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INTRODUCTION 
I, the Chairman of the Public Accounts Committee, do present on 

Oheir behalf, this Forty-ninth Report on the Audit Report on the 
.Accounts of the Khadi and Village Industries Commission for the 
year 1963-64. 

2. The Audit Report was laid on the Table of the House on the 
31st August, 1965. The Committee examined the Audit Report at  
their sittings held on the 5th (afternoon), 7th (tbrenoon and after- 
noon) and 8th February (afternoon), 1966. A brief record of the 
proceedings of each has been maintained and forms part of the 
Report (Part II) * 

3. The Committee considered and fhalised the Report at their 
sitting held on the 5th April, 1966. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to the Report. 
(Appendix XLVII). For facility of reference these have been 
printed in thick type in the body of the Report. 

5. The Committee place on record their appreciation of the assis 
tance rendered to them in their examination of these accounts by 
the Comptroller and Auditor General of India. 

They would also like to express their thanks to the o5cers of the 
'Ministry/Department concerned and the Chairman and representa- 
tives of the Khadi and Village Industries Cornmjssion for the co- 
operation extended by them in giving information to the Committee 
during the course of evidence. 

NEW DELHI; 
April 7, 1966. 
@iaittT i7 ; - i8i  -(Saka). ' 

R. R. MORARICA, 
Chinnrm, 

Public Accounts Committee. 

-- .- - -- . - - -  --- - -- -- ------.--.- - 
.Not printed. One cyclostyied copy laid on the Table of the House and 

*e copies placcd in Parliament Library. 



MINI[S'ZRY OF. COM-E 

KHADI AND VILLAGE INDUSTRIES COMMISSION 

The importance of khadi and village industries in the country's 
rural economy has been recognised by the Govt. ever since inde- 
pendence. The Five Year Plans have laid emphasis on the prom* 
tion and development of rural industries which utilise local raw 
materials and resources, as also provide additional employment and 
opportunities of supplementing their earnings (to the rural popula- 
tion). The Planning Commission in their First Five Year Plan 
observed that "while organisation in the village provides the base, 
the development of village industries requires drive and direction 
from the Central and Skate Governments. The primary responsi- 
bility for carrying out programmes for village industries rests with 
State Governments, but in many aspects the framework within 
which they can execute programmes for individual village industries 
is set by the policies followed by the Central Government. In the 
Central Government, there is, therefore, need for an organisation 
which will give close attention to the problems of village industries 
and help to create favourable conditions for action by State Gov- 
ernments, constructive organisations and village cosperatives. In 
view of the growing importance of the problem of employment, the 
Central Government must now give the same attention to village 
and small scale industries as it has undertaken. in view of the short- 
age of food and raw materials, to give to agriculture". 

1.2. An independent organisation known as the All India Spin- 
ners Association which was created in the early twenties along with 
j ts sister institution. the All India Village Industries Association 
Wed to implement Gandhiji's ideas of rural economic revival during 
his life time. "These two sister institutions gave to the country not 
only the experience but the organisational and technical personnel 
which were of use to it later in spreading khadi and village indus- 
Ma movement in over a hundred-thousand villages!' 

1.3. Accepting the recommendation of the Planning Commission 
the Govt. of India set up the All India Khadi and Village Industries 
Board in January, 19s by a resolution. In this resolution the func- 



tions of the Board were defined as "preparing and organising pro- 
grammes for the production and development of khadi and village 
industries, including training of personnel and supply of equipment, 
supply of raw materials, carrying of research and study of the 
economic problems of different village industries." The Board was 
to "function as a clearing house of information and experience 
relating to these industries" and to "work in close co-operation with 
the State Governments and the All India Spinners Association". 
In three or four years it was realised that the Board which w8s 
advisory and had limited financial and other powers was handicap- 
ped by the procedural requirements of the government machinery. 
This led to delays in the sanctioning of funds and their utilisation. 
On representations made by the Board in this =gad, the Govt. of 
India decided in 1956 to set up a statutory commission. The Khadi 
and Village Industries Commission was accordingly set up  on 1st ' 

April, 1957 under the Khadi and Village Industries Commission Act, 
1956. The functions of the Commission as laid down in section 15 
of the Act are generally to "plan, organise and implement pr+ 
gramrnes for the development of khadi and village industries" and 
in particular: 

"(a) to plan and organise the training of persons engaged in 
the production of Khadi and Village Industries; 

(b) to build up a reserve of raw material and implements and 
to supply them to persons engaged in the production of 
Khadi or Village Industries at such economical rates as 
may be suitable in the opinion of the Commission; 

(c) to provide for the sale and marketing of Khadi or of pro- 
ducts of Village Industries; 

(d) to encourage and promote research in the technique of 
production of Khadi or in the development of village 
industries or to provide facilities for a study of the pro- 
blems relating to Khadi or Village Industries; 

(e) to maintain or assist in the maintenance of institutions 
for the development of Khadi or Village Industries; 

(f) to undertake, assist or encourage the production of Khadi 
or the development of Village Industries; 

(g) to promote and encourage cooperative efforts among 
manufacturers of Khadi and persons engaged in Village 
fndulrtrles; 



(h) for ensuring the genuineness of, and for granting ceiti- 
ffcates to producers of, or dealers in, Khadi or the pro- 
ducts of any Village Industry; 

(i) to cany out any other matter which may be prescrikd." 

1.4. The various schemes of Khadi and Village Industries pro- 
,Gammes are executed by the Commission mainly through registered 
institutions (registered under the Societies Registration Act, 1860 or 
any other law for the time being in force in any State), cooperative 
.societies and statutory State Boards constituted under the Acts of 
the State Legislatures. Some schemes are also executed directly by 
the Commiss:on. There are over 1000 registered institutions, 15 
State Boards and about 17,000 cooperative societies through which 
the Commission operates. 

1.5. For executing the schemes, the Commission advances loans 
,and grants to the State Boards and the institutions/cooperative 
.societies subject to the prescribed terms and conditions and loan 
rules. The statutory State Boards further advance these loans and 
grants to the institutions and cooperative societies which actually 
execute the programmes, except for the schemes directIy executed 
,by the State Boards. The quantum of assistance in the form of 
loans and grants is determined according to the patterns of assis- 
tance prescribed for each industry and scheme. 

1.6. Some of the programmes are executed by theestate Boards 
direct, but by and large the State Boards in turn disburse loans and 
grants to cooperative societies and institutions for the purpose of 
implementing the programme. The terms and conditions of the 
loans ta the State Boards are provided in the Commission's loan 
rules. The loans and grants advanced bv the State Boards to the 
institutions/Cooperative societies are also subject to the terms and 
conditions prescribed by the Commission with the approval of the 
Govt. of India. 

1.7. Substantial financial assistance is also granted by State 
Govts. to the State Khadi and Village Industries Boards constituted 
in every State under the State Acts. These State Boards are sub.. 
ject to the control of the State Legislatures as well as the State 
Govts. The Committee understand that there is a provision in some 
of the State Board Acts for the accounts of these Boards to be sub- 
mitted to the State Legislatures. This is however not a uniform 
practice and the Commission has therefore suggested the adoption 
ol this practice to those State Govts. where it does not exist. The 
members of the State Boards are nominated by the State Govern- 



ments. ETeTe again no uniform principle is followed in  such nomi- 
nation. 

1.8. Then the Commission also gives financial assistance in thea 
form of loans and grants directly to the institutions/cooperatives 
according to the loan rules and on terms and conditions as in the 
case of State Board. The policy of the Commission has been to 
gradually finance such institutions and co-operative societies through 
the S a t e  Boards. &cording to the Working Group on Khadi & 
Village Industries the registered institutions which are directly 
assisted by the Commission are mostly engaged in the production 
of Khadi and the State Boards have not made any appreciable pro- 
gress in the implementation of the khadi programme. On the other 
hand, the bulk of the village industries programme is executed by 
the State Boards either directly or through institutions and co- 
operative societies assisted by them. 

1.9. In  order to understand the total financial investment in the. 
Khadi and Village Industries schemes, the Committee had desired 
to  know the total loans, grants. subsidies etc. given by the Govern- 
ment of India to the Khadi and Village' Industries B ~ a r d  and later 
on to the Khadi and Village Industries Commission SQ far. They 
also desired to know the grants/loans etc. paid by the various State 
Govts. to their respective State Boards. From the information fur- 
nished the Committee find that the Govt. of India have 70 f a r  ~d7l.n- 
ced to the w a d i  and Village Industries Board/Commiss;on loans/ 
grants etc. amounting to Rs. 173.09 crores as detailed in Ap~end ix  
IA. 

1.10. From this statement, it will be seen that the figures of grant, 
subsidy and loans given the Government of India to Khadi & 
Village Industries Commission (and the former Khadi & Village 
Industries Board) are as under: 

K h d  i Village Total 
Tndustri 

Grants 71.24 20  4r  91.65 

Subsidy 9.57 2.83 12.40 

b a n  51.27 17 .83 69 04 - ---. . -.--- 
TOTAL : 132.02 41,7 r73.09 

1.11. They dm And that the total Anancia1 assistance rendered by 
State Governments to the respective State Khadi and Village Indust- 



ri& Boards upto 1964-65 amounts to Rs. 10.33 mores as shown in 
Appendix IB. Therefore, the Anancial assistance given by the Cea- 
tral and State Governments to the Cornmimion and the State Boards 
so far total up to Rs. 193.33 crores. 

1.12. The Khadi and Village Industries Commission has grown 
up to huge proportions employing LLhn of people and it has receiv- 
ed grants and loans from public funds which have already amounted 
to Rs. 173.09 crores. Khadi, if it has to serve its purpose in wider 
context, should continue to be the symbol of purity, integrity, 
simplicity and economy with which selfless workers and patriots have 
been associated. Therefore, while developing and promoting Khadi 
it should be the main objective of the Commission to see that the 
public image is not tarnished and these attributes do not suffer any 
diminution. 

1.13. In keeping this objective in view, the Khadi & Village Indus- 
tries Commission, more than any other organisation, must ensure a 
proper system of accounting and audit, a better financial discipline 
and stricter control and supervision over its affairs. From the facts 
placed before the Committee. they cannot but come to the conclusion 
that the financial affairs of the Commission inchding those of the 
State Boards leave much to be desired. In this connection the Com- 
mittee wnuld Like to point out that the Commission had not till 
1963-64 prepared a consolidated profit and loss account and a balance 
sheet (vide para 46 of 38th Report of P.A.C., 1964-65). The Com- 
mission had prepared for all these years only Receipt and Payments 
Acenunts which did not give a clear idea of the financial position of 
the Commission. The Committee cannot but emphasise the need for 
maintaining the consolidated profit and loss accounts nnd balanco 
sheet by an organisation which has invested huge public funds in 
its trading activities. 

1.14. The Committee had sent a questionnaire arising from the 
Audit Report on the accounts of the Khadi and Village Industries 
Commission for the year 1963-64 for written replies from the Depart- 
ment of Social Security (now being dealt with by Ministry of Com- 
merce) so that their examination of the Audit Report and various 
points arising therefrom could be exhaustive and fruitful. The list 
of questions and the written replies given thereto are appended to 
this Report (Appendices Nos. I-XXV) . 



1.15. Explaining the nature of financial control exercised by the 
Commission, it has been stated in the note furnished that: 

(a) the accounts of the State Boards are subject to audit by 
the respective Accountant General. In recent years, the 
procedure of conducting the study of the working of the 
various State Boards has also been introduced; 

(b) the accounts of institutions, cooperative societies directly 
aided by the Commission are audited by the internal audit 
wing of the Commission for the purposes of obtaining the 
utilisation certificates to see that the funds provided have 
been utilised for the specific purposes for which they have 
been sanctioned. In addition, the accounts of these insti- 
tutions and cooperative societies are audited by Chartered 
Accountants and the auditors of Cooperative Department 
of the respective State Governments; 

(c) the accounts of certain trading activities directly run by 
. the Commission are also subject to audit by the internal 

audit wing of the Commission; 

(d) the Commission obtains confirmation of loan balances from 
the various State Boards and directly aided institutions/ 
cooperative societies annually; 

(e) the Commission has also prescribed periodical returns to 
be submitted by the implementing agencies which give a 
comprehensive picture about the progress of various 
schemes and achievements in terms of production as well 
as employment etc. 

B. Financial Assistance by Government 

1.16. The Committee had desired to know whether it was envis- 
aged at any stage that Khadi industry would be able to stand on its 
own legs in course of time or whether it had been accepted that 
Khadi industry would always need financial assistance from Govern- 
ment in increasing amounts. Explaining the position, it has been 
stated that the programme for the development of Khadi was accept- 
ed because of its social and economic significance. That was the 
consideration that weighed with the Planning Commission in includ- 
ing the development of Khadi and other village industries as an in- 
tegral part of the series of the Five Year Plans, employment being 
Qne of the basic objectives of all the Plans. 

1.17. In tbe strict commercial sense it has been stated that 
Khadi hpu never been conceived to be a self-supporting industry. It 



cannot compete with the large-scale mechanised sector. This indus- 
try 1s spread far and wide in the rural parts, which has necessarily to 
shoulder some overheads by way of transport of raw materials and 
finished products. Considering therefore the present gap in the cost 
of Khadi and mill cloth, it may not be possible to eliminate com- 
pletely the price differential altogether so as to make the industry 
self-sufficient. The Committee have also been informed that steps 
are being taken to create a situation favourable for the reduction in  
subsidy. These include reservation of spheres, adoption of improved 
technology in spinning, weaving and other ancillary processes of pro- 
duction. As a result thereof the earning capacity of the artisans is 
stated to be increasing. 

1.18. The Public Accounts Committee, 1964-65, in para 46 of their 
38th Report had made certain suggestions regarding resenration of 
spheres of production. On this subject, the Chairman of the Com- 
mission had written a letter to the late Prime Minister on 31st May, 
1965 to the effect that certain State policies had crossgrained the pro-. 
gramme and the expected development of the programme has suffer- 
ed a recession. The Khadi and Village Industries Commission's sug- 
gestion was stated to be under consideration of the Planning Com- 
mission. 

1.19. In paras 13-14 of Chapter I1 of the Report of the Khadi 
Evaluation Committee, it has been stated: 

"13. Only by revismg the entire economic life of the village, 
in the words of Mahatma Gandhi, 'can our (Khadi) work 
become permanent. If we merely go on sending to  Bom- 
bay the Khadi produced in the villages, the object can 
never be accomplished, however high a wage we may pay 
to the village spinners.' 'To-day', he stated, 'our r n a h  
concern should be to lay the foundation for this (IZhadi) 
work as deep as  possible and not merely be satisfied with, 
production of Khrrdi and sale of Khadi itself.' 'In case w e  
do not do it', he very emphatically pointed out, 'we shall 
be betraying ourselves and the world'. 

14. The need for a new approach, based upon fundamental 
changes in the whole economy as a necessary condition for 
fruitful Khadi work, could not have been more clearly o r  
emphatically stated. Taking this point as the cardind 
point, he again emphasised the need for (i) self-sufficien- 
cy; (ii) decentralisatfon of production and consumption; 
(iii) self-reliance; (iv) close personal contact of the work- 
ers with artisans and villagem and mutual conflden-; 



(v) cultivation of cotton in every village; (vi) production 
of Khadi without any subsidy from Government, and its 
sale in local markets and to the people in the villages; 
(vii) Government assistance to be confined to education, 
technical research and technical guidance; (viii) formation 
of cooperative societies as units of poduction and sales of 
Khadi; and (ix) sale of Khadi outside the neighbourhood 
or State, i.e., in distant markets, only in consultation with 
the Central Office." 

1.20. Gandhiji also stated: 

"What I gave to the people was money but pot the real subst- 
ance-self-reliance. I gave them money in the form of 
wages and assured them that it contained Swaraj. People 
took me at my word and believed me and continue to be- 
lieve me. But I have now my own n~isgivings as to how 
far such Khadi can lead to Swaraj. I am afraid that Khadi 
has no future, if we continue it as today. 

"The task of making the Charkha, which for centuries had 
been a symbol of poverty, helplessness, injustice and forc- 
ed labour, the symbol now of mighty non-violent strength 
of the new social order and of the new economy, has fallen 
on our shoulders. We have to change history. And I 
want to do it through you". 

1.21. Attention was invited to what Gandhiji said in "Khadi- 
Why and How", namely: 

"Gandhiji's reply was that they should not ask for subsidy but 
ask the Government to help in supplying cotton, the 
necessary implements and the services of teachers and 
e v r t s . "  

1.22. The Committee drew the attention of the witness to para- 
'graph 14, page &Phase TV-1944-53 orF the Report of the Khadi 
Evaluation Committee and desired to know as to how far the sug- 
gestions for a new approach based upon fundamental changes in the 
whole economy as a necessary condition for fruitful khadi work, 

*referred to therein, were considered in  adopting the pattern of finan- 
&a1 help to different institutions. Explaining the broad policy, the 
Chairman, Khadi and Village Industries Commission stated that the 
Commission was governed by the legislation which had created that 
body. The legislation had cast on the Commission, the respond- 

velop khadi and village industries. It was admitted that 



t h e  Commission had not yet been able to prepare a programme f o r  
establishing "this non-violent, self-sufficient economy" but the w i t  
ness thought that "the Commission had its own limitations in this 
respect and it has to confine itself to the object before it." The 
witness further added that no single Cornrnlssion could be an ade- 
quate instrument for bringing about a revolutionary change in the 
social order that Gandhiji had conceived "While, he (Gandhiji) 
ernphasised the self-reliance aspect, he did not deprecate the aspect 
of khadi serving as, to put it .at the lowest, a relief measure". He 
added, "in my opinion the Khadi and Village Industries have to-day 
a potential of supplementing the economy of the rural areas". Ex- 
plaining further, the Chairman, Khadi and Village Industries Com- 
mission stated that the Khadi and Village Industries had served two 
purposes. With all its faults and limitations there was one organi- 
sation in the country, which had some kind of roots in the villages. 
This organisation with the help of the Government had been able to 
create a leadership and in "twenty-five or thirty thousand villages 
it is doing some kind of intensive work." Secondly, with the he12 
of Government, it has been possible for the organisation to give 
supplementary occupation to a little more than two million people. 
I t  has to be seen whether it was not "a significant contribution to the 
living incomes of that strata of society in which this work is being 
carried on, where in addition to Rs.100 or Rs. 120, the peo?le get 
thirty, thirty-five, forty, forty-five or sixty or hundred rupees." 
Thirdly, there was a body for the Government to utilise at any time 
for "expanding the decentralised sector treating the Commission as 
the basis of rural industrialisation". Lastly, there was something 
in the country, which might not fu l f i l  the yardstick of Mahatma 
Gandhi, but the potential was there. 

1.23. He concluded by saying that "in actual practice as well as 
potentially this is the contribution of Parliament of the country to 
an area which is the most diffirult area to begin w$h. . . . . -Today it 
may be very costly production, but the contribution of this organi- 
satfon is Rs. 80 mores worth of goods every year." 

1.24. In reply to a question, a s  regards achievement of the Com- 
mission on the basis of the capital employed and wages paid. the 
witness stated that if the conditions were ideal all over the country, 
then ideal results could be expected from the Commission. If the 
conditions were less than ideal "then to put the onus on the Commis- 
sion alone would not be realistic" he added. The witness further 
stated that if the Aeld condition assured Rs. 200 per annurn, very 
few people would turn to Khadi industry. There must be some kind 
of Wmce between the demand in the other sectors and this sector. 



The witness added that "the social need for supplementary occup-- 
tion is indisputable in my opinion". 

1.25. The Committee desired to know, if the same facilities were 
given to other sectors, like handloon, as were given to Khadi, whe- 
ther it would not create more and better employment. The Chair- 
man, Khadi and Village Industries Commission stated "Even when 
we introduced the ambar charkha, the pressure on traditional char- 
khas has not ceased. Even with the increase in the handlooms, the 
pressure on the traditional charkha was still going on". 

1.26. In the Industrial Policy Resolution, 1 H ,  the Government of 
India stressed "the role of cottage and village and small-scale indus- 
tries in the development of the national economy". It has also b k n  
stated therein that "The State has been following a policy of s u p  
porting cottage and village and small-scale industries by restricting 
the volume of production in the large-scale sector, by differential 
taxation, or by direct subsidies. While such measures will continue 
to be taken wherever necessary, the aim of the State policy will be 
to e r n e  that the decentralised sector acquires rmfacient vitality to 
be self-supporting and its development is integrated with that of 
large-scale industry." In the Third Five Year Plan it has been stat- 
ed that one of the main objectives to be kept in view in implement- 
ing programmes for village and small industries in the Third Plan 
will be: "to reduce progressively the rate of subsidies, sales rebates 
and sheltered markets". This position has been further clarified by 
stating "In the field of Khadi, it is hoped to bring about a gradual 
reduction of prices through technical improvements, pooling of pro- 
duction cost, and economy in transport and other distribution 
charges. Rebates on sales of Khadi, particularly of silk and woollen 
khadi will be reviewed with the object of replacing them, as far as 
possible, by suitable management grants. As regards village indus- 
tries also, it is proposed that the present subsidies and/or rebates on 
sales in respect of their products should be replaced by gradually 
tapering management grants". It has further been stated: "The pro- 
gramme for khadi for the Third Plan will aim at gradual reduction 
of dependence on urban markets and correspondingly greater produc- 
tion for local use and improving the techniques of spinning an& 
weaving so as to raise the output and earnings." 

1.27. In the written note furnished to the Committee, however, it 
has been contended "In the strict commercial sense, khadi has never 
been concefved to be a self-supporting ind~s t ry .~ .  The Cammitteer 
feel in the h m s t m c e s  that keeping in view that the toW fil~luncid 
d c e  dvem to the Kbadi and village IndtMMw Cammbs10b 



alate, by Wermierd vd hdia tba & i# k. 173 trams ttrddhg 
saar ht lb. S.23 er(ues givm ta the IEhadi and Viliage 1[Mi&Wi& 
Board More  the Commission was set up) and the additional tlnan- 
eial allocation sought during the Foarth Five Year Plan is of tbe 
&der of Rs. 270 mores, there is mrrch hemay to be made yet to 
bridge the gap between the aims, objects and programme with m- 
gad to khadd and village industries as envisaged in the Five Year 
Plans and the actual achievements made. The Khadi and Village 
Industries cannot be said to have acquired "d?kient vitality to be 
self-supporting" nor has it been possible "to reduce progressively the 
rate of subsidies, rebates and sheltered markets," (actually these 
bave been increasing as seen from Appendix IA) nor the aim of 
"gradual reduction of depandence on urbm markets and correspom- 
dingly greater production for local use" has been fully achieved. 

1.28. The Commission was set up in 1957. It has funcdoned for 
almost a decade now. But the Committee have been informed in 
the writtem note that "steps axe, however, being taken to create a 
situation favourable for the reduction in subsidy. These include 
reservation of spheres, adoption of improved technology in spinning, 
weaving and other ancillary processes of production." This is rather 
surprising in view of the fact that as long back as 1956 the Industrial 
Polfcy Resolution had laid down that Uthe aim of the State Poticy 
will be to ensure that the d e c e n h d  sector acquires safacient 
vitrrtity to be self-supporting". 

The Committee therefore h i r e  that fhc P W i  Cosnmisoion 
uuS the Governmesrt shwl r l  have a fresh look at the entire qwmtisrp 
ef Uadi and Village Industries so as to lay down clear'ly as to what 
weuld be the State Policy--wbethaa it is to be made mu-supparthg 
in the foreseeable future or it is to continue to depend on finandel 
asaisteaee from Government on the massive scale as at present. TBs 

of the aasistantm envisaged can be gouged from the fad 
that while a mm at Bs. 183.33 mres have already been given to the 
Cmndssion and the State Boards by the Central and State Gar- 
ments, a c c d n g  to the Annual Report, 1964-G of Khadi and Vill.p. 
ladustries Commission, tbe financial allocation sought dmip% the ~~ Five Yeor Ptan is Rq. S981 crores ( m b  Bs. 67 u w m  al- 
ready with the Cormniosion). 

The Committee feel that the apparent contradictio6 batween fM 
s m M m a t d f b b C ~ l l t h a t U h r r I h e a b r i c t ~ ~  
M hm I L ~ P ~ E L ~  beem co~csivd U be a sdfaQpporthl iwTtwQ.$,* 
md vkoPr at Mahatma Gandhi, ebj&ss laid down in Five Y o u  

rad tbe plicy d.rbath maadd la the Idlil.tri.l P w  
f ~ ~ r t t . , U t b e ' . r r t n J t h r c 8 ~ ~ d b s t s R H a  
lea (M) 3a-a  



that the d o c e a t d i d  sector acquires d c i e q t  vitality to be eel& 
mpporting" needs to be taken note of and resolved by Government. 

C. Employment Potential 
1.29. The Committee have been informed in a written reply that 

employment in Khadi and Village Industries has increased from 13.78 
lakhs persons in 1956-57 to 25.81 lakhs persons in 1963-64. Of these 
25.81 lakhs prsons employed as on 31st March, 1964, "3.21 lakhs 
persons can be considered as only full-time and 22.60 lakhs persons 
having work opportunities for more than 6 hours a day for about 
200 days a year." 

1.30. In reply to a question, the chairman, Khadi and Village 
Industries Commission stated that the purpose of Khadi and Village 
Industries Programme was to give the people supplementary occu- 
pations. There were three parts of this programme. So far as Khadi 
spinning was concerned, people did spinning in their spare hours iD 
their own cottages, and it was diacult to apply the regulation of 8 
hours spinning. This was intended to supplement the income even 
during normal seasonal work. The second one was the seasonal pro- 
gramme like hand-pounding of paddy, village oil, gur, khandsari e t c  
which last for 2-3 months in a year. During that period also, when 
people were free, they attended to Khadi spinning. The third part 
of the programme was to give 8 hours work during off season. 

1.31. The Committee referred to the reply to question No. 2(b) 
(Appendix 11) furnished earlier and pointed out that the answer 
was not in consonance with the elucidation given above and that the 
deAnftion of full-timer and part-timer required clarification. The 
representative of the Khadi and Village Industries Commission stated 
that it was dif3cult to define because sometimes a person might work 
according to his convenience. The Chairman, Khadi and Village 
Industries Commission statcd that so far as traditional Charkhas were 
concerned, they were plied by the people according to the conveni- 
ence in their own household. In some places Ambar Charkhas were 
run in a common shed and in bulk of the places it was being run by 
people in their houses and according to their convenience. Cur and 
Khandsari was a seasonal work. The witness added that "in my 
opinion, to bring this in line with the accepted terminology that Is 
being used in the large-scale sector, will only m a t e  a lot of confu- 
sion." 4 

+ 1.32. Tfie Committee referred to the following d m t i o n  con* 
, sd h Qlapter 8-p- 23 of the Report of the IChodi EvaluWn + 
lafttts:- f , 9 1 f , ?  

"Id terbs 6f I f i l l  hnplcqmlnt, U., .;'8 ' haurs pwwrtirrl 
days in the year . . . . I) j + r  - , t  a. * 



The Chdrman, Rhadi and Village Industries Commission stated 
that it was all right so far as .the Committee's report was concerned 
but in actual practice, the conditions had to be borne in mind. All 
kinds of circumstances exist in this vast country. 

1.35, In the opinion of the Committee while considering thr 
employment opportunities created by the Khadi and Viage  I n d w  
Mes, it has to be borne in mind that a majority of the persons co- 
ce!r,rmd have been given Usupplementarg occupations". Thereforq 
when it is stated that 22.60 lakhs persons are having work opportunl. 
ties for more than 6 hours a day for &out 200 days a year, the Corn 
rnittee would like to point out that with regard to UEmploymcnt" 
under Khadi (which covers 16.25 lakhs out of 22.60 lakhs persons) 
the Working Group in para 11:88 of their Beport have observed as 
iollowfc- 

"Some sample surveys undertaken by the Commission have 
shown that while a large proportion of weavers' families 
in rural areas is generally agr id tura l  landless workerrr, 
a sizeable portion of spinners is from among small a&. 
cultural land owners and lower middle class such as 
teachers, clerks etc. We consider that dl these have an 
importaqt bearing on understanding the nature and eoti 
tent of employment in khadi. In short, spinning providsr 
employment for about 2 to 4 hours in a day for about 100 
to 150 days and weaving for 6 to 8 honrs a day and for 
about 200 days a year." 

The Committee feel that d t b  the expdeuee gained so far by t h i  
Commission, it should evolve suitable objective criteria for assessing 
the part-time/Ml-time/~easonal/continu~(~~ employment offeted by 
the programmes of Khadi and Village Industries. Thereafter, t h ~  
Commission should undertake periodical reviews of the actual ens- 
ployment potential generated and include the results of such reviews 
fir its Annual Beport. 

D. Wages of Spinners & Weavers 
a 

1.34. With regard to revision of- wages of spinners and weavert 
the Committee have been informed in a written note (Appendix 
XXV-A) that a 30 per cent rise in spinning wages on Traditional 
Charkha and 15 per cent in the case of spinning wages on Ambar 
Charkha over the earlier rates was made in February, 1965. Doe to 
Pire In tho cost of liviflg Index, the rates were again reviewed in 
September, lasS and an increase of 54 per cent over the February, 

Y 1fBS w ) ~  rpes given 4 the mse of traditbal chorkha enlg fraxr 
*d Ootokr, 196s. 



1.35. With regwd tg weaving wg@s plsa, p*ooals m to 
h.;e been submitted to Governmeet for aqqyving the Cop(rSiuion t. 
h e  the staqdwd wages for plain w&ain& 

1.36. The Committee appreciate *e efforts lying made b;g the 
~ ~ s S o n  to increase the wages of $e spinners and weavem. They 
Qoald suggest that in view of the constant rise b the cost of living, 
i periodical review of the position should continue to be made SQ 
fhat the spianers and weavers, who are the basic workers, are gives 
die proper wages, 
< 

1.37. Another significant point to note is that during the yew 
iS64-65 the amount of grant and subsidy given by the Governme& 
df India to the Khadi and Village Industries Commission was Rs. 11.34 
crores* for Khadi, and production of Khadi was Rs. 22.73 crores;** 
whereas the grant and subsidy f o r  Village Industries was Rs. 1.96 
crcores* against production figure of Rs. 48.06 mores** (as claimed 
by the Commission). This disproportionate element of grant/subsidy 
&en to two sections of Khadi & Village Industries needs a careful 
 rami in at ion. The CammiMce suggest that the a m m t  of grants/ 
rabddits b be given to t&em two sections ahodd be mdtably pns- 
&bed by Government while releasing gram* and baas to Commits- 

by rehting it to a& prodactioa. 

- 138. hother interesting point to note is that the employment 
generated* by Khadi programme during 1964-45 is Rs. 16.79 lakhs 
--time) and Rs. 2.35 lakhs (full-time) making. a total of 61a 39.14 
*, and the wages paid to them were Rs. 13.62 crores. The 
due of Khadi prducpd was Rs. 22.73 cmres. The com-diag 

, &fur es far village indusbks were: 

Employment full-time 4;bO lakrhs 
part-time 1:62 lakha. 

: Wages paid were B6 10.30 crores, an4 the production W ~ I J  
& U.06 crores. This indicates that the p~coductivify Ip the villplri 
-tries is much mom than that in the case Q$ IZ;hdi. 



ADMINISTRATIVE EXPENSES 

The administrative expense5 during 1963-64 were Rs. 1.57 crores 
as against Rs. 1:47 crores during 1902-63. The disbursements to insti- 
tutions, etc. (including the  omm mission's own trading units) during 
the year amounted to Rs. 27.25 crores as  against Rs. 31.44 crores in 
the previous year. 

2.2. The Commission at its meetings held on 23rd and 24th March, 
1964 constituted the Administrative Improvements Committee. The 
terms of reference of the Committee were: 

(1) "To study the administrative machinery at the headquar- 
ters of the Commission and the various State offices and 
Units etc.. of the Commission with a view to suggesting 
measures for eficiency : 

(2) To examine and suggest the scope for introducing economy 
in the working of the Commission with particular refef- 
e w e  to the administrative machinery: 

(3) To suggest measures for strearnlinning the work of th'e 
Commission with a view to promote economy and efficien- 
cy and speedy implementation of the programmes of the 
Commission." 

The Committee submitted its report on 30th June, 1965. 

2.3. The Commission, according to the Report of the Administrip 
tive Improvements Committee, has 15 Deptts. and 13 Industry Dir- 
ectorates. The Commission have also set up State Directorates in all 
the States. The total number of staff under the Commission a t  tbe 
end of March, 1964 was 5231. In additlon there are StPlte Boa* in 
15 Staks, a small part of whose establishment charges are also borne 
by the Commission. 

2.4. In addition to the Standing Finance Committees (me fo r  
Khadi and one for Village Industries) then are a number of other 
Ctmmittees conftituted by the Commission for the formulation of 
policies and for the execution of s-. There were as many as 
69 Committees which invdhred considerable amount of expenditure 
as well as administrative work to the Commissicd Some of tB-o 
Committees have in turn canstituM S u a - C o m .  



2.5. The Administrative Expenditure of the Commission during 
the period 1958-59 to 1963-64 against disbursements (excluding Com- 
mission's investment in Trading Operation) is as follows: 

(Ra. in crores) 
YW Administrative Disbursemenu 

Expenditure 

2.6. The Committee pointed out that the Administrative expendi- 
ture was Rs. 66:22 lakhs in 1957-58 and in 1964-65 it was Rs. 185:82 
lakhs-almost three times and enquired whether the production or 
employment had also increased three times. The witness stated 
that the scales of pay under the Commission had moved in the u p  
ward direction compared to the scales of pay when it was a Board. 
Cost of living had been going up and there had been revision of D.A. 
from time to time. He further added that there was some increase 
in production but the proportion was not three times. It could not 
be related to Administrative costs. The Chairman, Khadi and Vil- 
Iage Industries Commission stated that the Administrative expendi- 
ture was a general term and included all the directorates, some of 
which were technical. 

2.7. The Committee desired to know whether the recommenda- 
tions contained in the Report of the Administrative Improvements 
Committee had been implemented and if so, to what extent. The 
representative of the Khadi and Village Industries Commission fn- 
formed the Committee that the various recommendations of the 
Administrative Improvements Committee had been classified under 
three broad groups, namely (i) economy, (ii) procedures. and (iii) 
efficiency. Recommendations of the Committee affecting economy 
were taken up first for implementation and as a first step nearly 330 
posts were to be abolished which would have a potential saving of 
about Rs. 10 lakhs. The question of the Directors of Industrits and 
their staff had yet to be examined in the light of the recomehda- 
tfom of the Administrative Improvements Committee. After that 



wrw, fh lbd ,  the Comznission would have an idea of the paeaibb 
saving$. 

In reply to a the witneA stated that when the Adm.inb- 
trative Improvements Committee started the work, the Commiseion 
took a precautionary measure of not filling certain number of postr 
Recruitment to the ministerial posts was banned. 160 posts which 
were lying vacant were to be straightaway abolished. Nearly 200 
posts which were in actual existence and where people were in 
position had been declared surplua Those persons would be u t i b  
ed in the expansion programme. 

2.8. The Committee enquired as to the extent of saving expected 
during 1965-66 as a result* of economy measures. The Chairman, 
Khadi and Village Industries Commission stated that he did not ex- 
pect much savings relating to the posts that had not been f3lied up. 

2.9. In reply to a question as to the economy dec ted  by the 
retrenchment of some extra staff, the Chairman, K.V.1.C; stated 
that the services of only 20 persons were terminated. 

2.10. In reply to a question, whether the Directorate of Export 
Promotion had been closed as recommended by the Administrative 
Improvements Committee, the Chief Executive CMicer, K.V.I.C. 
replied in the afl8rmative. 

2.11. At the instance of the Committee notes and statements on 
the following points have been furnished:-(Appendices XXVIII and 
=I. 

(a) What was the sanctioned strength and actual strength of 
Class IV Staff under the Commission as on 31st March, 
1964 and on 31st March, 1965? How many are prop* 
ed to be retrenched? 

(b) It has been stated that no provision is made in the budget 
for posts which were lying vacant. 

How many posts were created, when they were created and since 
when they were lving vacant. 

8.12. The Committee note from the statements that with regard 
to the Class IV Staff under the Commission, while on 31st March, 
1864 the sanctioned strength was 517, the actual strength as on 31st 
March, 1965 was 593. Similarly, from the other statement it appears 
that 2U posts in various categories were created after tho appoint 
=ant of tha Administra'tive Improvements Committea an 24th March, 



Z h ~ C ~ l l t e . r ~ ) a b h h r n d o l J r b n d d b b - j k Q a O t ~  
ing 4 many posts after the appointment of the A d d s t r a t i a ~  b 
provements Committee, one of whose functions was to examine and! 
med the ee- few id- e c o m y  in thre working of the 
Caumissh MPh @mtim&r mfWentc to the administrative maem- 
nrhy. On the %a ..L tbw tscts the C6nnmittee are unable to rm- 
bMtand what pmew4kaacy maaeorte of net fflling certatn number 
d PO* and pat* P Ban on Ute roeraltment Yo the mimstcrfal 
pmts was tahea by tke .CaaMllssiam as started in tvfdence. The 
Comarittee w d d  Bike this position to be efai8ed. 

.2.13. The Chairman, Khadi and Village Industries Commission 
&ated that the Administrative Improvements Committee had scru- 
tfnjeed the necessity for CLss IV steff and had made recommenda- 
t i o ~ ~  for reduction in that category. The Cammithe trust that the 
ZWormPendation wilt be implemen'ted early. 

2.14. When the Committee referred to the observations made by 
the Administmtive hprovements Committee in para 10.7 and 10.9 
of their Report about inadequately trained staff, excess staff and 
duplication in staff, the Chairman, K.V.LC. stated that by and large 
the recommendation was being accepted. 

2.15. The Administrative Improvements Committee have, how- 
ever, suggested the following economy in expenditure:- 

31. Particulars ofthe De- Immediate Subsequent Total 
No. papments economy economy economy 

Rs. Rs. Rs. 



M e s  Cwp&&a a t t e d  t$Rt "there is no do& in my dd UW. 
thew iq r ~ o ~  %95r o9aaow In this institutiqa." He Whes state& 
that the implementation of the recommendation was proceeding 
batisfactorilp'. The Arst stage had been covered and the Commis- 
si'on had sorted out what could be immediately cut dovctn. There 
would be a minimum saving of Rs. 20 1ak.h as a result of the 
economy. In the first stage, in about six months' period, there 
wwld be a saving of Rs. 10 lakhs. In the second stage, the Com- 
mission would work out details to And out the surplus staff and the 
third stage would be to go into the other recommendations. He 
added "I have no doubt in my mind that we shall approximately 
reach the tlguse s a g g ~ t e d  by the Colrunittee." 

2.16. The witness stated further that time had to be given to the 
oiRcers to consider the proposals in the Report and even one to one 
and a half year's period could not be considered unreasonable for 
following up the recommendations. 

2.17. The Administrative hprovements Committee in their con- 
cluding remarks (page 281 of their Reprt) have stated that "the 
scope for immediate economy in expenditure would be abmt 
Rs. 29,31,197:40, Tbe scope of subsequent economy is roughly esti- 
mated at Re. 10,30,QB7-20. We, therefore, feel thet the totai economy 
in expenditure uitimately would be approximately Rs. 39,61,294,60, if 
most of our recommendations and suggestions are implemented. 
Actually, Agures for the total economy may be much larger, because 
the saving on account of reduction of posts has been calculated on 
the minimum pay of the time scale of the post and not on the total 
emoluments of the incumbents concerned. Similarly we have not 
included in these calculations the extent of economy in axpendi- 
ture due to the closure of all the State Offices of the Commission, 
because it was not possible for us to recommend any time limit for 
this purpose nor was it possible to foresee the actual procedure 
which would be adopted while winding up these offices." 

2.18 From the report of the Administrative Improvements Corn- 
rnittcc and the evidence given befole this Committee, it is clear that 
tbnv is scope for substantial economy of about Ba 40 lakhs per yeor 
tm*r adminbtrative expenses alone. This indites the need for 
closer supervision and tigb ter administration 

2.1). The Conmittme uo glad to be told in evicbPre tbrt tb. CBp- 
mission nhofl approxim~tely m c h  the 6gures -tad by the 
AdminlstratSve fmQrovtments Committees. While the thunitbw 
apprdek, that the progosels made in the Repor& st that Coeunittes 
have to 6s considered, they, however, feel t& &am the CamPeitBLa 
ftrelf bas divided the economy into two par&'Immadi.b and mb- 



seapent, it is hoped that the Commissiop w d d  implement the 
-recommendation concenning the immediate wonomy f m m e d h ~ y .  

2.20. The Committee desired to be furnished with a statement 
showing year-wise the amounts paid to different State Boards by the 
Khadi and Village Industries Commission for e~tablishrne~nt expendi- 
ture including the amounts paid by the State Governments to State 
Boards year-wise for the same purpose. Note furnished is at Appen- 
dixxxx 

2.21. The Committee are surprised to b d  that while the varions 
State Governments have given Establishment Grants amount i  
to more than five crores of rupees to the State Boards concerned 
during 1953-54 to 1964-65, the Khadi & Village Industries Commis- 
sion have also given establishment grant totalling Bs. 29.80 lakhs 
to  the various State Boards from 1958-59 to 1964-65. 

The Committee fail to understand the reasons for giving establish- 
ment grants to State Boards by the Commission also, as the Com- 
mission are themselves maintaining "a Branch OfRce in each State 
msnned by a Director with adequate ministerial and technical staff." 
The Committee are of the view that the arrangement and under- 
standing that establishment charges of the State Boards shall be 
met by the State concerned should be adhered to strictly. 

2.22. The Committee also desire that the Commission should a p  
point a Committee similar to Administrative Improvements Com- 
mittee for examining the administrative set up of the State Boards 
with a view to decting economy and efficiency. 

2.23. Referring to the reply given to a question (Appendix V) 
the Committee desired to be supplied with the names of the 70 Com- 
mittees under the Commission and the date since when each Com- 
mittee was functioning. The Secretary, Commerce stated that out 
of the 70 Committees 54 had since been abolished and the reply 
gave information about the remaining 16 Committees which were 
functioning. The representative of Deptt. of Social Welfare added 
that they had succeeded in effecting economy in expenditure by 
reducag the number of the Committees to 16 in 1965; as a result 
of the Finance Ministry circular. 

2.24. The Committee enquired as to the total amount spent on 
these Committees during the last 5 years, the Chairman, Khadi & 
Village Industries Commission stated that i t  was 'difRcult to give 
this information because they would have to look into ftnancial 
acoounts and TA/DA particulars of the Members of the Commiseion 

--who were also rnepbers of All IndIndfa Board. 



t 25 .  %?he r C h e t e u ,  0ud firem the details ef 6B Cornmittem 
(Appendix V) that although xiany of the Committees were appoiutd 
In 1957 onwards. it was only recently that 53 C o d t t e e s  w e d  
abolished. Ft is really surprising that money was b e i i  spent on 
go many Committees which apparently did not have any important 
function to perform. The Committee would like t b  Commission 
of their own accord to be alive to the need for economy in adminib 
tration. 

2.26. The Committee referrqd to reply to Question No. 5(b)(v) 
(Appendix V) relating to State ofices of the Commission and point- 
ed out that in Assam while the expenditure was Rs. 11,943 in 1961-62 
with 9 persons employed, in 1963-64 with 21 persons employed the 
expenditure was Rs. 51,733, i.e., more than four times. In West 
Bengal while expenditure was Rs. 1,32,003 in 196162 with 41 persons 
employed, in 1963-64 with 43 persons employed, the expenditure 
was Rs. 1,78,800. They, therefore, desired to be furnished with 
a note explaining why the relation between increase and decrease 
in staff in the various State Boards and increase or decrease in 
expenditure on them was not uniform in all the cases, and a break- 
up of the expenditure to illustrate the reasons. The note has been 
furnished and is at Appendix XXXI. 

2.27. I t  has been stated in the note that the reasons for variations 
in expenditure have been urgently called horn the State Offices and 
will be furnished on receipt. It, therefore, appears that there is no 
eystem under which the Commission scrutini- the variations in 
items of expenditure incurred by their State Ofeces even when there 
are obvious inconsistencies. 

2.28. The Committee would also like to point out that the Work- 
ing Group on Khadi and Village Industries in para. 3.35 of their 
Report have observed:-'We have noticed considerable over-lapping 
and duplication between the staff of the State otllces of the Com- 
mission and of the State Boards in respect of village industries p t o  
grammes. Both the Commission as well as tbe State Boards have 
technical and supervisory staff." The Administrative Improvements 
Committee have also observed in page 24 of their Report that *'we 
found that in some of the State d c e s ,  persoqs holding technical 
posb such as Technical Assistant-I1 (Cotton), Technical Assistant-11 
(Texture Improvements) are utilised purely for ministerial work, 
which could be attended to by LDCs or UDCa I t  is obvious thd 
b e  technical posts are not required" 

The Committm trust that the Commission will without further 
M a y  give due consideration to these observations and recommend- 



2.m. Ln repiy to Qwstion No. 5(b) (ii) (Appendix V) the &m- 
mittae have been informed intersliu that orders have been issugd 
which would ensure reduction of expenditure on T.A. & Contin- 
gencies. The Committee enquired what orders had been issued by 
the  Commission regarding reduction of expenditure on T.A and 
contingencies. The Chief Executive Officer, K.V.I.C. stated that in 
T.A., the element called 'incident&' which was paid a t  a certain 
rate had been cut down by one-third. Only two-thirds of the cur- 
rent rates were being allowed. 

2.30. The Committee desired to be furnished with a statement 
showing how this cut was imposed, and whether the relevant rules, 
orders were amended before it was done. A note has been furnished 
(Appendix XWUl). 

2.31. It  has been stated in the note that the Travelling Allowances 
of the employees of the Commission are regulated according to the 
provisions of the regulation No. 7 of the Khadi and Village Indus- 
tries Commission Rewations 1958. A separate set of rules for 
Travelling Allowances for the Commission's employees is stated to 
be under Analisation in consultation with the Government of India. 
I t  has been further stated that with a view to effecting economy 
in travelling expenses and bearing in mind the national emergency 
the Commission decided on 27-9-1965 to reduce the incidental 
charges while on tour by 1/3rd of what is ordinarily admissible to 
all categories of staff except class IV employees with effect from the 
1st October, 1965. The Commission is proposing to Government 
that the Regulation may be amended with retrospective effect, if 
poosible. 

t32 Since tbe regulation of the rates for travelLing and daily 
allowances is with the prior apgroval of Government, tbe cut im- 
pmmi in the rates should rloo have been approved by Gove-mment. 



ACCOUNTS AND AUDIT 

The accounts of the Commission are audited by the Accountant 
General concerned under the Comptroller and Auditor General of 
India. The Accounts of the State Boards are audited by the State 
Accountants General. The accounts of the registered institutions, 
which obtain assistance from the Commission for implementing 
Khadi and Village Industries programmes, are audited by the 
chartered accountants appointed by them. The accounts of the 
cooperative societies, which obtain financial assistance either from 
the State Board or from the Commission, are audited by the respec- 
tive State Registrars of cooperative societiee. 

3.2. As already pointed out the question of maintenance of con- 
solidated profit and loss accounts by the Coaunission was examined 
by the Committee in 1964-65. The representative of the KVI Corn- 
mission had admitted that "they had separate akcounts for Khadi 
and Village industries Sections but not in the form of a consolidated 
M f l t  and Loss Account and belance she&." He had agreed how- 
ever that they would devise a form fn consultation with the C&A;.G. 
fbr consolidated profit and loss Account and Balance Sheet 

3.3 With regard to the inordinate delay in bringing into being 
the arrangements for the appointment of Chartered Accountants to 
audit the Accounts of institutions, the Working Group on Khadi 
and Village Industries had desired that the Commission should 
implement them expeditiously. The Commission have accepted the 
mmmmendabions and have initiated action. 

3.4. As Agarcis the Co-operabe Societfes assisted by 'the Cam- 
mission and the State Boards, the Working Group have observed; 

"The audit of the accounts of cooperative sodeti.es W t e d  
by the Commission and the State Boards presents an 
evm more d i m d  picture than that af the State Boardr 
or of the registered instituffem. In almost all CBre 
States, the audit of the am- of t h e  societies b 
heavily in arrears. In some cases, the audit is in arreara 
for as lang as three or bur years. It is the statutory 
respmdbilfty of the ~08peraWe departmeat of a StaG 



to conduct the audit of the accounts of the cooperative 
societies, but we regret to And that this function has 
not been satisfactorily performed. We are of the view 
that if this state of affairs is allowed to continue the p s i -  
$ion is likely to deteriorate still further and result in 
not only worsening the position of defaults, which is 
already alarming, but also a!Tect considerably the 
morale of the cooperative movement." 

In this case also action is stated to have already been taken up 
by the Commission. 

3.5. The Committee need hardly point out that the state of affairs 
disclosed regarding auditing of accounts is rather disturbing and 
requires immediate remedial measures. 

3.6. In the course of the examination of the Audit Report, the 
Committee pointed out that the Statement of Accounts for the year 
1963-64 and also for the previous years placed before Parliament 
along with the Audit Report did not contain all the Annexures 
referred to therein 

3.7. TBc Committee desire that in future the Accounts of the 
Khadi and Village Industries Commission placed before Parliament 
&odd contain all the Annexures referred to in the Shtement of 
Accounts and the documents should be complete in all respects and 
in proper form with a proper cover. Nor should the documents be 
in mutilated form with pasting etc. as was the ease during the last 
two yearn 

3.8. Since the 'State Khadi & Village Industries Boards have been 
set up under the respective State Acts, they are primarily account- 
able to the State legislatures through the State PAC. The Com- 
mittee therefore, did not consider it necessary or appropriate to 
undertake a detailed examination of the Accounts of the State 
Boards. 

3.9. The Committee would, however, lh to point out that since 
the Khadi and Viaage Industries Commission gives large sams of 
m o n ~ y  to State Boards, as grants aad lolnsl it becomes the responsi- 
bility of the Commission b see that those muas are properly utilissd 

, Lor the purposm fox which they are givdl~ 
3.10. The Committee had obtained from Addit, extracts from the 

. various Audit,Reports relating to the Sfqtq Boards to  serve as illus- 
, trations d the way the State Board. were 'fundf* , ,are , +4QH&ed t4 t b l r w  ~ A F Q ~ ;  -1. , 



8.11. The Public Accounts Committee had an occasion to examine 
the Audit Reports 1964 and 1965 relating to the Government of 
Kerala recently. The extracts from the 47th Report of the Com- 
mlttee on the accounts of Kerala State Khadi and Village Industries 
Board pertaining to those Audit Reports are also appended (Ap 
pendix XXXIV) . 

3.12. Referring to the Audit Report of the Kerala State Board 
for 1965 the Committee enquired about the position as regards 
payees' acknowledgments not made available and challans in s u p  
port of remittances not produced for scrutiny. The Chairman, 
KV.1.C. stated that audit had been completed upto March, 1964. The. 
accounts of the Kerala State Board which were in arrears had since 
been made out from 27-6-1963. The unspent balances to the tune 
of Rs. 5.48 lakhs out of the funds given by the Commission upto 
196243 had been returned. The loan accounts between the Commis- 
sion and the Kerala State Board upto 31-3-1964 had been confirmed. 

3.13. In the course of evidence, the Committee elicited infonna- 
tion relating to some of the Audit paras concerning some of the 
State Boards. 

3.14. In a written reply to a question the Committee have been 
informed that in recent years the procedure of conducting the study 
of the working of the various State Boards had also been under- 
taken. This study was stated to be in the nature of Administrative- 
cum-Accounts inspection and is conducted under supervision of 
senior ofacers of the Commission. 

3.15. On being asked about the inquiries conducted by the Study 
Teams in regard to the working of the State Boards, the witness 
stated that (as mentioned in reply to Q. No. 1 as furnished to the 
Committee) the State Boards of Andhra and Mysore had been ex- 
amiied. So far as Mpsore was concerned, as a result of discuss;ons, 
the Mysore State Board had closed down all the direct trading units 
which were functioning at a loss. Steps had also been taken id the 
direction of retrenching some personnel. Accounts had also been 
brought upto date. The Commission had held discuss'ons with 
Andhra Gwernment and their State Board but much progress had 
not yet been made. The Commission had also recently discussed the 
matter with the Government of West Bengal and it was hoped'that 
step would be taken by the West Ben@ Govenunent to8 imple- 
pent tha suggestion. 



.every Sate  Board had numerous institutionti under it. Stoppinlg of 
grants and loans would imply punishment not only to the State 
Boards but also to the institutions (both good and bad inetitukim 
under it.) "Such a drastic step is very difadt in the case of such 
bodies", ha added. 

3.17. The Committee referred to the observations of Mysore PAC 
made in para 64, page 67 of their Report on the Accounts of Gw- 
ernment of Mysore for 1961-62 on the affairs of the State Khadi 
Board and desired to know what action was taken in such cases. The 
Chairman Khadi and Village Industries Commis;ion stated that in 
*e case of Mysore the accounts had been brought upto-date and got 
audited and the trading centres which had been running at a loss 
had been closed down. The witness added that if a serious irregu- 
larity came to the notice of the Commission, the first step that was 
taken was to send a party to look into the administrative and 
financial aspect of the Board. Then the matter was discussed with 
-the State Board If the Commission was not satisfied, then the inter- 
vention of State Government was sought in the matter. The witness 
added that the hope was that with the assistance of the State Govern- 
ment, it should be possible to rectify the defects though there was 
no statutory aut)rocity for the purpose. 

8.18. The Committee then desired to know the stage at which th+ 
h c i a l  help was c u t a i l d  The witness stated "there is no prec+ 
dent where we have stopped the Anamial help. All that we have 
done so far is to bring about internal pressures for rectifying the 
.situation," 

3.19. The Committee drew the attention of the witness (I) to the 
dhirs of the State Board of Rajasthan discussed in the R~jasthan 
Assembly as far  back as 1961 and (il) to the decision of the court 
which had held that mill yarn was mixed in the Khadi produced 
the Gram Sewak Mandal, Karoli, and desired tr, k m w  the a:tion 
talicek against the State Board. The Chairman, Khadi and Village 
fndustries Commission stated that the Commission had looked lrrta 
the functioning of the State Board of Rajasthan and was taking up 
the matter with the State Board and if they were not satisfied, tkm 
the matter would be discussed with the Sate Government. In regard 
t o  the Karoli case, the witness stated that the matter was r e f d  
t o  the Certification Committee who had lodced into the ma* end 
had withdrawn the certiflcation. The Financial Ad-, Khadf an0 
Village Industdes Commission infonned the Committee! that the 
lniring of mdi yarn with mill yqnr w b ' d  so aduc"h af an al@t 
@d&' 'Elk (lmlhwa b.d a c2 iBwbt fo i r+~~. rh lcb  M t  



into all these prubkms. I t  was in the nature of a 'check on the 
activities of the institutions in order to  maintain the purity of Khadi. 

3.20. The Committee referred to the Auqit Report, 1964 relating 
to Rajasthan Khadi and Village Industries Board and pointed out 
that the State Board of Rajasthan was constituted in 1955 by an Act 
of the Legislature but no action had so far been taken to frame the 
rules under the provisions of the Act. The Chairman, Khadi and 
Village Industries Commission stated that h e  was discussing the 
matter with the Chief Minister of Rajasthan and the State Govern- 
ment were thinking of revising the Act itself very soon. 

3.21. In regard to the affairs of the State Board of West Bengal, 
the Chairman, Khadi and Village Industries Commission inl'orrned 
the Committee that the Chairman of the State Board of West Bengal 
had initiated some proceedings with a view to following up certain 
matters which had come to his notice and he was trying his best and 
vigorously pursuing to set the aff&rg of the State Board in order. 

3.22. Thee Committee pointed out that the Gujarat State Board 
which was stated to be the best Board had not submitted utilisation 
certificates for Rs. 169 lakhs upto 1965. The Chairman. K.V.I.C. 
stated that with the introduction of the institution of Financial 
Adviser and C.A.O., the position would improve. The Financial 
Adviser, K.V.I.C. stated that Financial Adviser and C.A.O. had been 
provided with internal audit staff also. 

3.23.The Committee referred to the Audit Report 1964 
fGujarat)-Gujarat Rajya Khadi Gramodyog Board in which i t  has 
been stated that a sum of Rs. 49,361 (out of a grant of Rs. 1.73 lakhs) 
being unspent amount of assistance received by a Vidyalaya in 
Ahmedabad (which closed down in 1961) has not been refunded to 
the Commission so far (October, 1963) and desired to be furnished 
with a note sta4ing haw much money out of Rs. 1.73 lakhs was 
actually spent and how much refunded. Note furnished by the Com- 
mission is a t  A7pendix XXXV. 

3.24. The Committee enquired whether the Gujarat State Board 
had Analised the rules for maintaining accounts as required under 
the Bombay Khadi and Village Industries Act, 1960. The F.A. r e p  
lied in the negative and stated that the State Board had been 
reminded again, but the accounts maintained by them were quite 
sawactory.  The Chairman K.V.I.C. added "so far as Gujarat State 
Board is concerned, comparatively speaking, to all intents and p w  
poses it is following these things energetically." 
106 (Ail) LS-9 



3.25. Referring to the amounts given to the M.P. State Board in 
the year 1958-59, 19W61, 1961-62 and the amounts spent by it, the 
Committee pointed out that there appeared to be no relation bet- 
ween the sanction and the utilisation. The F.A., K.V.I.C. stated 
that it would be true & the earlier years but it was hoped that 
within a couple of years it  would be possible for the Commission to 
reach a stage where its budget allotments would accord with' the 
actual expenditure. He added that under the revised system of 
1964-65, this irregularity would not be there, because the State 
Boards would not be having more funds than were required. 

3.26. The Committee referred to the large number of ambar 
charkhas which remained unserviceable and unsold till September, 
1964, as mentioned in the Audit Report, 1965 relating to Madhya 
Pradesh. The Member-Secretary K.V.I.C. stated that recently dis- 
cussions had been held with Madhya Pradesh, and it was expected 
that things would improve. 

3.27. The Committee then drew attention to the following case 
pertaining to the State Board of M.P. Some institution8 In Madhya 
Pradesh were transferred to the State Board from the Industries 
Department. The number of centres so transferred was 34. This 
was done in JuIy 1963. The Centres were taken by the Board only 
in November, 1963. A review of the working of the centres con- 
ducted by the Board in September, 1!%4 i.e. 10 months theteafter- 
indicated that only 4 out of the 34 centres were A t  to be continued, 
the remaining 30 centres were 'defunct' even before the transfer. 
These centres have not yet commenced functioning. Unproductive 
expenditure at the rate of about Rs. 7.000 per mensem is being in- 
curred on the maintenance of staff of these 30 centres, the decision 
regarding the future course of action has not so far been taken. 

3.28. The Member-Secretary, K.V.I.C. stated that that .was the 
mi t ion  in 1964-65. He further added that in 1965-66 the Com- 
mission had taken some decision and the State Boards were acting 
upon it. The Chairman, K.V.I.C. added that the difficulty was that 
closing down the centres would mean displacing the artisans and 
causing hardship to them if alternative arrangements were not made 
for them 

3.29. When the Committee, pointed out that the State Board 
should have mrely asked the State Government why they should 
take over the defunct institutions and then go on spending money 
on them. The representative of the K.V.I.C. admitted that Yt is 
co~~ect," 



3.30. As the Audit Reports with regard to the various State Boards 
are examined by the concerned Public Accounts Committees in the 
States, this Committee do not wish to make any observations thereon. 
But the Committee cannot but show their concern at the state of 
affairs revealed by the various Audit Reports on the State Boards 
in view of the fact that the Commission is functioning to a lrrrge 
extent through the State Boards and disburse large amounts to 
them It is clear, however, from the various Audit paras appended 
to this Report that the working of the State Boards leave much to 
he desired. This has become apparent during the course of exami- 
nation of the Accounts of the Commission for the year 1963-64. 

