. Similarly, part-time em- 
ployment generated amounts to 824,000 less than half of 
what it had succeeded in general in 1965-66, when i t  stood 
a t  1,713,000. But the expenditure on administration, on 
pay and allowances and contingencies in respect of the 
staff employed, administrative, accounts and technical in- 
creased from Rs. 1.98 crores in 1965-68 to &. 2.63 crores 
in 1970-71. 

"Looking a t  the working of the Commission from another 
angle, one finds that trading operations of the Commission 
resultek in an overall low of Rs. 98.17 lakhs during the 
m o d  1965-66 to 1970-71. The Qommittee do not have 
an asaeesment of losses due to bad debts and irrecover- 
able loans. As on 31st March, 1971, amount due from 
sundry debtors amounted to Rs. 3.64 crores as against the 
entire working fund of Rs. 7 crores. Out of the loans 
advanced as on 31st March, 1970 to institutions and S a t e  
Khadi Boards, the outstanding amount was as much as 
Rs. 74.01 crores. The amount of loans overMe for pay- 
ment as on that same date, 31st March, 1970, was of the 
order of Rs. 14.19 crores. 

"These figures are given illustratively. Many more can be 
given, but the Committee feel that these should suffice 
to indicate without a shadow of doubt that the Commis- 
sion has not been functioning in an effective and business- 

. . like manner almost throughout its existence. The Gov- 



ernment itself thought i t  necessary to look into the w o r k  
ing of the Commission and appointed 8 c a p e t e n t  com- 
mittee to go into its working, That committee presided 
over by Shri Asoka Mehta reported in 1968. Out of the 
57 recrrmmar;rdations made by that committee, 41 have 
been accepted in principle w d  only 7 have so far been 
implemented, of the remaining 16 recommendations, one 
has definitely not been accepted. A decision on the other 
15 is still pending. Why Government should have been 
so dilatory in studying the report of the Asoka Mehta 
Committee and giving effect to several of .its recommen- 
dations as were acceptable to it, is not easy to understand. 
For, it is certain that during the past 5 ye&Ts since the 
Asoka Mehta Committee. reported, the working of the 
Commission cannot he said to have shown any marked 
improvement. Many of the recommendations of the 
Asoka Mehta Committee are almost certainly likely 
to be out of date by now and Government would be well- 
advised to take a realistic view of the facts which are 
already with them and having regard to the fact that the 
objectives of the Commission for the achievement of 
which the Commission was established, are sound, so re- 
constitute the commission that it has on it a Finance 
Member preferably drawn from the Indian Audit and 
Accounts Service. The Finance M e m b d s  concurrence 
will be necessarv in all matters with financial implications. 
provided however. that where the Chairman disagrees, he 
shall have the right to overrule hls Finance Member for 
reasons to be recurded in writlng. To clear up the exist- 
ing Augean stables, a special cell should be created under 
the Finance Mc>mber. The object of these suggestions is 
two-fold; the Commiss~on should be enabled to function 
at as early a datc as possible without being saddled with 
thc burden of the sins of the Commission and omission 
of the exlstlng Khadi and Village Industries Commission 
during the psat several years, and when relieved of the 
old burden i t  should be capable of functioning under pro- 
per financial dlsciplinc." 

1.16 The Ministry. in their r:ply dated 5-3-197.1, statrd as 
behw: - 

"It is true that Rs 289.93 crores were placed at the disposal 
of the Commission from 1953-54 to With this amount a 
production of Rs 1,160 51 crores was effected and wages 
of Rs. 35345 crores were distributed among the artisans 



spread throughout the country. Total annual produo 
' tion of Khadi and Village Industries products of Rs. 2.78 
crores in 953-54 was raised to an annual production af 
Rs. 121.39 crores in 1971-72. Besides thousands of arti- 
sans were trained in various processes of Village Indus- 
tries and conduct research in improving equipmenta ankl 
processes in improving the quality an? quantity and re- 
ducing the cost of Khadi and Village Industries products. 
Commission also established 103 working units in most 
difficult terrains i n  the country such as Lahaul situate8 
at 10,000 ft. above sea level (mean level), SpQi at 12,000 ft. . . 
height. Utterkashi, Mandi, Chamba, Kinmur, Agartala, 
Bikaner, Port Blair, Jagadalpur (Bastar), Kohima ete. 
which helped to promote industrious habits and self con- 
fidence and boost the morale of the persons in the areas 
boarding with Pakistan, China etc. These activities 
undertaken by the Commission were womotional in 
nature. 

"Khadi and Village Industries Commission is essentially a 
development organisation. Its achievements have been 

, , indicated in the 93rd Public Accounts committee Re- 
- . :  . ' port at pages 4 and 5. These can be sutnmarised as 

. . under: - 

( i )  considerable pioneering and promotional work in 
\various fields; 

(ii;)  creatiim of a n  institutional ~nfra.;tructure.in the 
form of State Hoai.h,  registered institutions and in- 
dustrial co-operatives : . 

(iv) considerable increase in production and employment 
in 18 years; 

(v) improvement m qual~ty of products; 



(vi) reduction of grant element in the programme; 

(vii) more financial discipline in the working; 

(viii) contribution to export promotion efforts. 

"As regards increase in Khadi Production effected by t h e  
Ccmmission it may be stated that there was annual pro- 
duction of Khadi to the extent of Rs. 2.19 crores in the. 
year 1953-54 which was increased to Rs. 25.85 crores in 
1970-71. It has already been explained in detail (in an- 
nexure) in reply to the recommendation (at S. No. 2) 
that the entire cotton textile sector in the country includ- 
ing the mill sector has passed through a period of consi- 
dmable strain during period from 1968 to 1971. Mea- 
s u r e  taken by the Commission to check the fall $n Khadi 
production have also been described therein. 

"The expenditure on administration, on pay and allowsnces 
and contingencies in respect of staff employed, admhts- 
trative, accounts and technical in respect of Khadi in 
1 9 6 5 4  was Rs. 1.01 crores and not Rs. 1.98 crores as stat-- 
ed in the para. Similarly expenditure on administration 
on the above items for 1970-71 was Ra. 1.18 crores and 
not Rs. 2.63 crores as stated in the para. The expehdi- 
ture shown in para on establishment is for both K h d j  
and Village Industries. However, the comparison hssc 
been made only in relation to Khadi production only. 

T b e  net loss arising out of the trading operations of the 
Commfssion for the period from 1965-66 to 1970-71 was 
Rg. 32.17 lakhs and not Rs. 98.17 lakhs as already explain- 
ed in reply to the recommendation at Sr. No. 11. The 
total net loss of the tradfng operations of the Commissiom 
from 1953-54 to 1971-72 was Rs. 32.22 lakhs only. 

"Tbe steps taken for improving the position of Sundry Debtors 
has already been indicated in reply to recommendation 
a t  S. No. 13. 



-':As regarclb position of overdues, action taken to improve the 
position has already been stated in reply to recommen- 
dations a t  S. No. 14. 

"'As indicated in reply to the recommendation at S. No. 1 of 
the Report, out of 57 recommendations of the Khadi and 
Village Industries Committee (Asoka Mehta Committee) 
decisions on 15 recommendations are still pending due to 
various reasons. These recommendations relate to the 

, structural changes recommended by the Committee on 
the set up of the Khadi and Village Industries Commis- 
sion etc. 

"The recommendations of the Public Accounts Committee to 
'so reconstitute the Commission that it has on it a Fin- 
ance Member preferably drawn from the IA&AS' will 
also be taken into consideration by Government before a 
final decision is taken on the structural changes in the 
set up of the Khadi and Village Industries Commission. 
However, it may be slated that there is already a Finan- 
cial Adviser to the Commission, appointed by the Govern- 
ment, he is drawn from the IA&AS and has the necessary 
financial powers as provided i.1 the Khadi and Village 
Industries Commission Rules. The status of the Finan- 
cial Adviser has recently been raised and his grade of 
salary is now equivalent to that of a Joint Secretary to 

' the Government of India." 
1.17. The Committee had drawn attention to some unsatisfactory 

'features based on the figures made available to them regarding the 
decline in production of Khadi, fall in employment, increase in ad- 
ministrative expenditure, accumulated trading losses, huge amounts 
of 'sundry debtors', outstanding and overdue loans etc. The Ccm- 
mittee had expressed their disappointment and dissatisfaction at the 
working of the Commi4on, especially because the benefits that had 
accruecl were not commensurate with the huge amount (Rs. 289.93 
crores) placed at the disposal of the Commission by Government. 

1.18. The Committee had referred to the delay in taking action 
and implementing the recommendations of the Asoka Mehta Com- 
mittee which reported as long ago as in 1968. The Committee had 
suggested reconstitution of the Commission with a Finance Member 
on it and creation of a cell under him to liquidate old cases of out- 
standing loans, etc., but no-steps in that regard have been taken so 
far. This is regrettable. It  i~ important that there should be on 
the Cominission a t  least one member who will be charged with the 
task of directing financial matters. 
.505 LS-2 



1.19. From the position explained in the Ministry's replies, the 
Committee see no reason whatsoever to deviate from the views ex- 
pressed by them earlier. The Committee desire that an early deci- 
sion &odd be taken on the pending recommendations of the Asoka 
Mehta Committee, as also their own recommendation, regarding the 
appointment of a Finance Member on the Commission. The Com- 
mittee expect that there would soon be tangible improvements in 
the working of the Commission and would like a report on what is 
being done without delay. 



CHAPTER I1 

RECOMMENDATIONSJOBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

The Committee find from the figures furnished to them that pro- 
duction under the development programmes of the Commission in- 
creased from Rs. 98.15 crores in 1968-69 to Rs. 103.64 crores in  1969-70 
and Rs. 111.45 crores in 1970-71. Considering the 'increase in prices 
during this period, the increase in production in physical terms 
may not be significant. In fact in the case of Khadi, there has bren 
a decline in production from 848.54 lakhs sq. metres in 1965-66 to  
567.37 lakhs sq. metres in  1970-71 as mentioned elsewhere in  this 
Report. The Committee are not therefore impressed with the deve- 
lopment programmes of the Commission. 

[S. No. 2 (Para 1.13) of 93rd Report of PAC-5th Lok 
Sabha] 

Action taken 

2. l'he observations of the Committee regarding the decline in 
production under the development programme of the Commission 
have been noted. It may however be clarified that the downward 
trend of production was restricted only to (i) cotton khadi (ii) silk 
khadi (iii) processing of cereals and pulses and (iv) palm gur. The 
correct position of production in quatitity etc. for the period from 
1968-69 to 1970-71, the reasons for fall in production in certain in- 
dustries. the various measures taken by the Commission to over- 
come the situation etc. have been indicated in the Annexure. 

[Ministry of Industrial Development O.M. No. 5/4 '73-KVl(I1) 
dated 5-3-1974] 

ANNEXURE 

The correct position of production in quantity for the period 
from 1968-69 to 1970-71 is given in Table No. 1 enclosed. Table No. 
1 furnishes details for two years cz;. 1968-69 and 1970-71 in respect 
of physical production in quantity and the increaseldecrease in ac- 
tual and in percentage, while Table 2 furnishes details in respect of 



other industries wherein the  progress can be measured in terms of 
value only. 

2. I t  will be seen from Table No. 1 that there has been increase in 
production in all industries covered in  the  table except Cotton 
Khadi, Silk Khadi and Processing of Cereals aud Pulses. 

3. In proces.;ing of cereals and pulses the  fall has been mainly 
due to non-availability of paddy for processing and unauthorised 
proliferation of hullers and to some extent the procurement policies 
of the State Governments. 

4. The'reasons for the fall in cotton k,hadi can be listed as under: 

(a) The Commission, on the advice of Khadi Samiti of the 
Seroa Seva Sanglt increased the spinning Wages in 1965 
for spinners on traditional charkhas. 

(b) The production of traditional cotton khadi was pegged 
down in the light of the recommendations of the  Khadi 
and Village Industries Committee. 