The Committee would, however, like to quote from the Reports 
of two State Public Accounts Committees a t  random:- 

(a) "About the affairs of the Khadi Board, the less said, the 
better as enough has been said already. The affairs of 
the Board have become the target of criticism and i t  
remains to be seen when it will be set right. The irre- 
gularities such as non-maintenance of accounts, non- 
accountal of cash balance and cases of misappropriation 
are of a serious nature and it appears no attention has 
been paid by the Board to improve matters." 

[Page 67, para 64, Report of the Committee on Public Accnunts 
on the Appropriation and Finance Accounts of the Government of 
Mysore for 1961-62 and the Audit Report, 1983-(March, 1965) 1. 

(b) "A perusal of the statement furnished by the Board 
regarding utilisation of assistance by 57 societies re- 
vealed that: - 

( i )  There was no proper verification bv the Co-operative 
Department at the time of granting assistance by the 
Board about the capacity and prospect of a society to 
be able to utilise the amount properly. Otherwise, i t  
could not be that 13 societies which had received 
assistance had not started any work at all. 

( i i )  There was abnormal delay in verifying proper vtilisa- 
tion of the assistance to the societies. 

(iii) In a large number of cases, societies were brought 
under liquidation after they had received the finan- 
cial assistance either because they had stopped work- 
ing or they were being misrhanapd' or the funds of 
the societies Were misutilised and/br misappropriated 
by the members.. . . . . . , 



(iv) Some of the cases of misappropriatjon reported to the 
police had been under investigatidn by the police for 
the last two or three years." 

(Page 77, Twenty-third Report of Punjab Public Accounts Corn- 
mittee 1965-66-March, 1966). 

The Khadi and Village Industries Commission have themselves 
~bserved adversely about the functioning of the State Boards as 
recorded in para 2.1 of their Annual Report (196485) :- 

"Since the State Boards were established by the State 
Governments, the Commission in the initial stages left 
it to the State Governments to see that they functioned 
efficiently. As the years passed, however, difficulties 
began to come to the surface. The difficulties embraced 
practically every aspect of administration, finance, tech- 
nical know-how and execution of programmes." 

The Working group on Khadi and Village Industries have also 
observed in para 3.14 of their report that:- 

"From what we have been able to see, we must say that the 
working of some of the State Boards is not at all satis- 
factory." 

3.31. In the opinion of the Committee, it is necessary to put men, 
who are devoted and sincere and at the same time capable of drive 
and initiative and in a position to run the organisations smoothly and 
efficiently, at  the helm of affairs of the State Boards to set matters 
right. 

In this connection, the Committee would like to quote from a 
letter dated the Zlst December, 1963 from late Prime Minister Shri 
Jawaharlal Nehm to the Chief Ministers of all States, which bears 
repetition: - 

"The Commission and the All India Khadi & Village Industries 
Board are composed of men and women who have abiding 
interest in the Khadi & Village Industries Programmes 
and/or have been conrtmctive workers. Besides, in the 
composition of the Commission and the all India Khadi 
& Village Industries Board, the Government of India con- 
sults the Chairman of the Commission and the Sarva Seva 
Sangb. I believe that if the State Khedf & Village Indur- 
tries Boards are also composed of men animated by the 



same motives and having similar experience and aptitude 
they will be able to render better service to the artisans 
engaged in the IQhadi & Village Industries Programmes." 

3.32. The Committee enquired whether the Commission &ieted 
on getting audited or unaudited accounts from the State Boards 
before assistance was given to them. The FA stated that 'from 
1964-65 they had started the system of asking the State Boards to 
furnish their accounts before their programme for any particular 
year was accepted and budget allotment finalised. 

3.33. The Committee enquired whether from 1965-66 the Commis- 
sion would not disburse the amounts to the State Boards unless 
audited accounts were obtained from them. The F.A., K.V.I.C. 
stated that audited accounts would be very difficult to get because 
none of the State Boards which had completed their accounts had 
got them audited by AG. It might take sometime. But the Com- 
mission was satisfied that the accounts were generally being pre- 
pared and kept ready for audit. 

3.34. In reply to a question whether copies of State Board 
accounts were received by the Commission before it gave any assis- 
tance, that FA stated that it was not so in all cases, because in one 
or two State Boards the accounts were still not being maintained 
upto-date. 

3.35. The Committee would impress upon the Commission the 
desirability of asking the State Boards to furnish audited accounts 
regularly and in t h e .  They trust that the backlog in this respect 
would be cleared at an early date and from the year 1965-66 the 
accounts would be kept uptodate. A time limit should be seA for 
completing these past accounts. For future accounts also a date 
must be stipulated by which the accounts must be submitted to the 
Commission 

3.36. The Committee pointed out that the Audit Reports of 
various State Governments showed that they had not framed rules 
necessary under the Acts for the purpose of preparing accounts. 
The Chairman, KVIC admitted that it was so and stated that Ststes 
were being persuaded to pass legislation on the model of the Com- 
mission Act, so that there might be uniformity as regards rules, 
regulations and forms etc. He added that th'e position regardrng 
financial control would improve after some time. 

3.37. The C & A.G. explained that "State Boards started without 
either proper accounting system or proper accounting staff." He 
added that when State Audit Reports started coming and "showing 



the kind of mess" they were getting into, the Chairman of the 
K.V.I.C. and the C & A.G. held discussions. The Comptroller and 
Auditor General agreed to depute his officers to serve as F.A. and 
C.A.05 of State Boards who were now trying to bring up the 
accounts upto-date. They have to correct the accounting system 
also and the position was improving. 

3.38. The Committee regret to learn that even the rules were nut 
framed, as requited under the State Acts, for the purpose of preparing 
accountis, in the caw of several State Boards though several years 
have passed since the enactment of State Acts and that their accounts 
were in "a kind of mess". The Committee would like to be inform- 
ed whether all the State Governments concerned have since framed 
rules under the relevant Acts for  the purpose of preparing accounts 
of the State Boards and whether any uniformity has been achieved 
in this matter. They would abo like to know how far the position 

as regards accounting has improved with the introduction of the 
system of F.A. and C.A.O.'s in State Boards and whether the accounts 
are now maintained upto-date in all the State Boards. The Com- 
mittee desire that the Commission should insist upon proper main- 
tenance and submission of Accounts as a condition precedent to 
release of funds. 

3.39. The Committee desired to know if it would not be desirable 
to send the internal audit parties to visit the actual place of work 
so as to satisfy that the money given was being utilised in the 
proper way. The Financial Adviser stated "That is exactly what is 
visualised." The Chairman Khadi & Village Industries added that 
they were now instituting a system with the approval of the Auditor 
General "of having Chartered Accountants charged with the respon- 
sibility of not only examining the accounts but actual fulfilment of 
the programme in respect of audit of institutions gettings assistance 
from the Commission. 

3.40. The Committee are gtad to know that the Commission were 
instituting a system of examining not only the accounts but actual 
fulfilment of the programme. In their opinion this sort of achieve- 
ment audit is very necessary in the caw of the programme under- 
taken by the Commission. h e  Committee suggest that the Annual 
Report d the Commission should indicate the results achieved in 
tldltg direction. 



LOANS TO INSTITUTIONS, 'CO-OPERATIVE SOCIETIES AND 
STATE BOARDS 

Para l I I  of Audit Report 

(a) The total amount of loans advanced by the Commission to 
registered institutions/Co-opera tive Societies and State Boards and 
outstanding on the 31st March, 1964 was Rs. 50.89 mores. An 
amount of Rs. 8.26 crores had fallen due for repayment by the 
loanees as on 31st March, 1964. The details are given in Appendix 

4.2. Confirmation of balances as on 31st March, 1964 was awaited 
(May, 1965) in respect of a total of Rs. 13.40 crores from the loanee 
State Boards, registered institutions and co-operatives societies. Of 
the institutions/societies from which the confirmation was due, 
those which were either not functioning (May, 1 M )  or had failed 
to furnish confirmation during the three years ending with 31st 
March, 1963, numbered 177 and the amount of loans outstanding 
against them was Rs. 27.31 lakhs. The cases are stated to be under 
examination with a view to taking legal action, wherever necessary. 
Delay in obtaining refund of unutilised balances of grants and loans- 
Para IV of Audit Report. 

4.3. State Boards.--Receipts of utilisation certificates/refund of 
unspent balances is due from the State Boards in respect of loans 
and advances disbursed by the Commission to the extent shown 
below:- 

(Position as at 
the end of Ag 

1965) - ---- - ---- 
Amount 

Year (In lakhs of 
rupees) 



4.4. lnstitutCdns/Societies.-In respect of the' following amounts 
which" remained unutilised after the expiry of one year from the 
date of disbursement, neither the utilisation certificates nor the re- 
fund of the &spent balances of the loans and grants advanced by 
the Commission have been obtained so far (March, 1965). 

Year No. of institutions/ Amount involved 
societies ------- 

Defunct Existing Total Loan Grants Total 

(In lakhs of rupees) 

4.5. Out of a total amount of Rs. 16.46 crores disbursed during 
the year 1962-63 utilisation certificates are awaited (as at the end 
of April, 1965) in respect of loans and grants amounting to Rs. 8.79 
crores. The delay in furnishing the utilisation certificates is due .to 
arrears in the internal audit which is stated to have been taken in 
hand very recently. 

A. Defunct Institutions 

4.6. The Committee referred to the reply to Question No. 10(i) 
(Appendix X) and desired to know whether the Commission had en- 
quired into the affairs of the 18 defunct institutions and the amount 
due from them, and whether the Commission had the means to find 
out why they had become defunct. The Financial Adviser of the 
Commission stated that a Senior CHicer of the Commission went into 
the aspect of recovery from the Institutions especially the defunct 
institutions. The Internal Auditor had been going to these societies 
and the circumstances under which some of them became defunct 
would be known to the Commission. He added that their new sys- 
tem visualised' payment of any advance to any institution or society 
on the basis of expenditure statement; so, the total amount of grant 
or loan would be released only after the expenditure statement was 



furnished. $Certain performance reports were also being introducd 
which the institutions/societies would be required to furnish. If 
these were not received the Commission would write to the State 
Directorate. 

4.7. The Committee has been furnished with a statement show- 
ing the societies/institutions which rcceived assistance from the 
Commission and have not confirmed the loan balances as on 31st 
March, 1964 but ceased functioning before March, 1965 at  their in- 
stance (Appendix XXXVII). Similar information in respect of the 
societies I institutions which received assistance from the State 
Boards has been called for. 

4.8. The Committee note from ?he statement that 16 institutions 
were treated as defunct during the period 1959-60 to 1963-64 on 
Klladi side. On the Village Industries side 57 institutions 8 societies 
were treated as defunct during ''he period 1939-60 to 1964-65. The 
Committee feel disturbed over the position of so many defunct 
institutions/societies from whom loan instalments are due or are  to 
be confirmed. The Committee fail to understand why the inspec- 
tions did not reveal the financial position of the societies etc. so that 
preventive action could be taken by the Commission in time. The 
Committee desire that the system of audit and inspection should be 
tightened up so that such lapses do not recur. 

4.9. The Committee would also like to be informed about the 
number and other details of the :~.ocieties, institutions which received 
assistance from the State Boards and which have become defunct 
and the amount involved therein. 

B. Grants and Loans 

4.10. With regard to the amount of Rs. 372.56 lakhs shown as 
overdue instalments of loans in para 12.22 (page 87) of the Annual 
Report of the KVIC for 1964-65, the Committee were informed that 
upto 31st December, 1965 about Rs. 91 lakhs have been additional 
recoveries against defaults as on 31st March, 1965. The witness ad- 
mitted however that further instalments h w e  become due between 
1st April, 1965 to 31st December, 1965. The Committrte enquired 
about the defunct institutions against which the amounts were out- 
standing. The Chairman, KVIC stated that "a stage may come when 
we may have to approach the Government in the normal course if 
any thing has to be done." He added that a certain percentage of 
ceiling might be flxed annually and that amount should be written 
off as Lost or as bad debts. This should be done subject to proper 



justification being offered by the institution or by the state Board 
or by the Commission. 

4.11. Asked whether the Commission reported to Government 
that so many societies were defunct, the Committee were informed 
that certain procedure had to be followed in the case of these societies. 
No action could be taken unless the Registrar certified that the 
money w a  in-ecoverable. The witness added that he would like to 
wait for the balance sheets of the State Boards before initiating 
action 

4.12. The Committee feel that this information should be commu- 
rricated to both the Central Government as well as the State Govern- 
ment immediately it is known that a particular institution has be- 
come defunct. 

4.13. The Committee referred to the reply to Question No. 10 (iv) 
(Appendix X) and desired to know the position regarding confirma- 
tion of balances relating to loans amounting to Rs. 1.34 crores under 
Khadi and Rs. 1.16 crores under Village Industries. The Chairman, 
KVIC stated that under the existing procedure, the signature of the 
relevant authority, who was authorised by the Articles of Associa- 
tion of a particular Society or by a resolution of the Executive Com- 
mittee or the General Body of the Society, had to be secured and then 
it could be treated as confirmation. The signature had to be secured 
every year. But some institutions took time in confirming the 
balances and thus the residue was left. The Committee asked whe- 
ther they could take action to compel the parties to confirm the 
balances. The Chairman, K.V.I.C., stated that from the current year 
they had evolved a procedure by which they would vest the autho- 
rity not by name for confirming but  the President or Secretary of 
the Institution so that they would not have to approach the General 
bddy for getting a resolution passed. As regards the reasons for not 
getting the confirmation the witness stated "They do not meet. 
There is a lack of system in thew institutions that is all. Otherwise 
there is no dishonesty." 

4.14. The Committee feel that unless the codinnation of balances 
is received from the institutions in time it would not be possible to 
satisfy the elementary need ot audit and accountancy that the amount 
hown as due from particular institution is correct and undfspruled. 

The Committee would therefore like to watch the result of imple- 
mentation of the new procedure evolved by the Commission whereby 
the Institutions would not have to approach the G-ral Body for 
getting the resolution paseed. 

8 



4.15. ?;he Committee desired to know the difficulties in the matter 
of disbursing grants and loans to the institutions direct. The wit- 
ness stated that it was difficult because the accounts of the institu- 
tions were in the books of the State Boards which were also not upto- 
date. Interference at that stage would have meant chaos and the 
Commission would not have known the amount previously advanced 
lo  the concerned institutions. The Commission would have taken 
upon themselves the responsibility which it would not have been 
able to discharge. Therefore, finalisation of accounts was insisted 
upon first. 

4.16. The Committee desired to know the financial or administra- 
tive control of the Commission over the State Boards. The witness 
stated that the State Boards were responsible to the State Legisla- 
tures. The only authority that the Commission possessed was the 
authority consequent on financing. The Commission had therefore 
LO seek the intervention of the State Government in making them 
interested and to see that the accounts were finalised and the work 
was brought upto a certain mark. When some serious irregularit) 
came to notice the Commission immediately took it up with the 
State Board. 

4.17. The Committee enquired what action was taken in connec- 
tion with the overdue amounts from various State Boards which 
were not realised in time. The F.A., K.V.I.C. stated that they had 
taken a decision that normally they would not be financing the insti- 
tutions unless they got their defaults cleared. The difficulty was 
that the State Boards were financing a large number of societies, in 
some cases upto 1500 societies and some of them were defaulters. If 
lunds were not released unless the default was cleared, it would be 
very difficult for the State Boards to function. The matter was 
under discussion with the State Boards. 

4.18. Asked whether there was any incentive for the State Boards 
to cdlect the dues in time, the witness stated that for most of the 
State Boards F.A. and C.A.O's had been appointed. The dif$culty 
was about getting repayment in respect of those Societies which 
had become defunct. The State Boards were trying to get these 
societies 'liquidated. In certain cases, arbitration proceedings were 
going on. But clearing all the defaults would take some time. 

4.19. While. the Committee agree that constitutionally the State 
Boanb u e  answerable to the State Government and State Legistr- 
turd, they cannot appreciate tho sense of helplewmess expressed by 
the Chainma K.V.I.C. as the Committee feel that the Commission 



is in a position to exercise the power of the purse, the k t h w i t y  of 
the lender and creditor to ensure proper accounting and prompt 
repayment by stipulating the condition on. which it would give 
financial assistance to the Boards. Pending suitalble legislation, the 
Committee feel that the Commission should take immediate steps to 
inculcate proper financial discipline in the functioning of the State 
Boards with a view to safeguarding the public funds. 

4.20. The Committee further desire that vigorous steps should be 
taken to realise the overdue amounts from the various State Boards 
and the latter should be asked to settle the cases of defaulting or 
defunct societies financed by them early. The Committee would 
like to be apprised of the outcome of the discussions held with the 
State Boards in this regard. 

4.21. In reply to a question as to who bears the loss resulting from 
mis-appropriation, fraud, theft etc., the witness stated that these 
losses were borne by the Commission and the Boards in the propor- 
tion of 3 to 1. He added that State Boards had been asked to keep 
certain reserves for write off purposes. 

4.22. The Committee enquired as to the total amount of such 
losses written off by the Commission. The Chairman, Khadi and 
Village Industries Commission added that State Boards were now 
preparing balance sheets and some of them had brought them upto- 
date. After that, profit and loss accounts would be prepared by 
them. When these were completed, it would be possible to know the 
extent of the losses. 

4.23. The C o m m i t k  are alarmed a t  this slate of affairs wbere 
even the losses due to misappropriation, fraud, theft etc. are not 
known to the Commission. The Committee would like to be inform- 
ed of the total losses suffered by the Commission and the Boards as 
a result of miappropriation, fraud, theft, etc. and the extent to 
which they have been written off. 

4.24. The Comm~ttee enquired whether any amount given as loan 
to institutions or State Boards by the Commission had - become 
barred by time and if so, what the amount was. The Chairman, 
K.V.I.C. stated that so long as the Commission received confinna- 
tion of balanoes, there was no limitation. He added that from 1963 
to 1956 there were advances made by the Government of India 
and the period of limitation was 30 years. From 1956 onwards the 
period of Limitation was 3 years running from the date of the last 

i 
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transaction or the confirmation whichever was later. The Commfs- 
sion was trying to find out the number of claims and the amount 
involved. 

4.25. In reply to a question whether the State Boards were collect- 
ing the loans given to institutions in time and whether the Com- 
mission would stop the grant or loans to the State Boards in case it 

i . ~ d  that they .were not doing so, the F.A., K.V.I.C. stated that 
they were "now watchful about the defaults of the State Boards". 
The Chairman, K.V.I.C. stated that before interfering, they had to 
find out the exact position because there might be good institutions 
which might be paying the amount regularly. 

4.26. The F.A. explaining further stated that they had prescribed 
fairly elaborate forms for submission of the budget by the State 
Rosrds. They had to furnish information regarding financial per- 
formance, production, the numbw of defaulting or defunct societies. 
etc. While discussing their budget programme for the next year, 
t h e  Commission went into the details of the working of their socie- 
ties. 

4.27. Explaining the system for release of grants by the Commis- 
sion to the State Boards, the F.A. s'ated that based on the budget 
allotment for the year 25 per cent of their budget allocation was 
qivcn as an advance. The State Boards have to submit expenditure 
statements giving details of the schemes. The Chairman K.V.I.C. 
added that the Commission did not make any payment beyond their 
expenditure statement unless it was satisfied that a particular State 
Board needed more funds. Recoupment was made on the basis of 
monthly statement of expenditure. 

4.28. The Committee enquired whether the reports from these 
inctitutions were received so early as to enable the State Boards to 
send to the  Commission expenditure s:atcmcnts for the purpose of 
re-imbursement. The Chairman. K.V.I.C. stated that the State 
Boards had no impred system and the esuenditure statement repre- 
sented the ou'goings from the State Boards. 

4.29. The Committee pointed out that actuallv the Commission 
did not know as to what had been spent except that the State 
Boards informed the Commission that they had given certain sums 
to certain institutions. The F.A. stated that that was true, but they 
proposed to start the concurrent audit and inspection of State Boards 
alao with e view to seeing whether the expenditure statements fur- 
nished by the institutions or the State Boards were correct. 



4.30. Asked about the co-ordination between the State Boards 
and the institutions which worked under them, the Chairman, 
K.V.I.C. stated that there was no direct control so far as State Board 
loans were concerned but if it was found that the measures adopted 
were not working satisfactorily some drastic control would have to 
be laid down as part of the State Board Legislation. He added in 
reply to a question that uniform instructions had been issued by the 
Commission to the State Boards about keeping of accounts. 

4.31. The Committee referred in this connection to the following 
passage on page 27 of Annual Report of K.V.I.C., 1964-65:- 

"But the Commission cannot help remarking that absence of 
any statutory link between the Commission and the State 
Board is a constant source of anxiety and it apprehends 
that some day, it may be held responsible for many large 
scale difficulties with reference to the finances advanced.' 
It may then not be realised that the responsibility and 
righ.t can scarcely or justifiably be divided." 

The Chairman K.V.I.C. stated "certain amendments must be made 
of a character in the State hgislation empowering the Commission 
to m r k  from within." 

4.32. The Committee enquired whether the feasibility of releasing 
the grants direct to the States by the Commission had been consider- 
ed. The Chairman. K V.I.C. stated that the suggestion had not yet 
been examined by the Commission, but it was worth considering. 

4.33. Since Parliament votes money to the Commission through 
the Ministry of Commerce the responsibility with regard to large 
scale difficulties with reference to finances advanced will rest with 
the Commission. It is therefore for the Commission with 'the help 
of Central Government to devise a suitable system which will re- 
move this difficulty with regard to State Boards. The Committee 
desire that the Commission should also examine the feasibility of in- 
corporating suitable provision in the Khadi Village Industries Com- 
mission Act wi'th a view to regulating the relationship between the 
State Beards and the Commission. 

4.34. Tbe Committee are surprised that though almost 9 years have 
passed, since the Commission came into existence, the relationship 
between 'the Commission and the State Boards has not yet been 
either dedaed or put on proper footing. In the meantime large 
am- J twld have been advanced to t h e  State Boerds Pad 
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through them to the Insti'tutions both by way of Grants and loam 
without adequate control or scrutiny. The Committee desire that 
this state of affairs should be remedied forthwith and adequate safe- 
guards and controls should be provided in the scheme of financial 
assistance given to them. 

4.35. In reply to a question as to whether the Commission had the 
power to issue a directive to State Boards in case something went 
wrong, the Chairman, K.V.I.C. replied in the negative. He added 
that the gap in the State Board Legislation and the Central Legisla- 
tion would have to be bridged to empower the Commission to rectify 
the situation. Asked whether the Commission would like to have 
the same powers or more powers as in the case of Union Govern- 
ment vis-a-vis State Governments relating to schemes sanct'oned, 
the Chairman K.V.I.C. stated, "I simply want powers to issue a dir- 
ective." 

4.36. The Committee would desire to he informed whether anp 
steps have been taken to bridge the gap between the State Boards 
legislation and the Central Legislation in regard to Khadi and Vil- 
lage Industrieq. They also desire that the question he examined 
whether the power to issue directives to the State Boards as proposed, 
would be conducive to greater efficiency and economy and enforce- 
ment of financial discipline and whether such a power is not implicit 
by virtue of the fact that large sums of money are being advanced 

. by the Commission to the State Boards. 

4.37. Referring to the Audit Report of Bihar State 1964, the Com- 
mittee pointed out that in this case large amounts out of the grants 
and loans were neither disbursed nor refunded (undisbursed and un- 
refunded amount on 31st March. 1963 was, Rs. 13.75 lakhs of loans 
and Rs. 45.97 lakhs of grants) but retained by the S a t e  Board. The 
F.A. K.V.I.C. stated that that system was in vogue previously, but 
now all unspent balances were refunded to the Commission. He 
added that previously there was some difficulty because the Com- 
mission was not actually aware of their unspent balances under the 
various schemes in Khadi and Village Industries. 

4.38. The Chairman. K.V.I.C. stated that the imprest system was 
a built, in control to safeguard against retention of large amounts. 

4.39. In reply to a question whether the imprest system had func- 
tioned efficiently last year, the Chairman, K.V.I.C. stated that it had 
functioaed comparatively satisfactorily. 



4.40. The Committm trust that ivith the introduction of impre~t 
system, funds would not be released by the Commission in excess of 
the requirements of the Boards and there would be no occasion for 
the retention cd unspent balances by 'them. 

4.41. The Committee enquired whether before assistance was 
given for any particular industry or scheme, to a State Board, it 
was seen that the State Board was entifled or legally em?owered to 
carry out that scheme. The Member-Secretary, K.V.I.C. stated that 
generally it was so. 

4.42. The C m i t t e e  then desired to be furnished with a note 
explaining the position with regard to the Audit Report, 1964 
(Bihar) Bihar Khadi and Village Industries Board, in which 
it was stated that according to the existing provisions of the Act, the 
implementation of these schemes (Fibre Industry and Blacksmithy 
and Carpentrv) was not within thz scone of the Board and that funds 

. were obtained by the Board from the Commission in anticipation of 
an amendment to the Act which had not materialised till then. 

Note furnished by the Commission is at Appendix XXXVIII 

4.43. The Commitfce desire that the Commission should carefully 
ex~mine  the competence of the State Boards to implement the 
schemes under the various industries before releasing funds for such 
schemes, after taking specific declaration to that effect from the State 
Board concerned. 

C. Assistance b;v State Governments 

4.44. The Committee asked whether there was any definite pattern 
of assistance to be given by the State Governments to the State 
Boards. The F.A., K.V.I.C. stated that at present, the State Govern- 
ments were expected to meet the establishment expenditure of the 
State Boards, on the basis of committed expenditure. He added that 
there were certain State Governments which had a few industries 
which were not prescribed for the Khadi Commission and for which 
aysistance was given hv the State Governments to the State Boards. 
The Committee enquired whether it was insisted upon by the Com- 
mission that State Governments must give the promised assistance to 
the State Boards before the Commission sanctioned or disbursed its 
own quantum of assistance. The Chairman, K.V.I.C. replied in the 
affirmative and stated that in fact, there had been some difFlculty 
with some of the  tat^ Boards in getting their full share and the 
Commission had written to the State Governments in this regard. 
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4.45. The Committee enquired whether the committed experadi- 
ture was borne entirely by the State Government. The FA., K.V.IC. 
stated that the Commission expected that the State ~ o v e r n m e d s  
would finance the State Boards to the extent of 50 per cent of the 
additional expenditure. If the State Governments were not in a 
position to meet the expenditure and if the Commission was s a t i s M  
about their difficulties, then 100 per cent assistance was given to 
them.. But it was invariably seen that the State Governments nzst 
their committed expenditure so far as the State Boards were can- 
cerned. 

4.46. The Commi'ttee note that the Commission has impressed upaa 
the State Governments to give their full share of assistance to the 
State Boards and to meet the committed expenditure in full. Tbe 
Commi2tee suggest that the Commission should make this frill pay- 
ment of the comlnitted expenditure by the State Governments a cow 
dition precedent to the payment of any grant or loan to the St&e 
Boards. 

D. Duplication in Grants!Loans 

4.47. In reply to a question whether the State Boards, which were 
financing various schemes, got money only from the Commission ta 
from the State Governments also, the F.A., K.V.I.C. stated that they 
got the funds only from the Commission except for those schemes 
which did not lie within the province of the Commission. He added 
that in certain States the Boards were given additional aid or rebates 
for the propagation of Khadi. In respect of grants and loans given 
by the S'ate Boards to various cosperative societies and organisa- 
tions, the entire financing was done by the Commission. 

\ 

4.48. The Committee referred to the reply furnished to them in 
regard to Question No. 16(i) (Appendix XVI) wherein it had been 
stated "a few instances came to notice of the Commission in which 
institutions on the direct list of the Commission were found to h a w  
received funds from State Boards", and desired to know as to when 
i t  was Arst noticed that there were instances where institutions had 
obtained assistance fmm both the sources. The Financial Adviser, 
Khadi and Village Industries Commission stated that there was s 
decision in 1959 that for Khadi Programme, the institutions should 
take assistance from the Commission and for Village Industries from 
the State Boards. Later cut, it was found that it might lead to certain 
duplications and lack of control. Thereafter, it was decided that all 
the institutions should be assisted by one source. 
2 0 6  (Aii) Ls-4 . 



4.49. The Committee desired to know as to how it had been erisur- 
ed that the State Boards did not get loans or grants from Comnds- 
sion as also the State Governments for the same scheme. SimikmlY 
about the institutions how was it ensured that they did not get loans 
or  grants from the Commission as well as the State Boards. The 
Chairman, Khadi and Village Industries Commission stated that 
there were some direct institutions on the list of the Commission 
and some institutions were on the list of State Boards. The Cbmmis- 
don dealt with their direct institutions and the State Boards with 
their institutions. The witness added that there might, however, be 
some cases where institutions might have got loans from the State  
So& also but those cases were very few. The procedure was being 
ironed out and when that procedure was introduced in every State 
Board, "this will be a foolproof procedure." 

4.50. In  reply to a question, the witness stated that the Commis- 
sion was now publishing a list of direct institutions under The Com- 
mission and would circulate the list to the State Boards a$ing them 
not to finance those institutions. Similarly, the Commission would 
expect the State Boards also to publish a list of direct institutions 
under the State Boards and circulate that list to all. 

4.51. The Committee are surprised to learn that there was no pro- 
per procedure to ensure that an institution did not receive grants/ 
loans from the Commission as well as the State Board for the same 
nurpose. The Committee trust that with the proper implementation 
of tbe new procedure such a possibility will be eliminated. 

E. Utilisation Certificate 

4.52. Asked to explain why utilisation certificates were not being 
s n t  for the past so many years and why funds were not being used 
for the purpose for which they were given, the witness stated that 
there was still a very heavy back-log. He stated that the financial 
control was only through the instrumentality of the State Govern- 
ments. He added that the Commission assumed that the State 
a a r d s  would give it the necessary help. If persuasion failed, then 
they had to "think of legislative amendments." 

4.53. As regards recommendations on "Internal Audit" by the Ad- 
ministrative Improvements Committee the witness stated "my per- 
some1 experience is that we should not rush things. . . ." '!Secondly, 
the conditions in the State ' Bmrds are if I may put it, at the 
lowest which require a lot of Juph'vUion and c4ntrol. It would not 
& advbble to msh up this organisatioh to implement that part of 



the ri3commendation of the Administrative Improvements Com- 
mittee." 

4.54. When the Financial Adviser, K&VIC stated that the sugges- 
tion of the Administrative Improvement Committee for the abolition 
of the internal audit (Para 10 page 68) was based on a misunder- 
sfanding, the Committee pointed out that the recommendation was 
not for abolition but curtailment of infernal audit saff when some 
of the functions were taken over by the State Boards. The Chair- 
man, K&VIC stated "The State Bbards first of all have to look after 
themselves before they can look after the institutions under them. 
Our present headache with the State Boards is that they are not sui 
juris yet." 

4.55. Explaining the work done by the Internal Audit with regard 
to utilisation certificates the witness stated that as against the 
arrears of Rs. 36 crores shown in the audit Report, the present 
arrears were Rs. 5.76 crores only as on 31st December, 1965. They 
were coming to the hard core. It was better to clear the back-log 
once for all so that they could be systematised. In para 1.28 of the 
Annual Report the pwposal to set up 12 parties had been mentioned 
in which obtaining of utilisation certificates was one. There were 
963 registered institutions and the witness urged that the hands of 
the Commission should be strengthened for the purpose of  clearing 
the back-log. 

4.56. The Committee have in the past stressed the importance 
of furnishing the utilisation certificates by the institutions and State 
Boards concerned. The need for insisting on the production of the 
certificates assumes importance in view of the fact that according to 
thc Chairman of the Commission himself the conditions in the State 
Boards are, "at the lowest which require a lot of supervision and 
control." In this connection the Committee would like to reproduce 
with approval the following observations of the Working Group on 
Khadi and Village Industries made in para 3.50 of their Report, 
which has been accepted by the Commission: 

"We agree with tho Public Acmunts Committee that drastic 
steps should be taken by the Commission in regard to 

grant of furiher assistance to the State Boards and institu- 
tions which are not in a position to account reasonably 
for the moneys given to them and to produce certificates for 
their proper utilisatlon. We would aiso suggest that where 
a State Board or an institution inspite of several requests, 
persistently defadtg in rendering proper accounts or 
hunishing utiNutlon certificates, further assistance to am& 



State Boards or institutions should be discontinued. We 
have no doubt that such a step, while it might sound 
harsh, is likely to be more salutary and result in streng- 
thening financial discipline and accountability for public 
funds." 

The Committea 'hope that action to obtain the utilisation certi- 
ficates which are outstanding will be pursued vigorously and the 
back-log cleared at an early date. 

4.57. They trust that with the steps contemplated no arrears 
rehting to utilisation certificates would be allowed to accumulate. 
Thej Cortlmittee have no doubt that there is imperative need to 
strengthen financial discipline and accountability for 'public funds in 
regard to the grants/loans advanced by the Commission to the State 
Boards/institutions. The Commission should not hesitate to take aU 
the measures necessary to achieve this end. 

F. inspection of State Boards 

458. Tke Committee referred to the reply to Q. No. 20(ii) item 
(vii)-study of State Boards (Appendix XX) and desired to know 
if any definite period had been laid down during which the Inspec- 
tion parties were to report to the Commission on the working of 
State Boards. The Chairman, KVIC stated that at present the target 
was once a year. So far 8 or 9 State Boards had been covered out 
of 15. 

4.59. Asked whether there was a periodical inspection of the State 
Soards and 'direct' institutions the Financial Adviser stated that with 
the commencement of imprest system which visualised submissidn of 
detailed accounts scheme-wise monthly it would be absolutely neces- 
Eary for the State Boards a s  well as the Institutions to maintain 
their accounts which would be liable to be test checked by Audit and 
inspection parties. He added that "they have been apprised that 
serious notice will be taken by the Commission if any deliberate 
mistakes are noticed in these expenditure statements". The Chair- 
man, KVLC added "the bigger institutions are following an account- 
ing system which is reasonably satisfactory. So far as the State 
Boards are concerned, I do feel that within a year we should be 
able to clear the back-log of accounts." 

460. The Committee enquired as to the machinery in the Khadi 
Commission for watching the p r o w  of work of the State Boards 
and for maintaining liaison between the CommisDdon and the Boards. 
The Member-Secreta~y, KVIC, stated that in some of the States the - 



ConMission had branch ofices with a skeleton staff. The Chairman, 
KVIC stat. that parties were also sent out by the Commission 
periodically tb examine the administrative and financial efficiency 
of the State Boards. 

4.61. The Committee pointed out that if some State Boards were 
not amenable to the financial discipline of the Commission, the Com- 
mission could withhold assistance to them and give if to the institu- 
tions through its State OfBces. The Chairman, KVIC stated that it 
would not be possible to finance the institutions under the State 
Boards, because the Commission did not know the financial outgoings 
from the State Boards to the institutions or the repayments by the 
institutions to the State Boards. 

4.62. The Committee suggested that a Special team of two or three 
&cers might be sent to the State Boards to persuade them to cam- 
plete the past accounts and to get the latest position. The Chair- 
man, KVIC stated that this would only be be an ad hoc method and 
the State Boards would try to transfer all responsibility to the Com- 
mission. He added that the Commission was thinking of compelling 
them to make up the accounts by introducing FA and CAO's. 

4.63. The F.A., KVIC stated that under the clause in the agree- 
ment relating to conditions of the loans and grants given to the 
implementing agencies the Commission had decided to conduct 
regular audit and inspection of the State Boards and it would be 
one of the prescribed functions of the Directors of Inspection. - 

4.64. The Committee feel that besides exercising financial control, 
%he Commission should also have an efficient machinery at its dis- 
posal to watch the progress made by the State Boards in theii work. 
They also suggest that the system of regular inspection of the State 
Roards by the ofecers of the Commission should be adopted on a per- 
manent basis with a view to examining the administrative and finan- 
cial efiiciency and the actual achievements of the State Boards. 

4.65. The Committee welcome the proposal to introduce Financial 
Adviser and Chief Accounts Officer in every State Board and hope 
that this would help in ensuring financial discipline and proper and 
upto-date maintenance of accounts. 

G. Co-operative Societies and Institutions 
Balances of loam outstanding against a few important Societies. 

% 4.86. (b) A few important societies, outstanding balances of 1- 
against which are large and which have also not confirmed till May, 



1965 the balbces  due from them for more than three years, ape de- 
tailed below: 
-- - --- --  - - - -  

S1. , Name of the Institution Outstan- 
No. ding ba- 

lance of 
loans as 
on 31st 

March'@ 3 

Amount 
ofloans 
overdue 
for reco- 
very as on 

1st March, 
1963 

----------------- L , ,  

(In lakhs of rupees) 
I Paschim Bengal Ghani Silpa Samabaya Maha- 

sangh Ltd., 14, Princess St., Calcutta . 
2 Saghan Kshetra Vikas Samiti,Dhanaura . . 
3 Saghan Kshetra Vikas Samiti, Ajagara . 
4 Saghan Kshetra Vikas Sarniti, Singhpurasani 

(Distt. Moradabad) 
5 Gram Udyog Mandal I'ukhrayan, Ranpur . 
6 Hadoti Khadi Gramodyog Sangh, Baran 

(Rajasthan) . 
7 Gram Sew Sangh, Mughaklyan, Howrah . 
8 Bhopal Rajya Khadi Gramodyog Sangh, 

Bhopal . 
9 Saghan Kshetra Vikas Samiti,Rudrapur . 

The transactions in respect of items (2) and (8) above v;ere the 
subject matter of comment by the Public Accounts Commit.tee vide 
para 64 of their 7th Report (Third Lok Sabha) and para 9 of their 
19th Report (Third Lok Sabha). 

4.67. Recovery of a large amount of overdue instalments of loan 
is also outstanding against Kasturba Seva Mandir, Rajpura; the 
amount of overdue instalments of loans which stood at Rs. 11 lakhs 
as on 31st March, 196.1 is stated to have increased to Rs. 22 lakhs 
as on 22nd July, 1964. It has been statad that the stocks of the 
institution covering the amount of default have been taken over 
and kept in the custody of the Commission, and that the institution 
has been permitted to receive stocks required for sale, on the con- 
dition that the sale proceeds will be remitted to the Commission. 
Under this arrangement, an amount of Rs. 11.83 lakhs is stated to 
have since been recavered as upto 31st March, lW; recovery of 
the balance is awaited (May, 1965). 



468. Im reply to Question No. ll(iii) (Appendix XI) the Com- 
mittee have been informed of the latest position with regard to 9 
Societies mentioned in the Audit Report. The Committee have 
llso been informed vide replies to Questions No. l l ( iv)  and ll(v) 
the position regarding Saghan Kshetra Vikas Samiti, Dhanaura 
Appendix XI) and Bhopal Rajya Khadi Gramodyog Sangh, Bhopal 
(Appendix XI). 

4.69. The Committee note that the amount of loan overdue for 
recovery from Paschim Bengal Ghani Silpa Samabaya Mahasangh 
Ltd., is Rs. 5.32 lakhs and the question of recovery is being pursu- 
ed with the liquidator as the institution has been taken into liqai- 
dation. It is also stated that the case of Gram Seva Sangh, 
Mughkalyan, Howrah is also being referred to arbitration. The 
Committee would like to be informed of the result of arbitration in 
due course. They would like the Commission to ensure that the 
arbitration proceedings are not unnecessarily delayed. 

4.70. With regard to Kasturba Seva Mandir, Rajpura, the Com- 
mittee have been informed in a written reply to a question that 
against the total defaults of Rs. 22.58 lakhs a sum of Rs. 8.27 lakhs 
remained unrecovered as on 31st Julv. 1964. It has further been 
stated that out of this, the amount of Rs. 5.79 Iakhs under Khadi 
Working Capital will form part of working fund and would not thus 
be returnable if particular levels of production ,sales are to be 
maintained which was under verification and the balance xnount of 
Rs. 2.48 lakhs under "Wool" loan lv i l l  be adjus:cd against the insti- 
tution's claims amounting to Rs. 2.63 lakhs. 

4.71. While the Committee note that the total default has been 
brought down substantially and the remaining unrecovered defaults 
a r e  likely to be adjusted 'cleared, they cannot appreciate that a 
total default of Ks. 22.58 lakhs was allowed to accumulate against 
the Knsturba Seva Mandal, Rajpura. The Committee would stress 
the need for takiig prompt action as soon as defaults are noticed so 
that such defaults are not allowid to accumulate in future. 

4.72.   he hdarsh Arnbar Sahakari Mandal received loans to the 
extent of Rs. 2.83 lakhs from the Commission during 1958-59 'to 
1961-62 and of Rs. 1.91 lakhs from Madhya Pradesh Khadi Ilr Vil- 
lage Industries Board. Against this total liability of Rs. 4.74 lakhs 
the Society is reported to have assets valued at Rs. 2.49 lakhs only. 
A complaint regarding mismanagement of the affair of the Society 



and loss of Rs. 2 lakhs was received by the Commission in May; 
1961, The report of the Joint Registrar sf Cooperative Socktier, 
who conducted an enquiry into the affairs is awaited (May, 1965). 
Meanwhile the management of the Society has been superseded and 
an Administrative Committee has been appointed by the Joint 
Re@strar in consultation with the State Board and the  commission^ 

4.73. The Committee had desired to know whether the report of 
the Joint Registrar of Cooperative 'societies who had been conduct- 
ing an inquiry into the affairs of the institution had been received; 
if so, what were the findings and what action had been taken on the 
report. The Committee find from the written reply to Question ' 
No. 16(v) (Appendix XVI) that the report of the Joint Registrar 
points out, inte~alia, the following irreguarities:- 

(i) Fictitious production and sales to the tune of Rs. 39,424.97 
and Rs. 1,25,192.75 respectively were shown in the bwks 
of accounts of the Society. 

(ii)' Another society the Laghu Udyog Sahakari Samiti Ltd., 
Ujjain was organised by most of the members of the 
Adarkh Ambar Sahaksri Mandal Ltd., Ujjain and has 
staff of the Arnbar Mandal obviously to show the ficti- 
tious printing, dyeing the  sewing work and to obtain 
bagus bills, for the same. 

(iii) Khadi hundies were not actually sold. The hundies were 
shown as handed over to some persons for effecting sales. 
The amount of hundies handed over to various persons 
for sales was debited against their names. Sales pro- 
ceeds of hundies amounting to Rs. 14,154.25 arc yet to be 
recovered. 

(iv) Hire purchase loan received by the Society was not fully 
utilised for the purpose for which it was given. 

(v) The land for construction of building was purchased from 
Ex-President of the society. 

A newly constituted managing committee is stated ta have sub- 
mitted its full report to the Assistant Registrar, Cooperative Socie- 
ties, Ujjain in August, 1965. The Managing Committee has suggest- 
ed the winding up of the affairs of the Society by taking it ints 
Uquidation at the earliest. The Managing Committee has atso sug- 
gested that the property of the Society be attached under the 
p e r b  delegated to the Assistant Registrar, Cooperative Societies 



under provisions of the Cooperative Act. The criminal proceed- 
ings against the oface bearers of the Society responsible for mis- 
management have also been suggested. Further development is. 
awaited. 

4.74, The Committee feel pertudmd that a society which is ex- 
pected to be manned by dedicated and devoted persons and workerc; 
has indulged in such serious irregularities as have been pointed out 
in the raport. This indicates the need to exereise greater scrutiny 
over the credentials of societies and institutions at the time of giw- 
Ing grantb/loarrs to them, and also to insist on proper and timely 
submission of accounts before releasing further graat s /hs .  

The Committee would like to be informed of the final outcome of 
this particular case. 

H. Transfer of work to State Boards 

4.75. Explaining the position of the State Boards uis-a-uis the 
Commission, the Chairman, Khadi & Village Industries Commis- 
sion stated that the 15 State Boards were responsible to their own 
legislatures. The question was how far it would be prudent for 
the Commission to take up the responsibility of setting right the 
affairs of the State Boards or follow up discussions in the State 
Legislatures. A certain formula was arrived at showing the res- 
ponsibility of the Commission after discussion with the C. B A.G. 
as to what extent the Commission would be advised to follow up 
this matter in relation to State Boards accounting to the State 
Legislature. When the Committee pointed out that since money 
was advanced by the Commission to the State Boards, the Cornmis- 
sion had a say in these matters as also the Central P.AC., the 
witness stated "at the theoretical level I perfectly agree with you." 
Asked how the Commission ensured the proper working and finan- 
cial accounting of the State Boards, especially where they flouted 
the wishes of the Commission, the C. & A.G. stated that this matter 
had been discussed by him with the Chairman of Khadi and Village 
Industries Commission and the position was as follows:- 

"State Boards are statutory bodies of the State Governments. 
Therefore, the State Governments are entitled to get a 
report from me or the Accountants General of the States. 
The relation between the Khadi Commission and the 
State Board is that of grantor and grantee. So to the 
axtent any grant given by the Commission is misused by 
the State Boards, it will come under the Audit purvlew. 



3n the Central Audit Report it will not be possible for mc 
to include all activities of the St& Boards as such. The 
activities of the State Boards as such are reported to the 
State Governments. They are their bodies." 

4.76. In reply to a question, the witness stated that at  ptesem 
%the Commission as well as State Boards had their direct institutiolw 
.which were producing trading Khadi. "Our whole idea is that the 
production work should be carried out by independent institutions 
o r  cooperative societies" and "now we are more or less making it 
a rule that neither the Khadi Commission nor the State Beards 
should have any direct production of trading Khadi." It would 
take 2-3 years before this rule came into force. 

4.77. The Committee desired to know the progress that had been 
made by the Khadi and Village Industries Commission in regard 
to the transfer of work relating to the financing of private institu- 
tions and the cooperative societies to the State Boards about which 
a decision was taken in 1959. The Joint Secretary, Department of 

.Social Welfare informed the Committee that the Khadi and Village 
Industries Commission had already made a beginning in Gujarat 
In regard to the difficulties in transferring the work to the State 
Boards, the witness stated that in those days the State Boards were 
in a formative stage. He added that the State Boards should be 
ready with their organisational set up to absorb the staff that would 
be transferred to them. As soon as the State Boards were ready, 
the work was handed over to them and the process was going on. 
The Chairman, Khadi and Village Industries CommisSion stated 
'that "the State Boards are st111 to come up to the level of expecta- 
tion. It  rvill ruin the cause of Khadi and Village Industries i f  we 
hand over these institutions prematurely to them." The work of 
the Commission had been transferred to the State Boauls of Guja- 
rat and Bihar in January and Aprll, 1965 respectively. The Com- 
mission was going to transfer the work to the State Board of 
Madras on the 1st April, 1966. Similarly the Commission had been 
negotiating with the State Board of Maharashtra to transfer the 
work and would perhaps be transferring the work of the Commis- 
sion to that State Board on the 1st April, 1966. 

4.78. On his attention being drawn to the following reply to 
question No. 5(b) (vi) furnished earlier to the Committee: 

"Meanwhile the conference of representatives of State Boards 
held at Jaipur in November, 1960, recommended that in 
the case of Village Industries also 'the Commission might 
directly deal with such of the old institutions. . . . ', . ", 



the chairman, Khadi & Villa& Industries Commission stated 
"i think it is a mistake. It is not the State Board; it is the All 
India Board." He added that the State Boards were not averse to 
taking over this responsibility. 

4.79. As regards the institutions, the witness stated that they 
were at various stages of growth. It  was the responsibility of the 
Commission to see that the work was transferred in a manner which 
did not upset the working of the institutions. The institutions had 
their branches, sub-branches, village level organisations and all 
these things had to be taken into consideration before arriving at a 
decision. Overall decision has however been taken that "wherever 
we transfer the Commission's work to the State Boards, we shall 
simultaneously be transferring, to begin with, the village indus- 
tries work to the State Boards." 

4.80. In reply to a question, the witness stated that the State 
Boards were brought into existence at various periods between 1959 
and 1962. The object of bringing them into existence was to ensure 
that the State Boards in course of time would be discharging the 
functions which the Commission had been discharging. 

4.81. The Committee then drew the attention of the witness to 
the  following recommendation of the Administrative Improve- 
ments Committee in 1965. 

"We are, therefore, of the opinion that the responsibility of 
imp1emen:ation of the programme must be entrusted to 
the State Boards. The Commission's Directcrate gives 
technical guidance to the Boards and their staff. They 
can also attend to the programme of planning. research 
and general matters pertaining to the supply of raw 
materials and marketing." 

The witness stated that there were some State Boards which 
were still in the process of finalising their accounts. There was 
considerable back-log in the case of some State Boards. The ac- 
counting system had to be brought upto-date. Financial Advisers 
and Chief Accouhts Officers had been appointed to tighten up the 
system. It would, therefore, not be advisable to rush up the thmg 
unless the accounting system was brought upto-date. On being 
asked whether, it would be correct to conclude that State Boards 
were not functioning efficiently and the Commission was convinced 
that any transfer of work to the State Boards would ruin the cause 
of Khadi, the witness stated, "I will not give a certificate of efli- 
ciency to all the State Boards." He added "but it is a different 



thing to say that they are inefficieht from saying that t h y  will take 
sometime before they are in a position to take over this work which 
is a detailed kind of work." So far as the efllciency of the State 
Boards was concerned, they could be divided into three cakegordes. 
"There are some State Boards where the situation is far from satis- 
factory; there are some State Boards which with a little grooming 
can come up and there are some State Boards which have reached 
a certain level of efficiency which can be called satisfactory." 

4.82 In reply to a question, the witness stated that the Commis- 
sion had not set any target date by which time all the work would 
be transferred to the State Boards. 

4.83. The Committee feel perturbed to note that it is admittecf 
on all hands that the working of most of the State Boards is far 
.from satisfactory. The Accounts also were not maintained pro- 
. p d y .  In these circumstances the Committee feel that t h e '  is not 
yet r i p  for the transfer of functions of the State o@c& of the 
Cammission to the State Boards. The Committee also feel that the 
Commission have to proceed cautiously in implementing the recom- 
mendations made in page 16 of the Administrative Improvements 
Coonmittee that the responsibility of the implementation of the pro- 
g3.a- must be entrusted to the State Boards, as in the minion 
of che Commission itself, "the weakest link in the organisational 
chain is the State Board." Unless therefore, the Commission are 
M y  s a t i h d  about the level of &ciency attained by State Boards,. 
it would not be desirable to hand over functions of the Commission 
(or its State offices) to the State Boards. It is, however, unfortu- 
nate that due to these shortcomings the functions bannot be trans- 
ferred to the State Boards and to that extent the duplicate organisa- 
tion and duplicate expenses would continue, for sometime at least. 

484. With regard to the State Boards, the Committee welcoine 
the statement made by the Minister of Commerce in the Lok Sabha 
on the 25th March, 1966 while replying to the Debate on the 
Demands for Grants that:- 

"I can say this; wherever the Khadi Commission or the Cent- 
ral Government linds that a State Board or even a few 
centres run by them are not being run in a proper 
manner, whether in terms of accounting or in terms of 
economics, I can glve this assurance that we shall get that 
matter examined thoroughly; if necessary, we shall close 
those centres or take over the work of that board;. . . . . , 
we would be prepared to appoint a reviewing connnittee 



of the Members of Parliament, the representative of the 
Stato Khadi Boards and the representatives of the Khadi 
Commission headed hy the Chairman and certain other 
knowledgeable people. . . . so that they can harmonise the 
relations. If there are any deficiencies found in the work- 
ing of the Khadi Commission, and if the relationship bet- 
ween the State Board and the State Government or 
between the Central Government and the State Boards 
and the State Governments, with respect to khadi is lack- 
ing in any better coordination, that committee can give us 
the necessary advice." 

4.85. As the Commission give grants and loans to the State 
Boards, their reqonsibility through the Ministry to Parliament , 

which votes the money remains. The Committee therefore, wel- 
mme the propwal of the Minister to set up a Committee for the 
putposes of reviewing the position and harmonising the relations 
between the State Boards and the Commission. The reviewing 
Committee should inter-alia, suggest measures for improving the 
position of the State Boards so that they can take over the respon- 
sibility of implementation of the programme as recommended by 
the Administrative Improvements Committee. 

I. Palm Gur Industry 

,Grants to a n  institution-para V (i) of Audit Report 

4.86. In  November, 1961 and May, 1963, grants amounting to 
Rs. 12,840 and Rs. 8,695 respectively were paid to an institution to 
meet the cost of plantation, maintenance etc. of 16,000 palm trees. 
Against this, only 10,200 trees were stated to have been planted, out 
,of which only 165 trees survived. In May, 1963 the institution was 
paid a further grant of Rs. 6 , N  for the maintenance of 165 trees. 

4.87. The Committee have been informed in reply to Qs. No, 17 (i) - 
17(iv) (Appendix XVII) that 10,000 trees were planted under the 
direction of two persons and this plantation did not succeed as the 
land selected for transplantation of grown up date palm trees proved 
unsuitable. The place was a rocky one, the trees got uprooted and 
there was lack of continuous watering after transplantation. The 
Corgmittee have also been informed that out of the further grant of 
RE. $400 given for maintenance of 165 trees, s u m  of Rs. 6,2% being 
&he Wance after the expenditure incurred has been refunded. 



4.88. The Ctmmittee regret to note that in thb crrse, almost the 
entire grant given fsr a specific purpose became infnt~hous. They 
also fail to understand the basis of the payment of the grant of 
its. 6,400 for the maintenance of 165 trees whieh was apparently 
excessive. Thc Committee hope that g r d r  care wodd be talcen in 
future in the matter of selection o£ site and of assessment of the 
quantum of grants, etc. and assistance of persons with knowledge of ' 

plantation and replantation would also be taken. 

Release of grant and loan-Para V (ii) of Audit Report 

4.89. On 2nd January, 1962 the Mysore Khadi and Village Indus- 
tries Board passed a resolution that in view of the unsettled policy 
of the Government of Mysore regarding future of Neera and Palm 
Gur  Industry, no money need be spent even though an  amount of 
Rs. 3.82 lakhs had been budgeted for during 1961-62. Immediately 
thereafter (18th January, 1962). the State Board resohed that whiie 
the  Palm Gur  schemes themselves were financially not sound and that 
no society could thrive if only manufacture of Palm Gur  was permit- 
ted-Neera and Palm Gur schemes being a composite scheme, the 
Palm Gur  Schemes might be continued during the year 1961-62. 

4.90. Accordingly, the State Board requested the Commission (27th 
January. 1962) to release funds for the development of Palm G r r  
during the year 1961-62. On a reference being made to them, the 
State Government communicated their decision to the Commission 
in April. 962 that no new Neera centres should be opened in the State 
and that renewal of licences in existing Neera centres should not be 
granted after the expiry of the existing period of validity. Never- 
theless. loans and grants amounting to Rs. 2.3!) lakhs and Rs. 1.44 lakhs 
respectively were released by the Commission to the State Board in 
July, 1962. 

4.91. In November. 1962, the State Government also communicated 
their decision to the Commission not to renew the licences of Neera 
centres with effect from 1st October, 1962 and stated that the grant 
of renewal of licences for tapping Neera for the manufacture of Palm 
Gur  was under their consideration. The Commission, however, rele- 
ased a further loan of Rs. 1.50 lakhs and grant of Rs. 0.84 lakh to the 
Board on 8th January, 1963. Immediately thereafter (31st January, 
1963) the State Board passed a resolution not to extend any financial 
aid to' Palm Gur societies. 

I i i 

492. No account of the utilisation of the amounts 'aggregating t o  
Rs. 6.17 lakhs paid under the scheme has been rCndered by the Boa& 
so far (May, I 965) . I P '  



4.93. The Committee h a w  been informed about the circumstances~ 
under which the  Commission released grants and loans in July,  1962 
and again in January, 1963 despite the communications from the State 
'Government in April, 1982 and November, 1962 respectively vide. 
reply to  Question No. 18 ( i )  (Appendix XVIII) . It has been stated 
that the main aim in releasing the funds for the manufacture. of palm 
gur and other products was to save the thriving palm gur industry in . 
the Mysore State and also a large number of tappers who were thrown 
out of job as a result of the introduction of the prohibition In Mysore 
State. I t  has further been stated that  the State Government have 
since accepted the State Board's request in recognising the State Board 
as recommending authority in the matter of issue of licences to the 
palm gur society. 

4.94. The Committee have also been informed in reply to Question 
No. 18(ii) (Appendix XVIII) that the total amounts of loans and 
grants paid in July,  1962 and the rest of the year (upto March 31, 
1963) were Rs. 7.23.3001- and Rs. 3,53,970/- respectively. The State 
Board disbursed to the Societies Rs. 35,7181- and Rs: 34.730.79 paise 
by way of loan and grant leaving unspent amounts of Rs  6.87.352/- 
and Rs. 3,19,239.21 paise. The unspent amounts were refunded to the 
Commission in December, 1963. The State Board has furnished so 
far utilisation certificates for an amount of Rs. 30.338.79 (Grant) .  
The State Board has intimated that action has been taken to obtain 
and verify utilisation cert~ficates for the remaining amounts from the 
Institutions to whom the loans and grants were d i sburs~d  

4.93. The Committee understand from Audit that before the 
rtalcase of fund\ in July. 1962, the State Board had with it unspent 
balances of R.;. 1.20 laklls (grant) and Rs. 3.14 lilkhs (loan) at  the 
end of 19fi1-62 (the refund of which according to the Commission's 
own statement was aqked for by the Commission in November, 1962 
and Fcbrunry, 1M3). In these circumstances, the Committee are 
unable tc discover any justification for the relcasc of further 1 0 ~ ; s  
and grants to the State Board in July, 1962. It is also clear that 
when ;rclcnw of further funds was made in January, 1!W, the loruls 
and grants paid in July. 1962 had not been fully utilised as unspent 
amounlq of Rs. 6,87,552 and Rri. 3,19,239.21 were refunded to the 
Commission in Jkcember. 1963 out of the total amounts of loans and 
grant* rmonnting to Rs. 10,77,000 paid in July, 1962 onwards. The 
Committee htrther understand that the State b a r d  was required to 
spend tbe loans and grants amounting to Rs. 3-83 lRkhs received from 
the Camnllssion in July, 1962 within three months of their dralsal 
and to rafgad any unspent balaqces. The Committte are surprised to 
find how further funds were advanced by the Commission to the State  



Board in Janudry, 1863 when the latter had neither utilised the 
amounts even dnring the six months which had elapsed nor had it 
refundcul tbe unspent balances. The Committee would like the 
Commission to ensure that previous grants/loans have been fully 
utilised by the State Boards, before releasing further grants/loans, to 
.the same institution or Board. 



MISCELLANEOUS 

A. Receipts and Payments 

Para I (i) of Audit Report 

5.0. A summary of the receipts and payments of the Khadi and 
Village Industries Commission during 1963-64 is given below. The 
figures for 1962-63 have also been indicated for the sake of compari- 
son. 

(In crores of rupees) 
- -- - -  ---- 

Receipts Pajments 

Opening Ba- I .  56 I .8h Payments to 
lance. institutions1 

State Boards 
etc. 

Receipts from 
Government : 

(t3Loans . 1 8 . 5 3  13.71 
( i i )  Grants . 9.02 10.07 

-27.55 -- 23.78 
(17 Loans 5 '  12 3-30 Net remittances 
(ii) Grants 10'00 10.50 to Commission's 
(iii) Advances own trading 

for trading units 0.08 t 
1-06 

Oper~tions 
of the Com- Administrative 
mission's own expenses of the 
units . . 0.50 Commission . I .47  1'57 

( j v )  Subsidy Interest on 
towards in- Govt. loans 2-10 2'55 
tcrest on Suspense 0.55 0.1s 
loans obtain- 
ed fromGovt. 2.09 2'34 Net ioss from - 17.21 - 16-24 trading opera- 

tions 0.03 . . 
Receipts from 

Institutions/ 
State Boards 
etc. : 

Closing Balance 1.86 1 . 3 1  

O Repayment 
of loans . 13 36 10.77 

59 



-- --- -. -. 
(i i)  Refund of 

unutilised 1.21 0.91 
grpntsetc. . -14-58 --11.68 

Miscellaneous 
receipts . 0.13 

Suspense . 0.16 

Net profit from 
trading opera- 
tions of the 
commission's 
own units . . . 