(c) It \\.as intended to make up this loss by switching over, as 
quickly as possible. to New Model Charkha. As recom- 
mendrd by the Khadi and Villagl Industr~es  Commis.ion, 
an Evaluation Team was constituted by the Planning 
Commission on the New Model Charkha in 1969. The 
Team sibmitted its report ln 1970. On the recommen- 
dations of the Team and thc Planning Cornmisson, a 
small programme of New Model Charkha could be sanc- 
tio-ed by Government in .Janiiarv, 1971 only By that 
time the productim of  traditional khadi decl ned 

(d) Duiing the period, there was substantial increase in the 
cotton prices and overhead charges which also affected 
ihe 'cost structure of the cotton khadi. 

5. The Commission was alive to thew factors and took the fol- 
lowing measure; tq check the fall in khadi production: 

(a) It planned introduction of two spindle New Model Char- 
khas in the field so that traditional spinners would be 
persuaded to take to New Model Charkhas. 

(b) I t  introduced six-spindle and twelve-spindle new char- 
khas, as quickly as possible, after a formal sanction was 
obtained in 1971. I t  has already completed the Fourth 
Plan targets of introduction of 1,040 sets of New Model 
Charkha by 1972-73. 



(c) I,t successfully carried out experiments on the production 
of muslin khadi and as a consequences, this activity has 
been revived and in 1971-72 the muslin khadi has a share 
of about 5 per cent in the total cotton khadi production. 
I t  is providing higher earnings to the artisans on the one 
hand with no particular marketing problem for the cloth 
on the other. 

(d) The Commission has worked out and implemented a 
phased programme of backing old ambar charkha by al- 
lotting pre-processing untts in the field. This has enabled 
the Commission to reactivise a large number of wooden 
ambar charkhas. 

(e) I t  has entrusted a market studv of cotton khadi to the 
Indian Institute of Management, Ahmedabad. 

6. The above measures have been introduced in the field and 
cotton khadi activity has now shown signs of revival leaving behind 
a period of stress and strain. In 1971-72, it is observed that the yarn 
production of cotton khadi has considerably increased. Moreover, 
the share of NMC yarn in the total cotton khadi yarn has increased 
to 20 per cent. Increase in quantity and quality of yarn will result 
in enhanced production of better cloth. Jmprovement in quality of 
cloth will reduce marketing problems. An additional factor that 
has to be reckoned is that during the period mentioned in the re- 
port., i.e. 1968-69 to 1970-71, the entire cotton textile sector and. 
specially the mill sector, has passed through a period of consider- 
abde strain as will be seen from the following statements:- 

C)otton Fabrics--Mz11 Production 
~hlctrcs in Iaikhs) 

. ..- - - -.  ~ . . - - - 
Year Coarse hlcdiumT:. .\lesliuniA. Tine Supcrfitic Tordl 

of traditional weavers to agencies undertaking export of silk. Dur- 
ing this period, there was spurt in the exports of pure silk; as a re- 
sult of which the arttsans showed this tendencv of shift In 1971-72. 
however .the industry has recovered its lost ground. 

8. A reflection at table 2 will reveal that except palmgur. the pro- 
duction in terms of value has increased more than 25 per cent in 
almost all industries. In the case of Fibre, and Carpentary and 
Blacksmithy the increase was by 95 per cent and 139 per cent res- 
pectively. During this period from the price rise was round 10 per 



cent. This will be seen from the following table whiah indicates 
that during this period, the index number of wholesale prices with 
1961-62 as the base for all commodities moved from 165.4 to 181.1. 

Percentage increase over 1968-69 levels 10 Wr cent 

9. From this. it will be clear that those four industries viz. 
Village Leather, Village Potterv. Fibre and Carpentry and Black- 
s m i t h ~  have made trrmendous progress. The progress in these in- 
dustries in term,: of physical quantity is qtlite encouraging. Regard- 
in? Palmgur. it may be stated that thc fall of 17 per cent in terms 
of production value was  mainly due to relaxqtion of prohibition 
adopted by the \various State G n ~ w n m ~ n t s .  during the period as a 
consequence of which tree rents increased abnormally which severe- 
ly  affected the availability of palm trccs for tapping. 

Lakh cmt 
Tonne5 



[Acalysis in z.alue terms (Rq. lokhs)] ---- 
1966-69 1970-71 Increase or Actual 

decr. over 7: 
1968 69 

( i )  \rillage Leather . . . 465 40 612 01 . 146 61 ( +  32 % 

( 1111 Village l'ottay . . 208 64 266 he 58 I 6  ( 4 2b O/:,) 

Recomnlendation 

The Committee find that  the  administrative expenditure of the 
Commission increased f rom Rs. 1.98 crores in  1965-66 to Rs. 2.63 
crorcs in 1971-72. Thc administrative ~ x p e n d i t u r e  of PG. 2.63 crores 
1971-72 comprised an amc~unt of Rs. 1.99 crores of administrative 
and Rs. 0.64 crores of technical and promotional nat7.n-e. While the  
anlount of loans and grants disbursed by the Commjssion is decreas- 
it;:! the  administrative expenditure is incriming. The Com.mittee 
would like to emphasize that  the  administrat iw staff requirements 
,:: the Commission should be kept continuously under review so as 
t , )  effect economy arid reduce the burden o f  such heavy non-produc- 
t i  \$e overhead expendi turc.  

[S No 4 (Para  1.24) of 93rd Report of P A  C 21th Lok Sabha] 

Action taken 

Noted for compliance 
2 In addition to the reasons already mentiuncd in the 93rd Report 

. ~ f  the P.A.C., increase in atlmini~;tr:rtive t'xpenditure was mainly 
due to ( i )  increase in dcull-ncss ;llt~\\a.l& ! , t h e  staff. ( i i)  grant of 
i:ltc.rim relief to the staff ,  (iii) annual incremental increases. (ii') 
Inc,rcaasr in T.A. due to heavy rise in R;til\vay and B t ~ s  fares and (v) 
;xcrrase in contingency espendi turr  dul, to rising prices. 

3 Thr cornmisston has. hen-ever, hccn es;dcavourlng to keep the  
d m l n ~ s t r ~ i t l v e  staff  rtbquirerncnts under constant rc\*lew through 
cllntrol over cstablishmrnt budget The Co~n-niss i~m has instructed 
-111 the appointing authorities that posts which a re  created for any 



new activity or extension programme should not be filled up (capy 
of circular No. ADMjPolicyll94 dated 14th May, 1973 enclosed). 

4. It is further stated that with a view to keeping the administra- 
tive expenditure of the Commission under control, the SteYf? Inspec- 
tion Unit of the Ministry of Finance has been requested to under- 
take the Work Study of the Establishment of the Commission. 

[Ministry of Industrial Development O.M. No. 5(4)673-KVI1(11) 
dated 21-1-19741' 

No. ADM/Policy 1104 14th May, 1975. 

CIRCULAR 

Clearance for creating some new posts and also for filling up of 
old vacancies which were not filled up for many years, under vari- 
ous directorates have been given. Steps have also been taken to 
hold recruitment in pursuance of such orders. Such orders were 
given in consideration of the fact that the 1973-74 programmes in- 
cluded expansion and new activities. 

2. But recently Government of India have ini-licated that due to 
difficulty in resources, we should better limit our 1973-74 programme 
to the level of actual achievements in the year 1972-73. In view of 
this, it would be appropriate that posts which are created for any 
new activity or extension programme, should not be filled up even 
though the recruitment process might have been gone through in 
the meantime. . . 

3. I would therefore request the directors not to issue the appoint- 
ment orders presently, and wait till the above question about finance 
for the new and expansion activities arc settled. This is now being 
discussed with Government ' of India. 

Sd '- 
Chief Executive Officer 

15-5-73. 
All appointing authorities in and outside Bom>bay. 

(True Copy) - . - - -. .. - 

Recommendation 

In paragraph of 2.25 of their 49th Report (3rd Lok Sabha) the 
Committee had suggested that the Commission should be alive to 
the need for economy and pointed out that money was being spent 
on committees which apparently did not have any important func- 
tion to perform. The Committee find that apart from five standing 



committees there were some 25 other committees functioning ti11 
last year. The Committee hope that while reconstituting the com- 
mittees i t  will be ensured that their number is kept to the minimum 
and that these function in a business-like manner. 

[S. No. 5 (Para 1.25) of 93rd Report of P.A.C.-4th Lok Sabha]. 
-F- Action Taken 
..- Noted for compliance. 

As to the reduction in the number of Committees, it is stated that 
the Commission decided on 29-8-1973 to dissolve 22 committees and 
to continue the following 8 committees only: 

Standing Committk?es: 
1. Standing Finance Committee (Khadi) , 
2. Standing Finance Committee (Village Industries), 
3. Certification Committee, 
4. Patterns Committee, 
5. Standing Marketing Committee, 

Other Committees: 

1. Institutional Financing Committee, 

2. Review Committee (for review of departmental activities 
of the Commission in Hill and Border Areas), 

3. Khadi Advisory Committee. 

[Ministry of Industrial Development O.M. No. 5(4)  173- 
K VI (11) dated 21-1-1979] 

Recommendation 

The State Board being autonomous bodies established under 
Legislation enacted by the State ?Legislatures they have an inde- 
pendent status. Since the Commission is answerable and account- 
able to the Parliament for the funds allocated to it by the Central 
Government the Comm~sslon came to the conclusion that i t  would 
be deeslrable to have some statutorv control in the working of the 
State Boards and accordingly a 'Model Act' was drafted to guide 
and govern the worklng of the State Boards The Committee find 
that only four States viz.. Hlmachal Pradesh. Tripura. Manipur and 
Uttar Pradesh have so far amended the Acts and Rules. The Corn- 
mittee desire that the m a t k  should be pursued with the other State 
Governments. 
[S. No. 6 (Para 1.29) of 93rd Report of the P. A. C.-5th Lok Sabha] - m- 



Action Taken 
At present no s k u t o r y  built-in relationship exists betwmn the 

Commission and State Boards. However the matter is p u r w  
with the State Governments who have yet to amend the Acts and 
Rules governing the worlung of the State Boards in accordance with 
t h e  'Model Act'. 

[Ministry of Industrial Development O.M. No. 5(4) 173- 
K VI (11) dated 21-1-1974] 

Recommendation 

. The Commission also suggested to the State Governments to 
amend the State Board Act providing for a guarantee of funds of the 
Commission and routing of the funds through State Governments. 
But only five States have so far implemented the suggestion. The 
Committee emphasise the need for amending the State Board Acts 
of the remaining States. 

[S. No. 7 (Para 1.30) of 93rd Report of the P.A.C.-5th Lok Sabha] 

Action Taken 

As regards guarantee',security for the funds of the Commission 
released to the State Boards, the present position is given below:- 

The State Governments of Jammu and Kashmir, M.P., 
Haryana, Mysore, Punjab, Himachal Pradesh, Mahara- 
shtra, Manipur and Tripura have now made amendment 
respective S t a t  Khadi and Village Industries Boards 
Acts on the lines suggested by the Commission providing 
for legal responsibility towards liabilities of the State 
Boards to the Commission in the event of their dissolution. 
State Governments of Bihar, West Bengal, Assam, Uttar 
Pradesh. Rajasthan, Andhra Pradesh, Tamil Nadu and 
Kerala have agreed to amend their State Board Acts. The 

. matter is being pursued with them. 

Governments of Gujarat and Chandigarh have been giving year- 
-wise guarantee for full amount. 

As regards Orissa the matter is under correspondence with the 
State Government. 

[Ministry of Industrial Development O.M. No. 5(4) 173- 
K VI(I1) dated 21-1-1974] 

Recommendation 

The Committee note that Financial Advisers and Chief Accounts , 
Officers have been appointed in all the State Boards except Uttar 

1 



NO. 8 (Para 1.3') of 93rd Report of P A. C,--Sth Lok Sabha] 

Action Taken 
As regards appointment of Financial Adviser and chief Amlult& 

Officers in Uttar fiadesh, Tamil Nadu, Mysore and H h a c h a l  Pra- 
desh, the matter has already been taken u p  at the Chief Mintstera' 
level. The present position is as under: 

Uttat  Pradesh: The Chief Minister has assured that  the  
matter IS receiving consideration of State Government and 
the decision would be communicated soon. 