-. 0.29 

'Gross Payments . 
Less receipts . 

. Rs. 3 89 crores 

. Rs. 3.8 I crores 

tGross payments . Rs. 3 '47 crores 
Less receipts . . Rs. 2 41 crores 

--- - -- - - -- - - . -- - 
6.1. The Committee had desired to know the reasons for the de- 

crease in the payments to Institutions,/State Boards etc. to Rs. 23.78. 
crores in 1963-64 from Rs. 27.55 crores in 1962-63. In the written 
reply to  question No. 4(b) furnished to the Committee (Appendix 
1V) it has been stated that the decrease was due to the strict mea- 
sures taken against the Institutions/Societies which were in default 
in repayment of loans, and was not due to any curtailment of acti- 
vities. 

It has further been stated in reply to question No. 4(c) (Appendix 
IV) that the loans for 'Khadi and Village Industries' are interest f ree  
except the loans for 'Working Capital' (now working Fund) under 
village industries which carry interest at  24 per cent from the third 
year. The loans repaid amounting Rs. 13.37 crores in 1962-63 and 
Rs. 10.77 crores in 1963-64, however, do not include this interest. 

5.2. The Committee had desired to know the reasons why the re- 
funds and repayments of loans are allowed to be retained by t h e  
Commission and not required to be refunded or  repaid to the Crov- 
ernment. I t  has been intimated in reply to  question No. 4(d) that 
the procedure of not refunding the receipts (except interest receiv- 
ed) to the Government of India, but utilising them for further dis- 
bursements, was considered and decided at the Inter-Ministeriar 
Meeting held as early as on 22nd December, 1956 where represen- 

of Audit were also present. 



5.8. The Committee drew the attention of the witness to item 2(d) 
of Annexure G (Appendix XXXVI) on page 8 of the statement of 
Accounts of the Khadi & Village Industries Commission for the year 
1963434 and enquired whether the amount of Rs. 44,61,171 had been 
spent or was outstanding. The Financial Adviser, Khadi and Village 
Industries Commission stated that the amount represented the loans 
given for capital expenditure on construction of godowns and other 
structures. He further added that the amount was the total of the 
outstanding loans given for the purpose of construction of godowns. 

5.4. The Committee desired to know whether any investigation 
had been conducted to find out whether the godowns that had been 
constructed by the Commission or by other agencies had been fully 
utilised. The representative of the Khadi and Village Industries 
Commission informed the Committee that godowns were given de- 
pending on the increase in production. If the production went above 
a certain limit, then only a godown was given. Godowns were given 
for village industries for items where stocking of raw materials 
was necessary. The godowns provided in the initial stages had sub- 
sequently become inadequate in size. Additional funds were given 
later on to meet the expanded requirements. The witness stated that 
"to say that the godown capacity has not been fullv utilised is to a 
certain extent not proper " 

5.5. The Coinmittec pointed out that some loans or  grants were 
given for gcdowns for the Village Industries also and enquired as to 
why the same had not been shown in the statement of Accounts. The 
witness stated that in the case of Village Industries, it was a part of 
the industries programme. If some buildings were to be built, then 
some space or certain rooms were allotted for the godown. 

5.6. In reply to a question, the witness stated that the amount re- 
quired for godowns was sizeable in the case of Khadi and that was 
why it had been shown separately, but it was not so in the case of 
Village Industries. The Financial Adviser, Khadi and Village Indus- 
tries Commission added that the godowns were meant for intensive 
area. There were a specific number of schemes under Khadi. A num- 
ber of schemes were in operation under each of the Village Indus- 
tries. It would clutter up accounts, if it was shown separatelv and 
that was why they were shown in totality. 

5.7. At the instance of the Committee a statement showi~.!: the 
total amount disbursed so far (1954-55 to 1964-65) by the Commission 
on construction of godowns has been furnished (Appendix XXXIX). 
The Committee note that a total of Rs. 181.9S HSakhs has so far bQsat 



given as grants and loans for the construction of godowns. The Com- 
mittee are unable to appreciate the reasons advanced for not showing 
in the Accounts the &glues of grants/loans given to Village Industries 
for the constructian of godowns, specially in view of the fact that so 
far a total amount of Rs. 42.56 lakhs has been disbursed by the Com- 
mission for this purpose, according to the statement furnished. The 
Committee would therefore desire that the figures relating to cons- 
truction of godowns in regard to Khadi and Village Industries should 
be fully and clearly indicated in the Accounts of the Commission. A 
separate register should be maintained giving details of each godow11 
so constructed. 

5.8. The Committee referred to the recoinmendation made by the 
Working Group on Khadi and Village Industries in para 5.9 of their 
Report that-"We would also suggest to the Commission to examine 
the need for continuing the subsidy at as high a rate of 50 per cent 
as the godowns are to be used for a commercial purpose and cannot 
be considered as a part of promotional or developmental activity" 
and desired to know why this recommendation had not been accepted 
by the Commission (vide page 830 para 78 of "Comments of the Khadi 
and Village Industries Commission on the Report of the Working 
Group"-January, 1966). 

5.9. The Chairman, Khadi and Village Industries Commission in- 
formed the Committee that the volume referred to contained the 
comments of the Khadi and Village ~ndustries Commission. The 
Commission had gone into'the details of every recommendation. The 
witness added that in regard to the question of godowns, there were 
places where alternative accommodation was not available. In big 
towns and even in urban areas there might be places where alterna- 
tive accommodation would not be available for storing of oilsecds or 
paddy. There was hardly accommodation in some of the Villages for 
the people to provide for their families. He added that "in such 
places, for the Commission to enter into commitment that we shall 
not give any godowns would, in my opinion, hamper the programme." 

5.10. The Committee note from the Commission's views recorded 
in pages 83-84 of "Comments of the Khadi and Village Industries 
Commission on the Report of the Working Group" that the Commis- 
sion is considering the question of provi'ding premises on a hire- 
purchase basis instead of 50 per cent grant and 50 per cent loan and 
even of providing some kind of portable type of sheds etc. 

5.11. The Committee would like to suggest that the feasibility of 
impkmmting the rseotnmendrtion of the Working Group that "M 



fur at accommodation for storage, of raw materials and 
finished products of Khadi and Village Industries should be hired" 
should be considered. The Committee hope that a suitable solution 
to the problem of godowns will be found Commensurate with 
economy in expenditure. 

B. Estimates of Departmental Receipts 

Para I (iii) of Audit Report. 

5.12. The following table shows that the Commission's estimates 
of departmental receipt? (mainly refunds and repayment of loans 
advanced by the Commission which are not required to be paid to 
the Government) have been generally under estimated during the 
three years ending with 1963-64: 

Year Original Revised Actuals 
Estimates Estimates 

- - -  - 

(In crores of rupees) 

Khadi 

Viilage 
Industries 

5.13. The reasons for variations in the estimates and actuals have 
been explained to the Committee in a written note in reply to Ques- 
tion No. 6 (Appendix VI). The Committee hope that the normal 
tendency to under-estimate departmental receipts will be avoided in 
future. 

5.14. With regard to loans repayable by the State Boards etc. it 
has been stated that the terms and conditions of the repayments are 
got accepted by the loanee State Board/Institutions/Societies before 
release of funds. Due dates for repayment are watched through 
ledger accounts maintained by the Commission in respect of each 
loan. Notices are sent about 2 months in advance of the due dates 
to the parties concerned although the loanees themselves are requlre- 
ed to watch and repay the loans on due dates. 

5.15. The Committee are informed that the progress is reviewed 
e e r y  month in the meeting of the Commission that a consolidated 
statement showing the overdue amounts of loans from the State 



Boards Institutions/Societies is also prepared every six months and 
placed before the Commission, and that special efforts are made 
through Industry/Pro@;ramme Directors and State Directors of the 
Commission for effecting recovery of the same. Legal action is also 
taken wherever necessary. The Committee are given to understand 
that there is, however, need to amend the legislation to remove a 
legal lacuna in the matter of recovery of these dues as arrears of 
land revenue. The Committee hope that early steps would be taken 
to amend the legislation to remove the legal lacuna in this regard. 

5.16. There was wide variation between the original estimates, 
revised estimates and Government sanction for Khadi and Village 
industries as follows: 

Khadi . Soo.oo 874.00 1068.82 

5.17. The Committee enquired as to the reasons for the wide varia- 
tion between the figures of original estimates, revised estimates and 
the Government sanction in the Budget Estimates and Disburse- 
ments for Khadi and Village Industries for the year 1963-64. The 
Chairman, K.V.I.C. stated that the reasons for 1963-64 had been ex- 
plained in reply to Queskion No. 4(e) (Appendix IV).  In 1964-65 
there was not so much variation. 

5.18. Asked whether the Commission was empowered to give 
money to the institutions in excess of sanction in the budget, the 
Secretary, Commerc? explained that in that year there was a change 
in the method of giving subsidy. Government sanctioned from con- 
tingency fund a sum of Rs. 160 lakhs, which later on was placed 
before Parliament for its approval. This was necessitated because 
of a decision that in relation to the earlier production subsidy should 
be given. Finances required were much more than original esti- 
mates. 

5.19. When asked whether the Commission spent the money after 
EsSting the budget approved by Government, the Secretary, Com- 

raplied in tfio aibzmtive. 



5.20. In reply to question No. 4(e) (ii) and Question No. 6 (Appen- 
dices IV and VI) the steps taken to improve budgeting technique 
have been described. The Committee note however that the follow- 
ing are the figures of original budget estimates, revised estimates and 
"Government sanction in respect of Khadi and Village Industries 
during the years 196.1-62 to 1964-65: 

Original Revised Govt . 
Year budget estimates sanction 

estimates 

Khadi . 1961-62 . ; 1187-00 880.50 955.50 
1962-63 . . . 982.00 962.00 1257.00 
1963-64 . . 800.00 874-00 1068.82 
1964-65 . 993'00 . . 993'* 

'Village In- 1961-62 . . 420.00 627.00 517.00 
dustries 1962-63 . . 625.00 550.00 280.00 

1963-64 . . 550.00 381 361.00 
196445 - . joo.00 . . 500.00 

5.21. These figures indicate that there is much scope for improve- 
ment in budgeting techniques. It appears to the Committee that the 
steps taken are not adequate and suggest that further action should 
be taken to make the budgeting more precise. 

C. Renewal of Loans 

Para I (iv) of Audit Report 

5.22. In October, 1964, the Government granted a renewal up to 
30th September, 1969, in the first instance, of the loans amounting 
to Rs. 34'02 crores which had fallen due for the repayment by the. 
Commission up to the 30th September, 1964; the Commission had 
represented that the institutions dealing with the Khadi and Village 
Industries would not be in a position to repay these loans (which 
mainly constituted their working capital) so long as their present 
level of activities continued. 

7"CI 

5.23. In para 45 of their 38th Report, the Public Accounts Com- 
mittee (1964-65) recommended that Govenunent should examine in 
detail the financial implication of the proposals of the Committee al- 
ready appointed by the Commission to work out a scientific basis of 
.capital requirements, before accepting a particular figure as Work- 
3ng Fund. 



5.24. The existing system of advancing loans is as fallows: 

"The State Boards and the inktitutions implementing the Khadi 
and Village Industries programmes obtain loans from the 
Commission for working capital. The State Boards dis- 
burse these loans to the cooperatives and institutions ex- 
cepting to the extent retained by them for the programmes 
undertaken by them directly. In addition, loans are given 
for the purchase of raw materials required for the produc- 
tion of Khadi and Village Industries. There are sometimes 
occasions when on account of lean marketing seasons o r  
on account of such other temporary difficulties, the capital 
of the State Boards and the institutions is locked up and 
they experience difficulty in continuing production. In 
order to tide over such exigencies, the Commission makes 
available temporary loans for a period of 6 months. 

The loans for working capital for the production of Khadi a re  
interest-free and are repayable in 10 years. These loans 
are technically repayable at the end of the first year, but 
if 10 per cent of these loans is repaid the remaining 90 per 
cent can be renewed. Loans for working capital for village 
industries are repayable in 5 years. They are interest-free 
for the first two years and thereafter bear 2+ per cent in- 
terest. 30 per cent of the loans is repayable at  the end of 
the third year, another 30 per cent a t  the end of the fourth 
year and the remaining 40 per cent at  the end of the fifth 
year." 

5.25. It has been stated in the Annual Report 1964-65 of the Khadi 
and Village Industries Commission that the Commission introduced 
the working fund system in October, 1964. This arrangement was 
designed to ensure that the disbursements were related to production. 
The Committee had desired to know what action had been taken on 
the recommendation of the Committee made in para 45 of their 38th 
Report (1964-65) relating to the working funds for the Commission. 
In a written reply to a question furnished to the Committee by the 
Department of Social Security it had been stated that the Committee 
appointed by the Commission to work out a scientific basis of capital 
requirements, had given its report in regard to "Cotton Khadi" in 
May 1965 and that it was at present working out the formula in re- 
gard to "Silk" and '.'Woollen" khadi. The Committee desired to know , 
when a flnal decision was expected. The Chairman Khadi & Village 
Industries bmmission stated that after the Report was received ft 
ha&@,% #hlated to members, institutions and it took some time to 



find out their. rewtions. The Commission was now furmulating ~ t s  
views after hearing the views of the K & V. I. Board and the insti- 
tutions. The Report had been accepted with some modifications. 
Asked whether on the basis of the formula accepted the Commission 
w d d  require more funds than what had already been given, the 
witness stated that broadly it would be possible to manage with the 
funds with about 5% variation on either side. 

5.26. He added that the same Committee was finalising proposals 
on silk and woollen khadi. In the case of wool and silk the number 
of institutions were less and therefore it would be a speedier process. 

The Commission introduced the Working Fund system in October, 
1964. This arrangement is designed to ensure that the disbursements 
are related to production. It  will also facilitate exercise of periodical 
checks and ensure that State Boards and Institutions are left with 
only necessary funds. 

5.27. The Committee desired to know if in the working fund, pro- 
vision was made only for the actual amount required by the Insti- 
tution or profits or other charges were also provided for. The repre- 
sentative of the Khadi & Village Industries Commission stated that 
working fund was given to maintain production or sales and when 
expansion of production took place, capital was given in instalments 
for the expansion programme. Working Fund was not given for raw- 
materials. "But the working fund is maintained by the Commission 
because the raw-material to be purchased has to be purchased one 
year in advance. The Khadi Commission arranges for purchase of 
raw material and for that they would have to pay out of the working 
fund." Asked about percentage of value of production given as 
Working Fund, he stated that it was about 45 per cent. 

5.28. In reply to a question as to how the value of production was 
fixed, the Committee were informed that in fixing the value of pro- 
duction "cost of raw material wages and establishment cspenditure" 
were taken. "Cost of the market price is fixed according to value 
of cost of raw material, cost of production plus establishment expen- 
diture. The Certification Committee laid down the cost structure 
and it was followed. The pattern of assistance was a margin of 20 
per cent for the expenses oE the institutions in the production and 
sales of khadi and for capita1 formation from production upto retail 
sale. This was inclusive of establishment. 

5.29. The Committee referred to the pattern of assistance for work- 
ing fund according to which 40 per cent of the estimated value of the 
retail sales was given and inquired how this was arrived at. The 



representative of KVLC stated that it was per year. If, for example, 
the sales were estimated at Rs. 1 crore, the Commission should give 

' 

Rs. 40 lakhs. If capital was required, it would be 40 per cent of their 
total retail sales. Re admitted that according to their scheme, so 
far as Sales Depots were concerned they need not put any money of 
their own, but the Commission would go on advancing them 100 per 
cent. In reply to a question whether 40 per cent was given irrespec- 
tive of the stocks held by the Depots, the witness replied in the 
affirmative. He added that according to IJhadi Scheme, the capital 
,available with the Sales Depots was also taken into consideration 
while making available the funds. 

5.30. After deducting the amount available, the balance was given. 
In  that case, the Committee inquired whether it would not be better 
if the assistance was related to the stocks kept rather than to the 
sales turnover for the whole year, so that the assistance was linked 
not only with the sale in the previous year, but also with what was 
expected to be sold during the current year. The representative of 
the KVIC agreed that it was "a worthwhile suggestion." 

5.31. The Committee recommend that the assistance to the sales 
organisation should be related to the stocks kept rather than to the 
sales turnover at the end of the year. 

5.32. The Committee desire that the entire work relating to the 
working out the scientific basis for the fixation of the Working 
Fund should be completed without further delay and the result 
communicated to the Committee. 

5.33. In a written reply to a question whether some institution 
have obtained, according to the formula adopted by the Commission, 
a sum of nearly 50 per cent more than what they were entitled to for 
Working Capital loans, the Committee have been informed (Appendix 
VII) that sometimes the institution do come into possession of funds 
larger than all their activities justified. It  has however been stated 
that it cannot be said that they are as high as 50 per cent more than 
what the Institutions are entitled to. Wherever such excess capital 
is spotted, action is taken to recover the surplus capital from the 
Institutions. 

5.34. The Committee would like to invite attention in this con- 
nection to the following passage in para 11.12 of the Repart of the 
Working Group on Khadi and Village Indwtrieu: 



formula adopted by the Commission a sum of nearly 50 
per cent more than what they are entitled Lo. This 
position certainly needs looking into." 

As there is no mention about this aspect in the comments of the 
Khadi and Village Indupitries Commission on the Report of the 
Working Group (Page 139), the Committee hope &at the Commis- 
sion would look into this aspect so as to reconcile the written reply 
furnished to the Committee. 

5.35. The Committee note, however, that With regard to the 
observation of the Working Group made in para 11.12 of their 
Report, the Commission have expressed the view "in any case it 
appears that the total volume of wbrking capital for production is on 
the higher side. This problem, however, is being examined by the 
Working Capital Committee." The Committee trust that the in- 
balance pointed out by  the Working Group will be rectified. 

5.36. The Committee referred to the written reply furnished to 
the Committee in respect of question No. 7(iii) (a) (Appendix VII) 
and pointed out that the Certification Committee allowed 20 per cent 
by way of overheads etc. and this figure included an element of 
interest to the extent of 1 per cent. The Committee desired to know, 
since a s:ibstant~al portion of the capltal was provided by the Com- 
mission, whether any interest was charged bv the Commission. The 
representatwe of the KVIC stated that "lt is a very odd situation. 
This is the break-up of the All India Charkha Sanqh which was having 
branches all over India. Most of their loans are interest free. In 
calculation they charge this 1 percent. Out of this 1 percent, they 
are meeting the Central Offlce expenditure". He added that the break 
up of the figures that was given was all right in 1930-36. but today 
the salaries, rent, provident fund and others, came to 10 per cent. 
When the Committee pointed out that the figures should be realistic, 
the witness agreed that they should be revised. 

5.37. The Chairman, KVIC added further that 20 per cent was the 
ceiling that was allowed to be charged by the Institutions. The Certi- 
fication Committee had also evolved another safeguard. If for 
example as a result of charging this 20 per cent an institution made 
some saving, this saving could not be used as an asset to the Institu- 
tion but had to be spent for the benefit of the spinners and the 
weavers. 

5.38. The Chairman, KVIC stated that the term "cost chart" as it 
ww understood in the o r m s e d  sector was different. Moreover, 
*Y had not set apart my percentage for bad debts. Authority had 



been given to write off. He added "this is a branch in which we 
shall have to look it up  not from the terms that we use for the or- 
ganised sector and yet introduce some 01 the heaithy elements for 
bringing about economic discipline." The Committee pointed out 
that if the accountancy system was properly organised, most of these 
things .would automatically come to notice of the Commission and 
something should be done in this matter since many years have 
already passed. The witness stated "I have no hesitation in agreeing 
that it is high time that this has to be done." 

5.39. Asked about the percentage allowed to the Trading Agency 
for making profits on sales, the representative of KVIC stated that 
there was a production unit to sellathe goods to the sales agency. The 
institution which produced Khadi charges 20 per cent and out of that 
discount was given for the sales and this was allowed under certi- 
fication rules. "That is why the price at  the production level and at 
the sales level is the same for Khadi." 

5.40. The Committee referred to the Trading Account for 1964-65 
according to which the sales were worth Rs. 6.30 crores. The com- 
mission, discounts, e t ~ .  allowed was Rs. 30 lakhs and odd and desired 
to know if this was in addition to the 20 per cent discount which was 
normally allowed. The witness stated that subsidy was also given. 
That was an additional item. Asked whether they were giving some- 
thing in addition to 20 per cent the Chairman KVIC stated "that i s  
true." The discount that was given for sales out of 20 per cent was 
one portion and the grant or subsidy that was given on production 
for meeting the loss, incentives, etc. was another. He added that in 
the case of cotton khadi a sale rebate of 9.3 per cent was allowed and 
on silk at 121 per cent. 

5.41. The Committee are surprised that the Commission should have 
continued to adopt this formula evolved during 193036, which had 
become completely out-moded and which had no relation to reality. 
The Committee desire that the position should be mamined so as to 
makc the formula realistic on the basis of present day conditions. 

5.42. The Committee drew the attention of the witness to the 
following portion contained in para 3.35 on page 30 of the Annual 
Report, 1964-65 (Advance copy) of Khadi and Village Industries Com- 
mission: 

"Especially we would like to draw the attention to the gradual 
fall in the ratio of percentage of grant to production. . . . . 9 )  

The Committee pointed out that from the percentages that had 
been worked out on page 35 (item 7-Table 3) of the Report it had 



been found that the fall was not gradual. The Chairman, Khadi and 
Village Industries Commission informed the Committee that the year 
1963-64 was the last year of the sales rebate scheme and the year 
1964-65 was the first year of the weaving subsidy scheme. At the 
dose of the year 1M3-64, sales rebate for the outstanding stocks had 
been paid. 

5.43. The Financial Adviser further added that the Commission 
had to pay for the rebate on the existing stocks of Khadi because of 
the change over from one system to another. If the weaving subsidy 
scheme had not come into being, the sales rebate would have been 
paid in the normal process over a period of years and the reduction 
in the earlier two years would have been maintained. 

5.44. The Committee drew the attention of the witness to the 
statement on page 87 (item 4) of the Annual Report, 1964-65 wherein 
it had been stated that the value of production was Rs. 2273.04 lakhs 
and enquired as to how it compared with the following figures of 
value of production that had been shown on pages 81-82 of the Report 
(paras 12.7, 12.8 and 12.9): 

Cotton Khadi Rs. 1455.53 lakhs 
Woollen Khadi Rs. 470.31 lakhs 
Silk Khadi Rs. 172.54 lakhs 

Rs. 2098.38 lakhs 

5.45. The Chairman, Khadi and Village Industries Commission 
referred to para 12.6 of the Annual Report and informed the Commit- 
tee that formerly the label price included 20 pen cent more which 
was subsidised. There was some difference between the label price 
before the weaving subsidy and after the weaving subsidy. In post 
1964 sales, the label price would be minus the weaving subsidy. 

5.46. The Committee referred to para 12.21 on page 86 of the 
Annual Report and desired to know whether the quantum of grant 
was normal in the case of Village Industries. The Chairman, Khadi 
aild Village Industries Commission, stated that the quantum of grant 
was comparatively small but not nominal. 

5.47. The Committee find from Table 3 (page 35) and Table at 
page 87 of the Annual Report, 1964-65 of the KWC, that the value of 
production and sales has been given under item 6, taking production 
plus sales as one turnover. Since the Tables give separately value 
of production and value of sales, the Committee are unable to under- 



stand the need fo r  this item. In para 12.23 8f the Annual Beport, 
1964-65, the turnovet has been taken as prodaction plus sales. The 
Committee considw this as misleading. The turnover ef an organi- 
sation should be the production only to assess the correct 
achievement. The Committee note that it i~ not easily possible to 
have a clear idea of the total value of production of Khadi as against 
the financial assistance given from the existing Annual Report 1904- 
65 (Advance Copy) and the tables included therein. In order that 
the reader may have a clear idea about the achievements of the Com- 
mission vis-a-vis financial assistahce given by the Government the 
figures given in the tables and the figures given in tha Report itself 
should not be at variance. In this connection a note explaining 
item 7 in table 3 of page 35 of the Annual Report 1964-69 and recon- 
ciling the figures with the statement made in the para 3.15 of the 
Annual Report has been received and is at  Appendix XL. The Com- 
mittee are  glad to note that in the revised Annual Report, 1964-65. 
the Tables rsferred to have been suitably revised. 

5.48. At the instance of the Committee another note showing the 
total value of production of Khadi & Village Industries yearwise and 
item-wise from the inception of the Board/Commission to-date as  
against the financial assistance given year-wise and item-wise has 
been furnished (Appendix XXTTI). I t  has been stated therein that the 
financial assistance granted by the Commission as well as repayments 
are not recorded in the Commission's books separately for production 
and sales. This will however be done from the next year.. 
I t  is unfortunate that the books of the Cornrnission had not been. 
showing separately the financial assistance granted by the Commis- 
sion and the repayments, so far. The Committee would like to be 
apprised of the rectification of this defect. 

D. Working results-Trading Units. 

Para II (b) of Audit Report. 

5.49. During 1963-64, the Khadi trading units of the Commission 
made a net profit of Rs. 11.52 lakhs as against a net loss of Rs. 4.27 
lakhs during 1962-63. This comprised: 

(i) profits of Rs. 17.19 lakhs from 18 units (working out to 4.58 
per cent of the capital invested). The ' profits accrued 
mainly on the A/T Scheme for supply of Khadi for Govern- 
ment requirements (Rs. 10.55 lakhs) and on sales in the 
New Delhi Emporium (Rs. 3.64 lakhs); and 

(ii) losses totalling Rs. 5.67 lakhs incurred by 12 ~11iis (working 
out to 8.26 per cent of the capital invested). The losses 



mainly occurred in Bengal and Assam (Rs. 3.38 lakhs) and 
in the Cannanore Scheme (Rs. 1.03 lakhs). 

'me Village Industries trading units made a net profit of Rs. 22,868 
as against Rs. 49,418 during 1962-63. This was made up of:- 

(i) Profits amounting to Rs. 41,323 from 8 units (working out 
to 5.49 per cent of the capital invested) ; and 

(ii) loss of Rs. 18,455 incurred in 3 units (working out to 3.23 
per cent of the capital invested). , 

5.50. The details of the results of trading operations of the Com- 
mission at the end of the year 1963-64 are given in Appendix XLI. 

5.51. The ,Committee referred to Annexure 'F' (Appendix XLI) 
(statement giving the results of the trading operations of the Com- 
mission at the end of the year 1963-64) to the Annual Accounts of 
the KVIC for 1963-64 and desired to know why the results of work- 
ing of many centres (Units) were not given i.e. S.  Nos. 4, 5, 6, 7, 9, 
10 and 11. The Financial Adviser stated that they were not trad~ng 
operations proper. They were cnly q ~ v e n  certain advances cut of 
the trading funds for purchase and sale. Asked why in that case, 
advances were made from the trading fund and why they were in- 
cluded in th;s statement, the representative of KVIC stated that when 
Government of India gave funds, and the Khadi & Village Industries 
Board became the Commission, this fund was called the trading fund. 
When the State Offices of the Commission had to purchase cotton, 
money was released from this fund and as and when the l o i ~ : ~  wtre  
given this amount was recovered. 

5.52. The Committee desired to be furnished with a note indica- 
ting what was the percentage of loss on production and sale in the 
case of Trading Units in West Bengal and Assam in 1963-64. The 
note has been received (Appendix XLII). 

5.53. The Committee find from the statement furnished that in , 
the case of the Trading Units in West Bengal and Assam the quantum 
of 10s.; sustained is gradually increasing. The Committee desire lhet 
a thorough examination of the working of the Trading Units which 
are running at losses should be undertaken so that remedial action 
can be hken promptly to prevent losses. It is needless to point out 
that the Trading Units should be so run as to make profits. If they 
fail to do so, the question of closing them down should be examined. 



5.54. No decision on the question of apportionment of the profits 
arising from Government purchases between the Commission and 
the Government has been taken so far, although in para 25 of their 
42nd Report (Second Lok: Sabha) the Public Accounts Committee of 
1961-62 had desired an early decision to be taken in the matter. 

5.55. The Committee had recommended in para 25 of their Forty- 
Second Report (Second Lok Sabha) that the Government should 
take an early decision about the apportionment of the trade discount. 
In reply to a question as to the reasons for not taking any action so 
far on the recommendations made by the Committee of 1961-62, the 
Committee have been informed in a written reply to Question KO. 
8(i) (Appendix VIII) that the question was discussed at a meeting 
by the representatives of the Ministry of Industry, DGS&D, Khadi 
and Village Industries Commission and Accountant General, Com- 
merce, Works and Miscellaneous, on 20th November, 1963. It  was 
then decided that the Chief Cost Accounts Officer of the Ministry 
of Finance should examine this matter and decide in consultation 
with the Financial Adviser and Chief Accounts Officer of the Khadi 
Commission, the quantum of expenditure that can legitimately be 
debited to the trading activity of the Commission. The Cost Ac- 
counts Officer of the Ministry of Finance visited the Commission's 
Office for collection of certain information in this regard. He has 
now furnished his report on which Government has asked the cdm- 
ments of the Commission. 

5.56. Thc Committee feel perturbed to note that so much dclay 
has occurrcd in coming to a decision about a simple matter. They 
would likc this matter to be finally settled expeditiously. 

5.57. Asked to explain the surplus of Rs. 10,54,771 shown against 
A/T ,Section under "Central Supply Committee" in the same state- 
ment (Appendix XL) in the -4ccounts, the Chairman, KVIC stated 
that this related to the supply of goods to the Government. It was 
still under dispute as to whethcr the Commission were entitled to 
this amount or not. I t  was the difference between what the Com- 
mission paid to the institution and what the Commission charged to 
Government. The argument of Government was that either the 
Commission should not charge the Government under the establish- 
ment head for organising those purchases (as was being done) or 
that amount should be given to Government. 

5.58. Thc Committee desire that the point of dispute with rogard 
to supply of goods to the Government should be settled at an early 
date and the position regularised. 
j 



5.59. The Committee referred to the position of k s o l d  stock to 
the extent of 50 per cent l'n 1963-64 and diesired to know why in that 
case targets should be fixed at higher level. The Chairman, Khadi 
& Village Industries stated that this question was being discussed 
with the Planning Commission. He added "I will assure the C m -  
mittee that we shall not plunge into increased production unless we 
have assured that there is market for the goods." He stated further 
that the Natu Committee report provided for utilisatim of percentage 
of yarn either for reservation articles or for particular varieties 
which would be covered by the reservation or for some other mat- 
ters. This might be followed by the Commission. 

5.60. The Committee are glad te be aesured that the Co-sion 
will not plunge into increased. production unless they had assured 
ehst &ere was market fox the goods.' 

5.61. The Committee referred to the reply given to Question Na. 
24 (v) (Appendix XXIV) and wanted to know why the sales in  Bom- 
bay were so meagre. The Committee were informed that there were 
not the sales of Bombay Gramodyog Bhavan which was not directly 
under the Commission, but of "Apani Dukan", a small shop in the 
Commission's own premises. The policy was that where there were 
institutions capable of selling, the sale was entrusted to t hem 

5.62. In this connection the Committee find from Annexure K to 
the accounts that the Director Trading Calcutta held surplus Khadi 
stocks worth Rs. 9,52,311 both at the beginning 'and close of the year. 
Similar was the case with Director, Kakinada the worth of surplus ' 

Khadi stock being Rs. 15,05.297. 

5.63. The Committee would like the Commission to look into the 
acoumulation of large stocks in the Andhra and Calcutta Emporia 
at any early date and take suitable remedial measures so that there 
is no financial loss due to deterioration in the accumulated stock. 

5.64. In the table at page 87 of the Annual Report, 1964-65 (Advance 
copy) of the KVIC, the production in 1961-62 was Rs. 1690 lakhs but 

, sales were Rs. 1877 lakhs. In 1962-63 the production was Rs. 2121 
lakhs but the sales were Rs. 2036 lakhs. In 1964-65 the production 
was Rs. 2273 lakhs and the sales were Rs. 2439 lakhs. 

5.65. The Committee pointed out that sales were shown as almost 
more than the production. But if the figures of stock (Rs. 13.86 
crores in 1963-64 and Rs. 11.35 crores in 1964-65) given at page 43 
of the Annual Repart were taken into accounts, it would appear as 
106 (Aii) LELe 



if the Commission were making huge profits. The Chairman, KVIC 
invited attention to the penultimate line fn para 12.10, page 83 of 
the Annual Report wherein it was mentioned that after making 
allowance for reduction in sale price, the estimated/sales of Khadi in 
1964-65 was Rs. 2112 lakhs (equivalent to Rs. 2439 lakhs under rebate 
system and stated that the Table referred to by the Committee only 
showed comparative functioning between 1963 and 1964-65 and assur- 
ed the Committee "there is no profit in this business". The Commit.- 
lee suggest that in order to give a clear idea, the statement should 
include two more i temsapening stock as well as closing stock. 

5.66. The Committee then referred to para 5.2. page 43 of the An- 
nual Report, 1964-65 wherein it was indicated that stock of Khadi had 
gone down by Rs. 2.51 crores and pointed out that according to the 
trading account for the year ended 31st March, 1965, there was an 
increase of Rs. 1:07 crores. The Financial Adviser promised exam- 
ine the reasons for this increase and furnish a note to the Commit- 
tee. It has been stated in a note furnished (Appendix XLIII) that 
the figures of stocks of Rs. 11.35 crores on 31st March, 1965 and 
Rs. 13.86 crores on 31st March, 1964 appearing in para 5.2. on page 43 
of the Annual Report of the Khadi & V.I. Commission for 196465 do 
not include the figures of stocks pertaining to direct trading activi- 
ties of the Commission. 

5.67. The Committee suggest that in future the Annual Report to 
the Khadi Commission should also include in the statement relating 
to details of the "disbursements as percentage of turnover", the 
figures of Gpening stock as well as closing stock. This will give a 
clear picture of the correct position. 

5.68. The Committee further suggest that the figures of stock of 
the Khadi shown in the Annual Reports should also include the 
figures of stock pertaining to direct activities of the Commission. 

E. Acceptance of balance, reconciliation etc. 

Para VI of Audit Report 

5.69. A total amount of Rs. 46.53 lakhs has been shown in the ac- 
counts as the imprest cash balances as on 31st March, 1964 compris- 
ing rebate/subsidy imprest (~s . '38.35 lakhs) Khadi imprest (Rs. 0.26 
Id&) and Village Industries imprest (Rs. 7.92,lakhs). Acceptances 
of balances have so far (May, 1965) been obtained only in respect of 
18 offices out of 72 offices holding the imprest. Besides, the figures 
of imprest in respect of Khadi & Village Industries as shown in the 



accounts do not tally with the figures as separately available on the 
records of the Commission as shown below:- 

Figures shown in the Figures as available on Bfference 
available accounts the records of the 

Commission 

Rs . 
Khadi 26,218 
Village Industries 791,320 

5.70. The Committee have been informed in reply to Question No. 
19(i) and 19(ii) (Appendix XIX) that the work of reconciliation 
taken up in the month of July, 1964 has so far been completed in res- 
pect of 38 offices. Six State offices have been closed down and have 
refunded the imprest balances. The delay in completion of the work 
of reconciliation is stated to be due to the fact that transactions for 
all the years upto 1962-63 need to be gone through. The Committee 
have further been informed that the remaining 28 departmental 
of3ces have been impressed upon to expedite the work of reconcilia- 
tion and confirm the balances. The Committee hope that this work 
would be completed exjditiously. 

F. Subsidised Sales of Sub-Standard Khadi 

5.71. In reply to Q. No. 23, the Committee have been informed 
of the position regarding subsidised sales of sub-standard Khadi 
(Appendex XXIII) referred to in para 10 of the 19th Report of 
P.A.C. (Third Lok Sabha). 

5.72. The Committee referred to the following observations made 
by the Working Group on Khadi and Village Industries in para 11.85 
of their Report on disposal of accumulated stocks of Khadi as also 
the passage in para 5.6 (page 44) of the Annual Report for 1964-65 
of KVIC and desired to know the present position:- 

"Since the Public Accounts Committee of Parliament has al- 
ready criticised the Commission for the transactions in 
regard to disposal of accumulated stock of Khadi, we do 
not wish to add anything except highlight, some of the 
very confusing and disturbing factors in  this situation. 

(i) The Commission does not at any stage seem to have 
made up its mind one way or other in regard to disposal 



of these accumulated stocks, s h e  its decision hw 
varied at wesy utage of this complicated transaction. 

(ii) It is a matter af regret that for the same goods money 
has been given more than dnce which shows a disregard 
of financial principles and unawareness of public accoun- 
tability. 

. (iii) The impression one gets from the transaction is that the 
uppermost idea appears to be to avoid losses to tbe in- 
stitutions as much as possible. 

(iv) For generations the tradition in the Khadi world has 
been that the responsibility for the disposal of substan- 
dard goods has always been with that of the institutions. 
For the first time in the history of the Khadi mwernent, 
an attempt was made to transfer this responsibility to 
an outside authority and thus deprive the institutions 
of the initiative to dispose of the goods themselves. 

(v) It is a matter of regret that even now the Commission 
is not yet out of the woods because about 20 per cent 
of stocks have yet to be disposed of and nearly 60 per 
cent of the value of the goods sold to the institutions 
and the State Boards has not yet been realised' by the 
Commission. 

(vi) The Commission at the initial stage when it purchased 
the goods and at the ultimate stage when it decided 
to repurchase the goods and sell them perhags over- 
estimated its ability to tackle this problem, because soon 
thereafter the goods had to be given back on both the 
the occasions to the institutions and the State Boards to 
sell them. This obviously shows that the real responsi- 
bility shollld always remain with the institutions, and 
the Commission should help in finding markets or in 
reimbursing losses in genuine cases. 

We may be forgiven if we give expression to our view 
that these transactions are unbusiness like and do not 
have a parallel in any business organisation." 

5.73. The Member Secretary of the KVIC stated that these re- 
marks had bepn taken into consideration and ultimately it  had been 
decided that this matter "should not be the concern of the Com- 
mission and this should be the concern of the institutions to sell their 
stock!' As far as possible the Commission would assist them in sel- 
Hng their stbcb. 
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5.74 The Committee desired to know the loss suffered by the 

Commission in purchasing goods worth Rs. 1-93 crores. The repre- 
sentative of the Commission stated "Goods were never sold and pur- 
chased twice. They (Working Group on KVI) have not understood, 
the ordinary business method of working and they have come to 
this conclusion. This is a remark to which we have taken strong 
exception." He explained the details of transactions as follows:- 

"The goods to the tune of Rs. 1.93 crores were with the State 
Boards and institutions and others which they were not 
able to market. This Rs. 1.93 crores goods were not al l  
sub-standard; some were standard and some were sub- 
standard and they could not market. Because of the slump 
in the market the Commission is duty bound and respon- 
sible to take them out from them and come to their rescue. 
They approached Finance Ministry as well as Government. 
In the initial stages we estimated sub-standard goods to 
be about a wore and odd. It was agreed that during 
Gandhi Jayanti they should give a reduction of 25 per 
cent in the goods. Finance Ministry said that the total 
amount of Rs. 36 lakhs will be given to dispose of this ~ u b -  
standard goods. We got 2 crores and 50 lakhs worth of 
goods which could not be marketed. Commission came to 
the rescue of the institution to dispose of this. We have 
to see that this is disposed of with the minimum of loses 
and also quickly. You will very well appreciate, the Com- 
mission has not got its own bhandars, except 4 in Delhi, 
Calcutta, Bombay and Madras. It is impossible to sell 
those goods through these Bhandars. So we must take 
the help of the institutions which have got their own 
branches and sales sections. We said alter the accounts 
are checked up with the audit parties we could release 
money to carry on their programme as liquid capital. 
Goods were taken over by the Commission. We asked 
them to dispose it of during the Gandhi Jayanti. We 
can't give new loans. We asked them to dispose it of. 
They said they will try their utmost during Gandhi Jqranti. 
As soon as they sold they paid back the money. There 
was the Anancid procedure. Now, an objection was raised 
that you cannot give on credit. W e  debited to their 
accounts. When it came to Rs. 80 l a b  balance which 
they found they could not dispose of we-said we shall take 
it owr. When the goods were sold we credited to their 
account. No transaction took place; it was boak adjust- 
ment. 80- friends d d  it us like we purchasing the 



goods, then we sell, then we purchase again and sell again. 
This is not the correct statement. We have not consumed 
all the money given by the Finance Ministry to dispose of 
the goods. I think, roughly, it will be about Rs. 30 to 
34 lakhs. A suggestion was made at that time that we 
could take these goods and get it machine printed. It 
would come to one or one and a quarter anna and they 
could dispose without loss. They said they cannot 
use the machines. That is why the processing of dyeing 
and ready-made and other things were done to dispose of 
these things to clear things which were of inferior variety. 
AZ1 this Rs. one crore and odd was the accumulation not 
of one year only but since 1952. I would like to submit 
again that in 1952 when the Board was created we had 87 
institutions producing about 1 crore rupees worth. There 
was no double payment." 

5.75. H e  added that the only amount considered as loss was Rs. 34 
lakhs. In reply to further question the witness stated that first loan 
was released to the institutions to realise their capital and convert 
it into liquid capital to carry on their production. The Committee 
pointed out that the amount of loan was not refunded to the Com- 
mission but the goods which were lying with the Institutions were 
purchased by the Commission. 

5.76. The Committee pointed out that according to the reply fur 
nished to Q. No. 23, the loss in the transaction of disposal of Khadi 
amounted to about Rs. 94 lakhs if the amount realisable 
(Rs. 99,80,972) was deducted from the worth of the goods 
(Rs. 1,92,97,357), whereas it was stated now that the loss was about 
Rs. 34 lakhs. The Committee therefore desired to be informed about 
the correct position of loss. A note furnished is at Appendix XLW. 

5.77. The Committee were informed that "of the transaction that 
has taken place which is worth more than Rs. 2 crores, Rs. 93 lakhs 
or so is the value of the sub-standard cloth." 

5.78. It has ibeen explained in the note that sub-standard Khadi 
stocks of gross value of &. 192.72 lakhs were purchased by the Com- 
mission for Rs. 129:45 lakhs, the agencies to whom the stock be- 
longed, having scaled down the value of the stocks by Rs. 63.27 lakhs. 
Out of the stock purchased by the Commission, they have so far sold 
for Rs. 99.61 lakhs stocks whose purchase. value was Rs. 125.59 
lakhs incurring a direct loss of Rs. 25.98 lakhs. Stock worth Rs. 3.86 
l a b  still remains to be sold. Against the sum of Ra. 37 lakhs eanc- 
tioned by the Government of India for disposal of these sub-standard 
stocks at reduced rates, an expenditure of Rs. 33.98 la& has been 
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incurred so far. This expenditure includes losa of Rs. 25.98 lakhs 
loss of Rs. 8 lakhs incurred under the earlier gcheme of disposal of 
such stocks of Khadi through the institutions by allowing reduction 
in price to be shared on the basis of 50-50 by the Commission and 
the institution and by grant of additional special rebate. 

5.79. The Khadi and Village Industries Commission at page 177 
of their "Comments of the Khadi and Village Industries Com- 
mission on the Report of the working Group" have stated as follows; 
in t h ~ s  connection: 

"The Commission after a thorough enquiry into these tran- 
sactions has satisfied itself that there was no double pay- 
ment. In fact, the Public Accounts Committee has ariti- 
cised the manner in which the transactions have beeu 
effected but did not consider them as malafide. The Com- 
mission has however taken adequate steps to ensure that 
similar instances do not arise in future." 

5.80. While it is true that the Public Accounts Committee did not 
hint a t  any malafide in this transaction, they would nevertheless 
point out that the whole transaction certainly does no credit to the 
organisation. It is clear that there were several changes of p o h y  as 
regards the authority who would dispose of the sub-standard Khadi 
and what should be the scheme for the disposal. Ultimately while 
the insiitutions scaled down the value of stocks worth Rs. 192.72 
lakhs by as much as Rs. 63.27 lakhs, the Commission itself sufIered a 
direct loss of Rs. 25.98 lakhs in disposing of stock worth Bs. 125.59 
lakhs. In other words sub-standard Khadi of the gross value of 
Rs. 192,72,357 (leaving a stock of Rs. 3,83,982) was ultimately sold for 
Rs. 99,61,291 of which a sum of Rs. 28,U,315 is yet to be realised 
The loss so far incurred is Rs. 89.26 lakhs This indeed is a sorry 
state of affairs. 

G. Production of substandard Khadi 
5.81. In a writtell reply to a question it has been stated that Yt 

is possible, however, that there might be some sub-standard stocks 
accumulated subsequently with the institutions. It is a normal fea- 
ture in any production." The Committee would like in this con- 
nection to refer to the recommendations made by the Khadi Market- 
ing Committee as quoted in para 11.79 of the Report of the Working 
Group on Khadi and Village Industries a part of which is reprodu- 
ced below: - 

"The large accumulation of Khadi stocks was attributed to the 
following factors: 

(i) the organisation of production on the basis of offering 
employment to whoever was willing to spin cotton intoh 
Y==; 



{ii) a part of the production of yarn was of sub-standard 
quality, produced by newly recruited spinners and the 
cloth woven therefrom, therefore, became unsalcable; 

(iii) izwkquab training and supervisory arrangements in 
connection with the spinning of yarn on the .ambar 
charkha; . . . . " 

While the Committee agree that with the increased production of 
Wadi, the possilsiiity of production of s u b - s t d a r d  Khadi cannot be 
colnpletely rded  out, they feel that with preper care and supervision 
the factors p h t a  out by the Khadi Marketing Committee can easi- 
ly be rectified if not eliminated altogether. Since the Commission is 
stated to have taken adequate steps te ensure that similar instances 
do nat arise in future, the Committee would like to keep a watch over 
this matter through future Audit Beports. 

H. Exhibitions 

5.82. In reply to Q. No. 25(i) the Committee have been informed 
(Appendix XXV) that out of 1,627 exhibitions held during the 
period of First Plan and from the year from 195637 to 1963-64 
accounts relating to 435 Exhibitions were still awaited. The Com- 
mittee desired to know the reasons for so much delay in preparing 
accounts relating to exhibitions held in 1955-56 onwards. The Chair- 
man, AVIC stated that one of the functions of the 12 parties pro- 
posed to be set up by the Commission vide para 1.28 (p. 15) of 
their Annual Report, 1964-65, was to get the back-log cleared. When 
the Committee pointed out that a decade has been taken in preparing 
the accounts and somebody must be responsible for this the Chair- 
man, AVIC stated "that is true". 

583. The bnmittee are distressed to note the abnormal delay 
(in sopee cases, 1 about 10 years) in prcpming the accounts relating 
to the exhibitions held long long ago. They suggest that the Cam- 
midm s h o d  take serious netice of such lapses in preparation of 
accounts. The Committee also note from reply to Question No. 25(ii) 
(Appendix XXV) that a manual of procedure for the conduct of 
exhibitions financially assisted by the Commission is under prepara- 
tion. They would like this work to be expedited and steps taken to 
ensure that the authorities concerned follow the procedure laid down 
in @to manua!. 

i 



5.84. The Committee enquired whether as the Commission had 
been paying huge rent on their godowns in Delhi, they should not 
have their-own 'buildings at Delhi. The Chairman, K&VIC stated 
"It is our intention to do so." 

5.85. The Committee from a note furnished at their instance 
(Appendix XLV) that a sum of Rs. 6,77,203.52 is being paid by the 
Commission as annual rents for the buildin.@ and godowns in Bom- 
bay and other parts of the country. Some instances where the rent 
paid appears to be very high are: 

Name of Unit A n w l  Rent 
Rs. 

(1) Khadi Gramodyog Bhavan, Calcutta. . . 59,673.19 
(2) Khadi Gramodyog Bhavan, Madras. . . 47,482.00 
(3) Khadi Gramodyog Bhavan, New Delhi. . . 88,367.30 
(4) Director, Kakinada. . . 66,601.89 

5.86. In these circumstances, the Committee would suggest that the 
Commission might examine the feasibility of having their own build- 
ings in those places where the annual rents being paid by the Com- 
mission are high, provided this would prove economical in the long 
run. 

3. Export of Khadi 
5.87. The Committee desired to know whether Khadi was expcir- 

kd .  The Chairman. Khadi and Village Industries Commission 
stated that the present level of mganisational efficiency might not 
cope up with the demand of the export market. The exporting agen- 
cies insisted upon 'quality' regulations and 'time'. The witness 
idded "But I do not discard some days when some portion of our 
stuff could be in demand in the foreign markets, if we can ensure that 
quality." He added that the Commission was examining on a small 
scale this particular aspect at the moment. 

5.88. In reply to Q. No. 22, the Committee have also been infar- 
med (Appendix XXII) that so far as  Commission is concerned it 
has been decided not to enter into fresh commitments for export of 
Khadi until the Commission is in a position to assure timely deli- 
veries and required quantity to the extent needed in export k d e .  

5.88. The Committee are of the view that considering the aeetd for 
eruning foreign enchange the Commission slionld give the qwstioa of 
export of Rbadi a careful and urgent consideration 



5.89. The Committee desired to know whether wool was imported 
by the Commission from foreign countries for the purpose of Khadi 
manufacture. The representative of the Khadi and Village Indus- 
tries Commission stated that the Commission was getting wool all 
along from Tibet Sor border areas. The whole of border areas were 
formerly depending on Tibetan wool. Now the Commission was not 
getting wool from Tibet. The Commission had to take to some 
extent the raw material from outside. They had tried to grade and 
standardise the wool from Rajasthan but had not so far succeeded. 

5.90. In reply to a question the witness stated that the Tibetan 
Wool specially went to Kashmir. The spinners and weavers in 
Kashmir could not do the work with the kind of wool as was avaii- 
able in Andhra, Rajasthan and other places. A certain porticn of 
marina wool had to be mixed up. The witness added that the 
majority of the production was from the country's wool. 

5.91. The Committee desired to know whether any efforts were 
made by the Commission for the development of better quality wool. 
The representative of the Khadi and Village Industries Commission 
stated that it was outside their purview and the Commission could 
not do that under the Act. It was under Animal Husbandry De- 
partment. 

5.92. At the instance of the Committee, a note furnishing the 
details about import of wool (Appendix XLVI) has been furnished. 

5.93. The Committee note that the Commission are alive to the 
need for restricting the use of foreign wool in the production of 
woollen Khadi and the cerLification Committee have laid down in 
their resolution that institutions may use Australian or foreign un- 
carded wool upto the maximum of 20 per cent in weight. The Com- 
mittee would also like Government to consider ways and means of 
r e p l s c i ,  imported wool by local wool of proper quality, as the idea 
of using foreign wool in the production of woollea Khadi sounds 
highly incongruous. 

L. Implementation of the &ecommendations of the Public Accounts 
Commit tee 

5.94 In written reply to Q. No. 20(i) about the delay in imple- 
menting the recommendations made by the Public Accounts Con\- 
mittee in their earlier Reports (Appendix XX) it has been stated 
that the delay in furnishing replies is due to \he time consumed 
in obtaining all the relevant fig- and facts from the Khadi and 



Village Industries Commission (which has, in turn to deal with a 
large number of institutions throughout the country) processing 
them, getting them vetted etc. The Committee would like to point 
out that this is not very convincing as some statements indicating 
action taken on recommendations made in their Seventh Iteport pre- 
sented in March, 1963 were still remaining outstanding in January, 
1966. The Committee desire that the informaiion should be furnish- 
ed more expeditiously, and special attention should be given to this 
matter so that there is no undue delay. 

M. Ambar Charkha Programme 

5.95. The Committee find in the Audit a p o r t ,  1965 relating to 
Madhya Pradesh that under the Ambar Charkha Scheme upto March, 
1962, 2,273 Ambar (Jharkhas valued at Rs. 2.73 lakhs were distribu- 
ted by the State Board to the spinners on hire-purchase system. 
2,066 charkhas valued at Rs. 2.48 lakhs were returned to the Board 
upto October, 1963 as the spinners had abandoned spinning work. 
179 Charkhas (value Rs. 0.21 lakhs) were missing. Out of the wta l  
stock of 6,049 charkhas at the end of March, 1964, 2,955 were stated 
to be unserviceable. 308 Charkhas were remodelled upto Xsrch, 
1964 at a cost of Rs. 7,160 but none of these had been sold (Septem- 
ber. 1964). 

5.96. In the opinion of the Committee this is only an illustration of 
the manner in which the Ambar Charkha programme is working. 

5.97. The question of Arnbar Charkha programme playing an im- 
portant part in the production of Khadi has been d ~ a l t  with ex- 
haustively by the Khadi Evaluation Committee (1960) and tho 
Working Group on Khadi and Village industries (1964). The 
Evaluation Committee after reviewing the working of the Ambar 
programme both in its financial and physical content came to cer- 
tain conclusions some of which are as follows: 

(i) "Output per ambar is as low as 1.82 hanks per day as 
against 6 asJvmed by the Khera Committee. 

(ii) Though the earnings have increased, they have not in- 
creased in proportion to the organisational effort and in- 
vestment . 

(iii) At least 40 per cent of the spinning units are inactive and 
are an index of so much loss of invested capital and non- 
utilisation of productive capacity. 



(iv) Increased output per unit has in fact led to embarrassing 
surpluses of production and the institutions have slowed 
down the rake of expansion and are displaying consider- 
able amount of reluctance to go ahead with the program- 
me of ambar development. 

(v) It  is reported that a large number of ambars cannot be 
plied, owing to their being in a state of disrepair; and 

(vi) The problem of marketing has assumed serious dimen- 
sions and in some cases large stocks of yarn and, in ?thers, 
of cloth have accumulated." 

5.98. According to the report of the Working Group on Rhadi 2nd 
Village Industries the main reasons for the Ambar Charkhas be- 
coming idle were the following: 

(i) Arnbar charkhas were distributed without exploring t!le 
chances of their successful operation. The importance of 
making arrangements for repair and service facilities vas 
not realised. 

(ii) Ambar yarn was not purchased regularly by the institu- 
tions from the spinners. The arrangements for servicing, 
repairs and replacement of spare parts of the ambar chhi- 
khas were extremely unsatisfactory. 

(iii) During floods the houses of some of the spinners were 
damaged and so the iron parts of the ambar charkhas were 
also affected. 

(iv) &me spinners felt the ambar charkha, particularly the 
. belni, very heavy for operation. 

(v) Charkhas were distributed in some cases to people who 
used to earn Rs. 1.5 to Rs. 2 a day but they could not 
earn this much on the ambar charkha. 

(vi) hmbar charkhas were distributed to some whose average 
earnings were about a rupee a day but work was not 
heavy. Such people did not perseOere on ambar charkha 
because of its heaviness. 

(vii) Facilities for plying the ambar charkhas were not avail- 
able in new vinages to which s nners went after their 
marriage. . , 



5.W. Decisions were taken far the activisation and renovation 
programme of ambar charkhas in June, 1963. Accor$ing to the 
Working Group the activisation renovation programme has proceed- 
ed at an extremely slow pace. Moreover, some of the remodelled 
or converted charkhas are those which were actually working. "It 
was wrong on the part of the Commission to have done so when 
the specific object of the programme was to activise the idle char- 
khas. As a result, the enthusiasm of the people owning the idle 
charkhas and who expected them to be activised has flagged. The 
infection of idle charkha has therefore spread. All these circum- 
stances point to the conc1us;on that the percentage of idle charkhas 
far from decreasing has increased." 

5.100. The Committee would therefore reiterate the recommenda- 
tions made by the Working Group that the Commission should 
undertake immediately a comprehensive census of all the ambar 
charkhas whether active, idle, lost, destroyed, unserviceable, etc. 
The committee are also in agreement with the suggestion made by 
the Working Group that if an institution is not able to account for 
an ambar charkha or unable to give information about its where- 
abouts, serious notice should be taken when considering proposals 
for assistance for its programme. 

Since the Commission have accepted the recommendations of the 
Working Group, tbe Committee would suggest that these be imple- 
mented early. 

N. Conclusion 

5.101. After a detailed examination of the accounts and audit r e  
port of the Khadi and Village Industries Commission and on the basis 
of the facts placed before them, the Committee feel that a quick and 
enormous growth in the activities and in the financial outlay without 
ensuring proper financial and administrative control by the Codnmis- 
sion over their own organisation, State Boards, Cooperative Societies 
and Institutions has resulted in extra expenditure (which runs into 
crores of rupees), that is not commensurate with the results achieved. 
The Committee, therefore, would like to refer to the following re- 
commendation made by the Administrative Improvements Commit- 
tee at  page 16 of their Report with which they are in full agreement:- 

'We wouM like to state that after a deep and prolonged think- 
ing over this situation, as it exists, we have come to the 
conclusion that in the long run, it would be advantageous 
and economic, if the Commission decides to spend a year or 
two for consolidating the ground already covered and for 
developing suitable agencies at the State level. block level 



and village level for future development. During this 
perjod, the financing could be restricted to the continuation 
programme already undertaken." 

5.102. Keeping in view the fact that the Commission have sought 
a financial allocation of Rs. 270 crores during the Fourth Plan period, 
the Government and the Commission would do well to accept the re- 
comendation of the Administrative Improvements Committee that 
the Commission should 'spend a year or two for consolidating the 
ground already covered. In the light of this recommendation, the 
question of suitably reducing the financial allocation during the 
Fourth Plan period, may be carefully examined by Government. 

A perusal of tbe Report of the Administrative Improvements Com- 
mittee confirms the doubt expressed by the Public Accounts Com- 
mittee in the past [vide para 62 of 7th Report of P.A.C. (1962-63)] 
that there was considerable scope for economy in the Administrative 
Expenditure of the Commission, at various levels due to oveptaffing. 
The C o b i t t e e  hope that both the Commission and the Ministry 
would avoid such overstaffing in future, 

5.103. The Committee fully appreciate the importance of Khadi 
and Village Industries in providing much needed employment poten. 
tial in the rural areas. They are in agreement with the underlying 
philosophy behind these activities. However, keeping in view the 
fact that the Central Government has thus far given a huge sum of 
more than Rs. 170 crores for 'these activities (in addition to about 
Rs. 10 crores by the State Governments and in view of the finandal 
allocation of Rs. 270 crores sought by the Commission for the Fourth 
Plan, the Committee cannot over-emphasise the paramount need of 
ensuring proper care, economy and financial control over various 
activities connected with the Commission. The Committee feel 
that the time has come for the matter to be reviewed by the Central 
Government at the highest level, to make an overall assessment to 
see whether the results achieved so far have been commensurate 
with the financial outlay, in terms of production as well as the em- 
ployment potential generated. 

NEW DELHI; R. R. MORARKA 
AM1 7, 1966. Chairnun, 
Chaitra 17, 1888 (~alea). Public Account8 Committee. 
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(See ,para I. I I) 

Financial Assistance rendered by State Goetcrnmmts. to State Bcard.r 

(In lakhs of Rupees) 
-- 

State Grant Loan 

Andhra Pradesh . 22 9" . . 
Assam and Nagaland . - 69.38 6.15 
Bihar I.N.R. 
Gujarat . 81.69 . . 
Jarnmu and Kashmir . 3.07 . . 
Kerala . 33 ' 15 2.96 
Madras . . 194.16 180.78 
Madhya Pradesh . . .  . 82 .36 . . 
Maharashtra . . 122.10 23.49 
Mysore . 56.96 5 .oo 
Orissa 47 '62 0.50 
Fanjeb . 20. ro 4 -00 
Rajamhan . 33 '75 I .IO 
Uttar Pradesh . 4 .OI . . 
West Bengal . 34.98 3 -00 --- 

TOTAL . 806.23 226.98 
- -- 



APPENDICES I-XXV 
(See para 1.14) 

DEPARTMENT OF SOCIAL SECURITY 

(Replies to the points on which information was required by Public 
Accounts Committee for cmidera t im of Audit R e p w t  on the 
Accounts of the Khadi and Village Industries Commission for the 
Year 1963-64). 

APPENDIX I 

Question No. 1.-A note detailing the methods of work of the 
Khadi and Village Industries Commission vis-a-vis the State Boards, 
Institutions, Co-operative Societies etc. to whom grants/loans/assis- 
tance is given and the nature of control exercised by the Commis- 
sion over them may be furnished. 

Reply.-The Khadi and Village Industries Commission was eons- 
tituted under the Act of Parliament (Act 61 of 1956). Its functions . 
are defined in Section 15 of the Act. The functions are generally 
to plan, organise and implement programmes for the development 
of Khadi and Village Industries. The various schemes of Khadi 
and Village Industries programmes are executed by the Commission 
mainly through the following agencies: 

(i) Institutions registered under the Societies Registration 
Act 1860, or any other Law for the time being in force 
in any State, 

(ii) Co-operative Societies, and 

(iii) Statutory State Boards constituted under the Acts of the 
State Legislatures. 

Some schemes are also executed directly by the Commission. . 

For executing the schemes, the Commission advances loans and 
grants to the State Boards and the institutions/co-operative socie- 
ties subject to the prescribed terms and conditiona and Laan Rules. 



The Statutory State Boards further advance these loans and grants 
to the institutions and co-operative societies who actually execute 
the programmes except for the schemes directly executed by the 
State Boards. The quantum of assistance in the form of loans and 
grants is determined according to the Patterns of Assistance pres- 
cribed for each industry and scheme. These patterns have been 
revised from time to time where they had been found to be inade- 
quate or outdated. All the Patterns of Assistance were also revis- 
ed as suggested by the Estimates Committee of the Lok Sabha 1961- 
62, after examination by a Patterns Committee which submitted its 
Report in June, 1963 which was accepted by the Commission in 
January, 1964. A permanent Patterns Committee has also been 
constituted to review from time to time the various Patterns of 
Assistance for considering their adequacy, continuation, utility etc. 

State Boards 

Substantial financial assistance is granted to the State Khadi and 
Village Industries Boards constituted in every State. These State 
Boards are subject to the control of State Legislatures as well as 
the State Governments to whom the reports of their working are 
submitted by the State Boards. Some of the programmes are exe- 
cuted by the State Boards directly, but, by and large, the Boards 
implement such programmes through Co-operative Societies and 
Institutions. The loans and grants advanced by the State Boards 
to the institutions/co-operative societies are also subject to the 
terms and conditions prescribed by the Commission with the appro- 
val of the Government of India similar to those prescribed for the 
Commission. 

Registered InstitutionrlCo-operative Societies 

The financial assistance given direct by the Commission to these 
implementing agencies is also in the form of loans and grants which 
are subject to the Loan Rules and other terms and conditions as 
in the case of State Boards. The policy of the Commission has been 
to gradually finance such institutions and cooperative societies 
through the State Boards. 

The actual procedure followed in phasing the release of financial 
assistance and controlling the execution of the programmes is as 
indicated below: - - -  - -- . 

For the pe of preparing the budget estimates the imple- 
menting afenciea prepare and send in the previous year their annual 
programmes for executing the scheme of Khadi and Village I n d w  



tries. The forms prescribed by the Commission for this purpose 
also give information about the past performance in terms of pro- 
duction and sale of Khadi and Village Industries products, employ- 
ment provided etc. This enables the Commission to see whether 
the physical targets achieved are commensurate with the fhancial 
assistance provided and gives an idea about the capacity of these 
bodies to execute the estimated programmes. The State Boar& 
especially, are also required to furnish infbrmation about the Anan- 
cial position of the institutions/societies assisted by them i.e. the 
number of societies/institutions which are considered to be working 
satisfactorily, the number of societies/insti tu t ions which have become 
defunct or financially weak etc. These annual programmes and 
performance reports together with the Balance Sheets position re- 
garding outstanding loans, utilisation certificates etc., are subject to 
detail& examination by the various Directorates of the Commis- 
sion and discussed by the Commission with the representatives of 
the implementing agencies. It is only after going through all these 
processes that the finarmrid rapiresnents for each implrcIlaenting 
agemy is< ckeided upon for the putpoaes of malting allotmen4 of 
funds.ia.dm mume 

After the budget estimates are approved by the Government of 
India the Commission intimates to the State Boards and other im- 
plementing agencies the quantum of assistance in the form of loans 
and grants allotted to them. The actual release of funds are made 
by providing these agencies with an Imprest amount to serve as a 
'ways and meens' advance, roughly in the case of State Boards equal 
to 3 months' reqx&ements. The implementing agencies are permit- 
ted to incur expenditure from such Imprests strictly within the 
allotments communicated to them according to the Patterns of A&- 
tance already mentioned above. The expenditure inculred is re- 
couped every month by the Commission. The procedure ensurea 
that the funds are advanced to the implementing a-les to the 
exbatat nweswy for immediate expenditure, avoidhg mmmmmy 
locking, up of fugds. 

Nature of Control ezercised by tha CcnnmMun 

One of the conditions of the loans and grants m t e d  to the 
implementing agencies is that they should make their accounts boob 
and other relevant papm available, as and when required, for 
impe&ion the'ofilm of the Comndssim depukrd for the pup& 
and/or af the Audit Department of the C)ovenunent of fndla. 



dure of conducting the study of the working of various State BOgFde 
has also been introduced. This study which is in the nature af 
admmstrative-cuwaccounts-inspection, is conducted by sending 
special parties under the supervision of Senior m e r s  of the Com- 
mission. If the report of this study team discloses serious irregula- 
rities or heavy arrears in accounts and other irregularities the matter 
is taken up at the highest level. So far, the working of two State 
Boards was discussed with the Chief Ministers of the respective 
States with a view to devising ways and means for improving the 
working. Similar discussions are also intended to be held in certain 
other cases also. 

(b) The accounts of the insti tutionsico-operative societies direct- 
ly aided by the Commission are audited by the Internal Audit Wing 
of the Commission for the purposes of obtaining the utilisation cer- 
tificates to see that the funds provided have been utilised for the 
specific purposes for which they have been sanctioned.. In a u t i o n  
the accounts of these institutions and co-operative societies are audit- 
ed by Chartered Accountants and the Auditors of the Co-operative 
Department of the respective State Governments respectively. The 
internal Audit Wing of the Commission also conducts special audits 
of the institutions,'co-operative societies whenever there is a need, 
especially when any adverse reports come to the notice of the Com- 
mission. Accordmg to the recent instructions issued by the Com- 
mission all the directly aided institutions/societies are required to 
have their accounts audited by the Chartered Accountants who are 
required to submit these accounts duly certified and with a xeport 
on the general financial position of these bodies to the Commission 
direct. This scheme is gradually intended to be extended in the 
case of ~nstitutions/societies financed by the State Boards also. 

(c) The accounts of certain trading activities directly run by the 
Commission are also subject to audit by the Internal Audit Wing 
of the Commission and also test-checked by the Accountant General, 
Commerce, Works & Misc. The Annual Accounts of these trading 
units are certified by the Director of Inspection and Chief Executive 
OPRcer of the Commission and submitted to the Government of 
India and Audit along with the Commission's annual Accounts. 

The Commission also obtains confirmation of loan balances from 
the various State Boards and directly aided institutions co-operatwe 
societies annually so that the debt owed to the Commission is 
acknowledged by the loanees. The fulfilment of the terns and 
condltioas of repayment of loans are also watched by the Com- 
mission's CMBce apart from the utflisation certificates which are also 



obtained from the aided State Boards, institutions, co-operative so- 
cieties etc., and furnished to Audit. 

The Commission has also prescribed periodical returns to be 
submitted by the implementing agencies which give a comprehen- 
sive picture about the progress of various scheme and achievements 
in terms of production, sale, employment etc. Such reports are 
examined by the respective Directorates of the Commission and fur- 
ther guidance on instructions are given to the implementing agen- 
cies to ensure proper and expeditious execution of the various pro- 
grammes. 

It will be seen from the above position that the methods adopted 
and control exercised by the Commission vis-a-vis the State Boards, 
Institutions etc. enable the Commission (i) to And out from time to 
time that the annual programmes of Khadi and Village Industries 
are as realistic as possible, funds are released only to the extent 
required for immediate expenditure, the accounts are properly kept, 
schemes are executed according to the programmes, and (ii) to 
provide necessary guidance and technical assistance wherever neces- 
rary. 



APPENDIX II 

Question 2 (a) .-Was it envisaged at any stage that Khadi i ndus  
try would be able to stand on its own legs in course of time or has 
it been accepted that this industry would perpetually need financial 
assistance from Government and in increasing amounts? 

Reply.-The programme for the development of Khadi was ac- 
cepted because of its social and economic significance. It  was this 
consideration that weighed with the Planning Commission in includ- 
ing the development of khadi and other village industries as an inte- 
gral part of the series of the Five Year Plans, employment being one 
of the basic objectives of all the plans. 

In the strict cornrneicial sense, Khadi has never been conceived 
to be a self-supporting industry. It  cannot compete with the lalge 
scale mechanised sector. This industry is spread far and wide in 
the rural parts. It has necessarily to shoulder some overheads by 
way of transport of raw materials and finished products. Consider- 
ing, therefore, the present gap in the cost of Khadi and mill cloth, it 
may not be possible to eliminate completely the price differential 
altogether so as to make the industry self-sufficient. 

Steps are, however, being taken to create a situation favuurable 
for the reduction in subsidy. These include reservation of spheres, 
adoption of improved technology in spinning, weaving and other 
ancillary processes of production. As a result thereof the earning 
capacity of the artisans is increasing. 

The Government intention may also be judged from the fact 
that certain important subsidies-such as production and sale ctc. 
are sanctioned either on year to year basis or for a limited period 
subject to review later. This is so done with a view to seeing whe- 
ther any progressive reduction will be possible. 

In  this connection attention may be invited to recommendation 
No. 8 of the Working Group on Khsdi and Village industries-an 
extract from which reads as  follows: 

Since the traditional industries provide substantial employment 
opportunities and, therefore must be preserved, we are afraid that 
the continuance af the rebate of subsidy lor reducing the differentla1 



between the price of the village industries products ahd of the com- 
peting small-scale or large-scale industries products is unavoidable 
unless the entire khadi and village industries programme, as point- 
ed out both by Prof. Karve and Prof. Gadgil, is looked upon as a 
relief and rehabilitation programme for the sustenance on subsis- 
tence levels of people, who are engaged in these occupations. We of 
course, do not agree with the latter proposition. 

Question No. 2(b).-A note indicating how far the aim of deve- 
lopment of Khadi & Village Industries which has been taken up 
mainly with a view to provide gainful employment to the under- 
employed and unemployed population of the rural areas been 
achieved, may be furnished. 

Reply.-It may be seen from the table given below that employ- 
ment in Khadi & Village Industries has increased from 13.78 lnkhs 
persons in 1956-57 to 25.81 lakhs persons in 1963-64. 

Employment (,000 persons) 

1956-57 1960-61 1963-64 
Full Part Full P a ~ t  Full Part 
time time rime time time time 

- - --- --- ----." ---- ----- - - - - -  

This employment is both part time and full time and in many cases 
searanal. Of the total 25.81 lakhs persons employed as on 3lst 
March, 1964, 3.21 lakh persons can be considered as only full time 
and 22.60 lakhs persons having work opportunities for more than 6 
hours a day and for about 200 days a year. In a field like Khadi & 
Village Industries, which is mainly decentralised, dispersed and car- 
ried on in small individual households, it is very diftlcult to estimate 
the actual amount of input. What, therefore, can be considered 
impartant is the income derived from a particular activity and to 
what estent it has supplement the agricultural income because 
t$re KhPdi & Village Industries Programme fa essentially a subsidiq 
occupation auvd only in a few cases like weaving and oil pressing it 
can be amsidered as main occupation. Available data relating to 



income show e signiffcant trend and it may be said that compared 
to the agricultural income of a labourer of about Rs. 100 a year, the 
wages of Rs. 35 to Rs. 100 on a part time seasonal occupation is not 
a ridiculously low contribution as it is sometimes argued. Even in 
the case of full time employment where the income range is about 
Rs. 200 to Rs. 400 per annum cannot be considered as small or 
insignificant. 



APPENDLX 111 

Question No. 3 (a) .-Have Government examined the suggestion 
made by the Public Accounts Committee (1964-65) in para 46 of their 
38th Report regarding reservation of spheres of production? If so, 
what are the decisions? 

Reply.-The suggestion of the Public Accounts Committee was 
brought to the notice of the Khadi and Village Industries Com~nission 
early in May, 1965. The Chairman of the Commission had written 
a letter to the Prime Minister, probably in the capacity of Chairman 
of the Planning Cdrnrnission, to the effect that certain State policies 
have crossgrained the programme and the expected development of 
the programme has suffered a recession. The Khadi and Village In- 
dustries Commission's suggestion is under consideration of the Plan- 
ning Commission and a decision has yet to be taken. (A copy of the 
letter referred to above is attached). 

KHADI & VILLAGE INDUSTRIES COMMISSION 
IRLA ROAD,' VILE PARLE, 

BOMBAY-56 
No. C0/43/65 31st Mall, 1965. 

My dear La1 Bahadurji, 
First of all let me express my heartfelt joy at the way you handled 

the world affairs in U.S.S.R. It was an impressive fulfilment of Indian 
Statesmanship at its best since Panditji's demise. May you be 
spared for the Nation to serve in this way for years and years to come. 

2. 1 am writing this letter over an aspect which is, I know, your 
deep concern. The Planning Commission is going ahead with Its task 
of preparing the outline of the next Plan. I have been following their 
pronouncements: 

3. While broad strategy, in the Fourth Plan period, will be what 
they are framing (none can alter the course of the current of eco- 
nomy), I was hoping that the present occasion in the background of 
past experiences, would be utilised to give a turn to the pattern of 
industrialisation at least in a few fields which would set in motion a 
new process to balance the current pattern. 



4. Panditji in the latter part of his life realised the need for it. 
Speaking in the Parliament in December 1963 he said "Also, I begin. 
to think more and more of Mahatma Gandhi's approach. It is odd 
that I am mentioning his name in this connection, that is to say, I am 
entirely an admirer of the modern machine and I want the best 
machinery and the best technique, but taking things as they are  in 
Tndia, however rapidly we advance in the machine age and we will 
do so, the f a d  remains that large numbers of people are not touched 
and will not be touched by it for a considerable time. Some other 
method has to be evolved so that they become partners in production 
even though the production apparatus of theirs may not Se efficient 
as compared to modern techniques, but we  must see that; otherwise, 
it is wasted. The idea has to be borne in mind. We should think 
more of these very poor countrymen of ours and do something to im- 
prove their lot as quickly as we can. That is troubling me a g e n t  
deal. 

Ultimately, it is a question mostly of the agricultural masses, and 
I think that agriculture, unless it is allied to some other industry, will 
often not bring rapid results. I think that animal husbandry i s  one 
thing, which has to progress and which can be allied to agriculture". 

3. From the news trickline from time to time however the follow- 
ing line the Government of India appears to follow:- 

(i)  The Government of India propose to set up some rice Mills 

(ii) The Government of Tndia has removed the excise on mill 
oil, of Rs. 20/- per quintal. 

(iii) The Government of India propose to issue licences' for 
setting up six Foot Wear Factories. 

(iv) The Government of India propose to issue new licenccs for 
setting up about 20 sugar factories increasing the p r~sen t  
crushing capacity of sugar cane from 3.3 million tons to 4 
million tons. 

(v) The Government of India propose to issue licences for 
setting up three Match Factories to produce 45 lakh gross 
boxes a year. 

,(vi) The Government of India propose to set up fifty 25.000 
spindles new plants in the spinning sector. 

(vil) The Planning Commission is considering increasing 80,888 
Power Looms in the Fourth Plan period. 



6. This is all in keeping with the thinlcing ,&at prevailed +n, far 
and I have no desire to find fault with anybody. 

7. I hear already top people speaking that the country is making 
satisfactory progress while it is accepted that the problem of un- 
employment and under-employment is there. They perhaps feel that 
time will take care of it. I do not know if it is realised that ihe  
Time Factor' is against a country that takes a complacent view of 
unemployment and under-employment. 

8. I can understand the Government's inability to remedy the 
situation overnight. But it passes my comprehension how it will 
benefit the Nation to undertake a programme of displacing people 
from their traditional avenues of employment, which the installation 
df additional Rice Mills, Footwear Factories, Sugar factories, Match 
Factories, Power-looms would naturally result in. The present price 
structure has already reduced whatever viability was there in these 
trades. But one has to understand the justification for the steps 
enumerated above. That will surely cause displacement. 

9. Six months back I had volunteered before the Planning Can- 
mission that. notwithstanding the recommendations of the Working 
Group, which had suggested normal increase in the Khadi and Village 
Industries Programmes, we would try to see if we can raise our tar- 
gets of employment and wages making at the same time the Khadi 
and Village Industries programmes more economic by introduction 
of new techniques and use of power. Accordingly we have now re- 
vised the targets. We think the commission can work for a hundred 
per cent increase in employment with nearly 33 per cent increase in 
the per capita wage at a 17 per cent lesser subsidy and all this at  a 
per capita outlay of Rs. 600 or so, half of it being in the shape of loan. 
We estimate it will be possible to provide employment to about 45 
lakhs of people under the auspices of this Body. 

10. But my difficulty is that having planned for all that, and per- 
haps through the kindness of the Planning Commission and the Gov- 
enunent of &$ia having secured all the necessary help, would the 
steps that t b  Government of India propose to take not result in 
neutralising efforts of the Khadi and Village Industries Commis- 
sion. The recent regulations in relation to movement and aale of 
paddy have affected our centres in a way very few can imagine. Out 
of the 1,000 handpounding working centres 200 ceatsw have been 
affected. The removal of excise on mill oil has affected 17,500 ghanies 
out of 38,000 working ghanies. The reduction of c x c b  on footwear 
maufaduFed by the large scale producers may brdng their great 



powers of competition and w e n  exploitation to the very doors of the, 
small producers who effect nearly 90 percent of the total production. 
The additional rice milling capacity that the Government wishes to 
build up in the large scale sector, the new licences that the Govern- 
ment propose to issue for the manufacture of sugar plants, the power- 
looms, match production etc., will not be without their repercussions 
on the small scale producer. 

11. You will understand our predicament. We are preparing a 
plan for employment to about 45 lakhs people (20 lakhs additional at 
higher wages). We are anxious. however, if we will not be faced 
with a problem of displacement in the field we are working. 

12. It is, in my opinion, very much necessary to be clear about 
this point. People like us are interested in work that would help the 
lower stiata of the society, improve the status of the people engaged 
in this field and relieve the social strain in consequence of unemploy- 
ment and under employment. There is no desire to stand in the way 
of the Planning Commission and the Government of India to follow 
their own policies. But both the Planning Commission and the Gov- 
ernment of India would accept the need to be clear in face of seeming 
contradiction in fairness to themselves, to the constructive workers 
and most of all to the  producer and the society. I t  is necessary to 
prevent confusion, save the Government's resources from being spent 
in contradictory directions. prevent a bad name being given to the 
decentralised sector, save to the artisan a little money that he contri- 
butes on investment after the cottage and village industry and save 
the time and energy of the public and private citizens alike on what 
may be rendered to be fruitless activity. 

13. I hope you will look into the matter. There is no doubt in our 
mind as to how your mind is working. We do not wish to p ~ t  any 
additional strain upon you except knowing the mind of the Planning 
Commission and the Government of India on this subject since it has 
relevance to the masses of people with whom we are concerned and 
have daily to deal with. The destiny of these people is dependant on 
the general approach of the Government and hence this request. 

Yours sincerely. 
Sd/- 

(U. N. DHEBAR) 
Shri Lal Bahadur Shastri, 
Prime Minister of India, 
NEW DELHI. 



Question 3 @).--In para 126 of their 167 Report, the Estimates 
Committee (1961-62) recommended as follows: - 

"It was suggested to the Committee that the Commission should 
confine its activities to the provision of financial assistance, 
technical and economic research and major policy issues 
and leave the actual implementation of the programme to 
other agencies. The Committee agree with the above sug- 
gestion and recommended that the Commission may be 
reorganised suitably to serve the purposes now envisaged." 

The Government replied as follows: - 
"The Government agree with the Estimates Committee's re- 

commendation in principle. However, the Khadi and Vil- 
lage Industries Commission will continue to undertake the 
work of implementing different developmental programmes 
in certain areas directly till a suitable organisational and 
administrative machinery is evolved in all the States". 

What is the present position in this respect? 

Reply.-The Khadi and Village Industries Commission is gradually 
taking steps towards the transfer of the institutions on its list to the 
State Boards where they are organised on a sound footing. In Fur- 
suance of this policy, all the institutions and Cooperative Societies in 
the Gujarat State have been transferred to the State Khadi and 
Village Industries Board. The Commission Trading Centres fn 
Andhra, West Bengal and Madhya Pradesh have also been transferred 
to the respective State Boards. The functions of the State offices of 
the Commission in Madras and Maharashtra are likely to be transfer- 
red to the State Boards in the near future. 



APPENDIX fV 

(See para 5.1, 5.17, 5.20) 

Question 4 (a) .-How far is it considered desirable to grant SUM& 
to the Commission towards interest on loans obtained by that body 
from Government? 

Reply.-The Khadi and Village Industries institution work on 'no 
profit, no loss' basis. The Commission, therefore, does not charge any 
interest on loans advanced for the development of Khadi. The loans 
for the development of village industries are also interest free except 
in case of Working Capital loans which carry interest at 24 per cent 
on the amounts remaining unpaid at the end of the second and sub- 
sequent years. 

The Commission charges lower ratwof interest and in some cmes 
no interest at all, from the institutions as stated above, whereas the 
Commission receives loans from the Government at comparatively 
higher rates. In view of this fact, it is considered desirable to grant 
subsidy to the Commission towards interest on loans obtained by it 
from the Government so as to compensate the loss to the Commission 
In giving loans at lower rates or charging no interest at d l  in some 
cases. 

Para ( i )  -Receipts and P a m :  

Question 4 (b) .-During 1962-63 a sum of Rs. 27.55 crores was 
paid to institutionslState Boards etc. by the Commission whereas 
during 1963-64 the amount was Rs. 23.78 crores. What are the rea- 
rons for this decrease? 

(c) Institutions/State Boards repaid loans amounting to Rs. 13.37 
crores in 1962-63 and Rs. 10.77 crores in 1963-64. Are the Institutions/ 
State Boards required to pay interest on the loans? If so, do theso 
w u n b  include interest also? 

(d) Refunds and repayments of loans are allowed to 5e retained 
by the Commission and not required to be refunded or repaid to the 
G 0 ~ ~ 2 ~ ~ e n t .  What are the apdial reasons for following this p* 
d w e ?  



(e) During 1963-64, the Budget Estimates for Khadi and Village 
Industries were as follows: - 

(Rs. in lakhs) - 
Original Revised Govt. 

Sanction - - - 
Khadi . . 800.00 874.00 1068.8~ 
Village Industries . . 550.00 381.00 361 -00 

TOTAL . 1350.00 1255.00 1429.82 

(i) What are the reasons for such wide variations between t h e  
original and revised estimates and the Government sanction? What 
are the reasons for Government sanction being in excess of originall 
revised estimates? 

(ii) Have any steps been taken to improve budgeting techniques? 
Reply 4 (b).-The decrea& in disbursement in 1963-64 as compared 

to that of 1962-63 was due to the strict measures taken against the 
Institutions/Societie~ which were in default ip repayment of loans 
Clearance of all overdues was insisted upon before releasing any fur- 
ther funds unless the failure to clear them was fully justified. More 
emphasis was given on detailed scrutiny about the availability of funds 
for particular levels of turnover capacity of the Institutions/Societies 
to expand the activities, etc. before sanctioning further funds. The 
decrease in disbursements during 1963-64 was thus not due to any 
curtailment of activities. 

(c) The loans for Khadi & Village Industries are interest free 
except the loans for Working Capital' (now working f i n d )  under 
village Industries which carry interest at 24 per cent from the third 
year. The loans repaid amounting Rs. 13.37 crores in 1962-63 and 
Ra. 10.77 crores in 1963-64 do not include this interest. The interest 
received is wparately classified fn accounts under 'Grants' and passed 
on to the Government of India every yew. 

(d) Section 18 of the Khadi & Village Industries Commission Act, 
1956 provides that the Commission will have two separate Funds call- 
ed the Khadl Fund & Village Industries Fund to which all grants snd 
advances by the Central Governanent and all receipb of the Comaels- 
don rrhould be credited. It will thus be seen that the Act tontemp 
la* funding of all the grants and loam received from the Govern- 
ment and also the Commhim's Departmeqtal receipts The &bum 
mclptr are made by the Commhioh out of m, 



The procedure of not refunding the receipts (except interest rti 
cehed) to the Government of India, but utilising them for f u r t h e  
disbursements, was accordingly considered and decided a t  the Inte* 
Ministerial. Meeting held as early as on 22nd December, 1956 whem 
representatives of Audit were also present. 

The correct rehsed estimate under 'Khadi' should be Rs. 908.81 
lakhs and not Rs. 874 lakhs as stated in the question. Reasons for 
variations between original and revised estimates and Government 
aanction are given below:- 

In its proposal for the Budget Estimates, 1963-64, the Commission 
had proposed a sum of Rs. 941.45 lakhs under Khadi Grant. But, 
the Commission did not furnish full details in support of its require- 
ments. In view of this and keeping in view the necessity for ec* 
nomy by keeping the expenditure to the absolute minimum during 
the National Emergency, an amount of Rs. 530 lakhs only was sanc- 
tioned by the Finance Minis'ry under 'Khadi Grant' in the Budget 
Estimates 1963-64. This provision was, h~wever ,  made on an ad-hoe 
basis. I t  was also felt by the Ministry of Finance while examining 
Budget Estimates 1963-64 that certa n proposds of the Comrntssion 
(for which the Commission had provided for in Budget Estimates) 
were not then ripe enough for making suitable provision in the 
Budget Estimates. The provision asked for by the Commission wag 
therefore, subject to review, if necessary, a t  the time of making p m  
vision in the Revised Estimates for 1963-64 when the actual tempo 
of Commission's activities relating to Khadi Development in the later 
half of the yea? could be assessed in a more rea1;stic way. At the 
time of Revised Estimates for 1963-64, the Comm.ssion had pmposed 
a sum of Rs. 887.78 lakhs net from Government (Rs. 917.78 l a k b  
minus Rs. 60 lakhs on account of Commission's receipts) under 
Khadi Grant. The administrative Ministw had recommended a 
sum of Rs. 760 lakhs i.e. an increase of Rs. 230 lakhs against a provi- 
don of RB. 530 lakhs in the sanctioned Budget Est'mates for 1963-64 
was considered necessary and reasonqble after taking into conside 
ration only such of factors as were likely to affect the Revised Esti- 
mates under Khadi Grant i.e. additional rebate on the sale of woollen 
and rebates on Cotton sales for additional period of 45 days apart 
from the usual, Gandhi Jayanti period etc. Certain other proposals, 
RlCh as ffee Webving Subsidy, were stilI under discussion and had 
not mcrhsd'r stage of Cofnmitrnent fo the pear's provision of funds. 
The MhMQi bi Finance, however, restrEctcd the provisi6n b 



' Rs. 708.82 Iakhs under Khadi Grant based on the actual expenditure 
available at that time and basing the anticipated expenditure on the 
past actuals. 

While the proposal for Revised Estimates 1963-ti4 was still under 
consideration by Finance, we were required to send the proposals 
for Supplementary Grant (February, 1964 Batch) (to our Budget 
and Account Section by 6th January, 1964 at the latest) which we 
could give only provisionally based on the figures of Rs. 727 lakhs 
iulder Khadi Grants as originally suggested by Finance (That was 
later decided at Rs. 708.82 lakhs). Thus, it may be seen that in pro- 
posals for supplementary grant 2/64, we could not go beyond what 
was finally agreed to by Finance i .e. Rs. 708.82 lakhs. 

It was only in the second week of March, 1964 i.e. after we had 
communicated the finn provision in R.E. 1964-65, that the Cornmi& 
sion's request in its communication dated 4th March, 1964 to the 
Government for an additional amount of Rs. 160 lakhs under Khadi 
Grant was received by Government. For this additional require- 
ment of Funds by the Commission, we approached our Budget and 
Accounts Section and the Finance Division who advised us that no 
funds were available for re-appropriation to meet the Commission's 
requirements for additional funds. This fact was communicated to 
the Comrnission. The Government of India was no daubt examin- 
ing in 1963-64 certain important proposals of the Commission, such as 
Free Weaving Subsidy, Subsidy on Ghani Oil etc. But decision 
a u l d  not be reached for various reasons till late in the year 1- 
In the absence of a firm decision even at the time of Gnalising the 
Revised Estimates 1964-65 provision in Revised Estimates could not 
be made. In fact, the decision on Free Weaving Subsidy was pro- 
posed to be implemented only in 196465. But the Commission was 
Insistent and pressed G o v e m e n t  in March 1964 that the Scheme 
should be accepted by C o v e m e n t  without any further delay so that . 
the Scheme could be inaugurated on 6th April, 1964 itself. This 
decision was taken in the last week of March, 1964 and carried with 
tt a substantial fInancia1 commitment by way of settling subsidies 
and rebates to institutions to avoid any confusion and to set the stage 
f i r  change-over. 

The above decision was taken in the last week of March, 1984 
after a meeting with the Commission's representatives. Immediate- 
ly  after this decision, the additional requirements of Rs. 180 lakhs 
under Khildi Grant was reiterated by the Commission and its pm. 
pass) was received by us only in the last week of March, 1964 stat. 
@fag that the expenditure on rebates and subsid@a was a codni&yl 
';lrpahditure and its non-payment &odd involve hdng up bi 



1 nertitutions' fwds which would in turn affect their programme 
under the revised scheme. The Commission was insistent that th& 
commitments were met before the introduction of the Free Weaving 
Subsidy Scheme. 

It was not possible for Government to meet the additional re- 
quirements of Rs. 160 lakhs by re-appropriation or from any other 
source and as the additional expenditure was required to be met 
urgently before the close of the financial year 1963-64, the drawal of 
an advance of Rs. 160 l a b s  from Contingency Fund of India was 
inescapable necessity. 

The above facts were brought to the notice of A.G.C.W. & M. on 
9th February, 1965. 

Village Industrier: 

Due to the enforcement of stricter financial control and the drive 
for recoveries of overdue instalments of loans and unspent grants 
from the State Boards 'Institutions and Societies, additional depart- 
mental receipts were cxpected and consequently the net require- 
ments from Government were reduced at the stage of Reviscd Esti- 
mates when compared with original estimates. 

The figure of Govwnment sanction is less bv Rs. 20 lakhs as com- 
pared to the Revised estimate. 1: mav be stated that sanction for 
the balance of Rs. 20 l a k ! ~  under V.1. loans was received by the 
Commission after the close of the  year. Hence the amount couid not 
be drawn from Audlt Office. 

Question 4 (e) (ii) .-Have any steps been taken to improve 
budgeting techniques? 

Reply.-The budget estimates of the Commission are framed bv 
taking into account the following factors: 

1 The Five Year Plan of the Commission and the  provision 
made therefor by the Government. 

2. The programme decided to be implemented by vwjous im- 
plementing agencies t ! i z  State Boards. Registered Insti- 
tutions and Co-operative Societies. 

The flrst factor needs no elaboration. As to the second. wh;le 
flnnltsing the  detailed programme of execution, the Cmmission 
k e c p  In mind the capacity of the various agencies and the pro- 
gramme to be implemented during the particular year under the 



Five Year Plan and the funds llkely to be allotted by the Govern- 
ment  for the purpose during the year. 

The Budget Estimates of the Commission for a particular year 
.~eal ly  depend on the second factor viz. the programmes to be imple- 
.menled. With a view to determining the programmes for the ensu- 
ing year and. the funds estimated to be required therefor the State 
Boards and 1nstitut:ons are asked to furnish sufficiently in advance 
details about their demands as also their past performance in res- 
pect of various schemes already financed. The data required to be 
furnished by the State Boards/Institutions along with the demands 
are fairly exhaustive, giving a clear and comprehensive picture 
about their past performance, capacity to implement the programme 
proposed by them, the availability of technical, managerial and 
other personnel with them. The State Boards and Institutions are 
also required to give their latest balance sheets and final accounts, 
which enable the Commission to know their financial position. 

2. Meetings are arranged between the Commission's representa- 
tives and those of State Boards and major institutions, wherein rea- 
k t i c  programmes are sought to be arrived at by discussion. Now 
the Commision considers simultaneously the to td  demands for all 
the schemes in a year instead of considering piecemeal applications 
for funds for each scheme. Under the revised arrangements the 
Commission knows, while cons'dering the demands, the financial 
position of the institutions and their performance under the various 
schemes sanctioned to them, which is admittedly an improvement. 
This system is also advantageoui to the State Boards and Institu- 
tions in as much as they are assured in advance of the schemes/ 
proposals accepted by the Commission, thus enabling them to com- 
plete all preliminaries for the implementation of the schemes at the 
commencement of the year itself. 

3. Another change brought about under the revised procedure is 
that when i t  is agreed to allot certain units of production and sale, 
fhe entire amount provided in the approved patterns is not 
automatically sanctfoned, but only such portion of the amount which 
is likely to be actually spent during the ensuring year is taken into 
account. This helps in ensuring that the budget estimates of the 
Commission are as realistic as possible. 

4. In this connection mention may be made of the '~mprcst Sye- 
ternB. Instead of releasing funds as hitherto for each approved pro- 
posal, scheme-wise budget allotments are now issued. Amounts ag- 
mating to 25 per cent of the overall budget allotrnenQ an # v e ~  



as an 'imprest' to State Boards which are only recouped on receipt 
#of schemewise monthly statements of expenditure against allot- 
ments. Similarly, imprests aggregating to 50 per cent and 75 per 
.cent of the over all budget allcrtments are given for major and minor 
hstitutions respectively. As a result of this system (i) The State 
Boards/Institutions get necessary funds so as to allow implementa- 
tion of the programme avoiding at  the same time collection of large 
unspent balances, (ii) maintenance of regular and proper accounts 
Is rendered obligatory, (iii) the Commission becomes concurrently 
aware of the progress of scheme-wise expenditure and (iv) prompt 
submission af Utilisation Certificates is ensured. 



APPENDIX V 
(See para 2.23, 2.25, 2.26, 2.29) 

Pam I (ti) : Administrative expenses 

Qusstian No. 5 ( a )  .-The administrative expenses during 1963-84 
were Rs. 1.57 crores against the djsbursement amounting to Rs. 27.23 
crores as compared to the expenses of Rs. 1-47 crores during 1962-85 
against the disbursements amounting to Rs. 3144 crores. What are 
the reasons for the rise, in administrative expenditure during 1x344 
even though the disbursements fell by about Rs. 4 crores? 

Reply.--The Commission discharge several functions besides dis- 
bursing the moneys to the State Boards and institutions. It i s  a mul- 
tipurpose body, with diverse types of functions such as purchase and 
supply of raw materials, production and manufacture of tnols and 
fmplements, training and research etc. I t  is responsible for supply- 
ing technical personnel to new institutions and it has to organise 
sales also. The question of expenditure has to be looked at  from 
this realistic angle. Disbursement of finance is not the only function 
a t  the Commission. 

Normal increments and increase in pay due to promotions: p y -  
ments of arrears, increase in D.A. arrears of C.P.F. etc. due to revi- 
sion/refixation pay; pay and special allowances to staff in the newly 
opened Hill and Border Area offices; other contingency expenses 
such as purchase of vehicles etc. may be mentioned as some of the 
reasons which contributed to the increase in administrative expen- 
diture during 1963-64. 

It  may also be appreciated that the administrative expenditure 
during a particular year cannot directly be linked with the amounts 
disbursed during the year in as much as the other related aspects 
like follow up of programme, audit and other connected matters will 
have to be taken into consideration. 

The Commission is however, mindful as to the needs of economy 
in administration. With this objective in mind, an Administrative 
Improvements Committee was set up by the Commission. The re- 
commendations made by the Committee are under implementation. 
The various measures taken with a view to out down administrative 
expenditure have been enumerated in reply to Question No. 5(b) (it) - 



' 

Qereotion No. 3 @).-The P.A.C. (196263) in para 62 of their 7th 
Report had oberved with regard to administrative expenditure that 
there was further scope for economy and suggested that a further 
review of work-load in various sections should be made. 

The P.A.C. (1963-64) were informed that in order to locate where 
economy can be effected the break up of expenditure on administra- 
tive st&, audit etc. is being collected and studied [Action taken o n .  
S. No. 55 Appendix 111, 7th Report (Third Lok Sabha) page 73, 26th 
Report]. 

(i) Has the study of the break up  of expenditure on administraz 
tion since been completed? 

Reply.-An administrative Improvement Committee was appoint- 
ed by the Commission in March, 1964 to study the administrative 
machinery with a view to suggesting measures for economy and e S  
ciency etc. Copies of the report submitted by the administr3tive 
Improvement Committee have been furnished vide reply to question 
No. 5 (b) (iv). The work regarding implementation of !he variou.. 
measures recommended by the Committee has commenced and 
various steps suggested are being implemented. Steps already taken 
to effect economy have bcen mentioned in detail in reply to question 
No. 5 (b) (ii). 

Question No. 5 ( b )  ( i i )  .-What concrete steps have been taken to 
effect economies in administrative expenditure? 

Reply.-The following steps have so far been taken to eiicct ccn- 
nomies in administrative expenditure. 

( i )  A ban has been imposed on the creation of new ministerial 
posts and also on their filling up. 

(i i)  No provision is made in the budgets for posts which were 
lying vacant. 

a 

(iii) An administrative Inspection Partv has been set up for 
examining the work-load of the Sub-offices and as per 
their recornmendations 24 surplus posts have bcen abolish- 
ed since April, 1964. 

(iv) The Commission has taken a decision to .gradually transfer 
the functions of its State Offices to the respective State 
Boards. Accordingly, the State Offices. in Gujamt and 



Bihar, have been transferred and as a result 149 posts have 
been abolished. The transfer of functions of two more 
State Ofilces to the State Boards is being Analised which 
will further reduce administrative expenditure. 

fv) An Administrative Improvements Committee was consti- 
tuted for reviewing the work-load etc., and its report which 
contains suggestions for reduction of administrative expen- 
diture is being implemented. 

(vi) The services of all ministerial staff appointed after 1st 
October, 1964 and found surplus have been terminated. 

(vii) Orders have been issued which would ensure reduction of 
expenditure on TA. and Contingencies. 

Question 5 (b) ( i i i )  .-The strength of the officers and staff of the 
Commission has gone upto 5231 in 1963-64 from 4330 in 19GO-61. It 
.nore 'and more responsibility is being taken over by State Boards 
and Institutions why has there not been a proportionate reduction 
.in staff and administrative expenditure? 

Reply.-It may be pointed out in thls connection that the State 
Boards were so far in a formative stage and before they could take 
up the full responsibilities the Commission is perforce required to 
discharge its functions and responsibilities. The functions, inter alia 
are purchase and supply of raw materials, manufacture of tools and 
Implements, training and research, supplying technical personnel to 
new Institutions ensuring production besides disbursing funds to 
Iniititutions and State Boards. The Commission also has to help in 
organislng sales. 

The Commission has been striving its best to effect economy in 
administrative expenditure. With this aim in view, an Administra- 
tive Improvements Committee was set up by the Commission. It 
has submitted its Report and its recommendations are under imple- 
mentation. The several steps taken so far for effecting economy in 
administrative expenditu* have been enumerated in reply to Ques- 
tion No. 5(b) (ii). The present strength of the staff is 5096 despite 
increase in production and sales between 1MO-61 to 1964-65 approxi- 
mately. 

Ptoductim Sales 



Question No. 5 (b) (iv).-Has the Committee set up  by the Com- 
mtssion to study the administrative machinery and suggest economy 
and efIiciency submitted their report? If so three copies of the same 
may be furnished. 

Reply.-Three copies of the report of the Administrative Improve- 
ments Committee are  furnished herewith (not printed). 

Question No. 5(b) ( v )  .-Has the Commission set up in each State 
"a Branch Office, manned by a Director with adequate Ministerial 
and Technical Staff?" Category-wise strength of each office and 
the expenditure incurred on each ofice during each of the last five 
years may be furnished. What functions are performed by these 
ofeces vis-a-vis offices of the State Boards? 

Reply.-For implementing its developmental schemes, the Com- 
mission is assisted by State Offices, manned by Directors with neces- 
sary stafT. 

(2) There was no organisational or constitutional link between 
the Commission and the State Boards. T h e  schemes for the deve- 
lopment of Khadi and Village Industries are required to be executed 
in close co-operation with the State Boards. The State Cffices, 
therefore, largely function as a liaison between the State Khadi and 
Village Industries Boards and the Commission, as well as between 
the major institutions and the Commission. For fulfilling their res- 
ponsibilities in this connection they utilise the industry staff placed 
a t  their disposal and also secure expert advice/guidance from the 
Industry/Programme Directors and Technical Officers of the Com- 
mission and make it available to the State Boards. The Directors 
in the States also attend the meeting of the State Boards. Thus they 
constitute an important link between the Commission and State 
Boards a t  the State level. 

(3) As stated in the reply to Question 5(b) (ii), the Commission 
has already taken action to gradually transfer the functions of the 
State O ~ C ~ S  to the respective State Boards. 

(4) A statement showing the category-wise strength of each State 
OfRce and the expenditure incurred on each State Offtce is enclosed. 



Amexwe to rep/-v r.5 (b)  (0) 

STATE OFFICE, KASHMTR - --- _ _ _ _-_____ . _ ________-._ 
Number of Posts -- 

Sr. No. Designation 1959-60 I N ~ - 6 1  r 961-62 1962-63 1953-64 

I .  Director I I I I I 

2. Managers . . . 2 2 2 2 

3. U.D.C. . 2 2 2 2 2 

4. Auditor-I1 . I I I I I 

5 .  Cashier . I I I I I 

6. L.D.C. . ' .  3 2 3 3 3 
7. Peon . I I I I I 

8. Watchman . I I I I I 

NOTE :-HA-Figure for rggp60 and 1960-61 arc not readily avai1;ible. 



STATE OFFfCE, ASSAM 

Number of posts 

'Sr.Fo. Designation] rgypdo rq50-61 1961-62 1962-63 1963-64 

I .  Asstt. Director . 
I-A. Head-Clerk 
2. Superintendent . 
3. U.D.C. . 
4. Steno typist . 
5 .  Peons . 
6. Rtgional Organizer . 
7. L.D.C. . .  
8. Investigator-IT . 

Bxpcnditvte incurred 

A :-Figures for 1959-60 and 1960.61 arc not readily a v w .  



STATE OFFICES WEST BENGAL 

Number of Posts 

S. No. Designation 195- 196061 1961-62 1962-63 1963-64 
b 

I. Director . 
a. Asstt. Directof . 
3. Head Clerk . 
4. Technical Asstt . 11. 
5. Statistician . 
6. U.D.C.. 
7. Inspector . 
8. Auditor 
9. Steno/typist . 

10. L.D.C. 
11. Asstt. Insp,wor . 
12. Asstt. Accountant . 
13. Chowkidar . 
14. Peon . 
IS. supervl-sm-TV . 
16. Auditor-I1 . . 
17. Supervisor-V. . 
18. Asstt. Tech. Organiscr 
19. Regional Organism. 
20. Sweeper . 
21. Accountant . 
22. Em. Inmigator-I1 

TOTAL 

1959-60 W3451 1961-62 1-43 196364 Total 
A A 1,32W3 96 bS39309.17 1~7W00.64 4*44,1 13 -77 
A. :-Figures for 199-60 and 1960-61 are not readily available. 



STATE OFFICE, BIHAR 

Number of posts 
S1. No. Designation 

rg5g-60 rg6W51 1961-62 1962-63 1963-64 

I. Dy. Zonal Director . 
2. Asstt. Director . 
3. Head Clerk 
4. U.D.C. 
5 .  L.D.C. 
6 .  Steno-typist 
7. Peon . 
8. Supervisor-IV . 
9. Supervisor-V . 
ro. Watchman . 
11. Auditor-I1 . 
12. Daftry . 
13. Tech. Asstt. (Cotton) . 
14.Sweeper . 
15. Investigator--11 . 
16. Asstt. Superintendent . 

t Figures for 1959-60 and 1960-61 are not readily available. 



STATE OFFICE, LUCKNQW 

Designation Number of posts 

Director . 
Asstt. Director . 
Head Clerk , 

Tech. Asstt.-I1 
Statistician . 
U.D.C. . 
Inspector 
Auditcr . 
Stem-typist . 
L.D.C. . 
Assn. Inspector 
Asstt. Accountant 
Driver 
Chowkidar . 
Peon . 
Supdt. . 
Supervisor-I1 
Regional Organiser 
Supemisor-IV 
Supervisor-V . 
Daftry . 
Assn. Supervisor 

Figura for xg~g-60 and 1-1 arc not r e d l y  available. 



STATE OFFICE; MAHARASHTRA 
--- - - -  a- - 
S1. Designation Number of posts 
NO. ---- 

1959-60 1960-61 1961-62 1962-63 1963-64 

4. Asstt. Technical Orga- 
niser . 

5.  Tech. Asstt. 4 1  . 
6. U. D. C. . 
7. Inspector 
8. Auditor . 
g. Steno-typist . 

10. L.D.C. . 
XI. Assn. Inspector 
32. Asstt. Accountant . 
13. Chowkidnr . 
14. Statistician . 
. IS.  Peon . 
16. Supervisor-IV 
17. Auditor-I1 . 
18. Supervisor-V . 
19. A s s .  Supdt. . 
zo. Tech. Asstt. 11 
21. Reg. Organiser . 

23. Sweeper . 
q. Em. investigator-I1 

B x p d i n m  incurred 

, ' t t 94073.37 92,551 -02 91,aII ' 5 7  2173,835'96 

Figures hr  r w w  aad 1961-61 are not nodilv availabk. 
-100 (rui) US--O 



S T W  PSiFI- PW&W 
/- -- 

Designation Number of posts 
a. - 
Ha. 199-60 1960-61 I 961-62 1962-63 1963-4 

I 2 -- .- - 3 4 5 6 7 - 
I. Director . 
2. Asstt.Dirrctar. 
3. Accguntant . 
4. Headclerk . 
5. Froduction Organizer 
6. Texture Improvement 

mcu . 
7. Salt$OrganisFr . 
8. Khadi Stock Officer . 
g. Statistician . 

10. U.D.C. . 
11. Sr. Cashia . 
12. Inspector 
13. Auditor . 
14. Auditor-I1 . 
IS. Stem-typist . 
16. L.D.C. . 
17. [ Asstt. Inspector . 
i8. Asstt. Accammt . 
rg .  Driver . 
20. Dafiry . 
$I. Chowkidar . 
u. Peon . 
23. Swaper . 
24. Supavisor-IV 
25. Supervisor-V . 
26. O.S.D. . 
37- Tcch. Asstt. I 
28. RcgionalOrganiser. 
29. Eco-Investigator-I I 



*.---- -- 
S1. Designation . , Number of porn 
No. 

1gjg-60 1960-61 1961-62 1962-63 1963-64 

Director . 
Asstt. Director . 
Assn. Accounts Officer 
Regional Organiser 

(for Dyeing & Print- 
ing Work) . 

Superintendent 
Head Clerk . 
Asstt. Technical Or- 

ganiser (Woof) . . 
Office-in-charge . 
Inspector-cum-Auditor 
U.D.C. . 
Stmo-typist . 
Cashier Jr. . 
Peon . 
Watchman . 
L.D.C. . 
Area Organisu 
Auditor-I1 . 
Driver . 
Sr. Inspector . 
Technical Asstt. I1 . 
Swccpx 
Ecd. Investigator-I1 . 

. -.--- --...- - --.-- - - 

Expmditwe incurred 

1959-60 1960-& 1961-61 1962-63 1963-64 Total 

t t 1,38,558.94 ~ , ? 9 , 1 ~ ' 6 o  240,569.41 558,318 '95 
, .  

t Figures for 1gS9-60 and ~gdo-1961 err not readily available. 



STATE OFFICE, RATASTHAN 
1 

S1. Designation . Nurnbcr of posts 
No. 

1959-60 191960-61 61-62 1962-63 1963-64 

Director 
Asstt. Director 
Head Clerk 
Tech. Asstt. I1 
Statistician 
U.D.C. 
Inspector 
Auditor 
Steno- typist 
L.D.C. 
Assrt. Inspector 
Asstt. .4ccountant 
Chowkid~r 
Peon 
Supervisor- IV 
Audirm-11 
Supervisor-V 
Driver 
Stenographer-TI 
Daftary 
Asstt. Organiser (I.D.P.) 
Accountam . 
Cashier-cum-Store- 

Keepw 
Eco. Investigator-I1 . 
Senior Inspector . 
Sr. Inspector (Weaving) 
Sr. Inspector (Spinning) 
Weaving Inspector . 
Spinning Insp~mor . 
Saranjam Inspector . 

-- ------ -- 
Expenditure incuned 

1959-60 ~960-61 t961-61 1952-63 1961-64 TaraI 
t t 1,0+,278.~5 145,509'61 1,72,618.95 4,7240b.71 

f Figures far 1959-60 and 1960-61 arc not readily available. 
i 



STATE OFFICE, MYSORE 

S1. Designation Number of Posts 
No. 

rgsg-60 1960-61 I 961 -62 1962-63 1963-64 - - - - - I _ _ _ _ _  _ --__ _ _ _ _  ____- 
I 2 3 4 5 6 7 

I. Deputy Zonal Director 
2. Asstt. Director 
3. Hcad Clcrk 
4. Asstt. 'T ' cc~ .  Organiser 

(lYcW1; 
5 .  ?'tach. hssist:lnt-TI . 



STAm 6FFICB, W H Y A  PRADESH 

Number of Posts 
S1. Desigaation - 
No. - -- 1959-60 1-61 1961-62 1962-63 1963-64 - 

I 2 3 4 5 6 7 - 
I .  Dy. Zonal Director . I I I I I 

Asstt. Director 
Head Clerk 
P.A. to Member-in- 

Senior Inspector (pro- 
duction for Surguja 
Area) 

Tech. Assistant-I1 . 
Economic Investi- 
gator--11. , 

Statistician1 
U.D.C. 
L.D.C. 
Peon 
Chowkidar 
Sttlno-typist 
Auditor-I I 
Driver 

Expendir ure incurred 

t Figures for xg~a-60 and I 960-61 are not readily available. 



I r4 
S T A ~  oPtrkz, WARAT 

-- - 
SL Designation Number of Posts 
No. - ----- 

19~9-60 1-1 1961-62 1962-63 1963-64 
--- 

Dy. Zonal Officer . . . 
U.D.C. . . . 
L.D.C. . . . 
Pcons . I 

Asst. Tech. Organism . . 
Head Clerk. . . . 
Tech. Assistant-I1 . . . 
Statistician. . . . 
Stenographer I1 . . . 
C~shier . . . 
Watchman , , . 
Dc,>~>mic 1nv:stigdtor I1 

. . 

Bxpmdirure incurred 

1959-60 1960-6r 1961-63 r96t-63 1963 -64 Tufa1 

A. A* Rs. 20,533.85 Rs.81,835.41 Rs.r~g..1-19-3 247,818.57 
 nor^: -.4* Figures for rg5p60 and 1-1 are not readily 

available. 



STATE OFFICE, .KERA&A 
-- -- -* --. 

S 1. Designation Number of Po.- 
No, 

1959-60 1960-61 1961-62 1962-63 1963-64 

I. Dy. Zonal Director 

2. Head Clerk . 
3. U.D.C. . . . .  3 3 4 7 7 

4. Steno-typist I I I I I 

5. L.D.C. . 2 3 5 7 7 

6. Peon . 2 2 2 2 2 

7. Watchman . I I I I , I 

8. Tech. Assistant (cotton) . . . . I I I 

2959-60 1960-6.z 1961-62 1962-6 3 196- -64 Tot a1 
A .4 37,679.37 60,198 75 r,or.gor .93 ' r ,c/g.?So.q 

A:-Figures for 1959-60 and 1960-61 are not rcod~iy uvail~blc. 



131 

. STATE OFPICE, MADRAS -- - ... - 
S1. Designation Num' er of posts 
NO* 

1959-60 1960-61 1961-62 1962-63 196344 

Diredor 
Asstt. Director 
Head Clerk . 
Tech. As.m. I1 
Statistician . 
U.D.C. . 
Cashier . 
Inspxtor  
Sten )-typist 
L.D.C. . 
Assn. . 
,"rstt. Accountant. 
Chowkid~r . 
Peon. 
Sup?rvis(lr-&' . 
Supzrvisnr-V . 
Aditor- I1 
Superintendent. 
D ~ f t v .  
Economic Investigator- 

11. . 

8959-60 1960-61 2961-61 r p 6 ~ 6 3  rt6-7-64 Total 
A A 1,10,482~89 r ,13 ,~61 85 1,39,4S5 6r 3.63.330.38 
4: Figures for 1959-60 and 19&~-61 are not readily avnilrble. 



3. Designation. Number of Posts 
No. 

1959-60 1-61 1961-62 1962-63 1963-64 

I. Director. . . . . . I I I 

2. Asm. Director . . .. . . I I I 

3. Head-Clerk . . . . . I I I 

5 .  Peon. . . . . . I 2 t 

.6. Watchman. . . . . . I I I 

7.  U.D.C. . . , . . . 4 4 

8. L.D.C. . . . . . . . 5 5 

A:-Figures for 1959-60 and 1960-61 are not readily availuhle. 

Questions No. 5 ( b )  (vi)  .-The Co-ordination Cwnmittee constituted 
ay the Commission had decided in November. 1959 that in regard to 
Village Industries, the Commission should deal with all Institutions 
both old and new invariably through the respective State Boards. 

Has this decision been implemented? If so what economy in 
staff has been effected as a result thereof. 

Reply.-The Co-ordination Committee consisting of the represcn- 
tatives of the All India Khadi & V. I. Board, State Boards and Insti- 
tutions at its meeting in November 1959, had recommended that in 
regard to Village Industries, other than Khadi, the Commission 
should deal with the Institutions, both old and new, invariably 
thrcugh the respective State Boards. The recommendation could 
not be implemented as such a step could need much spade work 
a n d  creation of crraditiono for smooth and eadent functioning. 



Meanwhile, the conference of the representatives of State Boards* 
held a t  Jaipur in November 1960 recammended that in  the case of 
Village Industries also, the Commission might directly deal with 
such of the old Institutions in  whose cases dealt with directly in 
respect of Khadi, since financing of the same Institution by two 
separate agencies raised difficulties in the matter of financial control, 
utilisation certificates, etc. 

The Commission at present deals with certain old Institutions and 
certain selected ones directly both in regard to Khadi & Village 
Industries but the Policy has been to gradually finance them through 
the State Boards. 

As regards the issue of effecting economy reference is invited to 
the reply to Q. No. 5 (b) (ii). 

Q. No. 5 (b)  (vii) .-It has been stated in Para 3: 26 (Page 30) of 
the report of the working group that there are as many as nearly 70 
committees under the Commission. 

(a) A list of those 70 committees indicating their functions 
may be furnished. 

(b) Since when each committee is functioning? What is the 
strength of each Committee (Showing separately the num- 
ber of Officials and non-officials) ? 

Reply:-The Report of the Working Group refers to "nearly 70 
Committet.~". Actually there were 69 C: mmlttpes of the Khadi k 
Village 1ndustrlt.s Comm~ssion. A statement t 5  attached showlng 
the details of al l  these 69 Committees. 

Thc Government of India had already suggested that for reasons 
of economy it might be examined whether any reduction in the 
number of Committees was possible. This was done and as a result 
the number of Cornm~ttees was eventually reduced to 16. 



Statemmt shwlng the names of vnriorts Committees (consriruterl by the Cornmi.wion), their terms ofrefeteme and 
split-up of rheir strength krro oflciuls and non-oficials 

S1. Name of the Committee 
No. 

Functions Sincc when Strength , Official Non- 
Official , 

functioning 

1. Services Board . To advise the Cornrnis~inn nn n1:lticrc :-c- 24-6-63 4 I 3 
lating to the rcquircmsnt d r h c  cmploy.:es 
of the Con~mission, (ii J 'l'o :111~iw the 
Comniission on yurllifications : i d  ni-range- . u 

W 
mcncs for in service training or  the P 
cmployx of various catcgnrics under the 
Con~mi&w,  (iii) To sclcct by  a Ivtrti;e- 
m:nt. intcrvicw o r  other mcms cnnsidcr- 
ed suitat.lc, c m p l o ~ ~ ~ s  reqi~ircci t>p the 
C'xJmmis~ion with 3 startinf: s:ilarv of 
Rs. 275.'- rcr month :~ml  atmw,  ( iv)  TO 
advise the  ommis mission tr-hen rcquircd 
to 20 so, on a l l  m:itrcrq relating t o  the 
scrvicc conditicms, dis;ipiinc, pun i~hrnrn t  
and othcr cognate nur tcm in rcspcct of 
the cmplayces of 1 1  Commis.:ion, (v) 
T o  render aJvise on :ill such m:lttcrs rcla- . ting to scrvicc cnnJititms ::s nxiy bc 
referred specifically to the Board for 
such advice. 



2. Traiairrg Committee . (i) To examine proposals for the organisa- 3-4-1957 
tion of training in respect of industries 
falling within the purview of the Com- 
mission. 

(ii) '1 advise the Commission about the 
lowtion af training institutions. 

'i i i) T o  advise the Commission regarding 
qualifications of the staff of the training 
inst itutians. 

(iv) T o  examine the spll:abus for various 
courses prop,sed to be started at diffc- 
rent training institutions. 

3. Permanent Patterns Chn- Terms of reference of the Committee 28-10-63 
mittee. shall be to rcvicw from time to time the ' 

various patterns of assistance available 
fbr Khadi & Villrtge Industries from the 
point of view of their adequacy, continua- 
titrn and utility and to examine such cases 
whwh invo1vc deviation from the prcs- 
crihcd patterns and makc suitable rccorn- 
n~endat ions. 

4. Weaker Sections ( :orn.nittl c. ( i )  'I'o prepxre programmcs for dcvslop- 27-5-63 
mcnr of Khsdi and Villi~gc Industries 
for the benefit of the Wmkcr Sections 
of the community ; 



(G) To guide, supervise, controi and 
from time to time review the pro- 
graw in the execution of the above 
programme. 

5, Cerrification Committee (i) To frame rules for the grant of certi- 3-4-1957 10 
(including the State ficates for the production and sale of 
Level). Khadi. 

(ii) To fix the scale of fees for grant and 
renewal of such certificates. 

(iii) T o  constitute committees at State 
Level to perform its duties and 

-+"F wer delegated by the Ccrti- 
ficauon ommittee. 

(is) T o  issue cemficate w h m  neassary 
in consultation with the State Level 
Committee. 

(rt) To arrange for the recovery of fees 
and their tmnsrnission to the Com- 
mission. 

(4 T o  check compliance with the con- 
ditions prescribed under the cert%- 
cation rules. 