Tair~il Nadu: KO statutory provision exists in  the State Board 
Act for appointment of the Financial Adviser and Chief 
Accounts Officer. However, the State Government has 
recently accepted the suggestion of the Commission and 
has appointed a Sr. Dy. Secretary from Finance Depart- 
ment as Financial Adviser. The State Government has 
addressed a letter to the Commission to approve this 
appointment which is under examination. 

Mpsore: There has been no response from the Chief Minis- 
ter of Mysorc. in reply to the Commission's letter addressed 
to him in the matter. This is being pursued. 

Himach,al Ptadeah: The Chief Minister has informed that the 
matter is under examination and he is being reminded. 

[Ministry of Industrial Development O.M. No. 5(4) :73- 
K VI(I1) dated 21-1-1974] 

Recommendation 
At the instance of the Commission, some State Governments have 

vested powers of Registrar of Cooperative Societies in the officials 
of the State Khadi and Village Industries Board. The Committee 
desire that efforts should contlnue to be made !o persuade the 
other State Governments, to take appropriate action. 

[S. No.: (Para 1.32) of 93rd Report of P.A.C.--5th Lok Sabha] 
Action Taken 

Nokd for compliance. 

Efforts are continued to pursuade the State Governments which 
have not conferred the powers of the Registar of Cooperative So- 
cieties upon the officials of the State Boards so far. 

(Ministry of Industrial Developmtnt O.M. No 5(4) 173 VI(I1) 
dated 21-1-1974) 



The Committee note that the progress of the development pro- 
gramme in the Commission is reviewed through various studies 
made by the officers of the Commission posted in the State OPfices 
through their visits to the Centres etc. The Committee would like 
the Commission to examine the feasibility of setting up a central 
cell for undertaking various studies of the development programmes 
carried out by the State Boards and Institutions. 

[S. No. 10 (Para 1.33) of 93rd Report of P.A.C.-5th Lok Sabha] 

Action Taken 
Noted ior compliance. 

[Ministry of Industrial Development O.M. No. 5 (4) 173- 
K VI (11) dated 21-1-1974] 

Recommendation 

The Committee find that the trading operations of the Commis- 
sion disclosed loss amounting to Rs. 21,935 in 1965-66, and Rs. 71 
lakhs in 1966-67, Rs. 14 lakhs in 1967-68, Rs. 8 lakhs in 1968-69 and 
Rs. 5 lakhs in 1969-70 and profit of Rs. 0.05 lakh in 1970-71 and 
Rs. 5.04 lakhs in 1971-72. The Committee hope that the working 
results will continue the improving trend in future years. 

[S. No. 11 (Para 1.39) of 93rd Report of P.A.C.--5th Lok Sabha] 

Action Taken 
R .  

It  is stated that the net working loss for the year 1966-67 was 
Rs 5 lakhs only and net Rs. 71 lakhs as stated. The amount Rs. 71 
lakhs included Rs. 66 lakhs being profit in A. T. during the earlier 
years upto 31-3-1964 transferred to Government in the year 1966-67 
as per the discussion arrived at in the meeting of the Khadi Sub- 
Committee of the Director General of Suppplies and Disposals held 
at Bombay on 13-7-1966. The recommendation of P.A.C. that the 
working result should continue to show the improving trend in the 
future years is noted for compliance. - 

[Ministry of Industrial Development O.M. No. 5 (4) 173- 
K VI (11) dated 21-1-1974] 

Recommendation 

Although the trading units are expected to keep closing stock to 
meet only 8 months' requirements in the case of 8 months referred 
to in' the Audit Paragraph the closing stock ranged from 14 to 109 



times the average monthly sakes. The Committee are dissatisfied 
with the  overstocking by t h e  units, which carried with i t  the risk 
.of deterforation of stock and losses. The Committee desire that the 
Commission should introduce a scientific method of inventory control 
in the trading units. The Commission should lay down some suitable 
guidelines regarding minimum and maximum limits of quantities ot  
various items held in stock. 

[S. No. 12 (Para 2.8) of 93rd ~ e ~ o r t  of P.A.C.-5th Lok Sabha] 
- 

Action Taken 
(i) Noted for compliance. 

(ii) Wherever thy trading stock on hand is found to be in excess, 
the  same is being pointed out through the h t e r n a l  Audit Reports and 
the units are advised to keep the stock a t  optimum level. 

(iii) A circular No. 1AIGenl;IIiPAC dated 20-6-1973 has been 
issued to all Industry Programme Directors for complying with the 
requiremmts contained in this recommendation. Copy of the cir- 
cular is enclosed. 

[Ministry of Industrial Development O.M. No. 5(4) 173- 
KVI (11) dated 21 -1-19741 

KHADI AND VILLAGE INDUSTRIES COMMISSION 
3-11-13 Road, Vile P a r k  (West), Bombay-56 

No. IAiGenjIIIPAC (i) Datc: 20-6-1973 
To 

All Trading Units, 
Industry jI'rogramrne Directors. 

An extract of the comments of Public Accounts Committee given 
in its 93rd report on thc accounts of the Commission regarding the 
clos~ng stock held by the departmental trading units is reproducod 
.below: - 

"Although the trading units are expected to keep closing stock 
to meet only 8 months requirements in the case of 8 units 
referred to in the Audit Paragraph, the closing stock ranged 
from 14 to 109 times the average monthly sales. The Com- 
mittee are dissatisfied with the  overstocking by the units, 
which carried with it the risks of deterioration of stock 
and losses. - The Committee desire that the Commission 
should introduce a scientific method of inventory control 
in the trading units. The Commission should lay down 
some suitable guide lines regarding minimum and maxi- 
mum limits of quantities of various items held in st~ck." 



. It is therefore, desired that all lnduqtrylProgramme Directorates( 
Departmental Trading units should take necessary steps immediately 
to reduce the stock to the minimum possible level and comply with 
all other requirements recommended by the P.A.C. stated above. 

Yours faithfully, . 

Director of Inspection. 

Recommendation 

The Committee find that sundry debtors amounted to Rs. 3.64 
crores as on 31st March, 1971 as against the entire working funds of 
Rs. 7 crores. The Committee regard the proportion of sundry 
debtors to the working funds of the trading units to be on the high 
side. The Committee were informed that 3 s  on 3 1 s ~  March, 1971, 
the total sundry debtors amounted to Rs. 3.03 crores out of which 
Rs. 0.64 crores was due from Government departments and State 
Boards, Rs. 0.74 crores from Commission's own units and Rs. 1.65 
crores from other private parties. The Committee desire that neces- 
sary steps should be taken to realise the outstanding debts and to 
keep their accumulation to check in future. To achieve this, the 
Commission should introduce a system of regular analysis of the 
outstanding debts and intensify follow up action to effect recoveries. 
In view of the fact that debts amounting to Rs. 7.60 lakhs have 
proved to be doubtful and bad, the Cnmmittec desire that  necessar:J 
steps should be taken in future to safeguard public money. 

[S. No. 13 (Para 2.15) of 93rd Report of P.A.C.-5th Lok Sabha] 

Action Taken 

Instructions have already been issued to all Departmental Trading 
Units to get their balances lying under sundry debtors duly confirm- 
ed by them and also to classify the amounts age-wise and to segregate 
badldoubtful debts-vide this office circular letter No. IA/GEN!hlisc\ 
13172-73 of 8-9-1972, 9-11-72 and 28-12-72. The recommendations of 
Public Accounts Committee have also been communicated to them 
for compliance. 

{Ministry of Industrial Development O.M. No. 5 (4) 173- 
KVI (11) dated 21-1-1974] 



KHADI AND VILLAGE INDUSTRIES COMMISSION 

'Gramodaya' Irla Road, Vile Parle (West) 
Bombay-56. 

No. IA IGENIMisc. 113172-73 Dated: 8th September, 1972 

To All Trading Units(Industry/Programme Directors. 

SUBJECT: Amount outstanding under Sundry Debtors and Sundry 
Creditors. 

Sir, 

A reference is invited to this officer letter No. IA(GENIMisc.jlS 
of 16th July, 1966 and 14th December, 1967 wherein it has, inter alia 
been stressed that the amounts lying under Sundry Debtiirs, as a t  
the close of the year should be got confirmed from the parties con- 
cerned. Besides, the various points which the trading units are re- 
quired to look into before the closure of their accounts for the 
year annually communicated to them by this office, also include 
the point regarding confirmation of balances from the trade parties 
etc. The amount under Sundry Debtors could be considered res- 
listic only when they are confirmed. 

2. Despite the attention of the Trading Units thus being re- 
peatedly drawn to this, the experience so far shows that due im- 
portance is not being bestowed upon by the trading units in this 
regard. Consequently, the major part of the accounts lying nnder 
Sundry Debtors remain to be got confirmed by the parties. This is 
being pointed out in the respective Internal- Audit Reports also. 

3. This aspect has been subject to adverse comments by the 
Statutory Audit and the Central Pub1.c Accounts Ccmmittee. I t  
is quite essential that this work is given immediate attention only 
such confirmations will also help in classifying the amounts lying 
under Sundry Debtors as "good, doubtful and bad". It is there- 
fore felt that adequate arrangements should be made to see that 
these requirements are obtained by the trading units. 

4. Henceforth, annually vou are also required to iurnirh a certifi- 
cate to the departmental head of your trading unit at Bombay to 
the affect that the amounts under Sundry Debtors have been got 
duly confirmed by you. For outstanding balances fur confirma- 
tion, if any you should indicate the reasons thereof. 

5. The Central Public Accounts Committee is to meet very 
shortly. The annual reports on the accounts of the Commission are  
to be reviewed by them from the year 1964-65 to 1970-71. The fol- 
lowing itcms of information are therefore immediately required to 



%e made available by p u r  trading unit to enable this office to cx- 
plain the position to public Accounts Committee. This information 
.should reach here before 23rd of September, 1972. 

KHADI AND VILLAGE IND'USTRIES COMMISSION 
3-Irla Road, Vile Parle (West), Bombay-56 

No. IAI GENI Misc 1 13 172-73 

Dated 9th Nov., 1972 
T o  

SUBJECT: Amount outstanding under Sundry Debtors and Sundry 
Creditors. 

A reference is invited to this office letter of even No. dated 8th 
September, 1972 calling forth certain information regarding con- 
'firmation of balances of the amount lying under R1~ndr.y Debtors 
as on 31-3-1971 and its classifications as to the age wise and as good 
'doubtful' and 'had' debts. The information was urgently required 
here to clarify the position to Central Public Accounts Commit- 
tee which is scheduled to meet to consider Com,mi:ision's Reports 
on 21-11-1972. It is regretted to note that the response from Dc- 
partmental Trading units in furnishing the required information 
has not been encouraging. with  t ? ~ ;  r~ .sul l  this officr. 1 . ; ~  nc: 1wen in 
I position to prepare adequate materials. 

2. 11 has Inem felt nwessary that. the n-ozrrss ill gr.!t~ng the 
balmces outdanding confirmed by !he Denx-tlnen!<: ;'!.::r! rig 'cTnits 
'JP placed before the Corninis.-im in iZs meetings periodically. J t  is 
therefore, desired that a l l  Ir~d:~strv/Proqrarnmc' Dire:.! >:.ate Depart- 
mental Trading Unitc ~ h o  have b ~ e n  provided with Trading Fun13 
should forward immediately the lollowing information so as to en- 
able this office to place it before the Commission as decided. 

(a) The amount of Sundry Debtors as on 31-3-1971; 

(b) Whether the amount lying under Sundry Debtors as cn 
31-3-1971 has been got confirmed. If part of the amount 
has been got confirmed the extent of same rnqy be in- 
dicated. 

(c) Balance amount to be confirmed. The reasons for out- 
standing should be indicated (a-b); 

(d) The amount vide coloumn (a) above should be classified 
under good, doubtful and bad debts and the extent indi- 
cated separately. 



(e) The amount of Sundry Debtors as on 31-3-1971 should be , 
classified age-wise as indicated in the letter dated 8-9-1972 
and details given. 

If any information in respect of items referred to above remains 
$0 be furnished, the monthly progress made subsequently may please 
be forwarded before the 10th of the month followings, so that the 
same could be furnished to the Commission. 

The receipt of this letter may please be acknowledged. 

Yours faithfully, 
Sdi- 

Director of Irtspection. 

KHADI AND VILLAGE INDUSTRIES COMMISSION 

Irla Road, Vile Parle (West) Bombay-56 

No. IA] GEN i Misc 1 13 i 72-73 U d t d  26-12-72 

'To 
All Departmental Trading Units 

Subject: Year-wise break-up of the amount lying under Sundry 
Debtors as.on 31-3-1971. 

Sir, 
Your attention is invited to this Office letter No. IAIGEN/Misci 

13-72-73 of 9-11-1972 wherein, inter alia the following information 
in regard to the amount lying under Sundry Debtors as on 31-3-1971 
was called for to clarify the position to Public Accounts Commit- 
tee (i.e.,  the amounts of sundry debtors as on 31-3-1971 should be 
classified age-wise and the details given). 

2. The Central Public Accounts Committee met on 15th and 16th 
December, 1972 and during its course discussed at length a ~ n u t  the 
position of the amount lying under Sundry debtors pertaming to 
departmental trading units. In view of the fact that adequate in- 
formation, though repeatedly called for,-was not made availahle by 
most of the trading units the extent of amounts of Sundry Debtors 
confirmed by the parties, and classification of badldoubtful debts 
included therein etc., could not be very satisfactory explained to 
them. T-hi,s was therefore, naturally not happily received by the 
P.A.C. 



3. The P.A.C. has'further dkected that a note may be submi t  
ted to them in this regard. They have called for the year-wise 
break-up of amounts of Sundry Debtors as on 31-3-1971, which may 
please be furnished in the form given below. This information is 
urgently required to make available to P.A.C. The 11alsnce as  
on 31-3-1971 may also include the amounts outstanding for recovery 
prior to 1970-71. The details regarding the year from which and 
also the amount outstanding as from those years may please be 

. . . . . .  furnished by you for the amount of Rs. pertaining to sundry 
debtors as on 31-3-1971 (vide Blsaasoon 31-3-1971). 

4. This may please be treated as very ;rgent and the informa- 
tion may be furnished to this Office quoting reference to this letter 
within a week's time. In regard to the amounts of bad/doubtfuL 
debts a separate communication will follow. 

Yours faithfully, 

Director of Inspection. 

TAP year cmie break-up of rhe amount 0) 6it1dry Debtors ns on 31-3-1971. 

S. The year from which outstanding Number Amount Remarks 
No. of parties if nay. 

9 6 9 - 7 0  . - - 
Total amount . 
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KHADI AND VILLAGE INDUSTRIES COMMISSION 

Irla Road, Vile Parle (West), Bombay-56. 

No. IAIGENj 11 IPAC (ii) Dated 20th June, 1973. 

To 

All trading Units, 

Ind.ustry/Programme Directors. 

SUBJECT: Amount outstanding under Sundry Debtoi-s-PAC. 

comments-regarding. 

This is in continuation of this Ofice circular letter Nn.IA,GEN/ 
Misc113172-73 of 23-12-1972 regarding the amounts lying under the 
head Sundry Debtors. An extract of comments given by Fublic 
Accounts Committee in its 93rd Report regarding the dues re- 
coverable from Sxndry Debtors, is reproduced below:- 

"The Committee find that Sundry Debtors amo~n ted  to 
Rs. 3.64 crores as on 31-3-1971 as against the entire work- 
ing funds of Rs. 7 crores. The Committee regard the 
proportion. of Sundry Debtors to the workinc funds of 
the trading units to be on the high side. The Committee 
were informed that as on 31st March, 1972, the total 
Sundry Debtors amounted to Rs. 3.03 crores out of 
which Rs 0.64 crores was due from Government De- 
partments and State Boards, Rs. 0.74 crores from Com- 
missions own units and Rs. 1.65 crores from other private 
parties. The Committee desire that necessary steps 
should be taken to realise the outstanding debts and to 
keep their accumulation in check in future. To achieve 
this, the Commission should introduce a system of regular 
analysis of the outstanding debts and intensify follow up  
action to effect recoveries. In view of the fact that debts 
amounting to Rs. 7.60 lakhs have proved to be doubtful 
and bad, the Committee decide that necessary steps should 

taken in future to safeguard public money." 



It  is therefore desired that all Industry/Programme Directo- 
rates/Departmental Trading units should take necessary steps on 
the line suggested by P . A .  C . immediately. 

Yours faithfully 
I Sd/- 

'Director of Inspection. 

Recommendation 

The Committee find that out of loans advanced to the Institu- 
tions/Boards outstanding as on 31st March, 1969 an amount of 
Rs 9.16 crores was yet to be realised as on 30th April, 19?1. The 
Committee desire that the question of recovery of overdue loans 
should be closely pursued with State Board/Institutions. 

[S. No. 14 (Para 2.20) of 93rd Report of P.A.C.-5th Lok Sabha]. 

Action taken 

The position of overdue3 is constantly under review. 

The position as on 31-5-1973 in respect of overdue amounts of 
31st March, 1969 is given below:- 

Particulars Total amcunt R a l m ~ e  to be 
overdue as on 31-3-1969 recovered as on 31-5-73 

Khedi I C ,  I ' 94 1. 12 I '  12 

Vill. ge Industries 8 ~.i I ,  98 393 1 ' 42 _.-.-.-.-. -._._.-.-. -._.-.-.-. -.-.-.-.-. 
TOTAL 9 . 7 7  3 '  92 5 '  0 5  2' 5 4  _--.--.-.-.--.-.--._.- .-.-.- -.- .-.-,-.-. - .-.-.-.-. - - . - .  ..-.-.-.-. 

Thus out of Rs. 13.69 crores representing overdces as on 
31-5-1969 the balance to, be recovered as on 31-5-1973 works out to 
Rs. 7.59 crores. The amount of Rs. 9.16 crores ss  on 30-4-1971 has 
been thus further brought down to Rs. 7.59 crores. Of Rs. 7.59 
crores, a sum of Rs. 3.45 crores represent working capital and stock- 
ir?g loans under Khadi. The Commission has also decided ta extend 
the Working Fund benefit to Village Industrips with effect from 
1-4-1973. As such good part of this Working Capital loans overdues 



would not be required to be recovered since the loanees woluld be 
entitled to retain this amount as  per their eligibility. 

[Ministry of Industrial Development O.M. No. 5(4) j73-KVI (11) 
dated 21-1-1974] 

Recommendation 

The Committee are concerned to learn that 432 Institutions 
from which loans amounting to Rs. 101.30 lakhs were recoverable 
have closed down. The Committee trust that necessary steps are  
being taken to recover the loans from the assets of the Institutions. 
The Committee would like the Commission to ensure that while 
giving loans to institution. proper scrutiny of the financial sound- 
ness of the institutions and the antecedents of the office bearers is 
made in order to safeguard Government Funds. 

. [S. No. 15 (Para 2.21) .of 93rd Report of PA\:-- 5th Lok 
Sabha]. 

Action taken 

As to the recovery of RE. 101.30 lakhs from the closed institutions 
a special recovery cell created for the purpose has been continuous- 
ly pursuing old recoveries. Action legal, where necessary, has also 
been or is being resorted to for expeditious recovery. 

The procedure for examination of proposals for financial assis- 
tance has since been revised and made strictar making State Direc- 
tors and Programme/Industry Directors responsible to take into 
account the past performance, the potential and prcspects of deve- 
lopment and the overall financial position of the implcmeiltillg agen- 
cies [copy of the (dt. 7-5-1973) circular enclosed]. 

The recommendation of the P . A .  C . regarding proper scrutiny 
of the financial soundness of the institutions .and the antecedents of 
the office bearers has been followed in the past and will be kept in 
view before fiancial assistance is extended to the implmenting 
agencies. 

[Ministry of Industrial Development O.M. No. 5 (4) 173-KVI (11) 

fated 31-1-1974'!. 



KHADI AND VILLAGE INDUSTFIIES COMMISSION, 
IRLA ROAD, VILE PAREL, (WEST) 

BOMBAY-56. 

No. ADMi Genl. !Financial Proposals/ 73. 

Dated 7th May, 1973. 
SLTBJECT: Routing of proposals for financial assistances through 

State Directors of the Commission. 

The State Directors of the Commission are  responsible for 
planning the development of Khadi and Village Industries on 
proper lines in their respective States and also effective imple- 
mentation of the programmes through various agencies such as 
State Boards direct institutions etc., and also about the financial 
well-being and soundness of the implementing agencies. It is, there- 
fore. necessaxy that the administrative procedures about the leteipt, 
scrutiny and sanction of application for financial assistance are so 
framed that the State Directors would have an effective role to 
play at  every stage in the process. With this and in view, it is de- 
cided to adopt following procedures in respect of submission of ap- 
plications to the Commission for financial assistance by all the im- 
plementing agencies State Boards, institutions etc. This proce- 
dure would also apply to the annual programmes submitted by 
t h e n  

I t  is observed that at present all the proposals for financial zssis- 
tance including proposals for release of funds are not being routed 
through the State Directors of the Commission by the applicant 
agencies. I t  is, therefore, requested that all the proposals for finan- 
zial assistance should, in future, be routed through the co~cerned. 
State Director of the Commission who in turn should forward them 
to the concerned Directorates at head office of the Commission with- 
in a fortnight o,f the date of receipt of the proposal with his remarks/ 
recommendations. In future no proposal would be considered by the 
S .F .C, unless it is accompanied by the remarks of the State Direc- 
tor. On receipt of such proposals with the remarks/recommendations 
of the Director of the concerned ProgrammelIndustry Directors at 
the head office of the Commission would consider and recolnmend the 
proposal to the S .F. C .  for their consideration after taking into ac- 
count and in the light of the recommendations made by the State 
Directors. They would also incorporate the recommendations of the 
State Directors in their proposal to the S .F.C. 



The  State Boards and the institutions may, if they consider ne- 
cessary, send advance copies of their proposals, which they would 
have given to the State Directors to the concerned Industry Direc- 
tors of the Commission for information. They may, if found con- 
venient and feasible and/or necessary, arrange to obtain the views 
af the State Directors themselves and send the proposals directly to 
She Commission along with the views o,f the State Directors. The 
latter procedure would, however, be adopted only in the case of 
urgency and not as normal feature. 

The State Directors while giving their remarks and recommen- 
dations would take into account the past performance, the potential 
and prospects of development and the overall financial position of the 
implementing agencies. 

The above procedure, it is hoped, will provide the State Directors 
with necessary opportunities to exercise their judgement which 
would be commensurate with the responsibilities for proper develop- 
ment  of the industries and the financial soundness of the implement- 
ing agencies. 

Chief Executive 04icer. 

(1) All C . E. 0 s .  and Secretaries to the State Board. 

4 2 )  All Institutions directly assisted by the Commission, 

((3) All State Directors, 
44) All Industries and Programme Directors. 

(True Copy) 
Recommendation 

From figures given to the Committee they find that out of a total 
number of 1265 cases of loans amounting to Rs. 77.61 mores, 362 
cases involving Rs. 22.74 crores were yet to be confirmed by the 
State Boards and Institutions as on 31st March, 1971. The Commit- 
tee were informed that in case confirmation had not been received 
for more than 2 years, legal action if necessary was initiated. The 
Committee desire that necessary steps should be taken by the Com- 
mission to enforce financial discipline in cases where the loanees 
Sail to confirm the loans in time. 