6. Lerrher Advisory Commit- To advise the  mission about the for- 24-1-1958 I 8 
mulation and w o r m  out of the pro- 





9. Madras Bhavan Commit- 
tee. 

to increase sales and the popularity of 
the emporium, ( iv)  to pay visits to the 
em ria (by surprise or by appointment) k an record opinion in a special book 
maintained for the visits of the mem- 
bers. These opinions and suggestions 
mey be discussed in the subsequent 
meetings and results of the Committee's 
deliberations indicated to the Commis- 
sion by the Chairman of the Committee 
for further action, if any, (v)  to work 
as liaison between the emporium and 
the public in regard to public relations, 
i.e. to invite important persons to the 
emporium, to receive them at the em- 
porium and show them round the de- 
partments of the emporium in coopera- 
tion with the work of the Committee. 

Do. 

to. Goa Bhavan Committee . ( i )  T o  recommend to the CoIllfnission im- 25- I I -I 963 
provements in regard to general manage7 
ment of the emporium, (ii) to discuss 
comments and suggestions from indivi- 
duals and bodies and recommend suitable 
mcawee to the Commission wherever 
nuxasary to do so in view of local public 



opinion, (iii) to suggest ways and means 
to  increase sales and the ppularity of 
the emporium, (io) to pay visits to the 
rmporia (by surprise or by a~po~intment) 
and record opinion in a specla1 book 
maintained for the visits of the members. 
These opinions and suggestions may be 
discussed in the subsequent meer ings 
and the m l t s  of theCommit t~ ' s  de- 
liberations indicated to the Commk4on 
by the Chairman of the Committee for 
further action, if any, (v )  to work as 
liaison between the emporium and the 
public in regard to public relations, i .e .  
to invite important persons to the em- 
porium, to receive them at the emporium 
and show them round the departments 
of the emporium in cooperation with the 
work of the Committees. 

I I. Delhi Bhavan Committee . Do. I 3-8- 1958 7 

12. Economic Research Com- To examine from time to time the economic ' 3-4-1957 9 
mi ttee. aspects of the programme of the Com- 

mission for different village Industries 
including Khadi and to offer advice 
regarding specific economic problems 
rcfcrrui to it by the Cmmmission. 

I 3. Khadi Saranjam Committee (i) T o  laydown specifications for Khadi 3-4- I957 7 2 5 
Saranjam consisting of various imple- 
ments used for the productia:l of Khadi, 
(ii) to arrange trials of various irnple- 



ments and make suitable recornmerrd- 
tions to the Commission about their 
efficiency. (iu) to advise the Commission 
about the planned production of Saran- 
jm so as to ensure adequate supply of 
quality products. ( iv)  to examine and 
make recommendations regarding grants 
for experiments in Khntii. (o) to ndvisc 
and ;or undertake such functions as the 
Commission might assign in connection 
with its scheme(s) if and when formu- 
lated, for reward of prizes for improve- 
ments in the existing sarnnjam and/or 
components thereof or techniques re- 
lating thereto. 

1.1. Film Advisory Committee . (i) T o  cxaminc expenditure proposals for 3-4-1957 7 
Film Section. 

fii) To examine proposals regarding the 
detailed programme prepared by the 
Film Sections and to advise the Sections 
regarding the implementations of the 
proposals, 

(iii) To examine proposals fmm the S e c  
tion regarding thc purchase of equip 
m a t s .  



(iv) To dcal with other cognate matrers 
ia c-cvtion with au lovisu.11 in~truitions. 

15. mibit ion Committee . ( i )  T o  assist in organising inland and foreign 22-7-1963 
exhibitions in a planned way esscntiaUy 
from the education point of view. ( i i )  
co secure statisticd data in regard to 
the progress recorded by the various 
industries and to publicise these rhrough 
big and small exhibitions to hc organised 
from time to rime. 

(iii) To i l ld~trate  through the cxl~ihit;ons to 
be organi& in scho.)Is and collcgcs the 
importance of khadi and v11l;lpc industries 
in national economv.(z'v,~ to i1lusrr;itc through 
exhibitions to be organised in villages 
how best khadi and village industries 
could tx corelatd with agric ~lturc wi!h 
o view to impnving the  over all cconomlc 
cunditions of villitge p ~ p l e .  ( v )  to 
devise and suggt'st tlircrugh dcmonstril- 
tions and exhibitions to Sales Ihandi~rs 
t l~c v d s i o u ~  methods of' display of' goods 
at ~worlomic spce  m d  cost. 





to the Research Institute Wore they 
are sanctioned by the Commission. 

I 7. Khadi Advisory Committee The Committee shall advise the Comrnis- 3 1-12-1962 10 
sion, inra alia on the following matters 
relating to its khadi deveiopment pro- 
gramme :- 

I .  Maintenance of c l w  and constant 
touch uVith workers connected with 
Khadi institutions and State Boards. 

2.  Study of the difficulties and problems 
of Khadi institutions and State Boards 
with regard to any of the below 
mentioned subjects and rendering 
assistance in their solution. 

(3) Arrangements for supply of kapas, 
cotton and other raw materials. 

(b) Arrangements for manufacture and 
supply of Saranjam spare parts 
etc. 

(c) Arrangements for the training of 
workers and instructors for spin- 
ning, weaving, sales etc. 

(d) Organisation of Weaving Centres 
afforded free Weaving facilities. 

(e) Arrangements for the provision of 
funds for production and market- 
ing. 

- -- - -- - - . - ----- 



(f) Arrangements regarding rates of 
spinning, weaving etc., prices of 
cotton, yrn and cloth and esta! - 
lishment charges. 

(g )  Arrang~ments for meeting the 
Khadi rcquircments of villages 
covered by production centres 
as also of hhandars and mporia  
in towns and cities and for or- 
pmising regular supplies to outside 
centres and 

(h) hrrmgcments fbr collection of 
statistical and othcr data regard- 
ing wages, cost of production, sales 
etc. 

t8 Power committee (P). . (i) 'v cuminc, subject to the general con- 27-5-1963 2 
s~deration prcscribcd by the Commission, 
prnpo.;als fijr the use of power in the 
~ ~ ~ K T S S C S  o r  opt-rations relating to any 
nf thc prnpt.;tn~n~cs undcr the purvicw of 
the Chmrnissitm and tk) suhmit its rccom- 
mendatinn to the Commission h ~ r  consi- 
derasideratinn and acceptance. 

(ii) To recommend whether, before pcrrnitt- 
ing use of power in any p~QCCSS or opera- 
tion for any industry under the Cornmi- 



;+lonr' purview, field experiments should 
'x undertaken and if so the nature of such 
field experiments and the conditions 
under which they should be undertaken. 

(iii) To consider proposals for the decentra- 
liscd peneration of pO\V€!r f iw use in village 
industries. 

(IV) To formulr~rc and rccom~encl schcrnes 
for the provisicsn of arrangements for 
training persons in rural engineering where 
rcql~ircct in cdl:thor:ltion with oth .r cJuc3- 
tional agm :its. 

20 Expofi Advisory Cornmitt= ( i j  'To advise the Bombay Suburban Village 
(PI. Industry Assc~iation for export of Khndi 

entrusted to it by the Commission. 

(ii) To keep the Commission informed about 
thc progress of this wr rk ,  and 



(iii) T o  gcnerdly advise the Commission in 
problems connected with the urport of 
Khadi & other products of Village Indus- 
tries. . 273-1963 

71 Khadi Wool C a m i t t e e  (P) T o  advise the Commission regarding all 
matters pertaining to the development of 
Woollen Khadi Industry. . . 22-6-1957 

22 Technical Advisory Com- (i) T o  suggest technical improvement in the 
mime for Gur and Khan- implements used in each of these indus- 
sari. tries. 

(ii) To advise the Cammission about the 
research work in connection with these 
industries csprcially at centres established 
by the Commission. 

(tii) T o  communicate its views on matters 
relating to technical improvement and 
extension referred to it by the Commission, 
or by the Diream of various village indus- 
tries. 

(iv) To advise on thc extension of the tech- 
nical improvement effected in each indus- 
try. 

(a) To consider the scheme for extension and 
technical impmvemcnt in respec1 of each 





(ii) to advise on arrangements for supply of 
raw materiels required for the various 
village Industries. 

(iii) to advise on arrangements for manu- 
facture and/or supply machinery and 
other equiprnents required for the various 

Village Industries. 
( k t )  to suggest measures for better marketing 

of village industries products and for that 
purpose to advise on the question relating 
to monopoly purchase of village industries 
products, price rcfcrcnce ctc. 

(r) to advise on the best method$ of liaison 
with the State Roar& and the Institutions 
cnpageri in thc ficld of Village Intiustries 
and on apcocic~ that may be set up for the 
coordination of work relating to villagc 
industries. 

(w) '1'0 aclvise on mattcrs of co-ordination 
with the t~ther All India Boards such as the 
Hancilcwm Board, the Silk Board, thc (h i r  
h r J  ctc; 'I'hc <kmmittec may ordinarily 
meet once in thrw months. 

29 Silk Advisory Committee To advise thc Commiwion on all matters 
(F) relating to its development programme of 

Khadi Silk. . 22-7-63 



30 Tcddd Onnmitta for To recommend to the Cnmrnisian improve- 
Hmdpouadin of Paddy mmts in regard to general management of 30-9-63 
and arrafs I wtry (dis- the emporium, l i t )  to discuss comments 
sulvcd). 

4 
and suggest ions firm individuals and 
bod~n and recommend suitable measures 
to thc Commision wherevt~ neccssae to 
do 50 in vicw n1'1,tw;tl public opinion, (iii) 
m~ugpcsr ways anJ mems t o  increase sales 
and the Popularity of the enlporium, (it?) 
to pay visitq to thc ernporia (by surprise or 
by aywintment) and record opinion in a 
sfrcctal hcmk maintained Ar the visits of 
the mcmhcrs. 3 hese o y i o n s  and suggcs- 
tions may bc discuswci in the subsequent 
meetings ;md the rcsults nf'dle Cumrnittct's 
cielibcritti(ms inciia~ted to the Cummission 
by the (:haim~:m of thc (:r~mmittce for 
funher action, if':~n?-, (t.) to work as liaison 
hctwecn the cmpnrium and the public in 
rcgar~l r c )  public relations, i.e. to i n ~ i t c  
important yerwn5 to the emporium to 
rcrvivc thcm et thc emporium and show 
them round thc departments of the em- 
porium in cooperation with rhc workofthe 
Commit t ccs. 

30-943 5; 4 I 31 &bat Gan Committee (P) Do. 

32 Gmminec for Rajasthan '1'0 :idvise thc ('ommission in respect of its 
kmier  Areas. devrloprncnt progrumnlc t o  he undertukcn 

in the hordcr areas of liiljasthsn. . . 26-1-64 x 1 I ID 





Conoa prmiuction Advisory The functions of the Committee shall be to 
Cowninee (Since h o l -  advise the Commission on all matters d a t -  
=% ing to the production of the types of cotton 

required for spinning on the traditional 
and Ambar Charkhas in different areas 
either under thedirection ofor with the aid 
from the Commission . 27-543 4 

35 Dyeing awi Ainriag Advi- T o  considtr programmes to be undertaken 
sory Committee (Abo- in mpect of dyeing and printing of Khadi 
lishcd). with the aid of the Commission and to 

advise the Commission about the implc  
mentation of such programmes . 25-12-57 

36 Tcshnical Advisory C-i- (i) To sugpcst tcchniclul improvement in the 
tree for Palmgur (Since implements used in each of thesc indus- 
diS301VEd). cries. 

f i i)  T o  advise the Commission about the 
mcarch work in connecrion with these 
industries espciully at centres established 
by the (i~mmissinn 2 7 - 5 4 3  5 

(in) To communicate its views on matters 
relating r o  tcchnicnl improvement and 
extension refcrrcd to it by the Commission, 
or by thc Dirtxmrs of the various villapc 
industries. 



(iii) To cmunlmicutc its views on matters 
relating to tcchni~nl i m p  ovcmcnt and ex- 
tension referrcd to it by thc Commi~sion, 
or by the Director of tfw v:~rious vill;qc 
Industries. . . 27-5-63 

(iv) To rdvisc on the extcnsicm of the tcxhni- 
cal improvement cffrcted in each industry. 

(o) TO consider the schcnm tilr extension 
and technical improvement in rcsprrt of 
a& of these industries and give its rcport 
on such rn-wurcs. 

39 m* to suggest rub ( a )  *TO suggc.st norms for Jetc~mir l i~~g  S C ~ I C S  
fbr finmine scales of pay of p ~ y ,  servicc con.i~ticin\ am1 provi'lic~ri of 
and other senice condi- other anwnitics f\)r the \ t d f  uncicr the 
tiom for its staff under the Cornmt.ision's t rdlng xtrv t t io  both for 
trading activities (Temp. K W i  & Village Industric~, ( i r )  1'0 fr;lnl~ 
report submitted) Not draft rules abut thc sa vtcc conJrrmns 
functicmzing (P). i c scales of p3y. grant of allowances other 

amenities m J  f d i t ~ e s  ctc. for the workers 
u n k  thc Cbmmiswn's trdding activities. 24-6-63 



qo. Committe for dispxal of To decide all matters regarding the schemes 
sub-standard goods of substandard Khadi goods. - W-663  5 
(Temp.) (Nor functioning). 

41 Committee for purchase of To regulate and effect purchase of coccrims 
mcuons %r North (P). sn ;IS to  ensure proper investment of the 
(Disdvcd) ('.nrnmis(;ion's finances. . 28-8-63 7 

qa Committee for purchase of 
m s  for south !Dissol- 
vcd). 

43 Advisory Committee for the To d v i w  the Carnmis4on on all m m r r s  
Commission's Programme relating to dcvelopmcnt of its activities 
in Hirnlchd I'radeqh (Dis- in Hirndchal l'raclesh. . . 28-8-63 12 
solvd). 

44 h i t t o e  for workiq Turns of rcfcrencc of the Committee shill1 
Capital fm K b d i  (Temp.) be to rcview the basis and the arr;mgcrnents 

available at prc.mt for s;tnctinninp loans 
for working capitill for khadi (including 
loans for purchase of cotton, \voul, cocoons 
etc.) and suggest whether any modification 
is nccewary-in the procedure for paymmt 
of such loans and the panerns of assimncc, 
taking into ct)nsideraiinn among orhcrs, 
the volumc of working c;tpitd normally 
rqui red  (1) to bc held in liquid i w c t s  
such as cash, Jeposi t~ in hanks, ctc. fix 
meeting current needs such '1s p,~ymcnts 
wages, of aalarics etc , ( r t )  for stocking raw 
materials R U C ~  US cotton, wtn~t, cocoons, 
dyes and chernicitls, cts . nnci (iii) fur - -- --- - 





proposals to the Rcsearch Committee of 
the Commission for consideration. . . 29-2-1964 6 

qg Committee ta dcterrninc the Thc terms of rcfcrmce of the Committee 
tranrfer of staff to State shall bc to dctcmine, in consultation with 
R d  (Temp.). each Stare, Industry and Progrmrne Di- 

rector, thc technical ; I I ~  field staff that 
should bc retained by the Commission in 
c x h  State and the s t ~ f f  that should be 
tr;ulsfcrrd to thc resp:ctive Stdte Board. 
The C~n~rnirtcc s h ~ l l  I x  guided by the 
following principles in ft~rrnulating its 
p r o p a l s  : 

( I )  Generally the functions of the Commi- 
ssion's Stste offices shall bc confined 
to matters relating to training, research 
(including demonstration and cxperi- 
mcnts) and cxpcrt advice and thixc of 
the S tae  Hoards, to  planning ,md orgd- 
nisation of prr>grmmcs, grant of finan- 
cial assistance and ticlJ lcvel work. . 24-3-1964 5 

(2) In the case of thc State BcurJs fcmnd to 
ht doing satisfactory work the (iirnmi- 
ssions' activities should bc rcstricttd to 
thc mirlimum. 

49. Committee to examine the To study working ofttic Cornrni~si~m's or@- 
working of the organisa- nisation and IKS dministrative machinery, 
tion, administrative set up both at the headquarters kind at the state 24-3-1964 3 2 I 
etc. (Temp.) Rcpart lcvcl 
submitted. 

-. - -  - - . - -- -- *- 
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50. Committee for Border Area T o  advise the Commission in respect of the 
in Guiarat Stnte. development programmes to be under- 

taken in the Border Areas of Gujarat. . 23-5-1964 I I . . 11 

51. Cornmime for Border Arc3 T o  a d v k  the Gujarat Border Area Commit- 
fat Kutch. tee. . *B 3 . . 3 

51. Committee for Border Area T o  advise the Gujarat Border Area Cornmi- 
of Banaskanth Dist . . ttee. 9$ 3 , . 3 

53. COCOMI Purchase Committee Functions ddned in the resolution. . 294-1964' 16 2 14 ," 
(North) (PI. OI 

54. Committee for undertaking To undertake experiments on handlooms and 
Experiments on hand- its acrrssories with a v im to developing 
looms and other accesso- more production and efficient implements. 29-6-1964 6 . . '6 
r i a  (Temp.). 

55. Gommincc for West Ben@ To advise the Commission in respect d its 
Bordtr A m .  dtvelopment to bc undertaken in the border 

areas of West Bcngal. 30-7-1964' I4 2 12 

56. Sub-Conzminec for Evafua- Tenns of Reftmce : ( I )  To examine the 
ting the traininp of Gram trPtning programme of Gram Sahayaks in 
Srrhoyaks in Vidyalayas in the field.(2) To examine 
and in fields p m p . ) .  training of the Gram- 

Sahayaka on their performma in their 
rrsp"i= en as. ($1 T o  wpt weye w4 







Quea. 5 (b) (vii) (c) :-The expenditure incurred during each of 
the last 5 years on those committees including expenditure on TA, 
D.A. and honorarium may be furnished, 

Reply: -A statement indicating expenditure on T.A. and DA. in 
respect of the various committees for the year 1962-63, 1963-64 and 
1964-65 is enclosed. Separate figures for the year 1960-61 and 1961-62 
are not readily available. On some of the Committees, members of 
the Board or the Commission are appointed and in their cases ex- 
penditure in respect of work of the various Committees has not been 
booked sepamtely. 

Out of 69 Committees referred to in Q. No. 5(b) .(vii) (a), the 
statement enclosed indicates only of 30 Committees for which the 
information could be collected. 

Enc1:-to reply to Q. No. 5(b) (vii) (c). 
Expenditure in connection with the Travelling Allowance in res- 

pect of the Members of the various committees (other than mernb- 
ers of BoardlCommission) for the year 196265, 1963-64 and 1964-65. 

Sl. 
No. Name of the Committee 1962-63 1 9634% w54-65 

I Cmification Cammince 

a Training Committee 

3 Khadi Advisory Committee 

4 Coopcra~ivc Advisory Com- 
mince . 

5 Rc~ertrch Committee . 
6 Weaker Sections Commit- 

tee . 

7 Power Committee . 
8 Integrated Dewlopmat 

Rogfamme Cornminet. 
I 

9 Khadi Wool Committee . 
10 Dyeing & Printing Advi- 

sory Committee . 
x I Lentha Advisory Commit- 

tCC 

Nil 



, I 2 3 4 s - 
12 Tcch Advisxy Committee : 

( i )  Palm Gur . . . . . . 
(ii) Gur & Khandsari . . . . . , .  

(iii) Non-Edible Oil & 
Soap . . .- 793 '65 

(o) Village Pottery . . . 676.60 3726.02 

(vi) Hand Made Paper . . . . , , 

(vii) Lime Stone . . . 

14 Pubhcation Advisory Com 
mitree . . . 

15 Raw Wool Purchse Corn 
mittee . . . 

16 Hill & Border Area Corn- 
mitt= . . . 

17 Exhibition Cornnittee . 
18 Silk Advisory Committee . . . 
rg Cotton Purchase Commit- 

tee . . . . . . . 
20 Saranjam Committee . 938 '85 , . . . 



APPENDIX VI  
(See para 5.13 and 5.20) 

Para I ( i i i)  estcmtes of departmental rectipts: 
Question 6,-The Departmental receipts have been generally 

under-estimated as disclosed from the figures for 1961-62, 1982-63 and 
1963-64. 

(i) What are the reasons for these variations? 
(ii) Is there a proper scrutiny, in time, of the loans repayable 

by the State Boards etc? 

Reply 6(i)  It will be seen from the Agures in para I (iii) of the 
Audit Report on the Annual Accounts for the year 1963-64 and re- 
produced below :- 

Original Revised 
Estimates Estimates Actuals 

v.1. 1961-62 1 '34 I ' 5 0  3 . 2 7  
1962-63 2 .12  2.12 4.62 
1(%3-6j 2 . 1 6  4 .00 3 '97 

The variations between the figures of receipts are mostly In res- 
pect of recoveries of loans. These receipts are of a fluctuating 
nature as the implementing agencies found it difficult many times 
to pay the loan instalments especially those pertaining to the 
Working Capital Lnans for production and sales in time. These 
.agencies in fact asked for renewal of loans and for temporary loans 
(especially under Khadi Programme due to accumulation of stocks 
resulting in lock up of the capital). It may be pointed out here that 
it is because of these difiPculties that the loans for production and 
orlee have been dekided to be treated as Working Fund' to be re- 
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tained by the implementing agencies subject to the condition tha t  
the prescribed levels of production and sales are maintained. 

The factors which contributed to the variations in the receipts 
in the years 1961-62 to 1963-64 are as under: 

When it was noticed that large unspent balance and overdue 
loans were outstanding against the State Khadi & Village Indus- 
tries Boards a meeting was held in Dec. '61 at  which the various 
State Boards were requested to refund the unspent balances of loans. 
After this Meeting the Commission before releasing any loans, ad- 
justed earlier unspent balances andlor overdue instalments of loans. 
Similarly in 1962-63, the State Boards were asked to refund the un- 
spent balances before release of funds for the programme that was 
to be executed during the year by the State Khadi & V.I. Boards, 
Further, in 1963-64, the releases of funds were held over till the 
overdue amounts of loan instalments were cleared or unspent bal- 
ances refunded or full justifications given for delay in remitting 
these overdues. It will thus be seen that the variations are mainly 
due to the fact that special d r i w  np,is undertaken to effect recov- 
eries on account of unspent brl ? 4cfnults. The amount re- 
ceived as refund of unsrm+ t ' ,  'tlring these 3 years was 
to the tune of Rs, 6-1'2 , -c -ice of higher receipts 
other than estimated i t h  ciore. n ' r jC the special efforts 
made in the direction " -.ocoverir~ - r,, '-.an symptomatic of the 
same being u n d e r e s t l m ~ ~  

(ii) The terms and con6 I 1 nf :ilc ..::)ayments are got accepted 
to the loanee State BoardlTnst~+tl*' .!- Sxieties before each release 
of funds. Due dates for repayment are watched through ledger 
accounts maintained. by the Commission in respect of each loan. 
Notices are sent about 2 months in advance of the due dates to the 
parties concerned although the loanees themselves are required to 
watch and repay the loans on due daks. 

The progress is reviewed every month in the meeting of Com- 
mission. 

A consolidated statement showing the overdue amounts of loam 
from t he  State Boands~Institutions~Sacieties is also prepared every 
six months and placed before the Commission. 

Special efforts are made through IndustrylProgramme Directom 
and State Directors of the Commission for effecting recovery of the  
same. &gal action ie also resorted to wherever necessary. There 
b, howauever, need to amend the legislation to remove a legal Iamrns 



in the matter of recovery of these dues as arrears of land revenue. 
Steps for the same are being taken. 

Para I (iii) Estinnutes of Departmental Receipts 

Question No. 6 (iii).-Are any assessments made of the capacity 
of the loanees to spend the amounts before loans are granted to 
them. 

(iv) Have any steps been taken to improve upon their budget- 
ing? 

Reply.-An assessment of the capacity of the loanees to spend 
amounts before loans are granted is made in the following 
manner :- 

( i )  Commission vis-a-vis institutions on the direct list:-Pro- 
pammes for executing the schemes and the amount of assistance to 
be given in a year are determined after examining the following:- 

(a) The overall financial position by examining the audited ac- 
counts for the previous years, 

(b) Past performance with reference to the agreed programme 
both in terms of financial as well as physical targets. 

(c) Availability of adequate qualified personnel to execute 
the schemes. 

(ii) Comnrissaon vis-a-vis State Boards: -&fore considering the 
budgets of the State Boards, the Commission obtains full data such 
as Annual Accounts, achievements against physical targets for each 
industry, utilisntion position. confirmation of balances and the same 
are examined in detail by the various Industry and Programme 
Dimtorates of the Commission, The State Boards undertaking any 
programmes departmentally are also required to furnish two 
separate budgets, one for their departmental activities and the other 
In respect of the funds required for disbursements to institutionst' 
c-rative aracfetles. The budget demands as a whole of each 
State Board a& discussed with the representatives of the Board and 
the Anal agreed programmes are determined after taking into con- 
ridemtion all aspects referred to above. 



(a)' Almost in all States there is a Finance Committee for ex- 
amining the applications for assistance. Extracts of the 
recommendations of .the Central Public Accounts Commib 
tee and of the General Financial Rules in regard to the 
financial control to be exercised and also the procedure to 
be adopted in consideripg the applications have been sent 
to the State Boards for guidance. 

(b) The State Boards have been advised to follow the following 
procedure in preparation of the budget estimates. The 
State Boards are required to discuss with the institutions/ 
co-operative societies aided by them, the requirements for 
the ensuing year in relation to the past performance 
against the targets, utilisation position and other aspects 
referred to under item (i) above before they submit budget 
proposals to the Commission 

(iv) General.-In addition to the above, the Commission has 
:'introduced the following measures: 

(a) Provision of fund by way of imprest working upto rough- 
ly three months requirements to the State Boards and 
Institutions and recoupment of expenditure incurred 
therefrom on receipt of expenditure statements. 

(b) Study of the working of the State Boards and discussing 
the same with the State Governments. 

(c) Review of each State Board's working in the Commission's 
meetings. 

(d) Undertaking examination of the functioning of the insti- 
tutions at periodical intervals. 



APPENDIX VII 

(See para 5.33, 5.36) 
Questwn No. 7 (i) : What action has been taken on the recornmen- 

dation of the Public Accounts Committee (1964-65) contained in Para 
45 of their 38th Repart regarding Working Funds for the Commis- 
sion? 

Reply.-"The Committee already appointed by the Commission 
to work out a scientific basis of capital requirements has submitted 
its report in regard to "Cotton" Khadi in May, 1965. The Committee 
is at present working out the formula in regard to 'silk' and 'woollen' 
Khadi. Thereafter, the Committee will M e  up  the work of deter- 
mining the formulae for working fund requirements for various 
Village Industries. 

Pending receipt of the recc~mmendations of the Committee and 
pending examination of the Committee's recommendations the 
requirement of 'working fund' are being determined in case of each 
institution/co-opcra!ive society with reference to the existing 
formulae evolved b!' experience over a number of years in the case 
of Khadi. In regard to Village Industries also tentative formulae 
hnvc been arrived at based on the experience of the working of the 
various industries over a number of years. The amount of 'working 
fund' is being determined in case of each institution on the basis of 
thew provisional formulate. T1,ese formulate will be further studied 
by the Committee already mentioned which comprises nf an expcri- 
cnced Economist. Financial Expert of the , Textile Commissioner's 
ofice, the Managing Director of the State Financial Corporation and 
a few officials of the Commission and field Wadi and village indus- 
tries workers." 

Qua.  ?(ii):-The Working Group on Khadi & V. I. in page 46 
of their Report have stated that the proposed Working Fund of Rs. 
60 crores is required upto the end of the Third Five Year Plan. This 
amount Is expected by the Commission to cover the total require- 
ments of Khadi & V, I, under the heads of stocking loans, for the 
purchase of raw-material and Working Capital required for meeting 
the cost of production and payment of wages. 

The f w d  is not intended to ~ w ~ u c ? ~  the requirement of capital 
~ssistance loans for co-operatives and registered Institutions or of 



capital expenditure loans for the purpose of buildings, machinery 
etc. 

(a) What amount is estimated to be required by the end of the 
Fourth Five Year Plan? 

(b) What amount would be needed for the Third Plan and the 
Fourth Plan for 'Capital assistance loans for Co-op. Societies and re- 
gistered Institutions and for capital expenditure loans for the pur- 
pose of building, machinery etc? Has the Ministry carefully scruti- 
nised these figures? How is it proposed to meet these requirements? 

Reply: - (a) The additional requirements under Working Capital 
and capital expenditure loans by the end of Fourth Five Year Plan 
are indicated below:- 

Khadi V.I. Total 

Working Fund (Working capital) . 44 '25 39-98 4 ' 23  

($1 ' 3i.i- . , . i . l  for the Third Plan period is given below 

(Rs. in crorcs) --- 
workirg Fund Non-Working Fund Total 

Khadi V.I. Khadi V.I .  W d i  V.I.  

Expected release in 
4545 as Per apP- 
rovedbudget . 2.24 1.06 0 . 3 0  0.40 2.54 I . , @  - - -- - - .- 

45.59 1 - 2 0  3.35 5.85 4894 18-05 -- 
All the loans paid so far to the Commfsrdon art repayable or 

renewable, as the cast may be, after a period of five years. 
With the acceptance in principle of Working Fund, the Commb 

sion appobntd a Committee for Working Capital of cotton khdi and 



the  Committee has submitted its Report. This Report is under con- 
sideration of the Khadi and Village Industries Commission. Similar 
Reports in respect of silk khadi, woollen khadi and other Village 
Industries have not been prepared and are yet to be finalised. 

The terms and conditions of loans for capital expenditure such 
as  for building, machinery, etc. which are  viewed as "non-Working 
Fund" loans are also required to be decided as a sequel to the accept- 
ance in  principle of Working Fund. 

Meanwhile, the requirements of Khadi and Village Industries 
Commission under all types of "Loans" are scrutinised in detail by 
Financial Adviser (drawn from the Senior Cadre of I.A.&A.S.), 
Khadi and Village Industries Commission in accordance with the 
pattern of Assistance in the manner explained in reply to Question 
No. 4 e (ii). The proposaJs of the Commission are, thereafter, sent to 
Government. The Department of Social Security scrutinises the 
proposals, in consultation with Ministry of Finance, taking into 
account the targets set for a financial year. the achievements during 
the previous years as are made available by the Commission and 
othcr items of committed expenditure. While fixing the annual 
provision. it is also ensured that it does not exceed the allocations 
approved by the Planning Commission. 

From the Fourth Five Year Plan, the annual requirements of the 
Commission under "Working Fund" and "non-Working Fund" 
separately may have to be decided in accordance with the decisions 
that may have to be taken on "Working Fund" anti %on-Working 
Fund" loans. 

Ques. No. 7 (iii) :-It has been stated in para 3.53 of the Report of 
the Working Group on Khadi and Village Industries that the cost of 
Khadi as fixed by the Certification Committee of the Commission 
allows in addition to the actual cost of expenditure on wages. etc. 
a margin of 20 per cent for the expenFes of the institutions in the 
production and sales of Khadi and for capital formation. . 

(a) What is the break-up of this figure of 20 per cent under (i) 
expenses and (ii) capital formation? 

* 

Reply:-As will be seen from Rule 19(a) of the Certification 
Rules, the maximum margin of 20 per cent is intended to cover 
transport charges, packing and establishment. The Khadi Institu- 
tions, wcr since the days when the production and sale of Khadi 

in the hands of the All India Spinners Association, were work- 



.tbg tbh Lho profit, do loss' basis. As such the Institutions ha& hatdly 
anp &gin to make profit far diverting the same for capital fonna- 
tion. There Os therefore, nr, break-bp of 20 per cent under (i) expen- 
ses and (ii) capital formation. However, as a result of efforts made 
by the Khadi Commission to gather the information from old Khadi 
workers issociaid with the All India Spinners Association, the 
following broad break-up of the' expenses which are to be covered' 
by this margin has been collected: 

Item Percentage 

salaries and D.A. and allowances, P.F. in production 
and sale centres . 6.25 

C e n d  Office . 1 - 5 0  

Development and expansion . 0.50 

Railway freight, packing, carding, etc. . r 

Rent 2 -00 

Lighting and sundries . 0.50 

Travelling I .50 

Postage and telegrams . 0.35 

Stationery, etc. . . 1 . 5 0  

Vastraswavalamban . x -00 

Depreciation on dead stock . 0.50  

Reduction on unsold stock and write off, shortages and 
losses I -00 

Interest on Capital . 1 .00  

.4ddition to looms and iquipmcnt . 0 . 4 0  -- 
TOTAL: 19.50 -- 

Qutstimr No. 7 (iii) (b) .-Has any survey been made of the Ins& 
tutfons who obtain l o w  from the Cornmission for purpoeerr of 

+* 



capital, to" ieb whether they already hold deposits on which they areg 
earning interests? 

Reply.-In the past, capital requirements of any institution for: 
praduction, kales, etc., were worked out according to the formula 
based on experience of a number of years. While assessing the 
capital requirements, the available capital including the w h .  
balance in the Bank was taken into account. A procedure has, how- 
ever, been introduced for detailed scrutiny of the balance sheets of 
the institutions M o r e  their budgets are agmqj to. Such scrutiny 
enables the Commission to see that the funds are not diverted for 
earning interest as deposits etc. 

With the introduction of the system of 'Imprest' and Workkngn 
Fund', there is little scope for investing funds in deposits and earning 
interest. 

Question No. 7 (iai) (c) :-Is it not desirable to charge interest on 
the loans given by the Commission to such institutions? 

Reply:-As explained in reply to Question No. 7(1ii) (a ) ,  the 
margin allowed by the Certification rules is intended to cover trans- 
port charges, packing and establishment charges by the institutions. 
The margin, if any, is subject to the review and control by the 
Certification Committee. But largely there is little left. 

In view of the above position, if interest is charged on the loans, 
the cost of Khadi will increase resulting in further widening of the 
gap between the price of Khadi cloth and Mill cloth. In this con- 
nection a reference is invited to reply to Question No. 2(a).  

These institutions have neither any substantial capital of their 
own nor other resources or reserves. 

The Khadi institutions work on 'No profit, no loss' basis. 

Question No. 7(iii) (a):-Is it a fact that Institutions have obtain- 
ed according to the formula adopted by the Commission a sum of 
nearly 50% more than what they are entitled to for Working Capital 
loans? Does it not result in over capitalisation of the Institutions? 

Reply:-In the first place it should be realised that the Comrnls- 
sion and the Khadi Institutions are discharging the functions which 
are in the case of organised sector done by several parties beginning 
with cotton merchants, cotton mucadarns, bankers, mills, stockists, 
retailers and so on. The formula adopted by the Commissim for 
sanrtioning working capital assistance was evolved by the exp3i- 



wence of the working of the Ind* over a number of years. bcrilit- 
times the institutions do come into posseasion of funds larger th,an 
all their activities j u s t i d .  But it cannot be said that they are a* 
high as 50% more than what the Institutions are entitled to.. 
Wherever such excess capital is spotted, action is taken to recover 
the surplus capital from the Institutions. The question of the 
amount of eligible capital and available capital is considered when- 
ever additional working capital is demanded by the Institutions and 
during the budget discussion. 

It m y  be pointed out that the Commission has already appointed 
the 'Working capit& committee" (comprised of an experienced 
economist, Cost Accounts expert of the Textile Commissioner's 
of3ce, the Managing Director of a State Finance Corporation and a 

' few ofacials of the Commission and experienced Khadi workers) to 
work out, on a scientific basis, the formula for providing funds for 
Working Capital. Their report on Cotton Khadi has already been 
received and is under examination. S;milarly, the Committee's 
report on 'silk' and 'woollen' khadi is also expected by the Commis- 
sion shortly. 

Question No. ?(iv):-In para 42 of their 167th Report (1961-62) 
the Estimates Committee recommended: 

"The Committee feel that the financial assistance for non- 
recurring expenditure should consist mainlv of long- 
term loans and the grant portion may be reduced to 25 
per cent. The institutions should also be required to 
invest a portion of the funds since they cannot normaI1y 
be expected to take a keen interest in the success of a 
venture unless they have a direct stake in it in the form 
of their own capital. This is evident by the fact that a 
majority of the institutions, as pointed out in para 108 
had not started operations and the amount advanced to 
them had to  be recovered from them. The Committee 
suggest that the matter may be reviewed." 

Government had accepted the recommends tions in February, 
1983. 

What specific action has been taken on the recommendation of 
the &timatea Committee? 

Reply:-This recommendation of the Estimates Committee was 
.referred to the Patterns Committee appointed by the Commission. 



Th@, Gowttee,  hgwever, suggested the revised patterns shown in 
the, mclosed statement which have been put in force with effect 
from 1'-4-1985. 

Investment by institutions is not feasible as the artisans concern- 
ed are pecuniarily lower in the category of indigent class. Efforts 
are being made to limit the releases to cover production. No longer 
with the imprest aystem is there possibility of withdrawal of large 
funds. 

Revised Pacremr of Assisrance 

I.  Gur & Khandasari Industry 

I .  Major Implements . 1 9 6 ~ ~ 6 1  . . 50% 50% 
1965-66 . . 1 ~ 0 %  . . 

2. Minor implcmcnts . r+o-tSr . . 50% 50% 
Ws* . 80% 20% 

I I .  Palmpur Industry 

2. Gur making appliances . I 960-61 . . 80°J, 2004 
1Cp5:* 

3. Sugar candy malting a g  
plianccs . . 1g60-61. 8 0 O . L  20% 

rg65-46 . . 100% 

4. Improved moulds ~d 
cant aincm . 19604r'. 

I 965-66 . 100% . . 
j. Confectionery appliances 1960-61 . . 20% 

w 5 - 6 6  . . 100% . . 

7. Palm Products Mechincry 1-1 . h'?! 20% 
l*-6a . . 100% . . 



Pto nion ' Pro orti- 
&om o P grmt 

9. Nnra Catering applian- 
acs. . 1yso-61 

I 965-66 . 
10. Godowns . . 1-1. 

1965-66 . 
III. Handmade Paper Indus- 

try: 

I. Uachinery for mtdium 
Unit . 1-1 

1965-66 - 
2. Equipmatt for medium 

Unit. 1-1 . 
196546 - 

N. Village Pottery Industry . 
I. Equipment for country 

roofing tik unit . . 1g60-61 . 
w%-66 

2. %pent for bridc 
tei unit . 1-1. 

1965-66 . 
v. Carpentry & BIacksmithy 

Industry : 
I.  Workshop Building . 1-1 . 

I 955-66 

a. Carpentry& Blacfsmithy 
tools . . 1960-61 

1955-66 



(See Pat. 5.55) 

Question 8  (4) :-v'hat are the reasons for not taking any action' 
ro far on the recommendations of the Public Accounts Committw 
(1961-62) made in para 25 of their 42nd Report regarding apportio- 
m w t  of profits? 

Reply: -The C ~ e r n m e n t  is already taking action on this recom- 
mendation 'IW question was discwed a t  a meeting by the repre- 
sentatives of the Ministry of Industry, D. G. S & D., Khadi and Vil- 
lage Industries Commission and A.G., C.W. & K, on 20-11-1963, It 
wag then decided that the Chief Cost Accounts Ofacer of the Minis- 
try of Finance should examine this matter and decide in consultation 
with the Financial Adviser and Chie! Accounts C flBcer of the Khadi 
Commission, the quantum of expenditure that can leg~tmately be 
debited to the trading activity of the Commission. The Cost 
Accounts Ofacer of the Ministry of Finance c 4ted the Comrnib 
d o h  office for collection of certain information tn this regard. He 
has, now furnished his report, on which Government has asked f a r  
the comments of the Commission. 

Quahm No. 8 ( i i ) :  -What are the reasons that lead to profit in 
those casea where Gwernment requirements are suppl'ed and not 
In other cases? Is it due to bulk supply or to higher prices obtained 
in Goranment contracts? 

Reply:-In accordance with the Rules of the certification Corn 
mfttee, Khadi & Village Industries Commiss'on get; a margin at the 
rate of 9 v0 (61% for certain period) from the producing instit* 
tiom on wholesale purchase9 made by it for supply to Government 
Departments. The sales to the Government Departments are treat- 
ed as retail sales. The surplus is shown from year to year in the 
Annual Accounts of the Comm;ssion. This surplus cannot, however, 
be reckoned as net profit as it has been arrived at  without debiting 
certain service and overhead charges. This surplus occurs not only 
b AT. ~ c t i o n s  but in other trading units of the Commission as 
wen. 

2. The queation d determining the fixed surplus under A.T. 
-doas b+alrtadp under cansideration and the position in that 

h u  slnsady born aopUsad in reply to Question 8(i) .  
1 1 .  

17 3 



3. With the introduction of the Weaving subsidy Scheme from 
the  year 1-65, in replacement of the scheme of rebate on retoil 
sales, no discount is being received by the Commission from the 
producing institutions. A.T. supaes,  therefore, get the fu l l  advan- 
tage of the weaving subsidy when it is allowed to others. 

' . Question No. 8( i i i )  :-Has any investigation been made to find out 
why particular units are running at  loss in orcler to rectify the posi- 
tion? 

Reply:-The Commission's major trading activities are in 
Andhra, Kashmir, West Bengal and M.P. States. In addition to this, 
Khadf Gramodyog Bhavans are also run by the Commission in prin- 
cipal cities. The Major part of the trading activities in Andhra and 
'Wea Bengal has been transferred to the respective State Boards. 
The tradhg activities in M.P. State have been closed down. The 
working results of the tradingactivities in Kashmir have shown m. * 

The Bhavan's Review Committee appointed by the Commission, 
however, suggested steps for increase in sales which would reduce 
4he losses to the minimum. The Bhavans have attained a stage uf 
seV d c i e n c y .  

After Annual audit of the trading operations directly run by the 
~ ~ s s i o n  is conducted by the Internal audit staff of the Commig 
605, review of Working results of the trading units is made and 
co'nsidered by the Commission. In the cases of losses incurred by 
*ding units, suitable remedial measures are initiated to avoid 
hses. 



Part Ill-Loam to institutions, Co-operative Societies and State 
Boa& 

. ' 
(a) h n s  advanced by the Commission: 

Questian 9( i ) : -he  public Accounts Committee of 1964-65 
were informed by the representative of the Deptt. of Social Security 
that they had set up a Recovery Section and outstanding loans to 
the tune of Rs. 1 crore had been recovered in the course of last year 
(Page 84, para 47 of 38th Report P.A.C.). 

What is the present position of recovery of the outstanding loans? 

Reply: -The present position of recovery of the outstanding 
loans under Khadi b! Village Industries, is given in table below: 

Total Defitultq Defaults ckared Defaults still 
as on 31-3-64 upto IC-9-65 to be cleard 

Us. Rs. Rs 

Khadi . , 3,52,55,@2 43 1,85,56,~3.32 I,W&WJ ig. 

It is stated, in this connection, that there will be considerable 
reduction in defaulted amounts particularly under Khadi Industry 
as a number of Institutions will be eligible for the benefit of Work- 
ing Fund' according to which the implementing agencies are not to 
return the loans for 'working Cepital' so long as the particular levels 
of produdion/sales are maintained. Out of the total defaults to 
be cleared amounting to Rs. 4,89,69,960.65, an amount of Rs. 1 78 
crores telates to the defaults in Working Capital Loans', which need 
not be considered as defaults for the above reason. 



Part HI-Loans to the Institution#, coop. Societiet and state Boar& 
Question 9 (ii):-With regard to defaults in respect of loan d b  

;burs& for Khadi Programme, the Working Group have observed. 

"It will be seen that considerable vigilance is required in order 
to bring down this percentage of defaults. It should 
also be remembered that the law of limitation would 
apply to loans given by the Commission and it is, there- 
fore, essential to see that steps for recovery of overdur 
1- are taken in time (Para 4.12, Page 77). 

As regards Village Industries, the observations of the Working 
Group is as follows: 

"The percentage of the amounts overdue to the total loans 
disbursed is 16. The position is really alarming. The 
larger part Le., two thirds of these overdue loans are due 
from Cooperative Societies and registered institutions 
assisted by the State Boards who in turn received fun& 
from the Commission. The remaining one-third are 
overdues from institutions assisted directly by the Com- 
mission. 

It is obvious that neither the Commission nor the State 
Boards have bestirred themselves to take energetic steps 
for the recovery of the defaulted amounts. It is a matter 
of concern that the enthusiasm shown in disbursing the 
amount has not been shown in respect of recovering the 
defaulted overdue amounts". (Para 4.13, Page 78). 

The Working Group have further remarked: 

'We regret, however, that the State Boards, who have to re- 
cover such large amounts from instftutionr and co-opera- 
tive societies assisted by them, have not yet shown an 
awareness of their responsibility. We consider time hm 
now come for the State Boards aka  to take simjlar steps 
immediately to prevent the position from going out of 
hand". (Para 4: 15, Page 79). 

What action has been taken an these observatiow of the Work&ng 
Group on Khadi C Village Industries and what improvement hm 
been e f k t e d  as a result thereof? 



Reply: -The Commission has taken the following steps for expe- 
diting the recovery of durn:-- 

(i) The CommWon reviews the position ot recoveries in itr 
meeting every month where special steps needed in parti- 
cular cases for expeditious recoveries are considered. 

[ii) The Commission has made the Industry/Programxne 
~ i rec to rs  and the State Directors, responsible for recovery 
of the default amounts from the loanee institutions. They 
are required to review, from time to time, the working 
of the Societies/Insti tutions from technical, administra- 
tive and flnandal points of view. 

(iii) A special cell under a Senior Ofacer of the Cornmiadon 
has been created for attending exclusively to the recovery 
aspect 

(iv) The Commission hold discussions with the representatives 
of each of the State Boards, when it was impressed, that 
the Commission cannot be expected to wait indefinitely 
and therefore the Boards should take effective steps to 
collect the dues and take penal action, wherever neces 
=w. 

(v) The Commission has set up special mobile squads to con- 
tact the parties, as a special drive for clearance at arrears 
in repayment of loans, etc. 

(vi) With regard to legal step, Section 19-B of the Khadi Q 
Village Industries Commission Act 1956 pnwides for rt 
covery of the Commission's dues as anears of land Rwe-  
nue. If any question arises whether a sum is payable 
to the Commission it is to be referred to the Tribunal to 
be constituted by the Central Government. The Commb- 
sion had moved the Government of India to appoint a 
Standing Ttibunal to decide all the cases that may arice 
from time to time for which it is proposed to amend the 
relevant provision in the Act to remove a legal lacuna. 1.1 
the meantime, Commission is taking vigorous action to 
recover its dues through Court of Law or by referring the 
eases to Arbitration 

(vii) As a result of these vigorous steps taken by the Cnmmis 
a im an amount of Rs. 3-33 m r e s  has been recovered in 
17 months past. 



APPENDIX X 
(See paras 4 6  6: 4.13) 

'QwMoia Ad. 1bi(i) :-How m b y  of the heties/~nsd'tcltioru 
fidih n A &  MnflrhaKon Was due, had atoppd h c t i o n h g ?  Is there 
ahy WibiXity of *every of dues from thhm? Were no enquiries 
xiN"de before advancing funds to such irlstitutions? 

Reply:-18 Co-operative Societies ahd bti tut ions financed by 
the Commission from whom confirmations were due, have stopped 
fUncHoning. 

The Commission has set up a special cell under a Sedfor Ofacer 
of the Commission for examining and taking effective action for rp. 
covefing the dues from the Co-operative Societies/Registered Insti- 
tutions that have gone into liquidation and ceased functioning. 

Sb far as the Co-operative Societies under liquidation are con- 
cerned, claims are preferred with the Liquidators appointed by the 
Registrar of Co-operative Societies. In regard to defunct register- 
ed Institutions, Commission is taking action to Ale civil suit, if other 
mkasups for recovery fail. The Commission has also in view the 
ptwisions of the Section 19(B) of the Khadi & ViIlage Industries 
Act, 1956, which provide for recovery of the dues as arrears of land 
revenue. 

In Mew @f the fbregoing, it trr not possible to assea the amount 
of -very at this stage. 

h n d s  are sanctioned to Co-operative Societies/Registered Insti- 
tutlona, after taking into consideration, by and large, the follouing 
m: 

(a) The recommendation of the Co-operathe Deptt./Block 
Develbpment OftIcers as the eligibility and also the work- 
ing of the Society. 

(3) The past performance of the Sodety/Institution. 
(c) Ensuring through Commission's Industry Directors and 

Directors in States that the granteefloanee Institutione is 
capable of implementing the scheme of the Commission 



eBcctivdy qxd possess the adequate quaMed pmsonwX 
to 'emcute the scheme; and 

(d) Position of defaults in repayment of loans. 

Q u e s t h  No. 10(i i )  :-Are the provisions of the Khadi & Village 
Endustries Commissitm Loan Rules, 1958, followed or applied in all 
casea of loam? 

Reply:-Yes, generally. In cases coming to/brought to notice 
*here Loan Rbles are not observed the Commission is taking suit- 
able action. 

Question lVo. I0 (iii) :-Were the cases of defaults reported by 
the Chief Executive OfAcer to the Commission as required under 
Rule 8(c) of the Loan Rules. If so, what action was taken in the 
matter. 

Reply:-The position of defaults is reported to and considered 
by the Commission every month. 

The steps taken from time to time are indicated below:- 

(1) Impressing upon the Loanee Institutions by issue of a 
Circular that the applications for further assistance would 
not be considered by the Commission, unless the defaults 
are cleared. 

(2) Preparation of half yearly default statements showing 
the details in respect of each loan outstanding against 
State Boards/Institutions/Co-operative Societies and des- 
patch of the same to the State Boards!State Drectors 
and Programme Directors with a direction to ensure that 
the defaulting Institutions pay the dues to the Commis- 
sion immediately. 

(3) The Commission considered the question of recovery of 
loans in detail. In the interest of speedy recovery a pro- 
cedure for dealing with cases of default and the recovery 
of over due loans was laid down. 

If the Commission fails to recover the dues through the normal 
procedure, the following steps are taken:- 

(a) taMng over possession of the property of the institutions 
under hypothecation deed; and 



(b) inetftuting legal proceedings, through the process of law, 
should the enforcement of HypoYlecation de& create 
difEculties. 

(4) The Programme/Industry Directors have been made rerc 
ponsible to ascertain the condition of each Society/Insti- 
tution from time to time and to watch its functioning not 
only from the technical angle but also from financial and 
administrative angles. 

(5) Recovery of Commission's dues as arrears of land revenue 
through the District Revenue authorities. 

(6) The Commission has also decided to form- special mobfle 
squads, out of the existing staff to contact the parties for 
this purpose as a special drive for clearance of arrears in 
repayment of loans etc. 

Question No, lO(iv):-What action has been taken on the recom- 
mendation of the Working Group on Khadi and Village Industries as 
contained in Para 4--11 (Page 76-77) of their Report regarding un- 
satisfactory posit:on of confirmation of balances? What is the latest 
position regarding confirmation of balances? 

Reply:-Apart from the correspondence with the parties concern- 
ed, &orb are made through the Commission's State Directors to 
obtain confirmation of loan balances. During Annual Budget discus 
dons also, the position in this respect is reviewed before the next 
year's programme is accepted. The cases which are likely to become 
time-barred have been specially examined and necessary action 
taken, legal where warranted, for recovery of the loans, getting the 
bans covered by Hypothecation Deeds, etc. 

2 The position as on 30-9-65 regarding the confirmation of loan 
balmces as on 31st March, 1963, for Khadi and Village Industries by 
tbe State Boards and Major Institutions is as under:- 



An malysia of the institutions in resped of which the balancer are 
p t  to be confirmed is as follows :- 

Village 
Khadi Industries 

I. State Boards . 0.003 0.86 

a. Major Institutions . 0.27 . . 
3.' Other Institutions . 1 .W 0.30 - 

1 '34 1-16 

-- 

Question No. 10 (u)  :-Has any examination been made to see 
whether expenditure incurred on recovery proceedings would be 
more than the amount recovered? 

Reply:-The question of enforcement of recovery arises when 
there is a default in repayment of loan instalments and refund of 
unspent balances or unauthorised expenditure. 

2. The procedure followed is indicated below. I t  will give an 
idea as to the care taken to avoid heavy expenditure being incurred 
to efltect recoveries. 

(A) Co-opemtive Societies:-(i) In the case of societies which 
are functioning but which commit default in the payment of the 
Commission's dues the matter is immediately taken up with the 
Registrar of Co-operative Societies with a request to investigate into 
the working of the society with a view to recover the overdues as 
early as possible. If this course does not yield any results, nat:ce is 
sent to the Registrar of Cooperative Societies intimating that the 
Commission would proceed legally against the society if the scciety 
fails to clear the outstanding dues within the specified number of 
days as is provided in the Co-operative Societies Act of the respective 
States. The legal action is considered thereafter. 

I 

(ii) When any cosperative society goes into liquidation the 
question of rrcovery is taken up with the Liquidator through the 
Registrar of Co-operative Societies. After the claims are failed with 
the Liquidator, the Commission has only to pursue the matter w ~ t h  
She Liquidator till the dues are recovered. 

(B) Regd Institutions:-(i) In the case of R e ~ d ,  insti'.~rtions, 
1I1 ef?orts are made including exercise of infiuence through the leaders 
in the canstrucff ve Field. 



(ii)  he ]legal action is considered on the merits of each c m ,  If 
these efforts fail after taking into account all the factors oiz.., amount 
recoverable and the assets possessed by the institution. In caser 
where there is a prima facie reason to believe that the property is 
likely to be disposed of, the Commission approaches the Court for 
interim prohibitory orders. ' 

(iii) The Commission generally has the provision in the hypothe- 
cation deeds executed by the borrowing institutions which provides 
for reference to Arbitration. Such Arbitration does not involve 
heavy expenditure. 

(iv) The Commission has also approached the Government of 
India for amendment of the Khadi & V. I. Commission Act, so as tcr 
enable the Commission to take the advantage of the provision for 
recovery of its dues as arrears of land revenue. There is a legal flaw 
and that provision cannot be utilised at the moment. 



Suremart rboaiag the payments mdc ro Lhc following Insrjtulions from 1958-59 ro 1962-63 under Khidi 
--- - 

SL N~prc of tbe I1Utituth,na 1958-59 1959-60 1960-62 1961 -61 1962-63 foul 
No. 

6 Hodoti Kbrdi Gtunodyog Smgh, Bura 
(RPjouQa) . . . , . . . . . 9 - . . . . 

7 G- S m  Saxqh, MugWyur, H o d  . . . 3,500 . . . . . . 3.5@3.00 





Quedivn No. 11 ( i i)  :-HOW were the loans advanced in each came, 
through the State Boards or direct by the Commission? 

Reply:-Loans referred to in the above question were a d d  
to these 9 institutions directly by the Commission. 

Question No. 11 (iii) :-Has any action been taken to stop further 
loans to these societies? What steps have been taken to recover the 
loans from these societies? 

Reply:-The position in brief is given below: 

-1. Pachim Bengal Ghani SiIpu Samabaya Mahrtgangh Ltd.: 
The institution has been taken into liquidation. The questicn of 

recovery is being pursued with the 1iqu:da tor. The amount of loan 
overdue for recovery is Rs. 5-32 lakhs. 

2 Saghan Kshetra V i h  Samiti, Dhanaura: 

The activities of the Samiti have been stopped since 1.4.1964 and 
the assets have been taken over by the Commission. So far, a sum 
of Rs. 1,53,408:06 has been realised by sale of movable articles. 
Action for the disposal of other movable and immovable assets of 
the Samiti is in progress. In this connection, reply to Question 
No. 11 (iv) may please be seen. 

3. Saghan Kshetm Vikas Samiti, Ajagam: 

The Samiti & working most of the industries wttsfactorily. The 
Slrmiti had shown its assets valued at Rs. 5,15,163 as on 31-3-63 
and has also shown profits of Rs. 25,155 as on 31-3-63. The institu- 
tion has also confirmed loan balances. Further payments were, 
therefore, not stopped. Balance amount overdue for recovery is 
R8. 13,615-67 as on 30-11-65. 

4. Srylhun Kshdta Vikcls Samiti, Singhpursani: 

Financial position of the institution was considered sound. It 
has shown assets of the value of Rs. 6.22 309 and profits of Hs 49,2!18)8.08 
aa on 31-3-1963 as per balance sheet. The institution has also con- 
h e d  the loan balances. Further payments were, therefore, not - 1 

Balance amount overdue for recovery ig Rs. 60,870 qs on 30-11-85. 
batitation hrs agreed for adjustment of ib subsidy Id rebate 



-claims amounting to a b u t  Rs. ii),000 pending with the State o f k  
.of the Commission against the outstanding dues of the Commission. 

5. Gram Udyog Mandd ptLkh.ravm. Kanpur: 

Loan balances have been confirmed. The benefit of 'working 
fund' has also been extended to the institution and therefore no 
amount is repayable under Khadi. Under Village Industries the 
4nstitution is to repay, a sum of Rs. 15,972:%4 as on 30-11-65. Net* 
sary action is being takm to recover the amount. 

6. Hcrdoti Khadi Gramodyog Sangh, Baran: 

The representatives of the Commission had discussions recently. 
.about the affairs of the Sangh with its President. It  was pointed out 
by the President that the Sangh had incurred losses during its work- 
ing since 1956 amounting to approximately Rs. 2 lakhs. At present 
the  work at Baran is not conducted by the Sangh. As there is scope 
for Non-edible Oil and Soap production to thrive in the area, because 
of  the availability of raw materials in abundance, arrangements have 
been made, since October, 1964, with the All India Non-Ediblf! Oil 
1ndustry Association which iuq kept the production going OIL 
regularly. 

The Sangh has lands and buildings wort$ about Rs. 134,000. It 
has obtained 3 to 34 bighas of land from the Bhocdan Qoard The 
stocks of yarn, cloth and woollen goods, possessed by the Sangh, art 
valued at Rs. 50,000. Besides, it .has Saranjam materials worth 
about Rs. 5,000. The President of the Sangh has agreed to hand over 
these stocks to the Commission. The Sangh has also agreed for the 
adjustment towiirds repayment of loans to the extent of Rn 57,000 
representing rebate and subsidy claim3 submitted by the Sangb, 
The loan balance has also been confirmed by the President of the 
Sangh. The question of recovery is bnkg p m e d  and Marts made 
to reeover the entire amount at the earliest. 

7. Gram Seva Sangh, Mugkhalwn, Huwrah: 

The case is being referred to arbitratton. 



' the book value of Rs. 54,347.95 and Rs. 7,510.72 have been transfer- 
' r ed  to the M.P. State Board and two &her institutions respectively. 

9. Saghan Kshetra Vikas Samiti, Rambaba: 
The working of this Samiti was looked into by a Sub-Ct~rnmit?ee 

appointed by the Commission along with other centres ar.4 11.2 work- 
i n g  of the Samiti was found to be fair. As such the Samiti was .per- 
mitted to continue its activities. However, subsequently due to 
change in the local conditions, it was found necessary to transfer i ts  
activities to the Saghan Kshutra Samiti, Raniwnn. annther lnst i tut ian 
working in the same block area. The authorities of the Raniwan 
Samiti have agreed to t ake  full rt.sponsi.bility for the liabilities of the  
Rambaba Samiti and have also agreed to execute the necessary agree- 
ments  for loans etc. 

The Rambaba Sarn~tr  has to repay an  &mount of R s  1.25.l.iS 89 
against which the Sam~t l  had assets of boo!< value of Rs 1 13 182 00. 

Q ~ l o s r l o r ~  No I 1  (ir) :--In para 64 of their 7th Report (Third Lnk 
Sabhal the PA.C. Itad dcsired that  steps should be taken to recover 
tht* unutilised grants and  amounts spent on the unauthf~rised ohiects 
b?. a Sagh:rn Kshctra Vikas Samiti. 

Even after a Isyse of 2b years. the P.A.C. have not been informed 
t h e  action taken on their recommendation What a re  t h e  reazrcs for 
l h ~ f  abnormal delay? 