[S. No. 16 (Para 2.28) of 93rd Report of PAC-5th Lok Sabha]. 



Action taken 
In order to enforce financial discipline in the loanee institutions 

who fail to confirm the  loan balances in time, Commission has decid- 
ed not to release imprest and other loans without getting the neces- 
sary confirmation letter. A circula- No. Acctts(Gen) /ll2/73-74 dated 
5th March, 1973 has already been issued to all Institutions (copy 
enclosed). 

[Ministry of Industrial Development O.M. No. 5!4)/53-KVI 31) 

- dated 7-2-1974]. 

KHADI AND VILLAGE INDUSTRIES COMMISSION, 
IRLA ROAD. VILE PAREL (WEST) 

No. Acc'tts (Gen) j112j73-74 5th March, 1973. 

Circular NO. 26 

SUBJECT: Conditions for the release of imprest for 1973-74. 

. As in the past imprest for 1973-74 will be released to the imple- 
menting agencies according to the budget allotment issued. Every 
year the Commission is prescribing certain conditions for the re- 
lease of imprest. All the State Boards are, therefore, requested t o  
fulfil the following conditions a t  an early date but not later than 
30-4-1973 so that imprest can be released immediately to enable t h e  
State Boards to start implementing the progr.smmes without delay. 

( I )  Declaration of cash balance of imprest if any, on hand o n  
31-3-1973. separately under (i) Khadi Loan (ii) Khadi 
Grant (iii) Village Industries Loan and (iv) Village In- 
dustries Grant. The balance should be intimated by a 
letter on 1-4-1973. If there is no balance a 'Nil' report may 
be sent. 

(2) Submission of the  balan-e sheet for the year 1971-72. 

(3) Submission of performance reports for the period ending 
31-12-1972. 

(4) Confirmation of loan balance as on 31-3-1971 and 
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(5) Submission of utilisation certificate to the effect that (i) 

the Loan and (ii) the Grant have been disbursed by t h e  
Board as per allocation issued by the Commission on the. 
basis of the annual agreed programme and according to the 
rules. 

for Chief Executive Officer. 
(1) All State Boards, 
(2) All State Directors, 
(3) All Industry/Programme Directors. 

(True Copy) 

Recommendation 

The Committee have been informed that the Cornmisslor, have 
taken legal action to effect recovery of loans from the i~st i tut ions 
under liquidation and the balance to be recovered is Rs. 159.26 lakhs. 
In  respect of 17 institutions from which recovery of more than one 
lakh in each case was due, the balance outstanding is Rs. 40.10 lakhs. 
The Committee hope that efforts will be made to recover the out- 
standing dues from these institutions. 

[S. No. 17 (Para 2.33) of 93rd Report of PAC--5th Lok Sahha]. 

Action taken 

(i) The liqui'dationjlegal proceedings are in progress. The de- 
lay caused in expeditious recovery may be attributed t o  
factors inherent in such liquidationjlegal proceedings. 
However the question of recovery of Commission's dues 
is under constant watch. 

(ii) Account of loans outstanding against 17 institutions from 
which recovery of more than one lakh in each case was 
due is Rs. 39.64 lakhs as on 31-3-1973. 

[Ministry of Industrial Development O.M. No. 5 (4)/73-KVI (11) 
dated 7-2-1974]. 

Recommendation 

The Committee desire that before giving loans to the institutions 
steps should be taken to verify their financial standing in order to. 
safeguard the interest of Government. 

[S. No. 18 (Para 2.34) of 93rd Report of PAC-5th Lok Sabha]. 
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Action taken 
.The recommendation of the PAC. regarding verification d the 

$financial standing of the Institutions has been noted and will be 
kept in view before giving loans to the Institutions in order to safe- 

, y a r d  the interest of G~vernment. 
[Ministry of Industria! Development O.M. No. 5(4)/7:LKVI (11) 

dated 7-2-1974]. 
Recommendation 

'The Committee are concerned that the Utilisation Certificates 
were still to be obtained in respect of the grants and loans amounting 
.to Rs. 23.36 crores given upto 31st March, 1971. Some of the 
autstandings relate to the period prior to 1963-64. The Committee 
note that there was difficultv in obtaining the utilisation certificates 
for the loans and grants disbursed by the State Boards. The Com- 
mittee desire that special efforts should be made to clear old cases . 

'where utilisation certificates are still pending, in consultation with 
:the Comptroller and Auditor General of India. 

[%No. 19 (Para 2.41) of 93rd Report of PAC-5th Lok Sabha]. 

Action taken 
'Amount for which Utilisation Certificates were to be obtained 

in respect of disbursements of loans and grants made upto the year 
1970-71 has come down from Rs. 23.36 crores as on 31-12-1972 to 
Rs. 18.05 crores as on 31-3-1973. 

As against the total disbursements of Rs 305.30 crores upto 1970- 
-71, Rs 18.05 crores only are outstanding, which is only 6 per cent of 
the total disbursements. Major portion of outstanding represents 
Utilisation Certificates to be prwured in respect of disbiirsements 
made in the recent years. Utilisation Certificates for disbursements 
made in recent years are being received and the outstanding will be 
reduced considerably in due course. 

As regards outstanding Utilisation Certificates to be procured 
in respect of disbursements upto the year 1963-64, it may be stated 
that Rs. 1.63 cmres only are outstanding, as against the disburse- 
ments of Rs. 166.06 crores which works out to only 1 per cent of total 
disbursements. Special efforts have been made tq procure Utilisa- 
tion Certificates from the Institutions and the State Boards in res- 
pect of disbursements made during earlier year. 

As regards procurement of Utilisation Certificates from the insii- 
-tutions, the concerned Industrial Directors have been informed un- 
,der reference NO. IAIUCIIIOUS157-58-63-64 dated 15th June, 1973 
,(copy enclosed) for taking expeditious action. I t  is stated that most 



37 
.of the Ptilisation Certificates- for payments made upto 1963-64 are 
.outstanding from the institutions which are either defunct or under 
liquidatim. 

The State Boards have been requested under reference No. 
IAIUCISB1Gen1173-74 dated 14th June, 1973, to procure Utilisation 
Certiflcates in respect of payments made upto 1963-64 expeditiously. 

Comptroller and Auditor General of India has been requested to 
help the Commission in expediting the procurement of Utilisation 

Certificates from State Boards. 

[ ~ i n i s t ' r ~  of Industrial Development O.M. NO. 3(4)/73-KVI (11) 

No. 
*The 

dated 7-2-1974]. 

KHADI AND VILLAGE INDUSTRIES COMMISSION 

Irla Road, Vile Parle (West), Bombay-56 
IA j UC j 1 i OUS/ 57-58-63-64 - 15th .June, 1973. 
Direct*, , 

'SUBJECT: Procurement of outstanding utilisatio~t ccrtijhtes-re- 
garding- 

Sir, 

Reference is invited to this office Circular No. 1AIUC(l /OUS!57--6I, 
dated 30th December, 1970jlst January, 1971 conveying Commission's 
decision wide item No. 19.1 (0).  dated 28th November, 1970 on the 
-above subject. It  is hoped that necessary action has been initiated 
in pursuance of Commission's decision. 

2. The Public Accounts Committee of the Parliament have exa- 
mined the Audit Reports on the accounts of Commission for the 
years 1964-65 to 1970-71 in NovemberiDecember. 1952 and made cer- 
tain recommendations for further action to be taken by the Com- 
mission. 

3. The Committee have expressed grave concern that there are 
still some arrears in procurement of utiiisation certificates for the 
period upto 1963-64. They have recommended that speclal efforts 
should be made to clear all old cases of pending utilisation certifi- 
cation. 



4. The Accountants (IA) reported that in certain cases utilisation 
certificates could not be prepared as institutions have become de- 
~ u n c t  andlor records were not made available for audit. 

5. A list of all outstanding utilisation certificates cases is enclos- 
ed herewith for ready reference. You are, requested to use your 
good offlces to get the necessary records for audit and ensure ex- 
peditious completion of procurement of utilisation certificates for 
all payments made upto 1963-64 A list of residual items where it  
is not possible to procure utilisation certificates may please be fur- 
nished along with reason thereof for placing before ' the Com- 
mission. 

Encl : As above. 
Yours faithfully, 

Sd/- 
Dbecto,r o j  Inspection. 

Recommendation 
The Committee find that the amount involved in the utilisation 

certificates received in respect of disbursements upto the end of 
1970-71 which are yet to be checked by the Comm:ssion is Rs. 42 
crores according to the latest position given by the Ministry. The 
delay in checking the utilisation cert~ficates is due to discrepancies 
noticed in the year-wise disbursements as between the Ccmmission's 
and State Board's books of accounts. The plea that the inadequate 
staff strength of the Commission's internal Audit Wing has inhibited 
clearance of the back-log is not convincing. The Committee sug- 
gest that immediate steps should be taken to instil some control and 
discipline in the financial transactions of the Commission and also 
to bring the internal audit effective and uptodate. The procedure of 
internal audit could be reviewed and streamlined in consultation 
with the Comptroller and Auditor General of India. 

[S. No. 20 (Para 2.46) of 93rd Report of PAC-5th Lok Sabha] 

Action taken 

As against the total Utilisation Certificates af Rs. 278.27 crores 
(Rs. 196.85 crores from institutions and Rs. 81.42 crores from State  
Boards) received, Utilisation Certificates worth Rs. 236.63 crores 
(RE. 187.81 crores fro,m institutions and Rs. 49.02 crores from State. 
Boards) have been processed, leaving a balance of Rs. 41.44 crores 
(Rs. 9.04 crores from institutions and Rs. 32.40 crores from State 
Boards). It is, therefore, evident from the above that nearly 95 per 
cent of the Utilisation Certificates received peqtaining to the institu- 
tions, have been processed and there remains only about 5 per cent 



of the Utilisation Certificates recefved to be processed. But in the 
case of State Boards only to the extent of 80 per cent of the Utilisa- 
tion Certificates received have been processed. Yet about 40 per 
cent of the Utilisation Certificates received from State Boards are 
to be processed. 

The administrative machinery existing in the Commission's Office 
for processing the State Boards Utilisation Certificates is being 
strengthened to clear the back-log in processing the Utillsation Cer- 
tificates from the State Boards as expeditiously as practicable. 
Comptroller and Auditor General of India's Office had also been 
addressed regarding the finalisation of the procedure for checking, 
processing of State Boards Utilisa.tion Certificates vide letter No. IA/ 
UCIIISBI2OI3, dated 8th May, 1973 for which a reply is awaited. 

[Ministry of Industrial Development, O.M. No. 5(4) j73- 
K VI (IT), dated 7-2-1973]. 

Recommendation 

For funds disbursed upto 1967-68 by the Commission, refund1 
regularisation of a total amount of Rs. 416.80 lakhs was pending as 

. on 30th December, 1972. The Committee are perturbed to note that 
inspite of a Special Recovery Sect on constituted by the Commis- 
sion to recover the outstanding amounts, there are still pending 
cases pertaining to the yea,r 1960-61 and earlier years involving an 
amount of Rs. 190.52 lakhs. The Committee desire that the Corn- , 

miss'lon should take a serrous view on the pendency of such out- 
standing amounts and take effective steps lo clear them in time- 
bound programme. 

[S. No. 21 (Para 2.51) of 93rd Report of PAC-5th Lok Sabha] 

Action taken 

As against the total amount of Rs. 11137.11 lakhj: due for regu- 
larisation refunds upto 1967-68, Rs. 351.49 lakhs only is pending for 
regularisation! refund as on 31st July, 1973. Thus 75 per cent of 
the amounts have a,lready been cleared and 25 per cent only remains 
pcnding. This co,mprises of loan amount of Rs. 193.70 lakhs and 
grant amount of Rs. 157.89 lakhs. 

Administrative Machinery is being strengthened to clear off the 
back log in regularisation a,nd recoveries expeditiously. 