What is the final posltwn In this regard9 

R e p l ! ] .  Thc Comm:ssion stated in May I!Kt thnt rniW of thf! 
amounts spmt on mauthorised objects ( w h ~ c h  were regarded as 
unspent balnnccs by thc Comrnjssion) were utilised for creating 
certain assets likr hnspltal, ctc., and that the continuance or other- 
wise of thc 11ltcnsivc .4rva Scheme was s.)mctimc under c w l ~ l d t ~ a -  

tion. It was d t ~ ~ t l r d  that for an overall check on the  working of 
the  Samitis. thcy tvould be federated and that the proposed federa- 
tion would also implement directly the major projects managed by 
the individual Sawitis. 

The Commission was requested by C'hvernment in June,  1963 to 
take suitable steps to recover the unut i l id  balances lying with the 
%miti as the fcrmation of a federation was in a proposal stage. 
The Commfslon decided in its meeting held on 29th Februar?.. I-, 
as fo1laws:- 

"(a) The property of the Samiti, including the  hosprtal build- 
ing, should be taken over by the Commission and st-, 

106 (Aii)  1 5 - 1 3 .  



be taken to auction the same wlth &a view to recovering 
the Commission's dues prough sale proceeds. The question 
of letting out the hospital building, after the same was 
taken over by the Commission, to the Samfti on rental 
basis could, the Commissioh' directed, be also considered 
by the Director, I.D.P. 

(b) The existing equipment machinery, etc., with th'e Samiti 
should be taken over by the Commission and kept under 
proper safe custody so as to prevent further misuse of the 
aspi& by the Samiti. 

(c) The raw-materials and finished goods in stock with the 
Samiti shwld be taken over by the Commission at the 

' 

book value, less depreciation charges and the snme be 
transferred, wherever required. Action in this regard 
should be taken by the Director, I.D.P. through thz Com- 
mimion's State Director, Uttar Pradesh, to whom s~itable 
detailed instructions should be given by the former. 

(d) Immediate steps should be taken to take over the assets 
and liabilities of the Samiti. The Director, I.D.P. should 
do this through the ~ o d n ' s  State Director for Uttar 
Pradesh. 

(e) Government of Uttar Pradesh be approached with a view 
to ascerta5ning whether they would be willing to take 
over the buildings of the Samiti at the book value and flu* 
them to proper use. 

(f) Simultaneously, action should also be taken & find out if 
any otber irptitution would be willing to take over the 
working of the Samiti and if so the terms and conditions 
on w w  the working shwld be transferred to it should 
be considered." 

' The Director 'Incbarge of the Industry visited Dbanaura during 
ffi period 2Qtb March, 1984 to 9th Aprtl; 1W4 to implement the ded- 
dm of the ~orbisslon.  The Yojana SamitI of the Institution 
purarcd a tesolutbn on 1st April, 1984 to hand wet charge of the 
rrwt to the Ccvmnoiarim Arxrordiagty, the umts were teken wer 
m d t b t a c t i o n f o r t h e d l t p o e a i b y a ~ t h r , S t p k ~ t  
. srdfDst ibu#onsirnd-~rPla~,atrct i i Isanhuld  Safar,rfuea 
of Ib. 1,53308.08 has been redid by sale of morn& articler. 
Dbposal of other movable and immovable b in p-. 



dcer  to conduct a thorough investigation into the irreguhritie~~ 
brought out therein. The odRcer has since mbmitted his Report and 
the Commission has been asked to take action on the recornmen&- 
tiona made by him. A reply to the P.A.C. to para 64 is being sent 
m n .  

Question No. 11 ( v )  : -The PA.C. in para 9 of their 19th Report 
(Third Lok Sbha) desired disciplinary action to be taken against 
defaulting Oacers of the Commission with regard to the case of 
Bhopal Ftajya .Khadi Gramodyog Sangh, Bhopal. 

Action on the recommendation is yet to be taken. 

What are the reasons for this delay? 

Reply: The institution was formed with the active backing of 
the Industries Department of the erstwhile Bhopal State and also 
with the cwperation of the Gandhi ASHRAM, M e e ~ t .  The State 
Government had placed a Large number of workers at the disposal 
of the institution. The then Lndustries Minister of the State was 
also the Chairman of the said institution. The capacity of the insti- 
tution to execute the Khadi programme was, therefore, never in 
doubt. The funds for the Development of Khadi and Village Indus- 
tries were sanctioned to the institution by the Scheme Committee/ 
S.F.Cs. on the hasis of the recommendation of the Director of Indus- 
tries, Government of Bhopal and the respective Industry Directors. 
It may be mentioned that the deterioration in the State of .affairs 
of the institutions was not in any way due to lack of vigilance on the 
part of the Commission or due to injudicious disbursement of funds 
to the Institution. 

As soan as the unsatisfactory state of affairs of the institution 
was brought to the notice of the Commission through internal audit 
in Febmary, 1958 the matter was taken up in March, 1958 wlth the 
institution by the Deputy Zonal Director, Ujjain requesting the 
institution to arrange for the meeting of the Managing Committee 
to pIace before the management the exact situation of the Sangh. 
The Member (khadi), during his visit to the institution in November, 
1858, found that the institution wan not functionilfg satisfactorily. 
The acti~n on the part of the Commission, after the internal audit 
sf the amounts of the institution was, therefore, prompt. 

In the circumstances cxpldned above the Commission consider 
that tbe queetion of fixing of responsibility for any lapses on m y  
putkular ofEdals of the Commission does not arise. 



Question No. 11 (v i )  : -Has any further recovery beer1 made frolli 
the Kasturba Seva Mondir, Rajpura. 

Reply:  Yes. Against the total defaults o l  Rs. 22.58 lakhs, as on 
31st July, 1964, the following amounts still remain unrecovered. 

(i) Khadi. W.C. IA :?n Rs. 5 . 7 9  lnkhs. 
(ii) Wool Loan. Rs. 2 .48  lakhs. 

Rs. 8.27 lakhs. 

The amount of Rs. 2.48 lakhs under 'Wool' loan will be adjusted 
part of 'Working F~ind' and thus not returnable if particular levels 
of production 'Sales are maintained. which is under verification. 

The amount of Rs. 2.48 lakhs under 'Wool' loan will be adjusted 
against the Institution's claims amounting to Hs. 2-63 Iakhs. This 
would clear the defaults. 



APPENDIX XI1 

Paro IV-Delay in obtaining refund of unu9lised balance oj  grunts 
a n d  loans. 

( I )  S:::rc Boards 

Questiol~ 12 (a)  :-Plrasc furnish statewise and year-wise brcak 
up o f  figures relating to amounts for  which utilisation certificates 
r ~ f ~ ~ n d  of ilnspent balances are due from State Boards: 

(h)  In how many cases further loans and advances were given 
each year t o  the parties who had failed to furnish the Utilisntion 
Cclrt ~fi c ; . r t c b . ;  o r  rc*fund unspent balances. 

(c) What ore the pos.i~bilities of rrco\-cry of these loans and 
advances. 

R e p 1 ? / .  The Comrn~ss~on  hopcs that ~ t s  strcni1r3us t Fur:s a s  
r~f lw tctd 111 thrb proqrrss ach~e\wl in bnngmg down very substan- 
tlally the nutstand~ng i~tllisation certificates ~ ' 1 1 1  kindly be appre- 
clatud by the  Publlc .4ctounts Comm~ttce .  

(a )  A s t a t w ~ c n t  sliowing the position as on 31st D ~ w m b e r .  1W. 
atwut the funrls relcascd hy the Comm~ssion upfo 1960-61 and dur- 
ing 1961-82 and 1962-63 t o  various State Boards togethcr with the 
bnlanct. amount-  for which ut~l~:;ativr?. certificates are yet awaited IS 
att:ichtd 

( b )  The funds pl:.ced at the disposal of t he  State Boards by Phe 
Commission have becn in  turn. disburscd by them to the Registered 
Ins!ltutions, Co-operati-,c Societies funct~oning under their jur~sdic- 
tion for implcmrnting the Khadi and Village Industries Programmes. 
Most of the  Slate Roards have Finance Committees for scrutiny of 
the  applications for assistance from the  Institutions 'Societies 

In the past, rtllwsc of funds was not strictly made dependent 
upan the  submission of Utilisation Certificates in respect of earlier 
disbursements. Submission of Utilisation Certificates to the Com- 
mission by thc State Boards was also dependent u p n  verification of 
cxpenditurc and ctrllcction of Utiiisation Certificates by the State 
Bourcis from thr aided agencies. The Cornmission has. however, 
taken the following steps for thc expcdi tious submission of Utilisa- 
tian: Certificates by thc State Roards. 



(i) Internal Audit ataB of each State Board has been a~g~nentCd, 
wherever found necessary. 

(ii) The State Boards have been asked to ensure that all the 
Utilisation Certificates in respect of the funds disbursed the Commis- 
sion upto the year 1962-63 and during 1963-64 are furnished to the 
Commission positively by December, 1965 and March, 1966, respec- 
tively. 

(iii) The recoinmendation of PAC., that further assistance 
should be made dependent on the timely submission of Utilisation 
Certificates for earlier funds, has been brought to the notice of the 
State Boards. 

(iv) State Directors of the Commission have been directed to 
contact the State Board Officers and arrange for expeditious sub 
mission of Utilisation Certificates. 

(v) Efforts have been made to depute special parties to the State 
Boards for reconciliation of discrepancies, if any, and for guldance 
to the Internal Audit Staff of the State Boards with a view to accele- 
rate the process of collection and submission of Utilisa tion Certi- 
Gcates. 

(vi) Sthdy of the working of various State Boards is conducted 
by special parties under the supervision of Senior Omcers of the 
Commission. Special attention is given during this study to the 
position of Utilisation Certificates. 

(vii) The importance of prompt submission of Utihsaticn Certi- 
ficates has been impressed upan the State Boards during periodical 
d~sussions with the representatives and particularly w ~ ? h  F.4 / 
c.A.0~.  of the State Boards. The matter has also becn taken up 
with the State Boards at the highest level. 

As to tbe refund of unspent balances it may be stated that the 
State Boards were informed to refund all unspent balances on fntro- 
duction of imprest system in June, 1964 and that no expenditure 
should be incurred except tmm the 'imprest' mounts. Certificates 
to the dect  that there are no unspent balances remaining haw also 
been called for from the State Boards. 

(c) As in the case of directly aided institutions, the recovery of 
lorns from the State Boards, according to terms and condftions of 
loanir is w8tched by the Commission. The State Bauds are a h  
repaired to execute hypothecation deeds. The State Boatdr in turn, 
have dkro to grant loans to l'mplemmting agenci.es on obtaining 
s&Ur legal documents. The State Baotda have also k, watch and 
arrange for the recovery of the loam an €he due dates and also to 
talw legal sctiion where neceerarg for checttng the recovery of loam. 



The defaultr in rcpaymenb normally occur where the Societies/ 
lnatitutians incur lomes or become defunct. I t  has come to notice 
that m e  eocietiedl financed by the State Boards are not functioning 
properly for which the State Boards have been asked from time to 
time during the review of the working of the State Boards at  the 
time of budget discussions and during administration-cum-accounts 
inspection to take suitable action in such cases by lodging the claims 
before liquidators, getting the assets mortgaged, etc. 

The question of losses incurred by the State Boa* is considered 
during budget discussions. In respect of certain State Boards tbe 
matter was also discussed with the Chief Ministers of the concern- 
ed State Governments. Similar dtscussions are also proposed to be 
held with other State Governments. However, it may be pointed 
out that it may not be possible, at this stage, to make a realistic 
assessment of the probable losses involved, if any, due to non- 
recovery of loans. 







APPENDIX xm ,- 
Quation No. 13 (a) : Do the State Boards submit their account~ to 

the Commission regularly. 

Reply: The State Boards are required under the respective State 
Acts to submit their annual a ccounts to the State Govenunents/State 
Legislatures. 

The Commission however obtains and examines the audited rc- 
counts from the State Boards at the time of considering the budget 
estimates. Where the accounts are found to be in arrears, detailed 
discussions are held with representatives of the State Boards and time 
table drawn up for clearing the arrears in accounts. 

Quest- No. 13 (b) : In these cases where the State Boards do not 
hplement  the p r o g r m e  themselves, but through other agendes, 
what is the control exercised by the Commission over the agencies? 

Reply: Institutions/Co-operative Societies implementing pro- 
grammes of Khadi & Village Industries but receiving financial aid 
through the State Boards are under the direct supervision and control 
oi the State Boards. The manner in which certain controls are exer- 
dsed by the Commission over these implementing agencies is in&- 
a t e d  below: 

(i) In regard to Khadi Programme, the institutions/societies 
are required to be certifted by the Cortifkation Committee 
of the Commission. The Certilication Committee has a 
system of auditing the transactions of the implementing 
agencies including verification about the genuineness of 
the production. These Audit Parties are atached to the 
Commkion's State Offices under the control of the Certi- 
fication Committee. The Certificates are required to be 
renewed every year and the renewal is refused or certi- 
ficates suspended if any serious irregularities in the ffnan- 
cia1 or other organisational aspect are noticed. The certi- 
ficates nre renewed only when the irregularities are reoti- 
fied remedied by the implementing agencies. 

(ii) The pmgres of execution of the various p r o g r a w  oi 
D d i  & Village Industries is generally wlctchedmd tech- 
nical guidance provided, by the various Directorates d 



the Cornminion. These Directorates have a d l  contir- 
gent in the field for this purpore. 

(iii) The internal audit holds a test-check in rebates and sub- 
pidies for Khadi production/sales received by the tmpb 
menting agencies in addition to the pre-check ~f the 
claims done in the State OBBce of the Commission before 
payment. 

(iv) As already indicated in the earller note the Commission 
also generally reviews the working of institutions/societieo 
under the State Boards a t  the time of annual budget dis- 
cussions with the representatives of the State Boards with 
particular reference to the unspent balances, confirmation 
of balances, utilisation certificates, repayment of loans and 
general functioning. 

Question No. 13 (c) : Are the accounts of State Boards subject to 
audit of the Commission? If so, is such audit carried out regularly? 

Reply: The accounts of the State Boards are subject to audit by 
the ~ccoun tan t s -~ene ra l  of the States, according to the provisions of 
the Acts of the respective State Legislatures. In recent years, the 
procedure of conducting a study of the working of the various State 
Boards has also been introduced. The study which is in the nature 
of administrative-cum-accounts-inspection is conducted by desputing 
special audit parties under the supervision of the Senior Officers of 
the Commission. If the report of the study team discloses serious 
irregularities or heavy arrears in accounts and other irregularities 
the matter is taken up at the highest level. So far, the work- 
ing of two of the State Boards was discussed with the Chief Min- 
isters and other Ministers of the respective States with a view to 
devising ways and means for improving the working. Similar dis- 
cussions are also intended to be held in certain other cases also. 

As already indicated in the earlier note, the general working of 
the State Boards and also of the institutions/societies assisted by 
them comes for review every year during the budget discussions by 
the Commission with the representatives of the States Boards. I t  is 
also now proposed to have the accounts of the State Boards audited 
by the internal auditors of the Commission. 

Qwdion No. 13(d): Terms and Conditions for reloaning the 
amounts tecefved by the State Boards from the Commission, speci- 
flcaIly provide that before edvancing loans to the Inshitutions, legal 
documents ahwld be got executed and -the State .Boards shall get the 
draft of SUCH legal documents approved by the Cammhsion in ad- 



vance (Rule 6, page 58 of Act, Qules and Regulations and Loans 
Rules). 

Is this rule followed invariably in all cases? 

The Estimates Committee (1 961-62) in Paras 33-35 of their 
167th Report recommended: 

"The emphasis should, therefore, be to  create conditions in 
which mutual trust between the Institutions and the State 
Boards could be established and the State Boards could 
take the place of the Commission in their respecti\.c areas. 
The Committee recommend that the Comlniss~on should 
route all its financial assistance thruugh tile State Boards, 
which. no doubt, are in a better position to  judge thc suit- 
ability of a n  Institution for assistsiice." 

In February, 1963, the Government replied on the foll~,wing lines 
with regard to this recommendation. 

"The recommendation is accepted in pr~nciple. Most of the 
Statc Boards have been const l i~~ted qui  rcwm'ly. cnd 
they are yet to acquire an adequate administrative machl- 
nery For some time to come, the Commission may have 
to continue to deal directly with some institut~ons in 
some States although there may be Statutory State Boards 
in them. Where State Boards are in a position to take 
over the responsibilities, the Commission has, in fact 
transferred its work to them, routing all financial assis- 
tance through them." 

(i) What further action has been taken in the matter? 

Reply: Clause 6 of the terms and donditions for reloaning the 
amounts received by the State Boards from the Khadi and Village 
Industries Commission has been amended, vide Ministry of Com- 
merce and Industry letter No. 35'6 60-KVI- (TIC), dated 12th 
February, 1962 (copy enclosed). In view of the amended clause 6, 
i t  is not necessary to -obtain the prior approval of the Commission 
to the drafts of legal documents that are  adopted by the State 
Boards. 

As regards the procedure of getting executed the legal d m -  
ments before advancing loans to the institutions, the Commission, 
on the basis of audit reports of certain State Boards have come t o  
know that  many of the State Boards do not invariably comply .rPfth 



this requirement. The action taken or proposed to be taken by the  
Commission in such cases will be ascertained as early as possible. 
The question of losses incurred by the State Boards is considered 
during budget discussions. In  respect of certain State Boards t h e  
matter was also discussed with the  Chief Ministers of the concer- 
ed State Governments. Similar disc~issions are also proposed to  be 
held with other State Gwcrnrnentu. However, it may be pointed 
out that i t  may not be possible, a t  this stage, to make a realistic 
assessment of the probable losses involved, if any, due to non- 
recovery of loan. 

COPY 

NO. 35'6'60-KVI (VIC) 

MINISTRY OF COMMERCE AND IXDUSTHY 

New Delhi, t h e  12th February, 1962. 

The Chief Executive OfFicer, 
Khadi & Village Industries Commission. 

Post Box. No. 482. 

SUBJECT : Loan-reloanlr~g of fun& bg State Boards to Inst~tutioas- 
terms and condztions regarding. 

Sir, 

I rim dirc.etrd to  Invltc 3 rrferencc !n this h l ~ n ~ z ~ q ' s  letter No. 
35 1 59 KVI (VIC). dated the 8th February. 1960, on the above sub- 
ject. and to convey the approval of the Central G o ~ e r n m e n t  to the 
following substituted for clausc 6 o f  the annexure to that ltt!er:- 

"Before advancing loans to the borrower as defined in clause 
1 abovc, the State Boards shall get executed by the 
borrower legal documents that is Hypc3thecation Deed 
and 'o r  mortgage deed covering movable immovables 
propcrtics as security for the loan applied for. 

In case these securities are  not available or  are found to be 
inadequate, the! Borrower shall furnish s u r r t ~ e s  acccpt- 
able to the State Boards. In case the State Board is 
satisfied that it is not possible for the  borrower to fulfil 
any of the aforesaid conditions. he shall agree to mort- 



gege the entire wsets which may be existing at the time 
the loan is granted or which may be created thereafter 
from funds obtained by him from the State Boards ar 
grants and/or loans from time to time. The Borrower 
shall also certify that after the loan has been fully uti- 
lised the assets created out of the loans and grants r e  
ceived from the State Boards shall constitute a full secu- 
rity against the loan applied for. The term 'assets" shall 
also inlcude sale proceeds and other cash balances held 
by the Borrower. Loan shall be a first charge on all 
assets created out of the loans and/or grants received 
from the State Boards. In case the existing assets are 
already subject to a charge against a prior loan received 
by the Borrower from any other sources, the loans grant- 
ed by the State Boards shall be a second or subsequent 
charge on such existing assets". 

Yours faithfully, 

w/ - 
H. K. BANSAL, 

Under Secy. to Govt. of India. 

Question No. 13 (d) : -Terms and Conditions for reloaning the 
amounts received t y  the State Boards from the Commission, sped- 
Rcally provides that before advancing loans to the Institutions, legal 
documents should be got executed and the State Boards shall get 
the draft of such legal documents approved by the Commission in 
advance (Rule 6, page 53 of Act, Rules and Regulations and Loans 
Rules). 

Is this rule followed invariably in all cases? 

The &timates Committee (1961-62) in Paras 33-36 of their 
107th Report recommended: 

"The emphasis should, therefore, be to create conditions in 
which mutual trust between the Institutions and the 
State Boards could be established and the State Boards 
could take the place of the Commission in their r e v -  
tive areas. The Committee recommended that the Com- 
mission should mute all its financial assistance through 
tbe State Boards, which, no doubt, are in a better position 
to judge the suitability of an institution for assistance". 



In February, 1963, the Government replied on the following 
h e s  with regard to this recommendation: 

"The recommendation is accepted in princi;?le. Most of th. 
State Boards have been constituted quite recently, and 
they are yet to acquire an adequate administrative machi- 
nery. For some time to come, the Commission may have 
to continue to deal directly with some institutions in some 
States although there lhay be Statutory State Boards in 
them. Where State Boards are in a position to take over 
the responsibilities, the Commission has, in fact, tram- 
ferred its work to them, routing all Anancia1 assistance 
through them." 

(ii) What is the present position? 

Reply 13 (d) (ii) : -The Commission has already divested itself of 
dealing direct with the institutions in the case of Gujarat State. 
Likewise, action is in progress in relation to the direct trading a&- 
vitiee have been transferred and Andhra Board already. Action is 
under way for transfer of Commission's work in Madras and Maha- 
rrshtra to these State Boards. 



Para IV (ii) : hstitutions/Societies. 

, Qbestion No. 14 (i) :-Did the Commission advance loans and 
grants directly ill a!l these cases of the institutions? If not, please 
furnish the numbers to which loans, etc., were given direct and the 
number to which these were given through State Boards? 

Reply: -The table indicrded under Para IV (ii) of the Audit 
Report on Ann~ta! Accounts o f  the Commission for the year 1%3-64, 
exhibits the position of amounts of loans and grants for which 
neither the U.Cs. nor the refund of the unspent balances have heen 
obtained from the registered institutions, Co-operative Sixieties 
directly aided 5:; the former All India Khadi and Village Industries 
Board and later by Khadi and Village Industries Commission. 

Question No. 14(ii) :-What action was7had been taken to obtain 
the  certificates or refund in the cases of institution/societies which 
a r e  now defunct? 

Reply:-Majority of the Institutions that have become defunct 
a re  Cwpera t i \ ?e  Societies. The Commission takes up  the matter 
regarding defunct Co-ozerative Societies with the Registrars of Co- 
operative Societies with a request to ensure that the unspent 
balances of the grants as ascertained from thc records of the Com- 
mission and the outstanding loans, are refunded to the Commission 
immediately. Action to liquidate the societies or to appoint arbitra- 
tor under the respective State Co-operative Societivs Acts is also 
being resorted to. as the circumstances warrant. Similarly, in the  
case of defunct Registered Institutions, efforts are made to recover 
the  dues of the Commission (both unspent grants as worked out 
from the records cf the Commission and the outstanding loans) 
through the normal channels, viz., by utilising the good offices of 
the  State Boards, the State Industries Departments, by taking over 
the  assets of the defunct Institutions, etc. If these efforts fail, action 
is taken to a?point arbitrator under the relevant provision of the 
Hypothecation Deed or to initiate Legal proceedings as the circums- 
tances necessitated. 

Question No. 14 (iii) :-Is there any system of verification of an- 
tecedents of societies or institutions or their office bearers before 
funds are  advanced? Was it done in the case of all the institutions? 



Reply:-The recommendatirons of the ofhers of the Co-operative 
department, the State Boards and other Governmental agencies, 
wherever available, are obtained before release of h d s  to the Co- 
operative Societies, registered institutions, etc. The certification 
wing of the Con~mission also considers the aspect of the capacity of 
the institution for implementing the programmes of the Commission 
before issuing certiilcates. 

(2) There is a very &tailed and-elaborate procedure for submis- 
sion, scrutiny and sanction of applications for financial assistance. 
All demands for financial assistance are considered after full exarni- 
nation and recommendation by the Directors in charge of the vari- 
ous Industries regarding the capacity of the institutions for imple- 
menting the programme, the antecedents of the institutions apply- 
ing for financial assistance, the ytentialities of the region where 
the programme is proposed to be undertaken, etc., with a view that 
the execution of the programme does not d e r  due to procedural 
delays. ' The necessary detailed scrutiny is done once in a year a t  
the time of budget discussions and an Agreed Rogramme is drawn 
up as explained in reply to question No. 4(e) (11). 

Question No. 14 ( iv )  :-In how many cases out of these, further 
loans and Grants were given after their failure to furnish certificates? 

Reply:-In the past, sanction and disbursement of further assist- 
ance was not made strictly dependant on the receipt of utilisation 
certificates for the earlier payments. The reasons for such a course 
were: - 

(i) Institutions are allowed a normal period of 12 months for 
utilisation of the funds. Utilisation Certificates can be had after 
the accounts are checked by the Internal Audit staf'f when they visit 
the societies. , 

(11) The Government of India Ministry of Commerce and Indus- 
try in their letter No. 37/2/60/KVI (VIC), dated 23-3-61 had accord- 
ed sanction for utilisation of funds disbursed upto 57-58 till 31-1-1960. 
Subsequently at the instance of the Commission, the Government 
of India have allowed the period of utilisation to be extended by 12 
months over the normal period (vide Government of India, Depart- 
ment of Social Security's letter No. 37/2/60/KVI (P) dated 2-3-1965). 

(iii) The assistance extended .to any society relates to various 
industriw under which payments spreading over a year are made. 

(iv) If there are arrears in submission of utilisation certificates 
in respect of particular payments relating to one or two industries, 



ft Mhnot be Considered that 'the In~tQtuZioxk as a whole bile& to 
sibnft~utilisatfon' certificates in 'fespekt bf all the funds dfsbu'rjed 
in earIier ye&: 

I ,  

Having r e w d  to the above, 'further release of funds *as based 
bn the. performailce reponts rereivdd, the reports of the t e t h n i d  and 
field st& etc. However, in accordance with the recommendation 
of the P.A.C., the State Boards and Institutions financed by the 
Colhmission have b k n  informed that f a l l u~e  to furnish Utilisation 
Catiflkates'm Sime would entail suspension of further assistance. ' 
- , r* ; :  G , 

-, Queitian No. l4(v).-What is the p reen t  position in  respect of 
these cases? Please furnish the figures year-wise. 

I I 
. , .I ' ,  

. . ,Jk&.-~he hgtlre of Rs. 35.40 lpkhs shown in the table given 
under IYfii) .of the Audit Report oa the annual accounts 6f 
Qadi and Village Industries Cqrnmission for the year 1963-64, far 
which neither ukiJisation certificates nor refund of unspent balances 
had been obhined, has been brought dow to Rs. 14.87 l a b s  as on 
28-12-1965 the details &which are givqn belaw year-wke as desired, 
Special steps have been taken to obtain utilisatlon certificates for 
thd balance amount. 

---- - 
. :' , 1 Amount hr which 

Year U. Cs. are yet to be 
. t Received. 

~ __ - _ . .~. _-+.. 

. .  . , . (Figures in lakhs of Rs.) 



Question 15(i):-"It has been stated in the Audit Report that 
delay in furnishing utilisation certificates in respect amounts disburs- 
ed during the year 1962-63 is due to arrears in internal audit which 
is stated to have been taken in hand very recently. 

(i) A detailed note describing the working of the internal audit 
of the Commission may be furnished. The note should indicate the 
present strength of staff, the expenditure on them during the last 
three years and the volume of work done by them? 

Repl?i:-The work of collecting utilisation certificates in respect 
of disbursements in 1962-63 was taken up somewhat late as the 
Commission wanted to entrust this work to the Chartered Account- 
ants. However, the implementation of the scheme for audit by the 
Chartered Accountants took time. There was the question of selec- 
tion of Chartered Accountants fixing their remuneration etc. It was, 
therefore, decided in the Commission's meeting held in January, 
1965, to continue the work of audit and collection of the utilisation 
certificates by the Internal Audit Staff of the Commission. As soon 
as this decision was taken, the work relating to submission of utilisa. 
tion certificates was taken up. Utilisation certificates to the tune of 
Rs. 16.11 crores out of total disbursement of Rs. 16.46 crores made to 
direct institutions in 1962-63 have already been collected leaving a 
balance of only Rs. 35 lakhs. The balance left is mainly due to non- 
availability of the Institutions' accounts etc. readily. 

The State Boards have also been impressed upon from time to 
time make immediate and special arrangements for submissio~ 
utilisation certificates for the disbursements made upto the year 
1962-63 and also to make suitable arrangements for the collection of 
utili~ation certificates for the year 1963-64. They have further been 
requested to ensure that all the utillsation certificates in respect of 
the funds disbursed upto the year 1962-63 and during 1963-64, are 
furnished to the Commission, positively by December, 1965 and 
March, 1966, respectively. 

(a) Working of the Interm1 Audit:-The Internal Audit Wing of 
the Commission functions under the genera1 control of the Director 
d Inspection of the Commission who is an offlcer of the Indian Audit 



and Accounts Service. The Internal Audit Staff is stationed at the, 
Central Offices of the Commission, Bombay as  well as attached to ' 
the offices of the Commission in Different States. The Internal 
Audit Staff in the State Offices is under the administrative control 
of the respective State Directors of the Commission and the Director 
of Inspection, gives technical guidance and exercises overall control 
over the staff. 

(b) Main FunctCons of the Audit Staff:-(i) To visit the directly 
aided institutions for purposes of audit and collecting utilisation 
certificates for funds released by the Commission. 

(ii) To conduct special audit/investigation of the accmnts of an 
institution wherever found necessary. 

(iii) To conduct spot aud i t  of rebate:'subsidy payments madc to 
various institutions. 

(iv) To conduct annually complete audit of the accounts of the 
trading units departmentallv run by the Commission and draw up 
the final accounts viz. ,  Profit and Loss account. Balance Sheet etc. 
for each financial year along with reports thereon. 

(v)After the annual riudit of the trading operations is over, the 
available Internal Audit Staff in the Central Office is utilised for the 
purpose of expeditious settlement of statutory audit objections. 
processing of utilisation certificate, disposal of urgent matters relat- 
ing to Public Accounts Committee, review of C.C.P.F. Accounts, test 
audit of establishment bills etc. 

(c) Composition and strength of the sta8:-The Internal Audit 
Wing has a sanctioned strength of 24 posts of Accountants in the 
scale of Rs. 325-15--475 and 75 posts of Auditors in the Scale of 
Rs 210-10--290-15-32b-EB-1-25 and 41 posts in the U.D.Cs. 
scale of Rs. 13e-5-160-8-200---ER-8-256-EB-8--280-10-300. 
These excludes the staff at the headquarters ofice for settlement of 
audit objections. processing of U.Cs. and establishment work. They 
have been distributed in various State OfFtces and some are stationed 
at the Headquarters. Except at the Headquarters Officr: of the Com- 
mission and at Kakinada (where some production centres are being 
run directly by the Commission) there is normally, one Accountant, 
and 213 Auditors in each State. 

(d) Volume of wmk:--A list of payments ma&= by the Commis- 
sion in a year to the implementing agencies is dmpatched to the 
different Tntcrnal Audit Parties in the States. They frame their own 
tour programme of audit under the directions of the State Director 
and proceed t o  thc field. Thcrcaftcr t h y  submit their reports/ 
utilisation certificates to the Head OfRce, where these arc further 



processed and action taken for furnishing the utilisation certificates 
to the Audit/Government. 

(i) The figures mentioncd below will indicate the total volume 
of work in regard to submission of utilisation 'certificates and the 
volume of work done by the Internal Audit Staff for the last 3 years. 

Amount disbursed to Amount for which 
Year Directly aided instns. U. Cs. are prepared 

(Amount in crores) 

~ ' o r  this purpose. the Audit Parties had to visit approximately 
1117 institutions in a year. 

(ii) The annual accounts of the Commission have to be submitted 
to the Government of India,iAudit by a fixed date i.e. 31st October 
every year after the close of the financial year. These accounts of 
the Commission also include the accounts of the tradmg activities 
of the Commission. There are 66 trading units involving Rs. 6.89 
crores as capital investment. They prepare their accounts at  the 
end of financial year. Audit st& stationed at the Head C)rPBce 
mainly undertakes the audi! of accounts of these trading units. The 
Audit Staff stationed at Head Office also is assigned the work of 
processing the utilisat'on certificates received from all the State 
Offices and consolidation thereof. 

(ii) The available audit staff in the Central Office as stated 
above is also utilised for clearance and disposal of the optstanding 
audit objections. During the period from 1963-64 to 1965-66 (upto 
31-12-1956), 307 statutory Audit Reports with 609'2 paras hsve been 
cleared. 

(iv) On an average. payments of the order of Rs. 4 to 5 crores 
are made every year towards rebate (now weaving subsidy) 
and subsidy claims for which Auditors are required to undertake the 
spot audit of these payments. This audit inc1udi.s a detailed check 
of all payments to the extent of one week in a quarter. For this 
purpose the audit staff has to  visit about 1850 institutions with 
about 3950, 3960 production and sales centres respectively. All the 
centres are required to be visited at  least once in t h ~ e  yeam. 



(e) Expenditure involved. t 

------- -- . - - - - - - - - - - - - . - - ---- 

Year Pay & Allowances T.A. Total 
-. . .. . .. _-- -- _ I- - - -  - 

Rs. Rs. Rs. 

@, 2385,615.32 
(Excludes T.A.) 

(94 2,97YS18'47 
(Excludes T. A .) 

- - -- - - - - - -- 

@Figures are not separately available. 

No~~.-'i'he increase in expenditure in 1964-65 compared to that of 
1963-64 is due to (i) Revision of pay scales of the staff 
from 1-7-1963 and payment of arrears and (ii) increasrd 
ratcs of dearness allowance sanctioned in April and July  
1964 and February, 1965. 

Qwst ion No. 15(ii) :-What steps have b ~ n  taken to clear the 
arrears by Internal Audit? 

Reply:-(a) As has been stated in reply to Question No. 15 ( i ) ,  
the work of collecting utilisation certificates in respect of disburse- 
ments in 1962-63 to the directly aided institutions was taken up late 
as the Commission was contemplating to entrust this work to the 
Chartered Accountants. As the implementation of the scheme of 
audit by Chartered Accountants was getting delayed, the work was 
taken up  after January, 1965 and U.Cs. to the tune of Rs. 16.11 crores 
(out of the total disbursement of Rs. 16.46 crores during 1962-63 
made to directly aided institutions) have been collected as on 30.11.65. 
The work of collecting utilisation certificates in respect of disburse- 
ments made in 1963-64 has also been taken up and is in progress. 

(b) Several steps have been taken to clear the arrears and for 
prompt submission of utilisation certificates in future as indicated 
below:- i 

(i)  The position of U.Cs. is discussed during budget discussions 
and taken into account at the time of approving the 
programme and allotment of funds for the ensuing year. 

(ii) Target dates have been axed for securing utilisatlon 
cectiffcaterr. 



(iii), T),w Intepad,  Audit St& ~tationed at S@te Wces hos 
been instructed 40 give priority to  the work of pmc&ng 
.the u U s t i o n  ceztificates and that failure to submit ,+ti- 
lisation certificates prcunptly for earlier payments w@ 
entail suspension of further assistance. 

(iv) Arrear clearance parties are being sent to visit the institu- 
tions and societies for ensuring, inter alia, that no U.Cs. 
remain outstanding. 

Question No. 15 (iai) .-The Working Group on Khadi & Village 
Industries have observed as follows in Para 3.50 Page 43 of their 
Report: - . . . -- . -  I .  .. S L - J  

'The Public Accounts Committee has repeatedly stressed the 
need to produce utilisation certificates as an earnest of 
the accountability. of these institutions and the State 
Boards for the moneys granted to them. We agree with 
the P.A.C. that drastic steps should be taken by the 
Commission in regard to grant of further assistance to 
the State Boards and institutions which are not in a 
position to account reasonably for the moneys given to 
them and to produce certificates for their proper utili- 
sation. We should also suggest that where a State 
Board or an institution, in spite of several requests, 
persistently defaults in rendering proper accounts or 
furnishing utilisation certificates further assistance to  
such State Boards or institutions should be discontinued. 
We have no doubt that such a step while i t  might sound 
harsh, is likely to be more salutory and result in 
strengthening financial discipline and accountability for 
public funds." 

Has any action been taken on that recommendation? 

Reply:-In the past, sanction and release of further assistance 
was not strictly made dependent on the submission of utilisation 
certificates by the State Boards and institutions for the reasons enu- 
merated in reply to Question No. 14(iv). The Commission is now 
exercising stricter control and effective watch over the progress of 
expenditure of the funds placed at the disposal of the State Boards 
and institutions. This is achieved by the introduction of the system 
of granting "Imprest" to the State Boards and Institutions and 
recoupment of expenditure incurred therefrom. As stated in reply 



to Question No. 2O(ii), the importance of prompt submission of the 
utilisation certificates is being continuously discussed in the meet- 
ings of the State Boards. The matter has also been taken up with 
the State Boards at the highest level. 



APPENDIX XVI 

(See Paras 4.48, 4.73) 

Para IV (iii)-Adarsh Ambar Sahakari Mandal: 

Question 16(i).-Were the Commission aware that the M.P 
Board also were advancing loans to the same Society? 

(ii) Is it the practice to advance loans or grants to the same body 
for the same purpose both by the Commission and by the State 
Board? 

Reply.-It has been found that in this particular case, Commis- 
sion's State Office, at Ujjain was never referred to by the State 
Board at the time of sanction and release of funds. 

It was not envisaged that assistance should be extended for the 
same purpose to any individual body both by the Commission and 
the State Board. However, a few instances came to the notice of 
the Commission in which institutions on the direct list of the Corn- 
mis~ion were found to have received funds from the State Boards. 
This question was considered by the Commission and it was decided 
that all institutions engaged in Khadi & Village Industries work 
should receive financial assistance from one source only i.e. either 
the Commission or the State Board and that they should not tap 
both these sources for the purpose. Instructions to this effect were 
issued to all concerned in September, 1964. 

Question No. 16(iii).-Were utilisation certificates received in 
respect of any of the loans? If not, why were further loans given? 

Reply.-As explained in reply to Question No. 14 (iv), submission 
of U.Cs to earlier payments was not enforced strictly for payment 
of further assistance as such a step would have impeded execution 
of the programmes. However, U.Cs. for the disbursements (both 
loans and grants) made to Adarsh Ambar Sahakari Mandal, Ujjain, 
upk, 31-8-1981 have been received. 



212 * 
In respect of the following three payments mpde during 1961-62, 

however, the UCs. have not yet been received: 

Date of Payment Loan Scheme 
Amount 

3-10-61 . i,ggo-oo Finishing Cmws. . 
23-1 1-61 . 65,904*06 'Traditional Khadi. 
3 1-3-62 87,538.91 DO. 

It may be stated in this connection that the Commission had not 
come to know of any mismanagement in the Institution at the time 
of paymet of the above said loans. Auditor reported that the books 
wrre not available because of the action taken by the Cooperative 
Department etc. Audit is being arranged. 

Question No. 16(iv) .-Did the inspectors of the Commission or 
Internal Auditors know of any mismanagement in the affairs of the 
society earlier than 1964? 

Reply.-The audit conducted by the internal auditors of the 
Commission prior to 1964 was confined to obtaining utilisation certi- 
Acates and thus had a very restricted scope. The utilisation certi- 
ficates furnished by the Auditors indicated that cash book, ledger 
and vouchers etc., were being maintained properly. The B-ce 
Sheet of the society as on 30-6-1963 was checked and certified by 
the Chartered Accountants and showed a profit of Rs. 501: 28. The 
Balance Sheet as on 30th Junc, 1964 prepared by the society but got 
audited only showed a loss of Ks. 1,43,125.46. 

It was only in or about April, 1964 that the Commission came to 
know that the Society had incurred a heavy loss. In May, 1984, the 
Joint Director of Industries-cum-Joint Registrar of Co-operative 
Societies, Indore, M.P. was requested by the Commission to order 
an enquiry into the constitution, working and financial position of 
the society and also to assess the possibility of recovering the 
Commission's dues. 

Questhi No. 16(v) .--Has the report of the Joint Registrar of 
Co-operative Societies been received since? If so what are the 
findings? What action has been taken on the report? 



Reply.-A copy of the report on the complaint again& the 
Adarsh Ambar Sahakari Mandal Ltd., Ujjain, submitted by the 
Assistant Registrar of Co-operative Societies, Ujjain under his letter 
No. Ind-Coop./64/3871, dated 16th November, 1964 to the  Joint 
Director-cumJt. Registrar, M.P. has been received in this oflice in 
July, 1905. 

The report contains inter alia,, the following irregularities:- 

(i) Fictitious production and sales to the tune of Rs. 39,424:97 
and Rs. 1,25,192:75 respectively were shown in the 
books of accounts of the Society. 

(ii) Another society the Laghu Udyog Sahakari Samiti Ltd., 
Ujjain was organised by most of the members of the 
Adarsh Ambar Sahakari Mandal Ltd., Ujjain and has 
staff of the Ambar Mandal obviously to show the ficti- 
tious printing, dyeing the sewing work and to obtain ' 

bogus bills for the same. 

(iii) Khadi hundies were not actually sold. The hundies were 
shown as handed over to some persons for effecting 
sales. The amount of hundies handed over to various 
persons for sale was debited against their names. Sale 
proceeds of hundies amounting to Rs. 14.154:25 is get 
to be recovered. 

(iv) Hire purchase loan received by the Society was not fully 
utilised for the purpose for which i t  was given. 

(v) The land for construction of building was purchased from 
Ex-President of the society. 

The State of affairs of the Society was, therefore, reported to be 
far from satisfactory warranting an enquiry into the  constitution, 
management and the financial affairs of the society. 

Subsequently, the Managing Comnlittee of the defunct society had 
been superseded by the Asstt. Registrar, Co-operative Sxieties,  
Ujjain under his order No. 707 dated 17th February, 1965 and a new 
Committee consisting of the representatives of the Commissim's 
state office at Ujjain, M.P. State Board and the Society was consti- 
tuted to take out an inventory of the stocks and assets etc. This 
newly constituted Committee has submitted its full report to the 
Asstt. Registrar, Co-operative Societies, Ujjain in August, 1W5. The 
Committee has suggested to wind up  the affairs of the Society by 



taking it into liquidation at the earliest. The Committee also sug- 
gested that the property of the Society be attached under the 
powers delegated to the Asstt. Registrar, Co-operative Societies 
under provisions of the Co-operative Act. The criminal proceed- 
ings against the office bearers of the Sbciety responsible for mis- 
management have also been suggested. Further development is 
awaited. d 



APPENDIX XVII 
(See Para 4.87) 

Para (V)-Palm GUT Industry: 

1. Grants to an Institution 

Question 17(i) .-What was the position of the trees planted 
when the Second Grant of Rs. 8,6951- was given to the Institution 
in m y ,  1963? How many trees were surviving at that time? 

Re?!;.--Against the grant of Rs. 12,840:1- paid in November, 
1961, for the new scheme of Palm Plantation, the expenditure ac- 
tually incurred was Rs. 21,535.42 upto August, 1962 as reported by 
the Sarva Seva Sangh (National. Palm Gur Memorial) in Septem- 
ber, 1962. 

The Sarva Seva Sangh requested reimbursement of excess ex- 
penditure of Rs. 8,6951-. According to the report of the work done 
obtained at the time of considering the request, it was seen that 
about 10,000 trees were planted under the directions of 2 persons 
and this plantation did not succeed and mbst of the trees did not 
survive. The second attempt of planting 200 trees was made under 
the direction of a different person when 165 trees out of 200 trees 
survived. 

Question 17 (i'l).--What are the reasons for only 165 trees 
surviving out of 10,200 trees stated to have been planted? 

Reply.-As stated above, it was in the second attempt when 200 
trees were planted 165 survived.-As regards the first attempt for 
planting 10.000 trees. the land selected for transplantation of glown 
up date palm trees proved unsuitable. The place was a rocky one. 
During transplantation. trees got, uprooted. Furthe 
nuous watering after transplantation also resulted 
val of the trees. 

Pnta (V)-Palm Gut I n d u s t ~ :  
Question 17. (iii).-In May 1963, i t  was known tf 

lark of conti- 
n the non-survi- 

tt onlv 165 trecs 
had survived. Why was then a further grant of Rs. 6,460/- given 
for maintenance of only so few trees? 

Reply.-At the time when the amount of Rs. 6,460:'- was sanc- 
tioned it was considered that the nriginal scheme should not be 



abandoned. The amount of Rs. 6,460/- was required for the follow- 
ing items: 

(i) Manuring. Rs. 2,000/- 
(ii) Watering Equipment. Rs. 2,200/- 
(iii) 4 Labourers for one year for 

' maintenance and care-taking Rs. 2‘160/- 
(iv) Misc. expenses. Rs. 100/- 

It has, however, been found that an expenditure of Rs. 221.49 has 
been incurred on -maintenance and the institution has since refund- 
ed the balance amount of Rs. 6,238:51 in 12/65. 

Questim 1'7 (iv) -Has any further investigation been made to 
see whether 165 trees are still surviving? 

Reply.-No further investigation has been made because the 
Sama Seva Sangh is a reliable institution and its bonafides are not 
suspect. It can be said that its judgment did not prove to be correct 
and expectations did riot materialist They have proved to be 
unjustified. 



APPENDIX XVIII 

(See Paras 4.93, 4.94) 

Question No. 18 ( i )  .--What are the extraordinary circumstances 
under which the Commission reeased grants and loans in July 1962 
and again in January, 1963, despite the communications from the 
State Government in April, 1962, and November, 1962, respectively? 

Reply.-(i) Release of grant and loan in July.  1962 

Although the Minister for Iudustries and Commerce, Mysore, 
in his demi-official letter no. MIC;409'62, dated 16th April, 1962, 
conveyed the Government's policy decision that no New Neera 
Centres should be opened in the State and that rencwal of licences 
for existing neera centres should not be .granted after the expiry of 
their present period of validity. it was also stated therein that the 
question of reconsidering the decision was however under considera- 
tion. The State Government in an earlier communication bearing 
Commerce and Industries Department No. CI. 21. RKD-62 dated 
9th March, 1962 had also informed that while the question of per- 
mitting the sale of neera in Centres under the auspices of the State 
Khadi R. Village Industries Board was still under the consideration 
of the Government, there was no difficulty so far as the State 
Government could see in the Board implementing the palm-gur 
schemes as in the previous years. 

The funds for the year 1961-62 were sanctioned as far back as 
November, 1961, but were not released pending receipt of the pro- 
gress report and the expenditure statement and also in view of the 
uncertain policy in regard to Palm Gur, although the State Board 
in its letter dated 27 January, 1962 had again asked for the release 
of funds and were prcssing for the same. Subsequently having 
regard to this position and, considering the fact that the State 
Government was only averse for the sale of Neera owing to the 
pmhibition policy and was not against the use of Neera for the 
manufacture of palm-gur and other products, the Commission re- 
leased the loan and grant of Rs. 2,38,800 and Rs. 1,43,970t- respec-. 
tively on 13th July 1962 with e stipulation that the amounts should 
be expended within 3 months and any unspent balance should be 
returned to  the Commission. 



(ii) Release of Grant and Loan in January, 1!%3 

The Government of Mysore in their letter No. CI-2091-RI/62, 
dated the 2nd November, 1962, informed the Commission that the 
State Government had decided not to renew with effect from 1st 
October, 1962, the licences of Neera centres. As regards the v a n t  
of renewal of licenses for tapping Neera for manufacture of palm 
gur the matter was under the consideration of the Government. 

Immediately on receipt of this communication the matter was 
taken up with the Chief Minister of Mysore pointing out the adverse 
effect the Government decision would have on the working of the 
co-operative societies some of which were engaged in the sale of 
neera as a health beverage and utilised only the surplus neera for 
the preparation of gur. The major portion of the amount provided 
in the budget was for production of palm gur, palm sugar and other 
palm products. It was also reported in December, 1962, by the 
Commission's Technical Adviser that the State Government had al- 
ready decided to grant licenses for tapping neera for gur and sugar 
production. Even Neera sale licence issue was also under re-exami- 
nation of State Government. In these circumstances the Commis- 
sion released the funds in January, 1963. I t  may also be mentioned 
here that the State Government have since accepted the State 
Board's request in recognising the State Board as recommending 
authority in the matter of issue of licenses to the palm-gur societies. 

I t  will thus be evident from the above that the main aim in 
releasing the funds for the manufacture of palm-gur and other 
products was to save the thriving palm-gut industry in the Mysore 
State and also a large number of tappers who were thrown out of 
job as a result of the introduction of the prohibition in Mysore 
Statc. 
Para V (ii) -Mysore State Khadi & V.I. Board: 

Question 18 (ii) -Has the State Board furnished the utilisation 
certificate since? If so, how, have they explained the utilisation, 
when financial assistance was not to be extended? 

Reply.-The total amounts of loans and grants paid in July, 1962 
and the rest of the year (upto March 31, 1963) were Rs. 7,23,300/- 
and Rs. 3,53.970 respectively. The State Board disbursed to the 
Societies Rs. 35,7481- and Rs. &,730;79 ps. by way of loan and grant 
leaving unspent amounts of Rs, 637,5521- and Rs. 3,19.239.21 ps. 
The unspent amounts were refunded to the Commission in Decem- 
ber, 1963. The State Board has furnished so far utiljsation certifi- 



cates for an amount of Rs. 30,338;70 (Grant). The State Board har 
intimated that action has been taken to obtain and verify U.Cs. for 
the remaining amounts from the Institutions to whom the loans 
and grants were disbursed. 

Question 18 (iii) .-What is the present position regarding the 
recovery of Rs. 25,000/--due from the Mysore State Board, as referred 
by P.A.C. in para 68 of their 7th Report (Third Lok Sabha)? 

Reply.-The balance of Rs. 25,000/- has since been recovered. 

Para V (ii)-Mysme State Khadi & V.I. Board: 

Question No. 18 (iv) .-Has the attention of the Commission been 
drawn to para 64 page 67 of the Report of the Mysore PAC., on 
the Appropriation and Finance Accounts of the Government of 
Mysore for 61-62 and the Audit Report, 1963, which is reproduced 
below: - 

"64. About the affairs of the Khadi Board, the less said, the 
better, as enough has been said already. The affairs of the Board 
have become the target of criticism and it remains to be seen when 
i t  will be set right. The irregularities such as non-maintenance of 
accounts, non-accountal of cash balance and cases of mis-appropria- 
tion are of a serious nature and it appears no attention has been 
paid by the Board to improve matters."; 

If so, what action is proposed to be taken by the Commission to 
safeguard the loans given by them? 

Reply.-The Mysore State Khadi & Village Industries Board is 
a Statutory Body accountable to the State Legislature and is under 
the administrative control of the State Government. The accounts 
of the State Board are audited by the Accountant General, Mysore. 

The Commission had the ailairs of the Board generally examin- 
ed in 1963 as soon as it came to its knowledge that the accounts of 
the  State Board were not properly maintained. In April, 1964, the 
Commission again sent a study team under a Senior Officer for 
conducting 'administrative-cun~~ccounts study of the working of 
the  State Board. The Commission took up the matter on the bash 
of those examinations with the State Board in July, 1964. Thest 
were further discwed in the presence of the Chief Minister in 
December, 1964. As a result of these discussions, a time-schedule 
has been drawn up for compilation of the accounts of Board. 



(a) The State Board has completed compilation of accountr; 
upto 1964-65 except in respect of two direct centres. The State 
Board has also completed internal audit upto 1963-64 except that re- 
lgting to three centres. 

(b) Several other decisions were also taken regarding tbe 
financial management at the meeting and it was agreed that the  
administrative expenditure would be brought down, direct centres 
run by the State Board which were incurring losses should be closed 
and a Financial Adviser and Chief Accounts Ofiicer of I.A. & A.S. 
cadre should be appointed. 

(c) The state Board has closed down all direct trading activities 
which were not economically justifiable. All losing centres have 
been closed down from July, 1965. 

(d) The State Board has also taken steps to institute cases 
against the officials by lodging complaints with the police. In cer- 
tain other cases, the officials had been kept under suspension pending 
enquiry. In'some cases, regular enquiry officers were appointed and 
their final reports were awaited. 

(e) It was also decided that the position about cases of misappro- 
priation, etc. should be reviewed at a meeting to be held every 
month where Minister, Co-op., Minister, Industries and Commerce. 
Chairman of the State Board, Inspector General of Police and Regis- 
trar of Co-operative Societies and other officers concerned should be 
present. This procedure is being followed. 



APPENDIX xIk 
(See Para 5.70) 

Question No. 19(i) .-What are the reasons for not obtaining 
acceptance of balance from 54 offices, out of 72 holding the im- 
prest? 

Reply.-The imprest cash balante under Khadi (Rs. 0.26 lakhs) 
and Village Industries (Rs. 7;92 lakhs) as on 31st March, 1964 
referred to in Para VI of the Audit Report on the annual accounts 
of the Commission for the year 1963-64 were held by 72 departmen- 
tal offices of the Commission. The work of reconciliation, taken 
up in the month of July, 1964 has so far been completed in respect 
of 38 offlces, and 6 State OPIices which have been closed down have 
refunded the imprest balances. The remaining 28 departmental 
offices have been impressed upon to expedite the work of reconci- 
liation and confirm the balances. 

Transactions for all the years upto 1962-63 need to be gone 
through wherever differences between balances as per Commission's 
books and those according to the books of out-station offices have 
come to notice. This has mainly delayed the completion of the work 
of reconciliation in the remaining cases. 

PART-VI. Miscellaneous 

Question No. 19(ii).-Why do the Apes  of imprest as available 
on the records of the Commission not tally with the figures shown 
in the accounts? 

Reply.-In the past the imprest amounts were erroneously classi- 
fied under the head contingencies. At the time of the compilation 
of the Annual Accounts the figures relating to imprest used to be 
ascertained and incorporated in the Annual Accounts. During 
1963-64, the practice of booking imprest transactions under the head 
'Imprest' was started so that the balances are carried forward and 
watched in the Accounts from year ta year. 

As stated against answer to Question 19(i) the work of reconci- 
liation was started from July, 1964, and in respect of 50 officers 
the work has been completed. As the transaction for all the years 



upto 1962-63 are required to be gone through in case of differences 
between the balance as per Commission's books and those accord- 
ing to the books of the Departmental offices there has been delay in 
finalking the remaining cases. All efforts are being made to com- 
plete the reconciliation as early as possible. 

. Question No. 19(iii).-Have Government considered the sugges- 
tions made by the Working Group about imprest at para 3.62, pages 
49-50 of their Report? 

Reply.-The various suggestions made by the Working Group on 
the Khadi and Village Industries were to be examined in the light 
of comments thereon by the Khadi and Village Industries Commis- 
sion. Detailed examination of the Report has been undertaken 
very recently and it will be some time before decisions on the 
various recommends tions are taken. The suggestion under ref e- 
rence is yet to be examined by Government. 



APPENDIX XX 

(See paras 4.58, 5.94) 

GENERAL 

Unsatisfactory working of and Irregularities in the Khadi and Village 
Industries BoardlCommission 

Question No. 20 (i) .-The P.A.C. have repeatedly commented upon 
various irregularities disclosed in the working of the Khadi and 
Village Industries Board/Commission. Attention in this connection 
is invited to:- 

(1) Para 69 of 15th Report of P.A.C. 
(1st Lok Sabha). 

(2) Paras 19-20 of 18th Report of P.A.C. 
(2nd Lok Sabha). 

(3) Para 19 of 25th Report of P.A.C. 
(2nd Lok Sabha) Vol. I. 

(4) Paras 15--40 of 34th Report of P.A.C. 
(2nd Lok Sabha). 

(5) Paras 21-27 of the 42nd Report of P.A.C. 
(2nd Lok Sabha). 

(6) Paras 57-69 af the 7th Report of P.A.C. 
(3rd Lok Sabha) . 

(7) Paras 1-11 of the 19th Report of PAC. 
(3rd Lok Sabha) . 

(8) Paras 45-54 of 38th Report of P.A.C. 
(3rd Lok Sabha). 

Notes showing action taken on the recommendations contained 
in paras 57, 59, 60, 63, 64, 65 and 67 of the 7th Report (Third Lok 
Sabha) and paras 1-11 of 19th Report (Third Lok Sabha) and 
paras 45-44 of 38th Report (Third Lok Sabha) are still awaited 
from the Department of Social Security. 

(i) What are the reasons for so much delay in furnishing the 



notes? (The 7th Report was presented in March, 1963, the 19th 
Report in February, 1964 and 38th Report in April, 1965). 

Reply.-A statement showing the present position of the out- 
standing recommendations of the P.A.C. is enclosed, an abstract of 
which is given below:- 

;rth Report 19th Report 38th Report 
(IIIrd Lok (IIIrd Lok (IIIrd Lok Total 
Sabha) Sabha) Sabha) 

(I) No. of paras 7 shown as 57,59, 
outstanding. 60,63,64, I I 10 

65 & 67 (1 to 11) (45 to 54) 28 
(2 )  Replies already sent (in- 57,59, 3 I 9 

cluding 5 interim replies) 60~63 &65 (68 & 9) , (54) 

(3) Replies being sent . . . . . . . . . 
(4) Draft replies sent to Audit . . 3 . . 3 

Ministry of Finance for (14 & 3). 
vetting. 

( 5 )  Replies which are in cor- 2(64 & 67) 5 9 
respondence with the ( 4 y 7 y 8 y ~ ~  (45 to 53) 16 
Commission/others & 11) 

The delay in furnishi1,g :.eplies is due to the time consumed in 
obtaining all the relevant facts and figures from the Khadi and 
Village Industries Commission (dhich has, in turn to deal with a 
large number of institutions--over 1,000 institutions and 17,000 Co- 
operative Societies-spread throughout the country) processing 
them getting them vetted by the Ministry of Finance and Audit 
including revisions of the replies in the light of their comments and 
furnishing the final replies to the Lok Sabha Secretariat. All these 
processes inevitably take time. However, every effort is taken to 
ensure that replies are finalised as speedily as possible. 

Sri.? n? g! i i > z i v j  tLI: p3sitiol  of the replies to ths outstanding recommen&twn 
of ths P. A.C. msntionedin Question No. 20. 

S1. Report Number Para No. Brief subject and present position 
No. of the 

Recommen- 
dation 

- -- - .- 
I 7thReport . 5749 and Regarding outstandhg Ucil- 

(Third Lok sabhr) 60 Cerrificom cad wm-due loam 



S1. Report Number Pua No. Brief subject and presmt pod- 
NO. of thc tion 

Recommen- 
dation 

Replies have been sent to Lok 
Sabha Secretariat vide this De- 
partment's 0. M. No. 5(2)/63- 
KVI (A & E) Pt. VI  dated 
18-9-65 

63 Regarding reduction in the cost of 
production of Khadi. 

An interim reply has been sent 
with the above O.M. and the 
Khadi & Village Industries 
Commission has been addressed 
for furnishing a complete reply. 
The same is awaited. 

64 Regarding the Sqghan Kshetra 
Vikas Samiti, Dhnaura. 

In pursuance of the recomrnenda- 
tions of the P.A.C., Govern- 
ment appointed an officer to 
conduct a thorough investiga- 
tion into the irregularities point- 
ed out by the P.A.C. The 
Officer has since submitted his 
Report. Government have 
accepted the recommendations 
contained in his Report and 
have asked the Commission to 
take action on them. A reply 
to para 64 will be sent to P.A.C. 
separately. 

Reply has been sent to Lok Sabha 
S-riat, in this Deparr- 
merit's 0. M. No. 5(2)/63-KVL 
(A&E) Pt. V &tad ,6-11-1965. 

The Commission is pre p""g two sas of regulations or the 
- -- -. 

conduct of exhibitions and for 



S1. Report Number Para No. Brief subject and prcseat position 
No. of the 

Recommen- 
dation 

maintenance of accounts. A 
reply will be sent to Lok Sabha 
Secretariat separately. 

2 19th Report I Regarding non-repayment of loans 
(IIIrd Lok Sabhe) given by Government to the 

Commission and the need for a 
new appraoch to Govemmmt 
policy in this respect. 

Draft reply to P.A.C. has been 
prepared and seat to audit for 
vetting. 

3 Regarding ovtstanditlg Utila'sation 
Cern'ficates and overdue loans. 

A draft reply to P.A.C. has been 
prepared and sent to the Minis- 
try of Finance. 

q Regarding Gram EKai programme. 
This is under examination. 

5,6 and 8 Regarding defalcationt in Andhra 
Zone, working results of trading 
Miu of the Commbsion and 
Idle Bone Digesters. 

The drafc reply to P.A.C. has 
been vetted by audit. Replies 
to paras 6 & 8 have since been 
sent while para 5 is under h a -  
lisation in consultation with the 
Commission. 

7 Regarding Rejund o j  profits to Go- 
vemmmt rhrough D.G.S. & D. 

The matter is under consideration 
in consultation with the Minis- 
try of Finance. 

9 Regarding Iwegulmitia in the pay- 
ment of fun& LO Bhopal Rajyo 
Khadi Gramodyog Sangh. 

Reply has bem sent to P.A.C. ' 

- 



Sl. Repon Number Para No. 
No. of the re- 

commwda- 
tim 

3 45 to 53 45 19 53 
38th Rep~rt  

(IIIrd Lok Sabha) 
54 

Brief subject and presult position 

Regarding Disposal of sub-standard 
Khadi. 

A craft reply to P.A.C. has been 
W i s e d  and is under examina- 
tion in consultation with the 
Ministry of Finance. 

RegadingWMaintenance of block 
accounts~of assets created our of 
funds given by the Khadi & 
Village Industries Commission. 

This is still under examination. 
The Commission's :replies to' all 

the paras are awaited. It is 
being reminded regularly. 

Regotding r d s b n  of pay scalps of 
Commission's employees. 

A reply to P.A.C. has been sent. 

Question 20 (ii) : 
A note indicating improvements in procedure, accounts, rnanage- 

ment etc., as a result of the action taken on the recommendation of 
P.A.C. may be furnished. 

The steps taken to improve the accounts, management 
etc., are indicated below in brief: 

(i) Budgeting.-In order to have a realistic budget and also with 
a view to ensure that no funds are allowed to remain with the im- 
plementing agencies in excess of requirements,' the Commission has 
introduced the system of budget demands, discussions and allot- 
ments and 'Imprest'. The detailed procedure has been indicated in 
the reply to Q. No. 4 (e) (ii) . 

(ii) Working Fund.-The system of providing funds to the 
implementing agencies for the production and sales programme has 
been revised by providing them with 'Working Fund" instead of 
loans. The quantum of funds is to depend upon and is to be regu- 
lated with reference to the particular levels of production and sales. 



This  system would enable the implementing agencies to continue 
their programmes, which it was felt suffered in earlier years due to 
.depletion of capi"ta1 for sometime as a result of the annual repay- 
ment of loans. 

(iii) P e r f m a w e  Reports.-It has been decided that the imple- 
menting agencies should submit to the Commission the prescribed 
performance reports periodically. Such performance reports would 
enable the Commission to satisfy itself about the progress of exe- 

hcution of the various schemes visa-vis the Anancial assistance given. 

(iv) Utilisatiom Certifi&es.--The recommendations of the 
P.A.C. contained in their 7th and 19th reports have been brought to 
the notice of the State Boards and the institutions financed by the 

Commission. It has been made clear to them that failure to furnish 
U.Cs. in time, would entill suspension of further assistance. The 
importance of prompt submission of the U.Cs. has been brought to 
the notice of the State Boards from time to time and has also been 
explained in the meeting recently held with F.A. & C.A.Os. and. 
Secretaries/C.E.Os. of the State Boards. The matter has also been 
taken up with the State Boards at the highest level. 

So far as the recovery of unspent balances is concerned, deter- 
mined efforts have been and are being made to effect recoveries. 
It may not be out of place to mention here that with the introduc- 
tion of the system of 'Imprest' and 'Working Fund', the chances of 
unspent balances remaining with the institutions or State Boards 
are  very remote. 

(v) Recovery of over-due loans.-The Commission has set up a 
*Special Recovery Cell under a Senior Officer of the Commission. 
The St& of the cell has also been augmented recently. The Indus- 
t r y  and Programme Directors of the Commission have been directed 
to ensure that the defaulting institutions pay up the dues imme- 
dia tely . &gal proceedings /liquidation proceedings are resorted 
to, should the efforts fail through other means. The loanee institu- 
tions have been impressed upon through a circular that the sppli- 
cations for further assistance will not be considered by the Commis- 
sion unless the defaults are cleared. The Commission also reviews 
a t  its monthly meetings, the prog&s of recoven of over-due loan 
amounts. 

(vi) Accounting and Audit-The C m i o n  feels that the 
sys tern of accounts requires reorientation. With this object the 
-system of accounts b btfng got examined by a flrm of Chartered 



Accountaate to effect simplicity and adequacy so that the essential 
inf onnation normally required is ' readily available. 

(vii) Study of the State Boa~d.8.-In recent years, the procedure 
of conducting the study of the working of the various State Khadi 
& V. I. Boards has also been introduced. The study, which is in the 
nature of an administrative-cumaccounts-impection, is conducted 
by deputing special audit parties under the supervision of senior 
ofacers sf the. Commission. If the report of the study team discloses 
serious irregularities or heavy arrears in accounts and other irre- 
gularities the matter is taken up at the highest level. The Com- 
mission has also decided to strengthen the internal audit staff 
especially to have a periodical inspection of the State Khadi & V. I. 
Boards. 

(viii) AdminGsCration.-An Administrative Improvements Com- 
snittee was appointed by the Commission in March, 1964 to study 
the administrative machinery with a view to suggesting measures 
for economy and efficiency, etc. The recommendations made by 
the Committee are under implementation. 

(ix) Pattern of Assistance.-The Commission appointed in .June, 
1962 a Patterns Committee to examine all the patterns of assistance 
then existing and suggest revision, if necessary. The report sub- 
mitted by the Committee has been accepted by the commission. 
The Commission has also constituted a permanent Patterns Com- 
mittee to review. from time to time, the various patterns of assis- 
tance in regard to their adequacy, continuation, utility etc. 

(x) Standing Finance Committee (Special) .--Some important 
matters and general issues of importance are discussed in detail 
monthly by the S.F.C. (Special) on the eve of the Commission's 
meeting. P 

Sd.1- S. C. SEN GUPTA, 
New Delhi; Joint Secretary to t h e  Gwcmment of India. 

Dated, 10th January, 1966. 



APPENDIX XXI 
Question No. 21.-What are the steps stated to have been taken 

with regard to misappropriation of funds etc. in the Khadi Gramo- 
dyog Bhandars and in handpounding rice industry as referred to in 
answer to starred question No. 322 dated 22-9-1964 in Lok Sabha? 

Reply: (i) The Managers of Trading Units including Khadi 
Gramodyog Bhavans etc., run directly by 'the Commission are 
required to report immediately to the Commission any cases of 
misappropriation, fraud, theft, fire etc., soon after their occurrence. 
As per the procedure, they have to thke the following steps:- 

(a) In cases of misappropriation or fraud, detailed investiga- 
tion is to be conducted immediately and action taken to 
fix responsibility after departmental enquiry. Action 
has also to be taken to file Police Complaints wherever 
warranted. In the case of Are, burglary, theft etc., 
police cases are to be lodged in the ordinary course and 
the final outcome is to be watched. 

(b) Civil suits are also filed for recovery of the due+ of the 
Commission from the individual held responsible for 
the acts, if other measures for effecting recovery fail. 

(c) In addition to the departmental action adumbrated above, 
a detailed examination is also undertaken to And out 
the causes for the occurrence viz., whether it was due 
to negligence of any individual or indidduals contribut- 
ing for the acts. Necessary remedial measures are also 
taken wherever found necessary. 

(d) In Andhra; where the trading operations are spread over 
a large area and conducted departmentally there is 
also a system of periodical visits by Internal Audit 
Staff and Inspecting staff to the various units for con- 
ducting Internal Audit and surprise check of stocks, 
stores and cash balances. etc. 

(e) Verification of antecedents of persons handling cash/stock 
responsibilities and covering them under Fidelity 
Guarantee Policies are also some of the measures 
adopted for the safety of the Commission's funds. 

(ii) As regards the Handpounding of Rice Industry most of the 
production centres are financed through various State Boards. No 
cases of misappropriation have so far been reported by the State 
Boards. A case of diversion of loan paid to a Coaperative society 
has, however come to notice where steps have been taken to recover 
the amount involved. 

New Delhi; 
Dated 15th January, 1966. Sd/ S. C. SEN GUPTA, 

Joint Senetwy to the h u t .  of India. 
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APPENDIX XXII 
(See Para 5.87) 

Question No. 22.-It was stated in reply to Starred Question 
No. 177, dated 24-11-1964, in Lok Sabha that agreements with some 
parties in U.S.A. for export of Khadi goods were cancelled and no 
agreement or contract had been entered into with U.K. Government 
or with any private party in the U.K. 

I t  has been stated, however, in Para 11.77 of the Report of the 
Working Group on Khacli and Village Industries (page 200) that 
about Rs. 6 lakhs worth of Khadi have, however, been exported to 
the U.K. 

(i) What is the correct position? 
(ii) Have Khadi goods been exported to any other country? 

If so, yearwise and countrywise figures for the last 
five years may be furnished? 

(lii) Have any steps been taken or efforts made so far for the 
export of Khadi goods to foreign countries? 

Reply:-& mentioned in the reply to Starred Question No. 177 no 
long term agreements were entered with the U.S.A. or U.K. S u p  
plies were made on specific orders in individual cases in the course 
of normal business. 

Information relating to Export of Khadi is not available year- 
wise. However, Khadi worth Rs. 2,84.542 has been exported upto 
1964-65 to the following countries. 

U.S.A. Rs. &,82,623 
Japan " 1,659 
France s, 260 -- 

Rs. 2,8$542 
In addition, an institution through its emporium in Bombay has 

also exported Khadi to U.S.A., U.K. and certain 'other foreign 
countries. The figure of Rs. 6 lakhs mentioned in the Report of the 
Working Group apparently refers to all such exports. 

So far as Commission is concerned it has been decided not to 
enter into fresh commitments for export of Khadi until the Commis- 
sion Is in a position to assure tiine-ly deliveries and required quantity 
to the extent needed in export trade. 



APPENDIX XXIII 

(See Para 5.71) 

Question No. 23.-The Public Accounts Committee in Para 10 of 
their 19th Report (3rd L.S.) commented adversely upon the sub- 
sidised sales of sub-standard Khadi. 

In this connection, the Working Group on Khadi & Village In- 
dustries in Para 11.86 (Page 207) of their Report have stated: 

"The position regarding accumulated stocks, we regret to learn 
continues to be acute. On a special request from us, 
the Commission obtained the figures of the stocks with 
institutions as on 31st March, 1964 in order to obtain 
an idea of the magnitude of the problem and the steps 
to be taken on a permanent basis for avoiding the 
periodical recurrences of the phenomenon of accumula- 
tions. These figures reveal that is on 31-3-1964 the Insti- 
tutions carry a stock valued at Rs. 13 crores of which 
Rs. 7 to Rs. 8 cmres are cotton Khadi and Rs. 3 to 4 crores 
woollen Khadi. This accumulation is nearly 50 per cent 
of the estimated value of production in 1963-64. We do 
not consider this at all a normal situation and would 
therefore suggest to the Government & the Commission 
to consider this matter and suggest some permanent solu- 
tion which may include a periodical review say once a 
year of the stock situation and the writing off, if 
necessary, ,-of the losses that may be occasioned as a 
result of the periodical disposal of accumutated and sub- 
standard cloth at a reduced price." 

However, in answer to Starred Question. No. 1280 dated 11-5-1983, 
it was etated in Lok Sabha that 'There is so far no evidence that 
stocks are accumulating". 

(i) What is the correct position? The latest figures of unsold 
*ks of Khadi together with their value may be furnished. 

(ii) What steps me now proposed to be taken for clearance of the 
unsold stacks and prwenting further accumuhtion? 



Reply:-Reference made by the Working Group on Khadi & 
Village industries in para 1.86 (page 207) of the report to the accu- 
mulated stocks is obvioudy to the total stocks with the Institutions 
as on 31-3-1964. The figures collected by the commission relate to 
stock on hand and this does not necessarily imply that all the stock 
was either sub-standard or unsaleable. There are usually large stock 
at the end of March owing to the fact that the peak production 
seamn prevails at that time of the year, sales season commencing 
only from about September each year. Moreover the Sales Bhandars 
are expected to hold stocks to the extent of 40 per cent of the esti- 
mated sales for which Working Capital is also provided. In addition 
the "Vastraghars" are also required to carry certain stocks. Viewed 
from this aspect the stocks of Rs. 13 crores as on 31-3-1964 referred 
to in the Working Group can be considered as normal. 

2. The Commission had taken over-all the substandard stocks 
lying with the institutions in the year 1962-63 to,the tune of Rs. 1.29 
crores and has been able to dispose of stocks to the extent of Rs. 1.25 
crores. It  is possible, however, that there might be some sub- 
standard stocks accumulated subsequently with the institutions. 
It is a normal feature in any production. The institutions themselves 
arrange for the disposal of such stock-by appropriate reduction during 
the sales season, especially during the   and hi Jayanti period in each 
yeas. 

3. As already stated above, it is difficult to give flgures of unsold 
stocks of Khadi as the word 'unsold' will also include not only 
stocks in the Bhandars but pipe line stocks. Sales are keeping pace 
with production to a reasonable level. 

4. As regards the disposal of sub-standard Khadi to which a re- 
ference has been made above a statement indicating the position as 
on 1-11-1965 is e n c l d  from which it will be seen that stocks of 
sub-standard Khadi of the value of Rs. 3,85,982 only remain to be 
disposed of. 



THE POSITION REGARDING ?URCHASE AND RESALE OF KHADI AS UPTO DATE 

Seriaf Name of the State Gross Value Normal Net value Vdue of Special Total 
No. reduction Col. No. Khadi Reduction reduction reduct'on 

due to diswed by allowed by allowed by the allowed by 
d i n g  Lo!:) the Corn- the Corn- Commission tbe Commirr- 

down margin mission mission 7%, 10% sion Col. 74-8 
C ~ C .  20 q i  1 3  % 









Question No. 23 (is) :-What action has been taken on the reconk 
mendation of the Public Accounts Committee contained )n Para 10 
of their 19th Report (Third Lok Sabha). 

\ 

Reply:--Commission had already furnished its reply as to the 
action taken on the recommendation of the P.AC. 

A draft reply to the P.A.C. has ben prepared. The reply was 
sent to Ministry of Finance before getting it veted by Audit. M h b  
try of Finance has called for further information. The same ars 
being collected. It is hoped that the reply will be sent to P.A.C. 
man. 

Questiun No. 23 ( iu) :-3 copies of detailed certiflcation rules pub- 
lished by the Commission may be furnished. 

Reply:-Three copies of certiflcation rules are enclosed (Not 
printed). 

Question No. 23 (u) : -When the Certification Committee exists, 
how could sub-standard 'Khdi'  in such large quantities be produced? 

,, .: 
Were they certified by the Committee? , . 

Reply: --One of the functions of the Certification Cornmitttee is, 
no doubt, to certify genuine Khadi. I t  does not, hwgver, n- 
d y  imply that certification of genuineness of Khadi will elimtnnte 
the production of substandard Khadi. When yarn is produced by 
newly recruited spinners, it is inevitable that a part of the yarn so 
spun is of sub-standard quality and therefore the cloth woven there- 
from becomes sub-standard cloth. Incidentally, ~ub-standard cloth 
ie a phenomenon aot contined to Khadi done. . 



(See Para 5.61) 

, A statement showing .the assistance given by the CommMon 
year-wise from 1957-58 for setting up Khadi Bhandars and Gramodyog 
Sales Depots, the number of such Bhandars and Sales Depots and 
Yheir statewise distribution may be furnished? 

Question No. 24 ( i i )  :-How many Bhandars and Sales Depots had 
actually been set up each year as against those for which assistance 
was given? 

Reply: - (A statement indicating the information required xs 
attached). 







Question No. 24 (iii) : -The Estimates Committee (1961-62) in 
Para 52 of their 167th Report (2nd Lok Sabha) had recommended 
a review of the present scale of assistance (both recurring and non- 
recurring) to Sales Bhandars. Government had accepted the 
recommendation in  February, 1963 (page 8 of 57th Report of Esti- 
mates Committee (1063-64) . 

It is, however, noted from Para 11.73, page 196 of the Report of 
the Working Group on Khadi and Village Industries that "The 
Commission has not yet taken a Anal decision on this recommend- 
ation". 

(a) What is the correct position? Why were the Estimates 
Committee informed that the recommendation had been 
accepted, when no final decision in the matter has yet bem 
taken? 

Reply: -The recommendation of the Estimates Commi tlee was 
examined by the Permanent Patterns Committee of the Khadi and 
Village Industries Commission. So far as the payment of non- 
recurring grant is concerned, the pattern has been revised as follows 
as compared to the old pattern:- 

OLD PATTERN 
- 

REVISED PATTERN ' 
ate Annud re- Furniture, fix- Catt Annual re- Furniture an 1 
gc -Y. tail Khajl tures, etc. gory tail Khad~ fixtures 

oaks expcc- sales expec- 
ted or ted or 

rctuals actuals 

I 2 3 4 5 6 -- ------ 
I. RE. 3,oo.cm 75% of the cost I .  Rs. 5,- to 757; of the cox 

and above but not exceeding Rs. 2 0 . m  subject to 1 
Rs. 20,000 maximum of 

of Rv. 1,503 
& the baimce 
as Im. 

11 Ra. 1,5o,m 75% of the cost 11. Over Rs. 75% of the c3ut 
to but not exceeding z o , m  to subject to a 

RP. 3,00,060 RS. 12,500 Rs. ~o,ooo maximum of 
Rs. 3,000 & 
the balance as 
loan. ' 

111 RS. 75,000 to 75% of the coat but 111 A b v r  50% of the cos 
RS. I ,5o,om nbt euxeding W. subjm to 

Rs. 7,~oof maximum a 
t 

Rs. ~o,ooo an 
the balanc 
an lcan. - 



Erv. Rs. 35,oooto 75Xofthe cost. 
Rs. 75,000 but not exceeding . 

Rs. 5,000 

V. Rs. 5,000 to 75% of the cost 
Rs. 35,000/ but not exceeding 

Rs. 2,ooo/ 

As regards the payment of recurring grants, the Commission has 
submitted a proposal to the Government to replace the production 
and sales subsidy by a new pattern of financial assistance-'develop- 
ment and capital formation grant'-and proposes to eliminate the 
payment of recurring grant to such Bhandars which will become 
eligible for the proposed assistance. The Commission's proposal is 
still under consideration in consultation with the Finance Ministry 
as well as the Khadi and Village Industries Commission. 

Question No. 2 4 ( i i i )  : -(b) What are the reasons for this abnor- 
mal delay in taking a final decision in the matter? 

Reply:-Government have been pursuing the matter with the 
Khadi and Village Industries Commission since long to review the 
old cases on the basis of the recommendations of the Estimates Com- 
mittee. It had made payments to 20 Bhandars maintaining the 
category based on anticipated sales. I t  was found that 14 out of the 
20 Bhandars had achieved sales under high category compared to 
the category under which the payments had been made. If these 
cases were re-opened, the amount to be paid would have been more 
than that to be recovered from the concerned institutions: which was 
also difRcult to do. Steps will be tr;ken to finalise the case within 
the minimum possible delay. 

Question No. 24 ($0):  -Do the Commission run Sales Emporia at 
. various places? 



R e : - Y e a .  The Commission is running Ssllea Emporia at the 
following placee: - 

1. New DeIhi. 
2. Calcutta. 
3. Madras. 
4. Bangalore. 
5. Goa. 
6. Apni Dukan in the premises Commission's oface at Bombay. 
7. Bhopal. 

Question No. 24(v)-A Statement showing the retail sales at 
various Ernporia from la758 onwards of Khadi and Village 
Industries Products (Separately) and the expenditure incurred each 
, v a r  in running these Emporia, may be furnished. 

Reply.-A Statement is enclosed. 



Stmemenr showing the retail sales, expendicurc incurred and profit m loss madelby the Ernponicl/Bhavans from 1957-58 to I&*; 
. - --- - - . -- - - - --- - --- -- 

Name of the Bhavan Khadi Retail Village Indus- Total Expenditure (+) Profit Details o f  Sat@- 
sales tries retail incurred in column 4 

Year sales (-1 Loss 

- ---------- 
Rs . Rs. Rs . Rs . 

Khadi Gramodyog 
Bhavan, New 
Dd)li. 



. .- - 
2 3 

- .- 
Rs. 

683387 ' 64 102787.84 

Rs. Rs. Rs. 
786175048 140037.85 (-)23@9-25 V.I. 34783 '97 

H.C. 68003 - 87 
948148 -08 168176 -95 (-)69669.22 
1166275.35 134186.71 (-)16323-81 
1448755 -85 188073.86 ($)9254421 V.I. 85918.79 

H.C. I 10851 -41 

Kbdi Gramodyog 
Bhrvan, Calcutta. 

1775341 -95 213831 ~ 8 6  (+)14595-60 V-I. 80068.43 
H.C. 148834'32 

2057229- 29 244456.47 (+)49932 -33 v.1. 
r 

105273'02 
H.C. 1741q-43 

160375.07 58781 - 10 (-)14897-52 
959207.00 2341 14-05 (-184395 '82 
1021735'oo 315339-95 (-152082.76 
1251525.37 173951 -62 (-)58036-07 v.1. 53791 ' 75 

H.C. 127468.66 

1552300.20 253760.23 (-)65752-86 V.I. - 61822- 18 
H.C. 135467- 11 
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Question No. 24(ui) :-A Statement showing the details of 
applies made to the Government against contracts from 1957-58 on- 
wards may be furnished. Are these supplies made through the Sales; 
Emporia? 

Reply.-The following are the details of supplies made to the 
Government against accepted tenders. 

- -- . - 
Year Rs. in lakhs 

The supplies to the Government against accepted tenders are 
#uaaally made through the Directorate of Central Supplies of the 
Commission and not through Emporia. Occasionally, the Emporia 
make supplies against tenders. 

Question No. 24 (ttii).-A statement indicating the profits made or 
h e s  s d e r e d  by these Emporia during the years 1957-58 to 1964-65 
m a y  be furnished. 

RMv.-The proflts made or losses suffered by these Emporia 
aro shown in Cola. 7 and 8 of the statement in reply to Quesbion 
W v ) .  



APPENDIX XXV 

(See Para 5,82, 5.83) 

Exhibitions 

Question No. 25 (i) .-In para 68 of their 7th Report (Third Lok 
S b h a )  the Public Accounts Committee had made certain obsei-va- 
tions and recommefidations relating to exhibitions. A note stating 
action taken thereon has been printed at Page 75 of 26th Report 
(Third Lok Sabha Vol. 11 of the Public Accounts Committee). 

(i) A statement showing the expenditure incurred on partidpa- 
tion in Exhibitions in India during the First Plan and from the year 
195657 onwards and the number of such Exhibitions held has been 
included as Table 17, Page 198 of the report of the Working Group. 

In how many cases the complete accounts relating to these Exhi- 
bitions are yet to be rendered and for which period? 

Reply.--Out of the 1627 Exhibitions held during the period of 
First Plan and from the year from 195657 to 1963-64, accounts r e  
lating to 435 Exhibitions as detailed below. are yet awaited. The 
concerned State Boards and the institutions have been requested to 
expedite. 

Year . No. of 
Exhibition# 



Question No. 25 ( i i )  .-The Working Group on Khadi and Village 
Industries in para. 11.74 of their report (P. 198) has suggested the 
formulation of a proper manual of procedure for participation in 
Exhibitions 

Has any action been taken on this recommendation? 
Reply.-A manual of procedure for the conduct of exhibfiiona 

Enancially assisted by the Commission is under preparation. 

Sd.1- S. C. SEN GUPTA, 
Joint Secretary to the Government of India 

New Delhi; 
dcrted -1-1966. 



APPENDIX XXVA 
(See Para 1.34) 

Were the rates and wages of spinners and weavers revised at any 
time? If so, &en and what were the revisions made? 
Reply: 
Spinning Wages: 

On the establishment of the Khadi and Village Industries Board 
and subsequently the Khadi and V.I. Commission the rates of wages 
then prevalent were continued. The rise in spinning wages was 
first effected in February, 1965. The rise was 30 per cent in respect 
of spkning on Traditional Charkha and 15 per cent in the case of 
spinning on Ambar Charkha, over then existing rates (vide enclosed 
statement). 

Due to rise in the cost of living, the rates of spinning wages were 
again reviewed in September, 1965 and a further increase in the 
wages was effected by 70 per cent, over pre-February, 1965 rates or 
54 per cent over after February, 1965 rates in regard to spinning on 
Traditional charkha only. The enhanced rates became operative 
from 2-10-1965. 

A comparative statement showing the increase in wages for 
spinning on Traditional Charkha is enclosed. 
Weaving Wages: 

(2) The case of weaving wages prescribed for weavers is a little 
peculiar. It varies from place to place depending upon the avail- 
gbility of weavers in adequate number and from season to season 
and several other circumstances. 

As the yarn spun by the spinners has to be converted into cloth 
only through hand-loom weavers, 'the Institutions had to accept the 
wages demanded by the weavers from time to time taking into 
consideration the position mentioned in the above para. Thus, 
there was no question of Axing any minimum waqes for the weavers. 
However, they generally earned between Rs. 1.50 to Rs. 2.50 per day. 
According to the accumulation of yarn and the availability of 
weavers, the weaving wages are Axed by negotiation bv respecti- 
Institutions and on the basis of such rates. the cost charts of KhadI 
ue made out which require to be approved by the Certificatioh 
Committee. 



On the introduction of the Weaving Subsidy Scheme with effect 
from 1-41964, as mbsidy was to be paid, region wise weaving wag= 
of standard plain weave of Khadi were Axed, which ranged between 
6 to 8 P. (and 10 P. in the case of super-fine counts) per 100 dents per 
metre. The wages thus determined are reimbursed by the Commis- 
sion under the Weaving Subsidy Scheme. In view ofathe rising cost 
of living and taking into consideration the demands of the weavers 
for a further rise in the wages, particularly in view of the rise in 
spinning wages recently made, proposals have been submitted to 
the Government for allowing the Commission to raise the standard 
wages for plain weaving upto a c e i h g  of 10 P. per 100 dents per 
metre, wherever considered and to the extent necessary. 

Sratemont showing the ram of spinning wages - - -----I--.------ - 
Counts Spinning Spg. S P ~ .  

wages for I wages for wages for 
Old Metric Kg. of yarn I Kg. I Kg. 

prevalent Feb. 1965 Sept., 1965 
prior 'to 
formation 
of A.I.K. 

& V.I. 
-- 

Board -- - - -- --- 
I 2 4 5 - - 3 - - - - - - - - -- 

Rs. Rs. Rs. 
6 10 . I '44 I ~ 8 7  2-88 
7 12 . 1-82 2.37 3 '64 



.+ 

Rs. 



APPENDIX XXVI 

(See Paras 1.37 and 5.48) 

Total value of production of Khadi & V.I. yearwise and item- 
wise from the inception of the Board/Commissian to-date as against 
the Anancial assistance given yearwise and item-wise. The state- 
ment should indicate also yearwise the capital advanced for pro- 
duction and the turnover and the capital advanced for sales and the 
turnover. 

Reply: 

The total values of production of Khadi & V.I. yearwise and 
industry-wise from 1956-57 to 196465 is given in the enclosed itate- 
ment No. 1. The financial assistance i.e., net disbursement yearwise 
and industry-wise is given in the  enclosed statement No. 2. [The 
details of sales and also of the turnover (i.e., both production and 
sales) are given in the statements No. 3 and 4 respectively]. 

2. The financial assistance granted by the Commission as well as 
repayments are not recorded in the Commission's books separately 
for production and sales. This will, however, be done from the next 
year. The turnover(i.e., production and sales) per rupee of net 
disbursement is, however, given in Statement No. 5. 

3. As regards the period 1953-54 to 1955-56, details of production 
and/or s&s were not maintained. Similarly, the details of refunc! 
of unspent grants and repayment of loans are not available. Hence, 
statement No. 6 containing only the disbursements of loans and grants 
yearwise and industrywise for the above period is enclosed. 

4. It may be added that the total of figures in statement No. 2 
will not agree with the corresponding figures on page 35 of the 
Annual Report, 1964-65, since the expenditure on schemes such as 
gram ekai, Intensive Development Programmes, Khadi Grnrnodyog 
Depots etc. are not included in statement No. 2 relating to indus- 
tries although the production and sales in these cases have been 
inrluded in the figures of production and sales shawn against each 
fadustry. 



(See paras I -37 and 5 .'48) 

Value of producrion in KItodi and Village Indurtrh 

1.Khadi . ' 2-19 3-58 5-54 8.22 11-48 13-76 14-14 14-23 16.91 21-22 22.34 22-73 
4 

2, P.C.P. 0.54 0-60 0.76 1-92 1.75 1-69 2.08 3-56 4-42 4-12 2-97 3-67 

2. Villageoil 'N.A. N.A. o*@ 0.94 2-69 . 7'90 12-29 16-69 20'70 19-81 17-91 a o q  

(I. Village 
Leather . 8 * 0.01 0.04 0.10 0.14 0.27 0.35 0.91 1-44 2-26 2-37 

5. Cottage 
Match . * . . 8 0.01 o.01 0.01 o-oa 0.02 0-03 0-05 o - g  0.08 

6.Cur & 
Khandsari . . 1-90 4-88 5'05 5.71 11-89 7.84 7.01 7-43 8.37 9-52 EI-20 
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Statement No. 3 
Value of sales inKhadi 6 Village Industries 

(Rs. in aores) - -- 
s1. Industry 1953- 1951- 1955- 1956- 1957- 1958- 1959- 1960- I*I- 1962- 1963- 1964- 
No. 54 55 56 57 58 59 60 61 62 63 64 65 

- 
Khadi . . 1.30 3.38 4.38 6.23 8.30 8.61 10.60 14.07 18-78 20-37 22.58 24'39 

P.C.P. 

Village Oil 

Village Leather 

Cottage Match 

Gur & Khandsari . 
Pnlmgur . 
Nan-edible Oils 8( Soap . 
H a n k d e  Paper . 
Bet-keeping . 
Village Ponm . 
Fibre . 

0.59 0.66 

N.A. N.A. 

N.A. N.A.  

. . 
. . N.A. 

. . N.A. 

. . 0'01 

. . N.A. 
0 . . 

. . . . 

. . N.A. 

0.84 

N .  A. 

N.A. 
* 

N.A. 

N.A.  

0'01 

N.A. 

0.01 

N.A.  

N.A.  

2.11 

N. A. 

N.A.  

0'01 

N. A. 

N.A. 

0.06 

0.06 

0.03 

N.A.  

N.A. 

1'93 

2 -42 

N.A.  

0.01 

N..A 

N.A.  

0.12 

0.15 

0.w 

0.02 

N.A.  

1.84 

5'54 

N.A. 

0'01 

N.A. 

N. A. 

0.19 

0'21 

0' I2 

0.09 

N.A. 

I .46 

8-70 

0.23 

0'02 

7'84 

N.A. 

0.31 

0-22 

0.14 

0.15 

0'01 

Carpentry & Blacksmithy . . . . . . . . . . . . . 0.01 0.01 0-03 0.03 0-11 

Lime Manutacure . . . . . . . . . . . . . . . . . . . 0.03 N.A.  0.12 

TOTAL . . 1.89 4-05 5.24 8.50 13.02 16-61 29.68 42.43 49-65 55-58 60.98 68-17 

*Lrs3 than Rs. 30,0001-. 
P.C.P.-Pmxssing of Grenh & Pulses. 



Statrmmt No. 4 
Kbadi and Village Indusrrics Production & Sdes 

(Rs. in crorts) 
- - - - 

S1. Industry 1953- 1954- 1955- 1956- 1957- 1958- 1959- 1960- 1961- rg62- 1963- 1564- 
No. 54 5 5 56 5 7 5 8 59 60 61 62 63 64 65 

I .  Khndi . 3.49 6-96 9.91 14.47 19.78 22.37 24'74 28-30 35.69 41-59 44-92 47-13 

2. Proxssing of Cereals & Pul- 
ses a . 1.13 1.26 1.60 4.03 3-68 3-52 3-54 5.99 7-15 7-30 5-12 5-55 

Village Leather 

Village Oil . 
Co:tage Match 

GW & Khandrnri . 
P.lm GUT 
Non-cdiblc Oils & Soap 

Handmade Paper . 

Bce-keeping . 
Village Portcry . 
Fibre . 
Carpcnrry & Blacksmi~hy 

Lime . 

Methane Gas . 

N.A. 

N. A. 
0 

N.A. 

N.A. 

. . 

. . 

. . 
. . 
. . 
. . 

. . 

N.A. 

hl.A. 
0 

N.A. 

N.A. 

0'01 

N.A. 

0.01 

. . 
N.A. 

. . 
. . 
. . 

h'. A. 

N.A. 

0'01 

N.A. 

N.A. 

0.04 

N.A. 

0.02 

N.A. 

N.A. 

. . 

. . 

h'.A. 

N.A. 

0.03 

N.A. 

N. A. 

0' 12 

0'21 

0.06 

N.A. 

N.A. 

. . 

. . 

. . 

N.A. 

5 ' I I  

0'02 

N.A. 

N.A. 

0.27 

0.31 

0.13 

0.05 

N..A. 

N.A. 

. . 

N.A. 

13-44 

0-01 

N.A. 

N.A. 

0.39 

0.42 

0.24 

0.20 

N. A. 

N.A. 

. . 

. . 

0.50 

20.99 

0.04 

15.68 

N.A. 

0.66 

0.46 

0.27 

0.33 

0-03 

0'01 

. . 
. . 

4'55 

31-30 

0 -  13 

19.03 

16-36 

1.05 

0-61 

0.71 

1-93 

0.63 

0.09 

N.A. 

. . 



Statrrmnt No. 5 

T u r m t ~  per rupee of net disbursement (Production and Sales per Rupee) 

S1. Industry 
No. 

I. Khadi 
2. Processing of Ck- 

mls and Pulses . 
3. Village Oil 
4. Village Leather . 
5. Cottage Match . 
6.  Gur & Khandsari 
7. Palm Gur 
8. Non-edible Oils dl 

Soap 
9. Hand-made Papa 
10. %keeping . 
I r . V* Pottery . 
12. Fibre 

7'83 
3'43 
N.A. 
0.07 
N.A. 
N.A. 

13.00 
N.A. 
N . A .  
0' I 0  

N.A. 
N.A. 

3'74 
6 . 1 9  
N.A. 
0.05 
N.A. 

N.A. 

2-31 

7'75 
0.54 
0-25 

25 '29 
N.A. 

o. 19 
I .qo 

0.60 
N.A. 
N.A. 

0.29 
1.24 

I .o8 
0.42 
N.A. 

0' 39 
1 - 0 0  

I .71 
0.95 
N.A. 





APPENDIX XXYII 

(See para I 38) 

?Table of Employment and wages 

Employment (.ooo) Wages 
(Rs. lakha) 

Full- Part- 
time time 

I. Khadi . 
2. Pnxxssing of Cereals and Pulses 
3. Village Oil . 
4. Village Leather . 
5. Cottage Match . 
6. Gur & Khandsari . 
7. PalrnGur . 
8. Non-edible Oils and Soap . 
9. Handmade Paper . 

ro. Beekeeping . 
r I. Village Pottery . 
12. Fibre . 
13. Carpentry and Blacksmithy . 

--- 
tpara I .4  of Annull Report 1965-65 of KVIC. 
*I&xies  full-time and put-time for which breaks-up is not available. 
NOTE: C ~ m d  l~bour (about 78,ooo)emplyed in various village Industries i~ 

included in tbe above ~ b l c .  



APPENDIX XXm 
(See Para 2.11) 

Report of Administrative Improvements Committee 
What was the sanctioned strength and actual strength of Class IT 

Staff under the Commission as on 31-3-1964 and on 313-1963? How 
many are proposed to be retrenched? ' 

Reply: . 
The sanctioned strength and the actual strength of Class IV Staff 

under the Commission as on 31-3-1964 and on 31-3-1965 are given 
below: 

Sanctioned Actual Runarks 
strength strength 

As on 3 1-3-1964 . 547 A A-The information 
is being colIected 

As on 3 1-3-1965 . 602 593 and will be furnished 
later. 

2. Burplus staff as per the recommendations of the Administrative 
Improvements Committee is proposed to be absorbed in vacancies 
that would occur in various ofices under the Commission or against 
technical posts under various industries by giving them suitable 
training. 



APPENDIX XXIX 
(See Para 2.11) 

I t  has been stated that no provision is made in the budget for 
posts which were lyihg vacant. 

How many posts were created, when they were created and since 
when they were lying vacant? 

Reply.-Two statements as shown below are enclosed. 

(i) Statement Nc. I shows the list of posts created after the 
appeintrnent of the Administrative Improvements Committee, i.e. 
24th March 1964. 

(ii) Statement No. II shows the list of vacancies as on 31st Janu- 
ary. 1966 so far as the Central Office is concerned. The statement 
indicates also the date of creation and the dates from which the posts 
fell vacant. t 

Information as to the vacant posts and the dates from which they 
were vacant in so far as outstation Offices are concerned has been 
called for and will be furnished. 

STATEMENT I 
"3 

Daailr qf Posts created ajter the appointment o/ Administrative Irnpro~emsm 
Committee i.e., 24-3-1964. 

51. Designation Scale of pay No. of Dare of creation 
No. PO- 

--- 
I 2 3 4 5 

I. Development Officer . Rs. 325-475 8 (I). Detailsgivea 
below. 

3. Assn. Development Rs. 2x0-425 XI @)*details g i w  
M a r  below. 



6. Asstt. '.ccountant . 
7. Research Assistant 
8. Statistical Rmearch jbm. 
9. Asstt. Ltaurer . 

10. Instructoi. . 
2r.SYpcrvisor-I1 . 
12. 8r. Inspector . 
13. Analyst. . 
14. Publicity Assistant 1 . 
15. Investigator-I1 . 
16. Sr. Demonsvator . 
17. Asstt. Exh. Offiay . 
18. Steno-I 

19. Auditor-I . 
20. Asstt. Liaison Officer . 
21. Accountant 
u. Tech. Sup*. 

23. Liaison CHicer . 
24. Jr. Sc. Officer . 
25. Rock Bet Ememion 

Otficer 
26. Instructor-cum-inch- 

TrPioing: 
27. Msflzaing OlSar . 
38. Ec. Investigator-I . 
ag. Plssst. D k m r  ( 6 r  

programme & Plan- 
ning.) 

5. Wt-ouar-Mdath 
Qpmol;' 

31. AplPrin-I . 
&Api8sy suptrvisorQlr 
33. hsstt. Instructor . 
34. Foreman' . 
35. Draftsman . . 



- ---- -- .---- - 
I 2 3 4 5 - 

(Rs .) 
36. Supuvisor-I11 . . 150-380 2 (16-10-64) 
37. Tech. Assistapt I1 . 150-380 1 (13-5-65) 
38. Turners . . 150-380 10 (1-5-65) 
39. Apiarist I1 . . 130-300 2 (12-4-64, 19-4-65) 
40. Demonstrator---Tech. 

Asstt. 130-300 I (10-6-64) 
41. ~ n m c t o r  . . 13o--3w I (5-10-64) 
G. Tech. Inspector . . 130--300 1 (27-5-64) 
43. !3u&sor-IV . . 13-300 4 (I) (26-5-64) (2) 15-6-65 - -  

2 posts 2 posts #. Cashier. . 130-300 I (22-3-65) 
45. U.D.C. , 130-300 13 (3)* Details given 

below. 
46. L.D.C. . 110-180 5 (4)* Details given 

below. 
47. Lab. Asstt. . . 110-180 I (21-12-64) 
48. Apiary Asstt. . 110-180 I (28-4-64) 
49. Demonstrator . . 110-180 I (28-4-64) 
50. Tech. Asstt. I11 . . 110-180 1 (6-7-64) 
51. Sr. Potter . . 110-180 1 (5-10-6q) 
52. Programme Planning 

Worker. I 10-180 2 (21-5-64) 
53. Asstt. Inspector (Am) I 10-I& 1 (26-4-65) 
54. Mechanic I1 . 110-180 I (15-6-64) . 
55. Stenographer-I1 4 . . 130-300 2 (21-5-64) 
56. Programme Pianning 

- A m .  13-300 4 (21-5-64) 
57. Driver . . 11-139 6 (2 1-5-64-2 posts. 

3-4-65-1 post. 
20-864-1 post. 
7- 12-64-1 post. 
2-6-65-1 post.) 

9. Daftary ?!! 75-95 1 (13-7-64) 
59. Peon . 70-45 6 (21-5-64-2 posts. 

5-8-65-1 poat. 
1-5-65-1 post 
29-5-6444 post- 
I 2-4-64-1 post.) 

60. Electrician . . 11-180 1 5-4-1965 
6r.Mcchan.k . . 21-425 I (26-5-64) 



-- - 

(W 
63. Watchman . 70-435 2 (21-544) 

64. Shied Workers . 80-1 10 12 (1-5-65) 

66. Labourers . 70-435 1 (1-5-65) 

67. Workers . 70-45 4 (1-5-65) 

(I)* Development Officer Rs. 375-475 = 8 Posts = 

15-6-64 26-5-64 1-5-65 14-4-65 6-4-65 --- --- 
2 posts I post I post 3 posts I post 

(2). Asstt. Dev. Officer, Rs. 210--425=20 posts = 

15-6-64 6-7-64 22-6-64 26-5-64 -- 
5 posts 2 posts 2 posts 3 posts 

'15-545 1-5-65 19-4-65 14-4-65 

I post IL posts I p t  4 posts 

,(3)* U.D.C. Rs. 130-300 = 13 posts = 

27-7-64 26-8-64 3 7 - 1 2 4  18-4-64 -- 
4 posts I post I post I post 

11-12-64 12-4-64 25-9-64 ar-5-64 5-845 

"I post I post I post 2 pOStS . I post 

$4)' L.D.C. Rs. 110-180 = 5 post8 .-I 



*- 

S. Designation Scale No. of Date of Date fmm 
NO. posts creation wlich' 

YaCoM 

I 2 3 4 5 6 - 
Rs. 

I. ~rtist-cumihh%th in- 
charge(HMP) - 325-475 I 21-4-64 21-4-64' 

2. POXWIIB~ (GG) . 150-380 20 25-5-64 25-5-64 

18 posts 

r post 

~.SuperviSorII(CG) . 210--425 r r  29-5-64 29-5-64. 

5. - (GG) . . 15ti-;g& I 1 29-544 29-5-64 
6. Dedopmart mcaR.P.) 325-475 3 1 14-4-65 14-4-65 
7. bWnrct0r-I (V.P.) . 13-300 2 (5-10-64 1-8-65 

1 Post 
5-1- 

1 post 
8. Sr. Potttr (V.P.) . . 110-I& I 5-10-64 5-10-64 
9. Devdopaart ofwr 

(Progresa)(r*) 325-475 I 23-141 15-6-&9 
ro. Dtaftsmarl m)' . 2 1 0 - - ~ ~  1 23-181 4-5-65 
xr.LabarataryBeam(Lime) 110--I& 2 23-1-61 20-11-65 --- 

1 Post 
23-1-6r 

- I d  



an. Jr. Scientific Officer 
(Lime) . 

~ 3 .  Accountant-cmHead 
Clerk (Lime)' . 
L.D.C. (Lime)' . 
Zonal Offiw (C.M.)' . 
SupmGor-111 (CM) . 
Supzrvisor-V (C.M.) 
Stenographer-I (C.M.)' . 
Inspector-I1 (S.D.)' . 
Asstt. Exh. Officer (S .D.)' 
Exh. Guide (Sr.) (S.D.) . 
Exh. Guide (Jr.) (S.D.) . 
Chief Dezarator (S.D.) . 
Assn. Sales Officer(S.D.) 4 210-425 
Stzrl?graph;.r-11 (S.D.) 130-300 

U.D.C. (h lc )  (SD) . 130-300 
D:v:lop n:?t OTl:a(VOI) 325-475 

Asstt Development Offi- 
cer (VOI). zro-425 

Supervisor-111 (V.O.I.) 150-380 
Supxvisor-IV (VOI)' 130-300 

I 2-4-57 I959 -- 
' I pmt. 
13-12-65 -- 

I post. 
20-943 
29-5-59 I959 

I p t .  

5-10-63 

I post.' 
N.A. 

Sposts 



31. Supervisor-V (VOT) 
31A. Stenographer-I1 (VOI) 

32. U.D.C. (VOI) . 
33. L.D.C. (VOI) . 

34. Store-Keeper (GG) 

35. Stenographer-II (GG) 
36. Bio-Chemist (GG) 4 . 
37. Asstt. Mechanic (GG) 1 
38. Head Clerk (Me&.)' . 

39. U.D.C. . 

40. U.D.C. . 
41. Stenographer-I1 a 

4. L.D.C. (Typist) . 
43. L.D.C. . 

Rs. 
rrc-180 
13-300 

Do. 
Do. 
1 1 ~ 1 8 0  
110-180 

crratcd' 
before 57 

Co. 
Do. 

creatcd' 
before 
1 964 

Do. 
Do. 
Do. 

creatcd 
brforc 
I957 

creatcd 
before 
1960 

Do. 
3-3-64 

N.A. 
N.A. 

vacant 
since 
1960 
Do. 

1-1 1-65 
3-8-65 

I 9-8-64 

I post. 

I post. 

I post. 
N.A. = 
2 posts 

++ Peon . 7-85 I N.A. 19-10-62 

45. Superintendent (Tech.)' 
(V.P.)' 325-475 I Created 23-12-64 

before 
Fcb. dq. 

46. Ceramist(V.P.) , 27-435 I Do. 22-6-64 
47. U.D.C. (V.P.) . I30--300 I CO. L - J I - ( F  - --- - 



Rs. 
48. Steno-typist (V.P.) I 1 0-180 

+Rs. 201- 
cre l t t  1 

before 
Feb. 1964 

49. Asstt. Dcvelo mart 
Oficer ~ropressr(S asp) 210-425 

50. Eco. Investigator-I1 2 ID--425 
(Soap) 

I 10-8-64 10-8-64 
I created 27-5-64 

before 
28-2-62 

3 Do. ' 18-6-64 
1-7-64 

23-6-65 
I DO. I - 3 - 5  

51. Asst t. Dev. Officer (Soap) 210-425 

52. Steno-typist (Soap) . I 10-180 
+Spl. Pay 
Rs. 201-. 

53. Exh. Attcndant (Soap) . 
54. Demonstrator-I1 (Soap) 

Do. 
20-3-63 

55. Tech. Inspector (Soap) 
56. Sr. Instructor (Soap) . 
57. Foreman (Soap) 
58. Lecturer (Soap) . 
59. U.D.C. (Soap) . 

27-7-64 
5-3-63 
5-3-63 

.5-3-63 
created 
before 
28-2-64 

Do. 60. L.D.C. (Soap) . . 110-180 

61. Accountant (I .A .) 325-475 Created 
in I957 

Do. 
Do. 

62. Auditor-I (I.A.) 210-425 
63. U.D.C. (I.A.) . 13-300 

64. Peon (I.A.) . 70-85 
66. Auditor-I1 (I.A.) . 13&3oo 
67. S tcnographer (selection 

grade) (H.O.) . 325-475 

Do. 
N.A. 

1 3-4-65 3-4-65 
I created N.A. 

before 1957 
I DO. 4-145 

68. Organizer (Wool) . . 209--400 



b. 
Apiarist-I (B.K.) . . 150-380 4 created 

before 
I957 

Tech. Asstt. (B.K.) . 210-425 
Apiarist-I1 (B.K.) . 130-300 
Inspector (B.K.) . 110-180 

Supervisor-III(B.K.) . 150-380 
B x  Botanist 325-475 
Polindogist 325-475 
Agriculturist . 325-475 
Asstt. Bee-breader (B.K.) 2 10-475 
Asstt. Bee-Chemist (B.K.) Do. 
Astt. Apiculturist (B.K.)' Do. 
Apiary Supxvisor (B.K.) 150-380 
U.D.C. (B.K.) . . 130-300 
Pz31-crtrr-Mnli (B.K.) . 70-95 
ApiaryKeeper(B.K.) . 110-180 
Apiary hssn. (B.K.) . 70 -85 
Tech. Asstt. (B.K.) . 210-425 
Sr. Bze-H-mter (B.K.) Rs. 801- 

+zo/-F.T.A. 
Watchman (B.K.) . . 7-85 
H d p x  (B.K.) . Do. 
Demonstrator-cum-Tech. 

Asstt. (B.K.) 
91. Instructor (B.K.) 
&. ~ s s t t .  instructor (B.K.) 
93. Demonstrator (B.R.) . 

ApiaryAsstt.(B.K.) 

3 
13-3oo 
21-425 
13-300 
110-180 
110-180 

Leather Industry 

3 posts. 
I 15-5-58 1965 -- 
I post 1 4 posts 

1 13-5-65 1 13-5-65 
I 12-4-64 19-4-65 

29 F 15-6-60 Vacant 
since 1g60 

2 8-6-65 f 8-6-65 
I & 10-5-63 10-5-63 
I 10-5-63 r 30-6-64 
1 10-5-63 f 10-5-63 
I ; 10-5-63 110-5-63 
2 h 10-5-63 8 10-5-63 
2 fl 10-5-63 2-9-64 
2 ( 10-5-63 B 2-9-64 
3 110-5-63 I] 1-11-65 
I 8 13-5-63 8 2-9-64 
8 10-5-63 10-5-63 
8 10-5-63 8 10-5-63 
I 65-11-63 1 5-11-63 
I : 5-11-63 1 5-11-63 



. -- - -. 

Rs. 
W. Sr. Demontitrator 

(Leartter) . . 21d-425 
98. Supervisor111 (Mar- 

keting) (L) . . 150-380 
99. Tanners (Leather) . Do.! 

roo. L.D.C. (Typist) 
(Leather) . 110-180 

101. Skilled Worker ' 

(Leather) 80-1 10 
102. Flayers (Leather) 80-1 10 
103. Labourer . 7-85 
104. Worker . . Do.1 
105. Peon . Do. 
106. Asstt. Development 

Officer . . 21-4.25 
107 Supervisor-IV . " . 130-300 
108. U.D.C. . 13-300 

109. L.D.C. . . 110-180 

I I I .  Stcno-typist . . 110-1800 
+Spl. Pay 

112. Pcons 70-45 

I 1 3  P.A. to ViccChairman' ?I-425 
' (H.O.) 

I 14. PA. to ,Member (H.O.) froo-300 

I 15. Cornptist (H.O.) . . 1x0-180 
+20/-Spl. 

Pay 
116. Hnmnls (H.O.)' 7 0 - 8 5  

I 17. Jr. Cushier (H.O.). . I 10-180 

I I 8. Account Asstt, (Sales) . I 50-380 
. I 19. Stenographer-I (Hiadi) / 2 10-415 

I '15-5-65 15-5-65 
2 (15-5-65 15-5-65 
2 created 2-1 1-64 

before 
I957 

1 DO.' . 1-1M5 
I Do. ' 14-1 1-64 
r Do.! f 3 - 4 4  

2 BeforcJ 13-65 
1957 . 

I post ' 
1-5-1965 

2 created Vacant 
before since 

1957 created. 
I created From 1963 

in 19581 

2 Do. Vacant 
since 1#8 

2 Before N.A. 
ApJL 57 



Rs. 
rao. Stenographer-I1 13-300 3 crested 27-1-66 

before 
1959 I post. 

N.A. 
2 posts 

121. Stcno-typist . . 11-180 4 Do. 1-16-65 
+Spl. pay -- 

2 posts. 
1-7-65 

I post 
30-6-65 

I post. 
122. U.D.C. . . 13-300 11  Some 24-10-64 . 

before' 57 9-4-65 
other I 9- I 2-64 

during's7 30-11-64 
to 1963 26-10-64 

20-1 0-65 
7-9-65 
1-5-65 
3-2-65 

14-6-65 
1-12-65 

13. L.D.C. . . 110-180 16 N.A. 10-14-64 

I post. 
23-7-64 

I post. 
16-3-65 

I post. 
6-9-65 

I post. 
Date of 

v a m c y  of 
rest of 
post not 
available. 

1%. L.D.C. (Typist) . . 11-I& 5 created 1-10-65 
before' &q (I  I )  

125. Flaym (Leather) 80-1 10 4 created July, I- 
before 1957 - 



APPENDIX XXX 
(See Para 2.20) 

A Statement showing the year-wise amounts paid to different 
State Boards by the Khadi & Village Industries Commission for esta- 
blishment expenditure. T h e  statement should include the amounts 
paid by the State Government to State Boards year-wise for the 
same purpose. 

Reply: 
Two statements showing the year-wise amounts paid to different 

State Boards for establishment expenditure by the Commission and 
the State Governments respectively are enclosed. 



$ t o m ~ l t  &wing :llu Bstoblislnrmt grant given by t k  ~ornmlssion to the ~ o a r d r  prrr(sg.4 
... . ... ----.a- .. 

Name of the 1958-3 I 959-60 I 960-6 I 1961-62 1962-63 1963-64 1964-65 ' Total 
Stare Board 

I . Andhra . ~6.ooo.oo . . . . . . . . 63.391.53 I.9.350.37 2,429141 -90 
2 . Assam 13. 000.00 . . . . 14. 649 '06 . . 43. 110.66 26.ocn.ir 97.561.83 
3 . Orbsa . 13.000 .oo 2.163.36 81.284.32 1.06.415.m . . . . . . 2.02. 862 -68 
q . Madras . . . . . . . 69,9I 1.54 29459088.84 1.35.683.76 245. 393 -38 6. %W -52 
. Maharashtra I 3. ooo . oo . . 17. 205 ' 17 . . . . 1434 * 73 2.56.958.32 a.88.5 98 -22 
6 . M.P. . 13. oo0.00 . . . . . . 349 38 -62 99.528.82 34185.26 1.10.952 . 70 
7 . Mysore . 13.ooo.m . . . . 1. 913 -32 . . . . . . 14913.32 
8 . Punjab . 13.000 .oo . . . . . . 1957.19 33.609.11 21.0p .91 6 % ~  7.21 
9 . Rajasthan . 13. ooo.oo . . . . . . . . 16. ooo . oo 19. 224 -97 48,224.97 

10 . West Bengal . . . . I 5 .  ooo . oo 25. 030 a 3 I. 914 -00 63. 250 -m f.62. 834 a71 2. 98,838 -71 
Ir . Gujarat . . . . . . . . . . . 45. 136 '40 52.869.59 9% 005 -99 
ra . J.&Kashmir . . . . . . . . . . . 6 o g r  -21 ' 6.091.21 
13 . Kerala . 13.000.00 . . 1.13. 312 . 01 63.800.00 . . . . 1 1 1 ~ 2  -25 2.022 15 -25 
14 . U.P. . . . . . . 30. ooo~m* . . . . . . 30. 000 -00 

15 . B i i  . 13. 000.00 . . 245.789.94 . . 55. 141 - 12 88. 833 -00 1,7r,719 '04 5. 75,483 -10 

TOTAL ' . 143.00 o.oo 2163.36 4.73.591.4 3.12.519.91 3.67.64 9.77 5.20.05 8.01 11.61.98 2.12 29.80.964 .61 

NoTE :-Rupees 3oooo j- was qfunded by the U.P. State Board to the Commission ~~bsequently . 







(See Para 2.26) 
Reply to Question No. 5 ( b )  ( v )  Appendices 

Point 16.-A note explaining why the relation between increase 
and decrease in staff in the various State OfEces and increase or 
decrease in expenditure on them is not uniform in all the cases. 
Break-up of expenditure where necessary, may be furnished to 
illustrate the reasons: 

Reply.-A statement showing the break-up of Administrative 
expenditure in respect of the various State Ofices is enclosed. 

The reasons for variations in expenditure have been urgently 
called for from the State Ofaces and will be furnished on receipt of 
the same. 

.Statement showing the administrative expenditure of oatious state 
offices during the period from 1%1-62 to 1963-64. 

State ~ f l e e ,  Aa.un. 

No. of posts : .9 2 I 21 

PayofOffiars . 4,243' 24 4,&7' 17 6,540.00 
Pay of ESK. ' 1,896.78 17,842 '07 25,958*+a 
T.A. of Oficerr 3,407'90 4,327' 15 2,982.62 
T.A. of Estt. 1,183.05 1,595 ' 18 19044.67 
Contingencies . IaI2-39 I 1,026.32 15,207-68 

TOTAL . 11,943 9 6  39,617 '89 51,733'29 --- 
State Ofice, Ahnsdabd. 

No. of posts 15 18 29 

Pay of ofiictr~ . 5,716.58 13,398'49 29,039-60 



Pay of Estt. 
T.A. of Oftiwe . 
T.A. of E6t.t. 
Cwtingur* 

T o w  

State Ofice, Calcutta 

No. af poets . 
Pay ofofficers . 
Pay of of. , 
T.A. of OIiims . 
T.A. of Em. ' . 
4hsiagmA ' . 

TOTAL 

Sum Om, MdrrrtorRna. 

No. ofposts. ' . 39 
Pay of OSicers . 12,387.46 
Pay of Esn. " 69,763 85 
TA. ofOffim . ' 3424'35 
T.A. of Estt. ' . ' 4,130'71 
codngalcies ' . 267.~0 

No.ofposrs + . 
Pay of Wcera . 
Pay of Estt. ' 

T.kofOfficera . 
T . k  of Em. . 
amiagmdes . 



State Ofice, Jaipur 
No. of posts. 
Pay of Officers 
Pay of Esn. 
T.A. of Officen 
T.A. of Estt. 
Contingencies ' . 

State Ofice, Lucknow. 
No. of posts. 
Pay of Officers. 
Pay of Estt. 
T.A. of Officers 
T.A.  of Estt. 
Contingencies 

Stare Ofice, Parna. 
No. of posts. 
Pay of Oiticers 
Pay of Estt. 
T . A .  of Officers 
T . A .  of Esn. 
Contingencies 

State Ofice, Srinagar. 
No. of posts. 
Pay of Officers 
,Pay of Estt. 
T.A. of Officers 
T.A.  of Este. 

TOTAL 
... d .----- 

108 (Ail LS-l$ 



State Offia, Pmjab. 
No. of posts. 
Pay of Officers 
Pay of Em. 
TA. of Officers 
T.A. of Em. 
Contingencies . 

TOTAL 

State Ofice,Kerala. 
No. of posts. 
Pay of Officers 
Pay of Estt. 
T.A. of CHZcers 
T.A. of Estt. ' . 
Contingencies 

TOTAL 

State Office, UjjXn. . 

No. of posts. 
Pay of Officers . 
Pay of Estt. 
T.A. of Officers 
T.A. of Estt. 
Contingencies 

TOTAL 

Starc Ofice, Bhubaneshar. 
No. of Posts. 6 
Pay of Officers 3 , I p . W  
Pay of Estt. 550.00 
T.A. of Officers 736'73 
T.A. of Estt. 1,000~oo 
Contingencies . . . 