[Ministry of Industrial Development, O.hL No. 5 (4) 173- 
K V I  (11) , dated 7-2-1974]. 



The Commit* are dissatisfied that the accounts of 4 trading 
units transferred to other institutions and of 9 trading units closed 
have not yet been Analised although some of these units were trans- 
ferredlclosed more than a decade ago. The Committee desire that 
as indicated by the Secretary during evidence special drive should 
be launched to close the accounts of these units within three months. 
The Committee would like to informed about the progress made 
in this regard. 

[S. No. 22 (Para 2.58) of 93rd Report of PAC-5th Lok SabhaJ 

Action taken 

The matter regarding the findisation of accounts of closedltrans- 
ferred departmental units is receiving special attention. The con- 
cerned Industry/Prograrnme Directors have already been advised to 
take immediate action for finalistion of these accounts. A separate 
Cell has also been created in the Internal Audit Wing to co-ordinate 
this work. The recommendations of Public Accounts Committee 
have been communicated to the concerned heads of departmental 
units for ompliance under letter No. IAIGenl.!IIiPAC, dated 20th 
June, 1973 (copy enclosed). 

With the closure of these units the personnel attached to them 
were transferred or retrenched to save expenses on establishment 
snd as the services of these personnel are no longer available the 
process of clearance of accounts is unavoidably delayed. There are 
a large number of cases of sundry debtors in respect of which re- 
coveries have to be pursued. In fact there has been substantial 
clearance of various items since the dates of closure. The finalisa- 
tion of accounts of closedltransferred units is thus in progress. 

[Ministry of Industrial Development, O.M. No. 5 (4) 173- 
K VI (11) , dated 7-2-1974]. 

KHADI AND VILLAGE INDUSTRIES COMMISSION 

Irla Road, Vile Pare1 (West), Bombayr56 

No. IA I Gen 1 I1 / PAC (iii) Date: 20th June, 1973. 
To 

SUBJECT: Finalisation of the accounts of closed m i t .  Name of the 
closedl transferred unit 

Sir, 
This is in continua,tion of this Ofllce letter No. IAlGen.jII, dated 

27th December, 1972 urging you to take immediate necessary action 



so that the pending items in the accounts of closed trading units; 
under your control could be finally squared up. You were also re- 
quested to furnish this Office a monthly report indicating the prq. 
gress achieved in this regard. Comments given by the Public Ac- 
counts Committee in their 93rd report for not squaring up of the 
accounts of closed trading units are given below for your informa- 
tion and further immediate necessary action. 

"The Committee are dissatisfied that the accounts of 4 trading 
units transferred to other Instiutions and of 9 trading units closed 
have not yet been finalised although some of these units were trans- 
ferredlclosed more than a decade ago. The Committee desire that 
as indicated by the Secretary during evidence special drive should 
be launched to close the accounts of these units within three months. 
The Committee would like to be informed about the progress made 
in this regard". 

Yours faithfully, 
Sdl- 

Directov of Inspection. 
Recommendation 

The Committee are unhappy to find that in this csse loans and 
grants totalling Rs. 3.51 lakhs and Rs. 4.09 lakhs respectively ad- 
vmced to an institution were alleged to have been misappropriated 
by it. The Committee would like to know the outcome of the re- 
covery proceedings which are pending before the Board of Revenue, 
Lucknow. 

[S. No. 23 (Para 2.61) of 93rd Report cf PAC-5th Lok Sabha]. 
Action taken 

This is the case of Amar Bharati Chandrabani. Dehra Dun. The 
objection petition filed by the Housing Society in an appeal for set- 
ting aside the attachment of the property, v a s  heard on 11th Sep- 
tember, 1973 by the Board of Revenue U.P. Lucknow. Accordingly 
the case was ordered to be remanded to the A.D.M.(E) Dehra Dun 
for disposal according to law. 

ministry of Industrial Development. O.M. No. 5 (4) 173- 
K Vl(I1) , dated 7-2-1974]. 

Recommendation 

The Committee are disturbed tha.t out of 53 cases of theft and 
fraud pertaining to the period 1956-57 to 1966-67 action has been 
con1;leted only :n 8 cases. The Committee desire that the remaining 
cases sl ould be finalised expeditiously. 
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[S. No. 25 (Para 2.70) of 93rd Report of PAC-5th Lok Sabha], 

Action taken 
55 cases o~tsta~nding as on 15th November, 1970 relate to the 

period from 1st April, 1956 to 15th November, 1970 and not 1956-57 
to 1966-67. Out of these 55 cases financial involvement of 14 cases 
has been cleared. However, 6 cases have not been closed and have 
been kept opent even though the financial aspect has been cleared, 
for finalisation of police cases and repartmental action etc. Out of 
the remaining 41 cases, 29 cases involving a recovery of Rs. 0.82 
lakhs pertained to the period 1956-57 to 1966-67. 

The Commission a t  its meeting held on 39th August, 1973 noted 
that out of 55 cases, 11 are, such where all possible efforts to recover 
the amounts have been made by the commission and that there is . 
no possibility of any further recovery in these cases. The amounts 
involved are d s o  very small. As these losses relate to the Com- 
mission's trading units, the Commission in relation to these 11 cases 
(list enclosed) decided to charge the respective amounts of losses . 
to the concerned profit and loss account of the trading units for the 
year 1972-73 and close the cases. Accordingly necessary action has 
been taken. 

[Ministry of Industrial Development. O.hl. No. 5 (4) 173- 
K VI (11) , dated 7-2-1971]. 

Lisr nf r r  cases which h a x  beem treovcd us clorcJ 

Nam- of the Cmtre Amount 
involved 

I .  B'lirnv-~r.~.p.r\r it? & K ~ k i w d a  Production C m r e  (A.P.) 

2. J.:m?!rn~d-!g)c Prod~~ction C:ntre (A.P.) . . . .  
3.  Gwavredlipalam Pr.>duction Czntre (A.P.) . . . . . . 
4. Alwalpadt! Production C-ntrc (A.P.) . . . . . . . 
5 .  M > , l a l a r d m  Six Spindle. Khzdi Cmtre (A.P.) . . . . . 
6 .  Kdlevk~ltl  Aq'Jar Gzar Vi'hec.1 Shikshanalrq'~ (A.P.) . . . . 
7. Rcwa C~ntrol  Store (.V.P.) , . , . . . . . 
8 .  R?g'Lulethganj Sales D 2 p ~ t  c!wlc.r D.T.A , Cdcuttr. . . . . 
9. Khad~ Gram~dy.)g Bh~.v;n, N:n D:lhi . , , . . . 

10. K\-?i  G .  -.I ,!--~g Dh~van, H w r  h ,  C'lcu't~ . . . . . 
11. Khadi Gram r'iy,)g Bhavan? Cllcutta . . 

TOTAL . .  . 

Rs. 
39'09 ' 



The' Committee were given the details of 28 more csses pertain- 
ing to the period 196768 to 1971-72. Out of these cases 5 cases were 
investigated by the C.B.I., prosecutions of the officers concerned had 
been launched in 3 cases and departmental action was being taken 
in 2 cases. The Committee desire that departmental action wher- 
ever necessary should be takcm expeditiously. The possibility of 
taking action against one of the officers who has since retired may 
also be examined. The Committee would like to be informed about 
the outcome of the cases. 

[S. No. 26 (Para 2.71) of 93rd Report of P.A.C.--5th Lok Sabha] 

Action taken 

Out or the 28 rases stated to be pertaining to the period 196748 
to 1971-72, it m y  be stated that 1 1  cases actually stand included in 
the list of 55 cases referred to in the recommendation a t  S1. No. 25 
(Para No. 2.70) of 93rd Report of the remaining 17 cases, 3 cases 
have been closed. Necessary action is being taken to finalise the 
pendin,g 14 cases cxpcditioirslg 01 the 5 cases which were investi- 
gated by the CBI the present position is given belou7:- 

Caw N I .  {jfpers tns ir~\~olvrJ. Nature s ~ f  action trken 
Nn . 



C ,se No. of pcrsons inwlvcd Nature of action takc11 
No. 
-__I- - 4-- 

-- - 
(4) 3 (of whom onc person has retired) Nn dcpartment~ l action is takc n aguiht  

the peraon who has retired . Qcport- 
mental action i\ in pnjgre! s agalnst the 
other two pcrriuns. 

No action ks h e n  akcn in this parti- 
cular ca. e. It was s19ggested by the 
C.B.1, that the c,,mmi~siun,rnight t ~ k c  
akpropri~ted action for w~th-holdrng 
t c amount of gratuity if the rules 
upplicnblc to them permit slrch n 
course. The payment of gratutity 
bps accordi~gly beep withheld. 

.. - - . 
[Ministry of It~dustrial D>wTclopmcnt 0.h.l. No. 5 (.+)/73-K\rI(II) dated 7-2-1974] 

Recommendation 
The Committee note that at  present no departmental action can 

be taken under the Khadi and Village 1,ndustries Commission Rules 
against a delinquent official after his retirement. They hope that 
suitable modification to the rules will be made early so that  the  
Commission may have a hold on the retired officials. who are  guilty 
of indulging in misappropriations, fraudulent practices, etc. 

[S. No. 26 (Para 2.71) of 93rd Report of P.A.C.-5th Lok 
Sabha] 

Action taken 
As for the suitable modification of the rules giving adequate 

powers to the Commission to proceed against the retired officials 
who are guilty of indulging in mis-appropriations. fraudulent prac- 
tices ctc. necessary action has been initiated by the Commission to 
amend the Khadi and Village Industries Commission Employees 
(Conduct, Discipline and 'Appcal) Regulations with a view to Srinc 
them on par with the Central Civil Service. (Conduct) Rules 1964 
and Central Civil Services. (Classification. Control and Appeal) 
Rules. 1965. 

[blinistry of Industrial Development O.M. No. 5(4)/73-KVI(I1) 
t dated 7-2-1 9741 

Recommendation 
Thc Committee find that as on 31st December. 1972 an amount 

of Rs. 20.51 lakhs was outstanding to be recovered on account of 
overp:,17mrnt of rebates and subsidies. Thp Committee desire that 
special efforts should be made to recover the overpayments. 

[S. No. 28 (Para 2.77) of 93rd Report of PAC--5th Lok Sabha] 
Sabha] 



Ammuat of Rs. 20.61 lakhs was shown recoverable from Ule Insti- 
tuUoas as a result of spot audit of rebates and subsidy payments 
conducted by the Audit Parties of the Commiasioa. The procedure 
followed in this regard is briefly indicated hereunder: 

Rchrbs/suhiidy payments are made by the State Directors who 
are drawing and diskrr* of8cers. The claims are properly veri- 
fled w&h r e f e r e e  to ood chart, calculation: tdalling etc. as per the 
procedure laid down before the payments are made. If any over- 
claim is preferred i t  is detected at  the initial scrutiny and the same 
iy dissliowd and net amount only is paid. The Audit Parties are 
sent (&r tbe payments are made) to the i n s t i t u t h s  when the 
amounts are diaalloded on account of technical h w s  m h  as breach 
or Certification Committee Rules, Cancellation of Certificates, non- 
renewal of C&iAcates etc., which canavlt be termed as overpay- 
ments. In such cases, concerned institutiqm are repremtat ing for. 
reconsiderHtion of the amounts disallowed in audit. The Commis- 
sion has considered the question of recoveries of rebates and subsi- 
dies at its meeting held on 29th August, 1973. 

The rebates and subsidv claims being a recurring and endemic 
phenomenon the Commission decided that in future 95 per cent of 
each rebates and subsidy claim preferred bv the institutions should 
be paid and the nmaining 5 per cent can be paid after spd audit 
of the daims is made which could be completed within a period of 
not more than one year. 

All the State Directors of the Commission have been addressed 
ride letter No. IA/SPA/PAC/73-74 dated 13th June, 1973 (copy en- 
closed) to take adequate steps to recover the outstanding amounts 
expeditiously. 

[Ministry of Industrial Development O.M. No. 5t4)/73-KVT(I1) 
dated. 7-2-1974] 

Director of Inspecton. 
KHADTI AND VILLAGE INDUSTRIES COMMISSION 
"Gramodaya". lrla Road. Vile Parle (West), 

D.O. No. IAIWA1PACi 73-74 Dated 13-6-1973. 

SUB:-Recovery of overpayments urder Rebatelsubsidies 
reasons for non-recovery. . . . . . 

Dear Shrt 
It is wen from the quarterly report for the period ended---- 

that Rs. - - is outstanding for recovery under RebatelSubsidy. 



The Public Accounts Commdttee recommended that Special efforts 
should be made to recover the o ~ e r - ~ a ~ r n e n t s  under Rebate/Subi- 
dies as expeditiously as  posssble. 

I t  is, therefore, emphasised that immediate steps may please be 
taken to effect recoveries under Rebate/&hsidies wherever possi- 
ble. If the Institutions have ceased functioning and/or closed, all 
possible efforts should be made to prevail upon the ofacial of' the 
institutions by personal contact to refund the amount. When regu- 
lar routine efforts fail, and there are no other alternatives, but to 
initiate recovery proceedings, such cases may please be brought t o  
the nol:ce of this OfRce indicatng total amount for recovery. 

You are, therefore, requested to review the position and make 
special efforts for expeditious recovery. 

Yours sincerely, 

Shri . . . . . . . . . . . . 
Recommendation 

The Committee are surprised that the Madhya Pradesh Khadi 
and Village Industries Board diverted an amount of Rs. 6.04 lakhq 
of unspent balances of grants and loans received from the Commis- 
sion for development of Khadi and Village Industries for meeting 
its expenditure on establishment. This amount is still to be recov- 
ered from the State Board. The Committee desire that necessary 
steps should be taken by the Commission to ensure that funds given 
for deve1opmen.t of Khadi and Village Industry are not diverted 
for other purposes. 

[S. No. 29 (Para 2.80) of 93rd Report of PAC-5th Lok Sabha] 

Action taken 

The matter had been discussed with the Chief Minister of Madhya 
Pradesh on 20th June. 1972. During the discussion i t  had been 
agreed that the State Government might immediatelp look into this 
matter and sanction the grants so that the diversion might be set 
right. Subsequently the question was again dbcussed with the 
representatives of the State Board on 25th June. 1973 who have pro- 
mised to take expeditious steps in the matter. 

tii) The Government of Madhya Pradesh have expressed their 
willingness to pay the amount to the State Board to nullify the div- 



ersion of Rs. 6.04 lakhs. For this purpose the State Government 
has asked the State +ard to furnish certain details. The Board 
has been asked by the State Government to prepare its basic estab- 
lishment budget so that the , u p e d i t w e  thereof could be sanction- 
ed and included in the budget for the future to avoid diversions. 
The Bokd'is reported to be at it. 

[Ministry of Industrial Development O.M. No. 5(4)/73-KVI(I1) 
dated 7-2-1974] 



RECOMMENDATIONS/OBSERVATIONS WHICH TXE COMMIT- 
TEE DO NOI' DESIBE TO PURSUE IN VIEW OF REPLIES OF 

GOVERNMrn 
Recommendation 

The Committee would also like to 'know why no prosecution was 
launched in this case. 

[S. No. 24 (Para 2.62) ol 93rd Report of PAC-5th Lok Sabha] 

Action taken 

Regarding prosecution it may be stated that the Commission has 
first Aled a criminal complaint against the office bearers of the insti- 
tution for mismanagement and misappropriation of the Commission 
funds on 22nd June, 1964 with the Superictendent of Police, Dehra- 
dun. The Police authorities however, indicated that' the case was 
of civil nature and not of criminal nature. 

[Ministry of Industrial Development O.M. No. 5(4)/73-KVI(I1) 
dated 7-2-1974] 



RECOMMENDATSoNS/OBSlERVATlONS REPLIES TO m C H  
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

Recoinmendation 

The Committe consider it to be their duty to place on record 
their disappointment and dissatisfaction at the working of the Khadi 
and Village Industries Commission The Committee would not have 
ventured to do so had they not had this opportunity of studying its 
working in some detail. Their disappointment arises from the fact 
that the Commission's field of activities is of great importance to 
the country and its impact on the country's developmmt, in parti- 
cular in so far as it affects the weaker sections in rural India, had 
it functioned as it was expected to function. would have been very 
great indeed. As it is, such area as it has been able to cover during 
the past two decades of its existence (from 1953 to 1957, as  All 
India Khadi and Village Industries Board and from 1957 onwards 
as Khadi and Village Industries Commission) has benefited from its 
operations only marginally. The Committee's dissatisfaction arises 
from the fact that such benefits as have accrued have been far 
smaller than is colmmensur.ste with the funds placed at the dispo- 
sal of the Commission and with the enormous amount of goodwill, 
both official and non-official. that it enjoyed. As much as Rs. 289.93 
crores were placed at the disposal of the Commission during the 
period of its existence. And for this substantial amount, the Com- 
mission has disappointingly little to show by way of achievement. 

[S. No. 30 (Para 2.81) of 93rd Report of PAC-5th Lok Sabha] 

Action taken 

It  is true that Rs. 289.93 crores were placed at the disposal of the 
Commission from 1953-54 to 1971-72. With this amount a produc- 
tion of Rs. 1,160.51 crores was effected and wages of Rs. 353.45 
crores were distributed among the artisans spread throughout the 
country. Total annual production of Khadi and Village Industries 
products of Rf. 2.78 crores in 1953-54 was raised to an annual pro- 
duction of Rs. 121.39 crores in 1971-72. Besides thousands of arti- 
sans were trained in various processes of Village Industries and 



conducted research in improving equipments and processess in im- 
provipg the quality and quantity and reducing the cost of Khadi 
and Village Industries products. Commission also established 103 
working units in the must difficult terrains in the country such as 
Lahaul situated at 10,000 ft. above sea level (mean level), Spitti at 
12000 ft. height, Uttarkashi, Mandi Chamba Kinnaur, A g a W ,  
Bikaner, Portblair, Jagadalpur (Bastar). Kohima etc. which helped 
to  promote industrious habits and self confidence and boost the 
morale of the persons in the areas bordering with Pakistan, China 
etc. These activities undertaken by the Commission were promo- 
tional in nature. 

Khadi and Village Industries Commission is essentially a deve- 
lopment organisation. Its achievements have been indicated in the 
93rd Public Accounts Committee Report at pages 4 and 5. These 
can be summarised as under: 

( i )  considerable pioneering and promotional work in various 
fields; 

(ii) widening of coverage of villages from mere 25,000 in 
1953-54 to over one lakh villages in 70-71; 

(iii) creation of an institutional infraustructure in the form 
of State Boards, registered institutions and industrial co- 
operatives; 

(iv) considerable increase in production and employment in 
18 years; 

(v) improvement in quality of products; 
(vi) reduction of grant element in the programme; 
(vii) more financial discipline in the working; 
(viii) contribution to export promotion efforts. 

[Ministry of Industrial Development O.M. No. 5(4) 173-KVI (11) 
dated 5-3-1974] 

Recommendation 

A few figuress will illustrate these summary statements. Pro- 
duction of Khadi declined from 848.54 lakhs sq. metres in 1965-66 
to 567.37 lakhs sq. metres in 1970-71. Full-time employment dur- 
ing this period generated by the Commission amounted to no more 
than 117,000 in 1970-71. It stood at 182,000 in 1965-66. Similarly. 
part-time employment generated amounts to 824,000 less than 5alf 
of what it had succeeded in general in 1965-66, when it stood a t  
1,713,000. But the expenditure on administration, on pay and al- 



lowances and contingencies in, respect of the staff employed, admin- 
istrative, accounts and technical increased from Rs. 1.98 crores in 
1965-66 to Rs.' 2.63 crores in 1970-71. 

[S. No. 31 (Para 2.82) of 93rd Report of PAC-5th Lok 
Sabha] 

Action Taken 

As regards increase in Khadi Production effected by the Com- 
mission it may be stated that there was annual production of Khadi 
to the extent of Rs. 2.19 crores in the year 1953-54 which was in- 
creased to 25.85 crores in 1970-71. It  has already been explained 
in detail (in annexure) in reply to the recommendation (at S. No. 
2) that the entire cotton textile sector in the country including the 
mill sector has passed through a period of considerable strain dur- 
ing the period from 1968 to 1971. Measures taken by the Cornrnis- 
sion to check the fall in Khadi production have also been described 
therein. 

2. The expenditure on administration on pay and allowances and 
contingencies in respect of staff employed, administrative, accounts 
and technical in respect of Khadi in 1965-66 was Rs. 1.01 crores and 
not Rs. 1.98 crores as stated in the para. Similarly expenditure on 
administration on the above items for 1970-71 was Rs. 1.18 crores 
and not Rs. 2.63 crores as stated in the para. The expenditure shown 
in para on establishment is for 'both Khadi and Village Industrie;. 
However the comparison has been made ony in relation to Khadi 
production only. 

[Ministry of Industrial Development O.M. No. 5(4)/73-KVI(I1) 
dated 5-3-1974] 

Recommendation 

Looking at the working of the Commission from another angle, 
one finds that trading operations of the Commission resulted in an 
overall loss of Rs. 98.17 lakhs during the period 196546 to 1970-71. 
The Committee do not have an assessment of losses due to bad debts 
and irrecoverable loans. As on 31st March, 1971, amount due from 
sundry debtors amounted to Rs. 3.64 crores as against the entire 
working fund of Rs. 7 crores. Out of the loans advanced as on 31st 
March, 1970 to institutions and State Khadi Boards, the outstanding 
amount was as much as Rs. 74.01 crores. The amount of loans 
overdue for payment as on that same date. 31st March. 1970, was 
of the order of Rs. 14.19 crores. 

[S. No. 32 (Para 2.83) of 93rd Repbrt of PAC-5th Lok 
Sabha] 



The net loss arising out of the trading operations of the Com- 
mission for the period from 1965-66 to 1970-71 was Rs. 32.17 lakhs 
and not Rs. 98.17 lakhs as already explained in reply to the recorn- 
mendation at 8. No. 11. The total I)et loss of the trading operations 
of the Commission from 195354 to 1971-72 was Rs. 32.22 lakhs only. 

2. The steps taken for improving the position of Sundry Debtors 
has already been indicated in reply to recommendation at S. No. 13. 

3. As regards position of overdues, action taken to improve the 
yosttion has already been stated in reply to recommendations at 
S. No. 14. 

[Ministry of Industrial Development O.M. No. 5(4)/73-KVI(I1) 
dated 5-3-1974] 

Recommendation 

These figures are given illustratively. Many more can be given, 
but the Committee feel that these should suffice to indicate without 
a shadow of doubt that the Commission has not been functioning 
in an effective and businesslike manner almost throughout its exist- 
ence. The Government itself thwght it necessary to look into the 
working of the Commission and appointed a competent committee 
to go into its working. That committee-presided over by Shri Asoka 
Mehta reported in 1%8. Out of the 57 recommendations made by 
that committee, 41 have been accepted in principle and only 7 have 
so far been implemented. Of the remaining 16 recommendations, 
one has been definitely not been accepted. A decision on the other 
15 is still pending. Why Government should have been so dilatory 
in studying the report of the Asoka Mehta Committee and giving 
effect ta several of its recommendations as were acceptable to it, 
is' not easy to understand. For, it is certain that during the past 
5 years since the Asoka Mehta Committee reported, the working 
of the Commission cannot be said to have shown any marked im- 
provement. Many of the recommendations of the Asoka Mehta 
Committee are almost certainly likely to be out of date by now and 
Government would be well-advised to take a realistic view of the 
facts which are already with them and having regard to the fact 
that the objectives of the Commiaaion for the achievement of which 
the Commission was established. aye sound, so reconstitute the Com- 
missi~n that it has on it a Finance Member preferably drawn from 
the Indian Audit and Accounts Service. The Finance Member's 
concurrence will be necessary in all matters with financial implica- 



tions, provided however, that there the Chairman disagrees, he 
shall have the right to overrule his Finance Member for reasons 
to be recorded in writing. To clear up the existing Augean stables, 
a special cell should be created under the Finance Member. The 
obapt  of thhllQ suggestions is two-fold; the COfnmissioa shouid be 
enabled to Ezlnction at as early a date as possible without being 
saddled with the burden of the sins of the Commission and omis- 
sion of the existing Khadi and Village Industries Commission dur- 
ing the past several years, and when relieved of the old burden i t  
should be capable of functioning under proper financial discipline. 

[S. No. 33 (Para 2M) of 93rd Report of PAC--5th Lodr 
Sabixa] 

Action taken 

As indicated in reply to the recommendation at S. No. 1 of the 
Report, out of 57 recommendations of the Khadi and Village Indus- 
tries Committee (Asoka Mehta Committee) decisions on 15 recom- 
mendations are still pending due to various reasons. These recom- 
mendations relate to the 'structural changes recommended by the 
Committee on the set up of the Khadi and Village Industries Com- 
mission e t ~ .  The recommendations of the Public Accounts Com- 
mittee to "so reconstitute the Commission that i t  has on it a Finance 
Member preferably drawn from the TA&AS" will also be taken into 
consideration by Government before a final decision is taken on the 
structural changes in the set up of the Khadi and Village Industries 
Commission. However, it may be stated that there is already a 
Financial Adviser to the Commission, appointed by the Government. 
he is drawn from the IA&AS and has the necessary financial powers 
as provided in the Khadi and Village Industries Commission Rules. 
The status of the Financial Adviser has recently been raised and 
his grade of salary is now equivalent to that of a Joint Secretary 
ti3 the Government of India. 

[Ministry of Industrial Development O.M. No. 5 (4) 173-PAC 
dated 5-3-1974] 



CHAPTER V 

HECOMMENDATIONS/OBSERVATIONS IN RESPECT OF 
WHICH GOVERNMENT HAVE FUFWtISIBD INTERIM 

REPLIES 

Recommendation 
The Khadi and Village Industries Commission was set up on 1st 

April, 1957 under the Khadi and Village Industries Commission 
Act, '1956, replacing the All India Khadi and Village Industries 
Board set up in 1953 by a regulation. The basis objective of the 
Commission is to extend work opportunities and to raise standard 
of living of the artisans by enabling them to earn more. The Com- 
mission have been provided with financial assistance by Govern- 
ment in the form of loans, grants and subsidies. The total amount 
of funds made available to the Commission upto the end of the 
Fourth Plan period came to Rs. 289.93 crores. The working of the 
Commission was reviewed by the Khadi and Village Lndustries 
Committee (Asoka Mehta Committee) set up in June 1966, which 
submitted a report in February, 1968. The Committee have suggest- 
ed reblacement of the Commission by a Rural Industries Commis- 
sion to promote the development of cottage and small scale indus- 
tries in the rural areas. The Committee have been informed that 
this recommendation has not been accepted by the Ministry of In- 
dustrial Development. Out of 57 recommendations made by the 
Asoka Mehta Committee 41 have been accepted in principle and 
only 7 have so far been implemented. Out of the remaining 16 re- 
commendations one has not been accepted and the decision on the 
15 is still pending. The Committee are astonished that although 
more than 5 years have elapsed. Government have not yet found 
it possible to take a decision on all the recommendations of the 
Asoka Mehta Committee. The Committee desire that early action 
shollld be taken to examine the remaining recommendations of 
that Committee and to implement those which are accepted. 

[S. No. 1 (Para 1.12) of 93rd Report of PAC-5th Lok 
Sabha] 

Action taken 

Out of 57 recommendations of the Khadi and Village Industries 
Committee (Asoka Mehta Committee) 41 have been accepted in 



prhkciple, me has not been accepted and decisions of the Govern- 
ment for .the remaining 15 recommendations are still pending due 
to various reasons. I t  may be clarified that the recommendations 
on which the decisions are pending relate to the structural changes 
recornhiended by the Committee w the set up of the Khadi and 
Village Industries Commission and the State Boards etc. including 
the suggestion regarding the transformation of the existing Khadi 
and Village Industries Commission in to a Rural Industrial Com- 
mission to promote the development of cottage and small industries 
in the rural areas. Out of the 41 recommendations which have been 
accepted by Government, 21 have so far been implemented and the 
remaining accepted recommendations are in the various stages of 
implementation. EYiForts are being made to arrive at an agreed 
decision with regard to the recomn~endations which are pending. 

[Ministry of Industrial Development O.M. No. 5 (4) 173-KV (11) 
dated 5-3-1974] 

Recommendation 

The Committee feel concerned that although one of the major 
objectives of the Commission is to provide employment in the rural 
areas, there has been gradual decline in employment in khadi in- 
dustry. The employment came down from 18.95 lakhs in 1965-66 
to 8.42 lakhs in 1970-71. While full-time employment during this 
period came down from 1.82 lakhs in 1965-66 to 1.17 lakhs in 1970-71, 
the part-time employment came down from 17.13 lakhs in 1965-66 
to 8.24 lakhs in 1970-71. This fall in emplovment is a direct- result 
of the fall in productior of khadi which came down from 848.54 
lakhs sq. metres in 1966-66 to 567.37 lakhs sq. metres in 1970-71. 
Another unsatisfactor~ feature in Khadi industry is that the aver- 
age wage of the workers is very low ranging from Rs. 1.w to 
Rs. 3.00. In view of all this the Committee suggest that a com- 
prehensive study of the position regarding khadi industry should 
be undertaken forthwith with a view to taking steps to sustain it 
and make it attractive to the workers. 

[ S .  No. 3 (Para 1.17) of 93rd Report of P.A.C.-5th Lok 
Sabha] 

Action taken 

As a result of certain measures taken by the Commission Pro- 
duction and Sales have improved in 1971-72 as  fol1ours:-- 

( i )  Compared tr, 1970-71. the production of woollen and silk 
khndi in term6 of quantity and \~nl~tc  hns increased. 



(ii) In the case d cottan W, the el& production bu 
slightly decreased (9 per cent) end the yarn production 
has increased by about 23 per cent composed to p r e h u 8  

- year. 

(iii) Employment to cotton, woollen and silk, both full-time 
and part-time has increased in ,1971-72 compared to 1970-71 
(by about 2 per cent). 

(iv) Sales of khadi have increased by 13 per cent in 1971-72 
compared to previous year. , 

(v) The proportion of New Model Charkha yarn, better in 
quality compared to traditional yarn is fast increasing. 
Its proportion to total cotton yarn production was 19 
per cent in 1971-72 compared to about 10 per cent in 
1970-71. 

'From the above i t  w o u  be seen that the signs of favourable 
trend are clearly discernible although it mav take some more time 
to remwr the lost ground. As regards the level of wages obtain- 
ing in khadi. the position is not so dismal for the following reasons:- 

(i) According to the official estimate nearly 40 per cent popu- 
lation in 1W1-72 was below povertv line i.e. earning kss 
thhn Rs. 27.00 per month, pt capita in rural areas. In 
this context. the wage level of Rs. 1.50 to Rs. 3.00 does 
not appear to be very low. 

(ii) A recent Socio-economic study of New Model Charkha 
Spinners has revealed that a considerably large proportion 
of spinners on new model charkha are from poorer strata 
of rural society including landless workers. 

(iii) Khadi and Village Industries Committee (Asoka Mehta) 
in 1968 recommended that the desirable level of wages 
for Khadi and Village Industries should be at least equal 
to off season agricultural wages vide Recanmendation. 
No. 21 (Para 4.20). The wage level of Rs. 1.50 to 3.00 
per day per capita meets this requirement. Khadi and 
Village Industries Commission is striving hard to im- 
prove this level of wages by introduction of improved 
tools and techniques of production. National Committee 
for Science and Technology has recently constituted a 
panel for khadi to formulate technology plan for khadi. 
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FeaeiMlit3. of underta)r;in# a comprehensive study of Khadi In- 

dustry as su-ted try the Public Accounts Committee is under 
consideration. 

[Ministry of Industrial Development 0.M. No. 5(4) 173-KVI (11) 
dated 21-1-1974] 

NEW DELHI; 
April 27, 1974. 

. - . - - -. -- 
Vni~drkha 7, 1896 (s). 

JY OTlRMOY BOSU. 
Chainnun, 

Public Accounts Committee. 



APPENDIX 

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS 
- -  - - - - --- -- - - -- 

S. Para No. Ministry1 
So .  of Report Deptt. Conclusions I Recommendations 

concerned 
- - - - - 

1 2 3 4 
- - --- - -- - - - -- 

1.4 Min. of The Committee hope that final replies in regard to the recom- 
Industrial mendations/observations to which interim replies have been fur- 

nished will he submitted to them expeditiously after getting them 
vetted by Audit. 

1.8 do. The Committee very much regret that the position regarding 
procurement of utilisation certificates has not shown much improve- 
ment. In respect of loans and grants disbursed upto -1W0-71, utili- 
satlon certificates were outstanding for an amount of Rs. 18.05 crores 
as on 31st March, 1973. The Committee desire that vigorous efforts 
should be made to obtain all outstanding utilisation certificates. 
Particularly, those pertaining to the period prior to 1963-64 have 
got to be obtained at once, or they might just be unavailable. 

do. The Committee are disappointed that the position regarding pro- 
cessing oi utilisation certificates received from the State Boards is 
still very unsatisfactory as 40 per cent of the utilisation certificates 
are yet to be processed. The Committe  would like the Commis- 
sion to complete the processing of the remaining certificates expe- 
ditiously. 



do. The Committee are dissatisfied with the slow progress in tho 
disposal of cases of losses caused by thefts. Out of 72 cases pet- 
taining to the period 195657 to 1971-72, 11 cases have been closed, 
11 cases are such where all possible efforts to recover the amount 
have failed, and three cases are pending for triaL The Cormnittee 
desire that necessary action should be taken to fimlise the remain- 
ing 47 cases expeditiously, as'with the lapse of time there would 
be risk of no?-recovery of the amounts and also difficulty in taking 
action against the persons concerned. 

do. The Committee had drawn attention to some unsatisfactory 
features k s e d  on the figures made available to them regarding the 
decline in production of Khadi, fall in employment, increase in ad- 
ministrativp expenditure, accumulated trading losses, huge amounts - 
of 'sundry dchtors', outstanding and overdue loans, etc. 7'hu Corn- y: 

mittee h ~ d  rxprmsed their disappointment and dicsatisfaction at 
the workiqq o' the Commission. especially because th? benefits U.ritt 
had acrrlicd were not commensurate with the huge amount 
(Rs. 289 91 rrorcs) placed at  the disposal of the Commission _by 
G o v e m c n t .  . w .. 

, . 
do $he Committee had referred tw the delay W taking action &I 

implementing the recomme:ldatlonc of the A s o k ~  Mehta Committee 
which reported as long ago as in 1968. The Committee had sug- 
qes t~d  reconstitution of the Commission with a Finance ~ e m b k r  o; 
i t  and creation of 2 cell under him tn liqmdate old' Ease3 of .  wt- 
standing loans. etc .  but no steps in 'that regard have bee? taken so 
tar This is regrettable It is important that there should be on --- - - -- - -- p-- -&- 



the Commission at least one member who will be charged with the 
task of directing financial matters. 

fhp position e@jned in. the Ministry's replies, the cspt- 
mi&& See no reason whatsoever to deviate from the views ercp@ 
ed by then earlier. The Committee desire that an early decisi* 
should be taken on the pending recommendations of the Asoka 
Mehta Committee, as also their own rec~mmendation regarding the 
appointment of a Finance Member on the Commission. The Com- . 
mittee expect that there would soon be tangible improvements in 
the working of the Commission and would like a report on what is 

OI being done without delay. Q 