State OBe, Madras 

NO. of Post8 45 
Pay of Officers 7,579'36 
Pay of M. 60,8aq" 94 
T.A. of Officers 2,604-06 
T.A. of Estt . 8,419- 10 

Contingencies ' 31,675 '43 

TOTAL . 1,10,482*89 

State Ofice, Bangalme. 

No. of posts . 40 46 46 
Pay of Oflicers 9,364- 26 14,164'61 21,597'78 
Pay of Estt. 75,124'20 91,069'48 94,598'61 
T.A. of Officers 3 497 ' 68 6,943 ' 42 3,109'55 
T.A. of Estt. 17,958-20 23,536'26 24,915'93 
Contingencies . 16,808.12 31,250.01 46401 ' 54 

TOTAL . 1~22,752~46 1~66,963.78 ~~90,623 '41 



APPENDIX XXXII 

(See Para 2.30) 

It was stated in evidence that the element of "Incidentals" includ- 
ed in T.A. have been out down by one third. 

How was this cut imposed? Were the relevant rules, orders etc. 
amended before it was done? 

Reply.-The, travelling allowances of the employees of the  Cum- 
mission are  regulated according to the provisions and Regulation No. 
7 of the Khadi and Village Industries Commission Regulathns 1958 
framed under section 27 of the Khadi and Village Industries Com- 
mission Act, 1956. This Regulation No. 7 is reproduced below: 

"Employees of the Commission shall be eligible for travelling 2nd 
daily allowances for journcys on tour or on t'ransfer a t  such rates and 
according to such conditions as may be prescribed by the Commission 
with the prior approval of Government. Until such rates and condi- 
tions are prescribed by the Commission, the employws of  the Corn- 
mission shall draw travelling and daily allowances at rates and condi- 
tions prescribed by the Government for employees of corrcspnnding 
grades." 

A separate set of rules for travelling allowance for thrs Commis- 
sion's employees is under finalisation in consultation tvith the GOV- 
ernment of India. Till then the travelling a1llow;lnce is being regu- 
lated at rates and conditions prescribed by the Go\.crnment of India. 
With a view to effecting economy in tra\.elling and bearing 
in mind the national emergency the Commission decided on 27-9-1965 
to reduce the incidental charges while on tour by I,l3rd of what is 
ordinarily admissible to all categories of staff except class IV em- 
plcyees with effect from the 1st October, 1965. 

The Commission is proposing to Government that t he  Regulation 
may be amended with re!rospectivc effect, if possible. 



APPENDIX XXXIIi 
(See Para 3.10) 

Comntents from various State Audit Reports concmning the State 
Khudi and Village Industries ~ o a r d s  

ANDHRA P W E S H  

Auditi Report, 1963 

Grants to the Andhra Pradesh K h d i  and Village Industries 
Board.-The State Government give grants-in-aid to meet the esta- 
blishment and contingent expenditure of the Board. Out of Rs. 4.84 
l a b s  given by Government as grant-in-aid from 1955-56 to 1960-61 
(including to the former Hyderabad Khadi and Village Industries 
Board which subsequently merged with the Andhra Pradesh Board), 
a sum of Rs. 83,483 remained unspent and has not been refunded to 
Governm % r i l  so far (April, 1963). 

1 !le m-surrender of the unspent balance is reported to be due 
to the audit of the accounts of the Board by professional auditors 
bemp ' I nrre.ars since 1957-58. 

Gratd L; .he Andhra Pm&sh State Khadi and Vilhge Industties 
Board fw constmction of Sugar Pkmts.--Government paid a grant 
of Rs. 1.50 lakhs in March, 1961 to the Andhra Pradesh State Khadi 
and Village Industries Board for the construction of two 'one-ton 
sugar plants' at Nuzvid and R,epalle. The utilisation certificate has 
not so far been received (February, 1964). 

An audit of the accounts of the Board showed that out of this 
grant, advances amounting to Rs. 1 47 lakhs were paid by the Board 
to some institutions and individuals during March, 1961 to July, 1963 
in connection with the scheme but detailed accounts thereof are yet 
awaited by the Board (September, 1963). One of these advances 
(Rs. 75,000) was paid. to an institution in March, 1961 for the fabrica- 
tion of the plants. Although the plants were supplled by the insti- 
tution in April, 1962, they could not be erected for want of buildings 
at Nuzvid and for want of power connection at Repalle. 



Audit Report 1965 . 

Assum Khadi and Village Industries Board.-(a) The Board receiv- 
ed the following grants and loans up to the 31st March, 1964,: - 
From whom received Loans Grants 

-- - 

(in lakhs of rupees) 
-. - -- - 

Khadi and Village Industries Commission . 61-13 42'54 
Govanmcnt ofbarn  . 4'09 59-27 

- ...- -- 
(b) The audit of the accounts of the Board for the year 1963-64 

revealed that the loan ledger was not properly maintained, in the 
following respects:- 

(i) Annual imkalments of principal and interest due for reali- 
sation have not been posted in the ledger. 

(ii) Interest accrued on loans disbursed prior to the 1st April, 
1962 has not been calculated. 

(iii) Pmtings in respect of disbursement made during 
196344 have not yet been made in the ledger (October, 
1964). 

(iv) Reconciliation of the figures posted in the ledger with those 
of the monthly accounts has not been carried out by Ihe 
Board. 

(v) Dates of repayment of loans have not been recorded in the 
register. 

Accounts classifying the transactions under different heads were 
also not maintained. 

(c) Recovery of loans and, utilkation of gmnts diebu~aed by the 
Board.-Loans amounting to Rs. 20.23 l a b s  and grants totalling 
Rs. 4.90 lakhs were disbursed up to March, 1964 by the Board to difio- 
rent institutions and individuals for development of Khadi and Vil- 
lage Industries in the State. Although repayments to the extent oi 
Rg. 24.55 lakhs fell due by the 31st March, 1964, only a sum of Re. 8.49 
lakhs, inclusive of Merest, was rea l id .  



The certificates of litilisation in respect of I.oans and granfs 
amounting to Rs. '1592 :l&u paid up to March, 1961 were awaited 
&om Cosperative Societies and other Institutions (September, 1964). 

(d) Accounts of the centres under the Board.-Physical verifica- 
Zion of stores conducted up to March, 1964 revealed shortage of the 
,value of Rs. 88,304 in 22 centres. 

(e) Scheme for ,promremerut of Paddy.-The Board took up a 
.&erne for procurement and selling of paddy to paddy-husking socie- 
-ties in January, 1862. . Five procurement centres, each under a Super- 
.Pisor appointed ,bylthe Board, were established with a working capi- 
-tal of Rs. 2,40,000 (Rs. 48,000 for each centre). The working result 
of one centre (ascertained in August, 1964 from the report on the 
working of the centre) revealed that against an expenditure of 
Rs. 37,046 incurred on purchase of paddy, sale proceeds amounted to 
Rs. 24,399 resulting in a loss of Rs. 12,647. The losses were attributed 
!to (i) shortages of stock (Rs. 4,600), (ii) loss by sale (Rs. 5,802) and 
(iii) credit sales unreahx!d (Rs. 2,245). 

BIHAR 

.Audit Report 1964 

(i)  Bihar K W i  and Village Industries Board.-The Bihar Khadi 
.and Village Industries Board was set up in August, 1956, under an 
Act passed by the State Legislature. 

(ii) Accounts and Audit.-The rules for the maintenance of ac- 
counts and the forms for the presentation of annual statenlent of ac- 

*counts have not been prescribed by the State Government so fer 
(September, 1963), as required under the Act. Pending finalisation 

f of thc rules, the proposal of the Board to present the annual accounts 
in the form of a Receipt and Expenditure Statement followed by a 
balance sheet was approved by Government in .4ugust, 1959. 

The annual accounts for the years 1957-58 onwards have not been 
Analised by the Board so far (December, 1963). 

Government stated in January, 1964 that the arrears in accounts 
were due to inadequate strength of accounts staff and that with the 
.recent strengthening of the staff, the arrears would be overtaken in 
the near future. 

The annual accounts for 1 W 5 7  were audited by professional 
auditors. A test check of the accounts of the Board up to 1982-63. 
was conducted by the Accountant General during 196143. 



(iii) Utilisa#ion of Grants/Loans received from the Khadi am?' 
VClZage Indwtr i s  Commhsirm.-The position of loans/grants received 
by the Board from the Commission, the amounts disbursed, the 
amounts refunded and the balance up to the 31st March, 1963 is given. 
below: - 

Loan Grant - 
- .  

(in lakhs of rupees) 

Amount received from the Commission . 381.17 176.95. 
Amount disbursed by the Board . 170.52 IOI -63 
Amount refunclcd . 1% -90 29'35 
Balance . 13.75 45'97 

The percentage of refund of loan and grant to the total amount 
received was 52 and 16 respectively. Government stated in January, 
1964, that the Khadi Commission were considering ways and means 
for ensuring that the annual budget of the Board is prepared in a 
more realistic manner and that funds are sanctioned only in qccord- 
ance with immediate requirements. 

The total amount of loans and grants disbursed by the Board up 
to 1961-62 and the amounts for which certificates of utilisation 11ave 
been sent to the Commission up to September, 1963, are given 
below :- - - . - - -- - - - - - - - - - - 

~ m o z - D i s b u r s e d  - ~ G n t  for 
up to 1961-62 which utilisa- 

tion certifica- 
tcs had b e m  
sent up to 

September, 1963. 

Loan . . 136.36 81.94 
Grant . . 72.56 I J  .46 

- - - -  - - 
It was explained in January, 1964 that the delay in submission of 

the utdisation certificates was due to delay in completion of the audit 
of the accounts of the Co-operative Societies and other grantee insti- 
tutions and that steps have been taken to expedite completion of the 
audit of these institutions. 
--- . - - ---- - - --- 7 .  -. - -- - - - - 

*This amount h a  been a l~ ived at after deducting hwn the total refund a 
sum of Rs. 15.51 1- bang the amount recovered by the Board from 
the loanees up to the 31st March, 1963 which was repayable to the Commis- 
sion. 



Some of the gchemes for which financial assistance was obtain@& 
from the Commission which were hot implemented a t  all or only 
partly implemented are given below: - 
S1. Name of the Year of Amount received Remarks 
No. scheme receipt of from the Com- 

financial mission 
assistance 

Loan Grant 

(In lakhs of) 
rupees) 

(a) Fibre Indus- 1959-60 I -23 I so4 The assistance was 
try. to obtained for 

1962-63 setting up one 
model centre, 2 
Hersan cent= 
etc. The scheme 
was not Imple- 
mented. Amounts 
of Rs. 0 .53  
lakh (loan) and 
Rs. 0.63 lakh 
(Grant) w e  
refunded to the 
Commission dur- 
ing 1960-61 to 
1962-63. 

(b) Blacksmithy 1961-62 1 0.46 T h e  scheme was 
andcarpentry and not implemented. 

1962-63 Amount of Rs. 
0.21 lakh (loan) 
and Rs. 0.12 lakh 
(grant) were re- 
funded to the 
Commission in 
1962-63. 

(c) Cottage match 1956-57 2-14 29 The assistance was 
to obtained for set- 

1958-59. ting up 20 match 
factories. How- 
ever, only 5 
factories were set 
up at a cast of 
Rs. n-51 lakh. All 
the nvc fa~mries 
were closed down 
due to the scherqe 



51. Name of the Yew of re- Amount nceivcd 
No. scheme d p t  of from the 

financial Commission Remarks 
assistance - 

Loan Grant - 
(In lakhs of rup&) 

$ providing tech- 
nically unworkabk. 
Equipment and 
materials valued 
at Rs. 0.23 lakh 
were returned tp 
the commission. 
Amounts of Rs. 
I +62 l a b  (loan) 
and Rs. 1-08 
lakhs (grant) w e n  
refunded to the 
Commission. 

In respect of serial nos. (a) and (b) above it was explained by 
Government in January, 1964 that according to the existing provisions 
of the Act, the implementation of these schemes was not within the 
scope of the Board and that funds were obtained by the Board from 
the Commission in anticipation of an amendment to the Act which 
had not materialised till then. 

(iv) Audit of granteellocmee institutions.-Up to June, 1962, the 
Board had given financial assistance to 1,523 Cooperative Societies 
and 75 registered institutions. Audited statements of accounts had, 
however, been obtained up to June, 1962 only from 224 Co-operative 
Societies and 2 registered institutions. 

There was no record to watch the receipt of periodical utilisation 
certificates required to be furnished every year by the Societies,' 
Jnstitutions under the terms of grant of loan/suhsidy. 

(v) Overdue loans.-The total amount due for recovery from the 
loanees as  pn the 31bt March, 1963, a s  worked out from the loan 
ledgers which had not been posted completely (July, 1963) was 
Rg. 39.05 lakhs, against which only a sum of Rs. 14.36 lakhs had 
been recwered up to March, 1963 fm the parties concerned. 

Out of Rs. 24.69 la- overdue for recovery, a sum of Rs. 12.56 
lakhs was stated to be recoverable from the different units of the 

Soard itself so that the amount overdue from other loanee Societies1 



dnstltuticms was Rs, 12-13 lakhs of which a sum of Rs. 9.02 latrru 
related to the period prior t o  1959.60. 

It was also noticed that the amount overdue for recovery included 
a sum of Rs. 4:64 lakhs recoverable from 125 Cosperative Societies 
.which had ceased to ftmction. The Board stated in December, 1963 
that attempts were being made to revive these Societies after investi- 
gating the reasons for their closure. 

(vi) Alleged m~pKroprCcltion, losses, thefts, etc. of cash/stotes.- 
(a) Cash and stores of a total value of Rs. 12,473 are suspected to 

have been embezzled by the Manager, Y ogni Koath Production 
Centre up to October, 1961. The Manager was suspended in Nov- 
eqber, 1961. The Board stated ia December, 1963 that recovery 
had been made from the Manager except for a sum of Rs. 1,746 for 
which legal action was being taken. 

(b) i n  the Kateshwar Production Centre cash and yarn of a total 
value of Rs. 24,555 (provisional) were alleged to have been mis- 
appropriated in 1961-62 and 1962-63. The Board stated in December, 
1963 that investigation of the case was in progress and that accord- 
ing to present indication the amount involved would be substantially 
less. 

(c) In the Nalanda Production Centre stores and cash of a value 
of Rs. 7,398 were alleged to have been misappropriated between 
June, 1960 and February, 1962 by fictitious entries of purchase of yarn 
and fictitious adjustment of the sale-proceeds of Khadi cloth against 
the security deposits of spinners, etc. The Board stated in December, 
1963 that a sum of Rs. 2,700 had since been recovered and that legal 
action for recovery of the balance was under contemplation. 

(d) The Secretary of a Cosperative Society engaged in hand 
pounding of paddy issued two cheques for Rs. 17,877 and Rs. 21,086 
in July, 1961 and September, 1961 respectively, in payment of the 
price of 9524 maunds and 1,1234 maunds of paddy supplied to the 
Society by the Board. The cheques were dishonoured by the drawee 
bank for want of adequate balance. Two criminal cases were insti- 
tuted by the Board against the Secretary of the Society in Novem- 
ber, 1961. The matter was stated to be sub judice. 

The Secretary of the same society was alleged to have misappro- 
priated 2,588 maunds of paddy worth Rs. 36,232 entrusted to him for 
custody in February, 1961. The Secretary deposited Rs. 10,000 on 
the 14th October, 1961. The Registrar of Co-operative Societies was 
requested in November, 1961 to conduct an enquiry with a view to 
recowring the amount. The results of the enquiry are not vet 
known September, 1963). 



(e) About 214 maunds of paddy of the value of Rs. 9,426 entrusted 
to another Cooperative Society (Raipur M. P. Industrial Co-opera- 
tive Society, Ltd.) were alleged to have been stolen. The mater was 
reported to the Police in February, 1962 and is sub judice (September,. 
1963). 

(f) 153 maunds of mustard seeds valued at Rs. 5,583 were found, 
short in the Bihar shariff and Barn Godowns af  the time of transfer: 
of charge of a Village Oil Industry Inspector in November, 1962. 

Besides, a sum of Rs. 528 on account of sale proceeds of the mus- 
tard seeds had not been credited by the Inspector. 

The Inspector was placed under suspension from December, 1962 
and the matter was under investigation by the Board (December, 
1963). 

(vii) S c h m  transferred fmn the Stnte Government,to the 
Board.--& the formation of the Board in 1956, some of the Village. 
Industries Schemes executed by the State Government such as (1) 
Palm Gur, (2) Gur and Khandsari, etc. were transferred to the 
Board 

The details of the assets and liabilities transferred to the Board 
in respect of these schemes as furnished by the Board in January, 
1960 were'stated to be still under examination by Government (Jan- 
uary, 1 M ) -  

(viii) Unadjusted aduances.-A total sum of Rs. 110.41 lakhs was 
advanced up to the 31st March, 1962 to Government Departments, 
Trusts, Board officials and other individuals in connection with the 
various works/schemes, of which a sum of Rs. 72:34 lakhs only had 
been adjusted up to the 30th June, 1963 leaving a balance of Rs. 3 8  07 
lakhs. 

A yearwise analysis of the outstanding advances was not nvail- 
ablk with the Board. 

( i x )  Miscellaneous (a) Accounts of Ambar Parishrama1aya.s.- 
Up to  1961-62 14,349 Ambar Charkhas valued at Rs. 13.63 lakhs 
(Rs. 95 each) were purchased and distributed by the Board to the 
Parishramalayas, which were to train spinners in the use of these 
Charkhas. 

A portion of the cost of the Charkhas was recoverable from t h t  
trainees on completion of training either in each or in the shape of 
yarn produced by them. 



No systematic accounts were rendered by the Parishramalayaa 
regarding the number and value of Charkhas issued, the amount re- 
covered from the trainees and the balance outstanding for recovery. 

(b) Accounts of stores and stock.-The Board is handling large 
quantities of consumable stores such as cotton, oil-seeds, paddy etc., 
valuing several lakhs. The postings in the stores ledgers maintained 
by the Board were incomplete and no proper reconciliation had been 
done between the quantity and value accounts (October, 1963). 

Audit Report, 1965 

The annual accounts of the Bihar Khadi and Village Industries 
Board for the years 1957-58 onwards have not becn finallsed by the 
B o n d  so far (November, 1964). 

GUJARAT 

Audit Report 1964 

Cupra t  Rajyn Khadi Gruinodyog Board.-The Saurashtra Khadi 
and Village Industries Board and the Ahmedabad div~sion of the 
Khadi and Village Industries Board, Bombay were merged on the 
27th Fcbruary. 1960. The Khadi and Village Industries Board 
(Ahmedabad. Rajkot and Kutch) thus established was re-named as 
the Gujnrat Rajya Khadi Gramodyog Board on the 5th May. 1960. 

Thc apportionment, as betwcen the  Ilaharashtra and Gujarat 
h a r d : , .  o f  the asse!s and  1iabilitit.s of the former Bombay Khadi and 
Village Industries Board so far as it pertains to the Ahmedabad Divi- 
?ion, h :~s  riqt becn completed. 

Thr  ammints received by the Board during 1960-61 and 1961-62 
as ( a )  graqts from the  State Government mainly for meeting admi- 
nistrative expenses, and (b) loans and grants from the All India 
Khadi and Village Industries Commission for implementing schemes 
for the dwelopmcnt of Khadi and Village Industries, are indicated 
below: - 

(In lakhs of rupecs) 
--- - - -  - -- .---- - --- - -  
Source from which received Nature of Amount received during 

assistance - C _ - - - -  

1960-41 1g6r-62 
"----.. _ "  --"__1. _I-- __ - . _ __.- -" --- --- .- 

All India Khadi and ViLlage\Loan . . 78.13 73'73 
Industries Commission. JGrant . 19.85 28.85 

Government of Gujnrat . Grant . 27-75 12 -25 



The fobwing paints have been noticed in Audit:- 

(a) Maintenance of accounts- 

(i) Government have not so far (October, 1963) Analised the. 
rules required to be framed under the Bombay Khadi and 
Village Industries Act, 1960 for the maintenance of 
accounts and preparation of annual statements of accounts. 

(ii) The accounts as at  present maintained by the Board do not 
indicate separately the expenditure incurred from each 
loan or grant; it could not, therefore, be ascertained to 
what extent the loans and grants were utilised for the 
purpose for which these had been granted. 

(b) Non-~ec&ZiatCon of cash balance with the Bank.-The cash 
balances in the the accounts of the Board, as intimated by Gujarat 
State Co-operative Bank Ltd., have not been reconciled since Feb- 
ruary, 1960 with the balances as shown in the books of the Board. 
Unless this reconciliation is done, fraudulent transactions, if any, 
may remain undetacted. 

( c )  Loans and grants received from the All India Khadi & Village 
Industries Commission.- (i) The Chartered Accountants auditing 
the accounts of the Board, have stated in their audit reports on the 
accounts of the Board for the periods 1960-61 and 1981-62 that they 
could not examine the accounts of receipts, disbursements and refunds 
of unutilised balances of loans and grants received from the Corn- 
mission as these accounts had not been prepared by the Board. 

(ii) Loans amounting to Rs. 52.71 lakhs and grants amounting to 
Rs. 16.60 lakhs remained unutilised as on the 31st March, 1962; the 
dates of drawal of these amounts are not known. 

Out of the total loans and grants of Rs. 22.94 lakhs received from 
the Commission up to the year 1961-62 for implementation of eight 
schemes, an unutilised amount of Rs. 241 lakhs remains to be refund- 
ed by the Board (October, 1963). 

(iii) A grant of Rs. 1.73 lakhs was received in instalments from 
April, to August 1961 in connection with the establishment and main- 
tenance of a Vidyalaya at Ahmedabad for imparting training in 
Village Industries. As the institution could not get adequate number 
of trainees, it was closed down in August, 1961. A sum of Rs. 48.361 
being the unspent amount out of the assistance received has not been 
refunded to the Commission so far (October, 1963). 

I (iv) A sum of &. 12,500 was obtained from .the Commission in 
July, 1963, representing that the amount had been refunded by the 



Board to the Commission twice by mistake as wlutilised. Actually;- 
there was no mistake as the amount refunded by the Board on the- 
second occasion in 1962 pertained to another scheme, The amount? 
of Rs. 12,500 received in July, 1963 has, therefore, to be refunded: 
to the Commission. , .  

(d) Loam and advances given by  the B w n l  to di8erent institu- 
tions.-(i) Out of the assistance received from the Commissim, the. 
Board gives loans and grants to Co-operative and private institutions 
for implementation of different schemes. In respect of these loans. 
and grants, the Board is required to furnish to the Commission, 
certificate of utilisation indicating the amounts utilised institution- 
wise. 

Such certificates were not furnished to the Commission in respect 
of loans and grants disbursed up to March, 1959; general utilisation 
certaifica tes (without institution-wise details) .were furnished. 

In respect of loans and grants disbursed during the period 1959-60' 
to 1961-62 (Rs. 237.79 lakhs), institution-wise utilisation certificates 
in respect of 63 per cent of the axnount (Rs. 158.88 lakhs) are yet to- 
be furnished (October, 1963), as indicated below:- 

Year Total amount of Amount for ' which 
loans and grants certificates are yet 
for which utilisation to be furnished by 
certificates were the Board 

required 

. 24- 54 (loans) I 3 I o (loans) 
I o - 69 (grants) 8-39  (grants) 
63 60 (loans) 40.89 (loans) 
20 74 (grants) 16.78 (grants) 

(ii) A sum of Rs. 13.71 lakhs which fell due for recovery up to 
the 31st March, 1963 in respect of loans given to co-operative and 
other institutions, was pending recovery (September, 1963). The 
yearwise analysis of this amount has not ben furnished by the Board 

(iii) Loans and grants amounting to Rs. 3.43 lakhs were given by 
the Board to 35 ccr-operative and private institutions during the 
period 1954-55 to 19S57 for the development of match industry. 
The scheme was discontinued a t  the end of 1956-57, ss it was not 
found workable by the Commission. The entire amount includirig 



grants, became recoverable due to non-utilisation of the financial 
assistance for the purpose for which it had been granted. A sum of 
Hs. 1.72 lakhs (about 50 per cent) is, however, still awaiting recovery 
(October, 1963). Even the lists of assets created by the institutions 
out of the financial assistance have not been prepared, as advised by 
the  Commission, to enable any action being taken for taking over 
such assets towards the outstanding dues. 

The matter was reported, to Government in October, 1963 and 
their  reply is awaited (March, 1964). 

Audit Report 1963 

Kerala Khadi and Village Industries Board. 

The Kerala Khadi and Village Industries Board was constituted 
with effect from 1st August, 1957 under Section 4 of the Kerala 
Khadi and Village Industries Board Act, 1957. 

(i) Accounts.-Out of the Khadi Hundis for Rs. 1,44,091 sold till 
31st March, 1961 credit for Rs. 81,052 alone has appeared in the 
accounts, leaving a balance of Rs. 63,039 for which c red~t  has to be 
traced out. As par the statement of the Board, Rs. 20,327 alone 
reniains to be collected. A balance of Rs. 42,712 thus remains to be 
accounted for. 

670. Vouchers in support of payments of Rs. 13.27,165 during the  
period from November, 1957 to March, 1959 were not produced for 
inspxtion during the local audit. The Board stated in March, 1962 
that  the vouchers were being traced. 19 chalans for Rs. 18,16,470 in 
support of remittances during 1959-60 were also not produced for 
scrutiny. 

(iif Utilisation of Loans and Grants.-Up to the end of 1961-62, 
the  assistance received by the Board (according to the statement fur- 
nished by the Board) is as follows:- 

. .. .. -- -- --- .- ~. -- . - 
Grant Loan 

Rs. Rs. 
Prom State Govenunmt . . 18,404.43 92,700 
Pron Khadi and Village Industries Commission 5049,371 90,97,498 

--- --- ------ -- -- ---. 
Utilisation Certificates in respect of grants received from the Stab 
Government up to  the end of 1960-61 .(Rs. 14,24,881) have not b e a  
turnished by the Board by March, 1962. 



liii) Audit of Accounts of Institutions receiving aid from the 
Board.-The Board has given financial assistance amounting to 
Rs. 53,89,632 to 803 institutions till 31st March, 1961 but they have so 
far  (March, 1962) checked the accounts of 150 ihstltutions only. 

(iv) Non-utilisation of Assistance received .from the Board.- 
'Financial assistance by way of loans and grants is given by the Board 
'for various industries. Instances of payment of assistance far-in- 
advance of requirements and of non-utilisation of amounts by the 
.assisted institutions are given below: 

(1) Villagc Leather I ? t d t ~ ~ i n l . - A  Society which was given a grant 
of Rs. 8 250 and a loan of Rs 10,625 In March, 1960 has not commenced 
even th!. construction of building to run the unit as yet (February, 
1963). Out o; five other institutions which received assistance in 
1960-61, only three have so fa r  started the units (Februarv, 1963). 

(2) Village Oil I n d u s t ~ y  -One Society which received Rs. 5,075 
in  1959-60 was reported to be a bogus one. Another society which 
received aid of Rs. 26.062 i n  1959-60 and 1%0-61 did not start the 
Industry. Government stated in February. 1963 that Revenue Re- 
covery proceedings have been taken against the former for the reali- 
sation of entire amount and against the latter for Rs. 4,014 as the 
balance nmount of Rs. 22,048 has been rezovered from the party. 

'(v) Non-execution of ngeements in respect of loans disbursed.- 
No agrrements have been executed by the loanees since May, 1958 
in respect of loans disbursed by the Board. Instead, an undertaking 
is obtained in the applications for loans stating that agreements 
would be executed in due course. The nonexecution of the agree- 
ments is stated to be due to the delay in finalising the question of 
exemption from stamp duty. 

(vi) Closing down of Ambar Parishtama1ayas.--The Ambar 
Parishrarnalayas which were run by the Board were closed down on 
31st December, 1959 and entrusted to Khadi Cwoperative Societies. 
The outstanding libility against the staff whose services were termi- 
nated by the Board was provisionally fixed at Rs. 30,065 and is pend- 
ing settlement (March, 1962). The Societies were directed to exe- 
cute bonds agreeing to collect and remit in instalments the cost of 
charkhas transferred from the Parishramalayas. But no society has 
.executed any bond so far (February, 1963). No Register has been 
maintained by the Board or the Village Industries Offices to watch 
recovery of the cost of charkhas. Details regarding the number of 
charkhas issued in each district and the value thereof pending re- 
covery were also not available with the Board. However, in respect 
of five districts 2,147 charkhas costing Rs. 2.25 lakhs have been issued. 
S o 6  (lur) LS-20 
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(vii) Payyanmr Khadi Centre.-The Payyannur Khadi Centre 

which was formerly run by the Industries Department was brought 
under the control of the Board from 1st November, 1959. A statement 
of assets and 1iabiIities as on the date of transfer has not yet been 
prepared. In the Board's Budget Estimates for the years 1959-60 and 
1960-61 no account has been taken of the estimated receipts and ex- 
penditure of this centre. Rs. 5,14,792 was pending adjustment on 343t 
March, 1961 on account of cost of Khadi supplied by the Centre to 
Government Departments and Offices under the Board. The value 
of stack and stores taken over on 1st November, 1959 was Rs. 10.05 
lakhs (net). The stock varification report revealed a deficiency of 
stores to the value of Rs. 25,51 as on 1st November, 1959. Action to 
fix responsibility for the loss is reported to be still in progress (Feb- 
ruary, 1963). 

(viii) Running of Neem Bhavans.--Six Neera Bhavans opened by 
the Board towards the end of 1958 were closed down in October, 
1959. In 1958-59, the Board incurred an expenditure of Rs. 53,416 on 
the running of the Bhavans, whereas the total receipts during the 
period was only Rs. 12,858. Machinery worth Rs. 31,630 purchased 
for the Neera Bhavans are remaining idIe from October, 1959. It 
is stated that steps for their disposal are being taken (February, 
1963). 

(ix) Sub-standard Cloth.--Sub-standard varieties of cloth for a 
total value of Rs. 1.84 lakhs had accumulated in the Khadi Centre, 
Payyannur, Central Godown, Shoranur and the various Khadf 
Bhavans. These were ordered to be disposed of allowing a special 
rebate at rates varying from 15 per cent to 25 per cent. 

(x) Transactions of subwdinate Institutions.-Results of test 
check of 15 subordinate institutions revealed that accounts of cash 
transactions were not properly maintained. Several instances of 
short credit, omission in accounting in cash book. receipt of money 
without issuing receipts, undue delay in remitting money or refund 
of advances, utilisation of receipts for expenditure etc., had been no- 
ticed. In four offices, prhted receipt forms were not used. In three 
cases, stock accounts of receipt books were not properly kept or 
receipt books were missing. 

Audit Report, 1964 
Kerak Khadi and Village Znduatties Board 

(i) Accounts.-The form in which the accounts of the Board are 
b be maintained as required under Section 29 of the Kerala Khadi 

'%d Village Industries Board Act, 1957 has not so far been flnaU&c? 
(rJcvember, 1983). - 



(ii) Utilisation of loans and grants.-The Board had received 
grants and loans from the State Government aggregating Rs. 24.60 
lakhs'to end of 1962-63. The year-wise details of the amounts re- 
ceived (according to the statements furnished by the Board) are 
given below :- 

(Amounts received in lakhs of 
rupees) 

Utilisation certificates for the entire assistance received from 
the State Government by way of loans and grants amounting t a  
Rs. 24.60 lakhs up to end of 1M2-63 are still awaited from the 
Board (November, 1963). 

(iii) Maintenance of records to watch repayment of loans ad- 
manced by the Board.-The records maintained by the Board in 
respect of loans advanced to the various insti utions do not indicate 
essential details such as the due date for commencement of repay- 
ment, amount of instalrnent, rate of interest, etc., with the result 
that the extent of the amounts that have fallen due for repayment 
but are remaining unrealised is not exactly known. 

(iv) Idle Machinery and Equipment-Machiaery and equipment 
costing nearly Rs. 3.02 lakhs are remaining idle with the Board a s  
detailed below:- 

Details of idle machinery Cost. Period from Remarks 
and equipment (Rs.) which re- 

maining 
idle. 

I. 1371 Charkhaq taken 1,64,520 January, Board has intimated ih 
over from Ambar- 1960 August, 1963 that sanc- 
porishnrtnaleyas. . tion of Khadi Cornmi- 

ssion has been obtaLP- 
ad for the repairs ab 
these charkhas. -- 
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I 2 3 ' 4 . 
2, Machinery for Hand The machinery was hand- 

made paper Indua- ed over to three soci- 
try- tie.. But they have not 

been put to use. 
Small Units . 20,955 1959-60 
Medium Units 6,554 1959- 
Training Units 9,688 1959-60 

3. Emery stone Chakki- 6,050 1959-60 1 x 0  Chakkies remain un- 
es for Hand Pound- sold (November, 1963). 
ing of Paddy. 

4. Beehives 5,084 1960-61 397 Beehives remain 
unsold (November, 
1963). 

5 .  Equipment for start- 6,847 Before Board has stated that the 
ing a dyeing and November, question of acquiring 
printing unit at 1959. a plot of land for 
Payyanuur. stanmg the unit is 

under correspondence 
with Government (Aug- 
gust, 1963). 

6. Water coolers in 22,153 October, Neera Bhavans were clo- 
Neera Bhavans. 1959. sed down in Oaober, 

1959. The Board stated 
(October, 1963) that 
urgent action was 
being taken to dispose 
of the water coolus. 

7. Vaccum units for Palm 60,om 1961 The machines have been 
gur Industry. allotted to two socictica. 

But they have not taken 
delivery of the machinu 
(November, I 963). 

TOTAL 3,01$51 
- 

(v) Non-utilisatwn of fundslnon-implementation of Schemes.- 
?'he Board had given financial assistance to nearly 890 institutionr 
t o  end of 196243. Nearly 300 of these institutions are now defunct, 
Some of the instances of non-utiusation of funds given by the 
Board and of delayed implementation of schemes for which financial 
assistance was given are mentioned below:- 

(a)  Anrbat Chu~khrr Scheme.-During 1961-62 the Board re l ead  ' funds to the extent of Rs. 89,505 to 41 institutions fur repairing 1,371 
.old model charkhas lying idle with them. 'But the funds released 
have not been utilised so far for want of spare parts (August, 1963). 



(b) Hand Made Paper Industry.--Funds to the extent of Ra. 6.90 
takhs were released by the Board to 17 institutions during the 
period from 1958-59 to 1962-63 for starting new hand made paper 
units. None of these units has so far started working (October, 
1963). Two of these institutions to which financial aid of Rs. 20,500 
was given in 1959-60 are now defunct. 

(c) Blacksmithy and Ca7pentry.-The Changanacherry M e t d  
Allied Industries Co-operative Society to which a sum of Rs. 32,500 
was given on the 17th March, 1961 has not yet started working 
(October, 1963). 

(d) A sum of Rs. 93,355 out of financial assistance given to '10 
institutions up to 1960-61, for various schemes still remains deposited 
(October, 1963) in the Bank without being utilised for the intended 
purpose. 

(e) PayeesJ acknowledgements not made available for audit.- 
Payees' acknowledgements in 74 cases of 1961-62 and 154 cases of 
1962-63 covering amounts of Rs. 4,11,489 and Rs. 14,49,297 respectively 
were not made available for scrutiny during the local audit. 

Audit R ~ p n r t  fm 1965. 

Keraia Khadi and Village Industries Baard. 

( i )  Iltilisation o f   loan^ a71d grants:- 

79. The Board received grants and loans aggregatinq Rs. 28.27 
lnkhs and Rs. 2.38 lnkhs respectively from the State Government 
upto the end of March, 1964; but utilisation certificates of grants and 
loans aggregating Rs. 6-65 lakhs and Rs. 2.25 lakhs respectivelv have 
not  been furnished to Audit (October. 1964). Year-wise details of 
these cases are furnished below:- 

(In lakhs of rupees) 

Grant Loan 
-. 



{if) NOTI-Utilisation or misutilisation of assistance given by the 
Board: - a 

As part of its activities, the Board extends financial assistance in 
the shape of loans and grants to Co-operative societies and other 
Institutions. Upto the end of March, 1964 the Board had received 
loans and grants aggregating Rs. 2,23,86 lakhs from the Khadi & 
Village Industries Commission, out of which financial assistance was 
rendered to 1,222 institutions. The following points were noticed in 
Audit : - 

(a) Non-execution of agreements:-No agreement to utilise the 
assistance on the objects for which it is given, have been executed 
with any of the beneficiaries. The Board stated (October, 1964) that 
steps were under way to have agreements executed. 

(b) Funds locked up in  banks:- A sum of Rs. 1.76 lakhs (Grant: 
Rs. 0.54.lakh and loan Rs. 1.22 lakhs) given to 16 institutions during 
December, 1959 to November, 1962 is still remaining unutilised. 
This include Rs. 47.090 (Grant: Rs. 19,500 and'loans: Rs. 27,500), 
given in April, 1962 to Kaniampuram clay workers Co-Operative 
Society, Ottapalam, for a glazed Pottery Unit, the formation of which 
was reported to have been abandoned in December, 1963. 

(c) Misutilisation of assistance:-Assistance amounting to 
Rq 1-28 lakhs by way of loans and grants given to 12 institutions 
during periods prior to March, 1964 was utilised for purposes other 
than thnse for which it was given. 

(d) 324 of these institutions which received loans and grants 
aggregating Rs. 12.04 lakhs are now defunct (October, 1964). 

(iii) Unfruitful outlay:-A co-operative society to which a grant 
of Rs. 32,515 was given i3 1962 for starting a unit for production of 
building materials has not started the unit (October, 1964) though 
a major aart of the assistance (Rs. 20.574) had been invested on 
land, building and equipment. The delay is attributed to competi- 
tion from nhnut 50 tile factories already existing in the a rea  

(iv) Unaccounted goods.-Khadi goods costing Rs. 0.96 Iakh 
acquired bv the Board for the Khadi a-d Village Industries Exhibi- 
tion held s t  Trivandrum in October. 1958 are to be accounted for 
(October, 1964). Certain officials who were in charge of the exhibi- 
fion were held responsible for the loss in July, 1962; but the loss has 
not been made good (October, 1954). The Board has not (October, 
1964) brought t h i ~  to the notice of the State Government or of the 
Rhadi Commission 
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- (v) Losa of st- in Khadi Grarnodyog Bhavaw- 

The Board maintains 9 Khadi Grarnodyog Bhavan, one in each 
District of the State, for propagating Khadi and V~liage Industries. 
Saleable articles like handicrafts and village industries products cost- 
ing about Rs. 30,000 purchased prior to 1958 are remaining unsold in 
these Bhavans (October, 1964). In the Bhavan at Trivandrum, K h d  
goods costing Rs. 47,934 were reported to be missing (July, 1963). 
The Manager of the Bhavan was placed under suspension in May, 
1863; an enquiry is repdrted to be in progress (October, 1964). 

(vi) Infmctuous expenditure:-(a) Fieldmen were ongaged from 
different dates during 1962 and 1963 in 7 of the Board's bee-keeping 
sub-stations (4 in Ernakulam and 3 in Trichur Districts) for distri- 
buting beehives and propagating bee-keeping industry. But no 
beehives have been supplied to these stations (October, 1964). This 
entitled an infructuous expemditure of about Rs. 10,589 upto August, 
1964 towards the pay and allowances of the fiddmen and other sundry 
items of expenditure. (b) The Board opened a central godown at 
Shoranpur on the 1st January, 1960 for 'stocking and distributing 
Khadi goods. Since January, 1963, there has been no transactions in 
the godown. Nevertheless, the services of a godown manager and a 
packer-cum-watchman have been continued resulting in an infruc- 
tuous expenditure of about Rs. 7,124 upto August, 1964. 

(vii) Credit sales of Khadi.-Khadi goods are being sold by the 
Khadi Gramodyog Bhavans to Government servants on credit basis. 
The default in the realisation of dues, as on the 31st March, 1964 
was Rs. 2.99 lakhs. 

(viii) Payees' acknmledgements not made available to audit.. 
In 1963-64 payees acknowledgements in 404 cases for Rs. 21,53,295 
were not made available for scrutiny during local audit. Payees' 
acknowledgements in respect of $4 cases for Rs. 4,11,489 relating to 
1961-62 and 144 cases for Rs. 11,82,789 out of 154 cases for Rs. 14,49,297 
relating to 1M2-63 mentioned in paragraph 65Page 86 of the Audit 
Report 1964 were still not made available (October. 1964). 

MYSORE STATE 

Audit Report, 1963. 

Mysore State Khadi and Village industries Board 

88. It was mentioned in para 50 of the Audit Report, 196.2 that the 
acrvunts of the Board since its inception had not been compiled and 
made available to audit. The position has not,improved till now 



(March, 1963). The proforma accounts of 'the.Board'oflite and'sev- 
centres have not been compiled while in respect of six units the com- 
piled proforma accounts have not been checked and countersigned by 
the Accounts OfIlcer of the Board. 

(i) Cash not accounted for.-The cash balance in the Ghani 01 
Sales Depot, at Bangalore was Rs. 4,860. as on 31st May, 1961. As per 
remarks made in the cash book, the then Manager who resigned o n  
31st May, 1961 did not hand over the money to his successor. A 
fresh cash book was opened on 1st June, 1961 with a 'nil' balance. 
The amount of Rs. 4,860/- has therefore not yet been accounted for. 
Result of the actim taken for its recovery from the person rcsponsi- 
ble is still awaited (September, 1962). 

(ii) Out of the loans and grants of Rs. 7.24 lakhs and Rs. 3.00. 
lakhs respectively released by the Board to Co-operative Societies 
and other private institutions to end of 1960-61, only Rs. 4.65 lakhs 
(Loans) and Rs. 1.49 lakhs (Grants) had been utilised, lesving an 
unutilised balance of 2.59 lakhs (Loans) and Rs. 1.51 lakhs (Grants). 
Yearwise detaiIs of the unutilised amounts are given below:- 

Year Unutilised amounts 

Loans Grams 
Rs. Rs. - ---- - 

(iii) Overdue loan instalments:-Loan instalments aggregating 
Rs. 7.75 lakhs were overdue as on 31st December, 1962 from 228 Co- 
operative Societies and other institutions. 

. (iv) Stock and Stores: -Saranjam Karyalaya, Bangulore: -- 
(a) The stock verification conducted on 31st March, 1961 revealed 

8 shortage of stock to the extent of Rs. 39,057. Action taken to fix 
responsibility for the shortage is still awaited (September, 1962). 

(b) Stores worth Rs. 14,152 have not been accounted for in the. 
stock registers as per particulars detailed below:- 

Central Khadi Stores . . . . . . . . 10,277 
Saranjam Karyalaya, Bangalore . . . . . . 1,385 
Challakere Production Centre , . . , . . . 2,490 



a (c) Loss in purehue of cotton: --Quotations from seven local firms . 
were called for by the Aimangala Khadi Centre for the purchase1 
of cotton and a rate of Rs. 1,065 per candy offered by a firm was ac- 
cepted. On receipt of communication from the Board accepting 
this rate, it was intimated by the Centre that the market rate was 
very much lower, namely Rs. 970 to Rs. 975 per candy. The Board, 
however, decided to place orders for 120 candies by reducing the 
rate offered by the fhn by Rs. 30 only. This resulted j : ~  an extra 
expenditure of Rs. 7,2001-. The selling rate of cotton and also to 
be fixed below the purchase rate owing to complaints about the 
quality of the cotton resulting in an approximate short realisation 
of Rs. 30,000/-. 

(v) LOSS in the manufacture and sale of furniture:--The saran- 
jam Karyalaya, Bangalore undertook the manufacture and sale of 
furniture during the period from 23rd January, 1959 to 25th May, 
1961. This resulted in a loss of 15,768 mainly due to omission 
to regulate the selling prices suitably. The basis on which the 
selling prices were fured could not also be ascertained. 

(vi) A van was purchased on 12th October, 1956 at  a cost price 
of Rs. 12,400. In September, 1959 it was repaired at a cost of Rs. 
9,166, when its depreciated value was Rs. 5,710. In October, 1960 
it was sold for Rs. 4,650. 

MAHARASHTRA 

Audrt Report for 1963: - 
55. Maharashtra State Khadi and Vtllage Industries Board:-(i) 

Accounts.-(i) The form of the annual accouxts of the Board has not 
been prescribed by Government as required by the Bombay Khadi 
and Village Industries Act, 1960. As at present maintained, the 
accounts do not give a consolidated picture of the income and ex- 
penditure of the Board and its working results. The question of 
evolving a suitable form for this purpose is stated to be under con- 
sideration (February, 1963). 

The accounts for 1961-62 have not yet been prepared (November, 
1962). The following points were noticed during local audit of the 
accounts for 1960-81. 

(ii) (a) Arrears in recovety of loam:-The Board obtains loans 
from Khadi and Village industries Commission either directly or 
through the State Government and grants loans to industries out of 
the funds so obtained 



The redovery of loans by the Board is substantially in arrears in 
both cases. Thus, against a sum of Rs. 31-60 lakhs due to be recover- 
ed by November, 1962 in respect of lo& amounting to Rs. 58.65 la& 
obtained direct from the Commission, the actual recovery amounted 
only to 9.87 lakhs. Of the arrears of Rs. 21.73 lakhs, Rs. 16.42 lakhs 
related to cases where there was total default i.e, not even oue instal- 
ment had been paid by the borrowers. The periods to which the 
m a r s  relate are shown below:- 

(in lakhs of rupees) 

Prior to 1958-59 . 0.07 
1958-59 . 0.74 
195- . 1.36 
1960-61 3'94 
1961-62 . 8-60 
1962-63 6.02 

Similarly in respect of loans amounting to Rs. 2-5  lakhs obtained 
from the   oh mission through the Government and reloaned to indus- 
tries in the Community Development Blocks, the total recoveries due 
upto November, 1962 amounted to about Rs. 99,000 while the amount 
recovered was only Rs. 28,000. In this case, about 50 per cent. of 
the arrears arose out of total default. 

The delay in recovering the dues from various Institutions has 
been explained as "mainly due to the defect in the pattern of the 
schemes which does not provide sufficient margin for the repayment 
of loans." The Board has stated that the matter has been referred to 
the Khadi and Village Industries Commission. The Act has been ' 
amended in August, 1962 to enable the Board to recover dues as 
arrears of land revenue in future. 

In 88 cases, those who had defaulted on outstanding loans have 
been given further loans for the same or a different purpose. The 
Board has stated that the rules do not preclude the grant of further 
loans under these circumstances, but this practice would enable a 
borrower to repay an existing loan out of a subsequent loan. Gene- 
rally, even the grant of further loans has not helped to reduce the 
arrears of repayment of existkg loans. Besides, while the rules pro- 
rride for penal interest on overdue instalments, the ledgers of the 
Board do not show that such interest has been recovered. 

(b) Want of security for loans:-Loans so far given by the Board 
have not been secured by Mortgage of assets as required by the rules, 
as the form of the mortgage deed has not been halised. A model 



fbrm dggested by the Khadi Commission is stated to have been sent 
b y  the Board in December, 1961 to the State Government for a p p r a d ,  
which is still awaited (November, 1962). 

(c) Outstanding liabilities:--It was noticed in test audit that four 
loans amounting to Rs. 2-65 lakhs due for repayment to the Commis- 
sion between March, 1960-and March, 1961 have not been repaid by 
the Board (November, 1962). The total amount of such overdue 
liabilities is not readily traceable from the Accounts of the Board. It 
has been stated (February, 1N3) that repayment of these loans is in 
arrears, as the societies and institution to whom they have been 
reloaned have not repaid to the Board the loan instalments. 

(d) Unutilised grants: -The unspent balance of grants amounting 
to Rs. 1.9 lakhs obtained from Government during 1960-61 and 1961-62 
has not been refunded to them or adjusted against the further grants 
received upto November, 1962. 

(e) Non-receipt of Utilisatzm Certificates: -In respect of loans 
and grants amounting to Rs. 40.36 lakhs received from 1958-59 on- 
wards from the Commission and grants amounting to Rs. 18.83 lakbs 
received during the same period from Government utilisation certi- 
ficates have not been furnished by the Board (November, 1962). In 
order to enable them to do so, the borrowing institutions have to 
furnish certificates of audit from Chartered Accounts. The Board has 
replied that they are deputing their Internal Auditors to expedite 
their receipt. 

MADHYA PRADESH 
Audit Report for 1963: 

M a d h g a  Pradesh Khadi and Village Industries Board:-The 
Madhya Pradesh Khadi and Village Industries Board, which has been 
set up by an Act of the State Legislature to start, encourage, assist 
and carry on Khadi and Village Industries, receives grants from the 
State Government and grants and loans from the Khadi and Village 
Industries Commission. 

(a) Budget:-The annual budget of the Board is required to be 
sanctioned by the State Government, The detailed budgets for 
1958-59 and 1959-60 had not been submitted by the Board to Govern- 
ment budgets for 1960-61 and 1961-62 were submitted by the Board, 
but have not been formally sanctioned by Government. 

(b) Gmnts from State Governments:-The expenditure incurred 
by the Board against the grants for organisational expenses received 



from the State Government exceeded the amount of the grant os 
shown below. The excess in expenditure was met out of grants re- 
ceived for Development programme from the Khadi and Village 
Industries Commission: - 

(Rs. in lakhsj 

(c) Grants from the Commission.--On the other hand the expen- 
diture incurred by the Board against grants and loans received from 
the Commission for Development programme was much less than 
the amount of the assistance. Details are given below:- 

(Rs. in lakhs) 

Assistance Expenditure -- 
Year Grant Loan Total Grant Loan Total 

The unutilised amount of the assistance received was not fully 
refunded to the Commission. A part of the unutilised amount has 
been diverted to other purposes, e.g, organ~sational expenscs referred 
to in (b) above, or expenditure on training centres run on agency 
basis mentioned in (d) below. A part of the unutilised amount has 
also been invested temporarily a sum of Rs. 27 lakhs stood invested in 
short term deposits on 31st March, 1962. 

(d) Ttaaning Centres:-An expenditure of Rs. 2.83 lakhs was 
incurred by the Board upto 31st March, 1961 over and above the 
amount received from the Tr bal Welfare Department for running cer- 
tain training centres for that department on agency basis. A further 



expenditure of Ra. 1-24 lakhs was incurred on these centres in 
1961-62. But, as the Board could not comply with the conditions re- 
quired to be fulfilled by them, e.g., submission of progress reports of 
the schemes undertaken by the Board, till Mkrch, 1962 Government 
could not reimburse the expenditure incurred by the Board. 

A centre for training in bee-keeping, which was established at 
Bajna in 1958-59 on behalft of Tribal Welfare Department, was closed . 
down with effect from 1st April, 1962. It was expected that this 
centre would train 20 persons per year and produce 1000 Ibs. of honey 
per annum. During the four years of its existence, however, only 32 
persons (10 in 1960-61 and 22 in 1961-62) were trained and the total 
production of honey was 1355 lbs. 

An Arnbar Charkha centre was set-up in Jabalpur in July, 1961 
with a view to giving relief to the persons affected by communal riots 
in that town in February 1961. No one joined the Centre till March 
1962, when the centre was closed down. The expenditure of Rs. 6,690 
incurred on the centre thus proved infmctuous. 

(c) Sale of Ambar Charkhas:-The Board sells Arnbar Charkhas 
to artisans on hire purchase system. The terms of the sale provide 
that an artisan who spins 900 hanks of y a m  would be granted rebate 
of purchase price varying from Rs. 20 to Ks. 30 according to the model 
of the Charkha. The registers required to be maintained to show 
number of hanks spun and rebate due to each artisan were found in- 
complete in Indore in February 1961 and Biaora in April, 1962; it 
could not, therefore be ascertained whether the correct amount had 
been recovered from the Purchasers. 

(f) Nm-recovery of dues from an agent: -The agreement entered 
into with a private party who was given the sole agency for selling 
soap produced in the Soap Centre, Rau (Indore District), from 
December, 1958 provided that the agent would be allowed credit only 
to the limit of the surety of Rs. 10,000. N e v e r t h e l e e  

(a) against supplies worth Rs. 16,644 made to the agent in 
1958-59, Rs, 8,505 were still to be recovered in February 
1961, and 

(b) only Rs. 2,867 were recovered in cash in 1959-60 against 
supplies worth Rs. 42,980; of the balance of Rs. 40,113 for 
which the agent was granted credit, Rs. 9,443 were still due 
to be recovered in February 1961. 

(g) Gmnt and loans by the Board:-The Board paid an amount 
of Ra 50,000 to the Village Industries Emporium Committee, Gwalior, 



in March, 1959 as grant for the construction of a building for ap 
Emporium. The construction had, however, not progressed beyond 
the basement stage till October, 1962. It would seem that the graqt 
was paid in advance of requirements. 

(h) h Co-operative Society in Indore region, which was granted 
a loan of Rs. 5,600 on 18th June, 1958, stopped working in 1961-62 
leaving an unrefunded balance of Rs. 3,522. Another Co-operative 
Society in the Dhar region, which was given a loan of Rs. 1,500 in 
February, 1960 for developing the palm jaggery industry did not 
utilise the loan till March, 1961 (date of audit) ; the amount was lying 
idle in a Bank The latest position has not been intimated by the 
Board (February, 1963). 

Some other instances of delay in recovery of the loans made by 
the Board are mentioned below: - 

Name of hanet Amount Due Date of Not tecovered 
overdue Payment till 

-- 
Rs. 

Adivasi Bahu Karya . 5,000 14-8-1959 )April, 1962 
Karini Gorcs Samiti,Sheopur. 5,000 10-10-1959 

Sarvodaya Tel Utpadakj . 1,050 2-12-1960 '\ October, I* 
Sam ti,Ranod . . 1,050 2-12-1961 j 

Lok Sevak Tel . I453 8-4- 196 I 
Utpadak Sahakari October, 

Samiti, Shippuri. It373 8-4-182 

The Administrative O5ce of the Board does not have a proper 
account of the loans granted to others with the result no systematic 
watch over the recovery of loans could be kept. Even though the 
rules provide for charging interest at penal rates in cases of delayed 
repayment of imtalrnents of loans, no action has been taken to en- 
force it. 

MADHYA PRADESH 

Atuiit Report, 1965: 

The Madhya Pradesh Khadi and Village Industries Board was 
constituted under the Madhya Pradesh Khadi and Village Industries 
Board Act, 1959 with effect from 11th July, 1960. 

(i) Accolunts:-The rules for the m a i n t e r n e  of slcctxmta and the 
&mu fw presentation of the annual statement of accounte have not 



.ban prescribed by the State Government so far (September. 1964): 
gs required under Section 29 of the Madhya Pradesh Khadi and ViC 
,@ge Industries Board Act, 1959. The Board, however, has been pre- 
senting the annual accounts in the form of a receipts and paymeuls 
accounts. 

(ii) Utilisation of loans and grants:-The year-wise details of t h e  
amounts received from the Khadi and Village Industries Commission 
as loans and grants and the amounts utilised and refunded are given 
below : - 

Amount received Amount utilised Amount refunded' 
upto March, 1964 

Year -- 
Loan Grant Loan Grant Loan Grant 

- - -- . ---.- 

(In lakhs of rupees). 

Unutilised loans (Rs. 4.68 lakhs) and grants (Rs. 5.96 lakhs) re- 
ceived up to March, 1962 have not so far been refunded (September, 
1964). 

The Board has not yet (September, 1964) furnished certificates of 
utilisation for the following amounts:- 

Year Loan Grant 

(Amount received in lakhs of rupees) 
-- - - ----- _____ _. -_I-. - . - - A -- - - - -- - 

The delay in furnishing the utilisation certificates has been attri- 
buted to the non-receipt of the certificates from the societies/institu- 
tions to whom the Anancial assistance has been given and non-com- 
pletion of audit of the accounts of the societies by the Registrar, Co- 
operative Societies. 

fiii) M a h t w n c e  of the recowis to watch repayment of loans 
rdtwrnced by the Bow&-The records maintained by the Board in 
-t of loans advanced to various institutions do not indicate 



essential details such as the due date for repayment of instalmenb of 
loan, amount of instalment, rate of interest, etc., with the result that 
the extent of the amounts that have fallen due for repayment but 
are remaining unrealised is not known and timely action has not 
been taken for effecting recoveries. The total amount overdue for 
recovery from the borrowers up to the 31st March, 1964 was Rs. 16.77 
lakhs (September, 1964) . 

(iv) Audit of granteelloanee institutions:-Up to March, 1964, 
the Board had given financial assistance to about 600 co-operative 
societies; but in respect of these societies, audited statements of 
accounts have not been obtained so far from the Registrar, Co-opera- 
tive Societies. There are no records to watch the receipt of periodical 
verification reports af utilisation of grants and loans disbursed to the 
societies/institutions. 

52 societies, which received loans and subsidies amounting to 
Rs. 6.30 lakhs up to March, 1964 have become defunct and 129 socie- 
ties are reported to be working not satisfactorily as indicated 
below : - 

No. of No. of No. not 
Name of Industry societies societies working 

defunct satisfac - 
torily. 

Village Oil 336 35 102 
Village Pottery . 41 I I9 
Paper . 3 I I 
Fibre 7 I 1 
%Keeping . 5 . . 5 
Handpounding of ltioex . Notknown 19 . . 
Khadi - - _ - - - . - 5 . . - 

A review of the inspection reports of the ofElces of the Board and 
the Khadi and Village Industries Commission and the annual progress 
reports, revealed. 

(a) that due to unsatisfactory working, awantike Wool Industry 
Co-operative Society, Ujjain incurred a loss of Rs. 2,924 during 1961- 
62 and Handmade Paper Industry, Indore incurred a loss of Rs. 33,982 
ap to 1962-63. 

(b) that funds to the extent of Re. 1.14 lakhs disbursed to 14 Socie 
ties in Oil Industry were not utilised for the purpose for which ?& 

fund6 were provided 



(v) R e p a m  of buns by the Board: -Repayment of loam ad- 
vanced by the Commission to the Board to the extent of Rs. 29.61 * 

lakhs was overdue as on the 31st of March, 1964. 

(vi) Outstanding crdvances:-The following irregularities were 
noticed: - 

(a) During the period from April, 1960 to May, 1963, advances 
were paid to oficers and institution towards exhibitions. 
As against these advances a sum of Rs. 19,000 was out- 
standing at the end of September, 1964, even though these 
were required to be adjusted "within the same financial 
year" by rendition -of complete accounts, 

(b) Further advances were paid in some cases before adjust- 
ment of the previous advances, 

(c) Advances for different purposes have not been exhibited 
separately. 

(d) The transactions relating to advances have been classified 
to final heads of account instead of being shown under 
'advance' head to enable proper watching. 

( e )  Year-wise analysis of the outstanding advances is not 
available with the Board and 

(f) No reconciliation has been done between the figures of the 
Board' and the sub-offices. 

(vii) Losses:-12 cases of alleged frauds, embezzlements, thefts, 
etc. involving a sum of Rs. 0.20 lakh were reported during the period 
from 1960-61. to 1963-64, as indicated below:- 

No. of Amount 
cases involved 

Frauds and embezzlements . 5 0.18 
Thefts. . 6 0-01 

Other loeses. . I 0.01 

' & amount oi flr. 1,200 only has been recovered from the parties 
&$bmtd. 
1m (Aii) LB-tl 



. (viii) Stock account:-The value of shortages noticed during 
annual verification of stock is not available with the Board; it nae. 
stated that such reports had not so far been obtained and cons&- 
dated, and the issuing of detailed instructions in this regard was 
under considerations. There is no scientific system of internal stores 
control. No records are maintained showing (a) the results of physi- 
cal verification of the closing stocks of stores and finished products, 
(b) receipt of statements showing the balances of stock in hand, issue 
and receipts and (c) action taken for timely disposal of finished 
products as well as unserviceable and surplus stores. The reserve 
limits of stores to be handled by different centres have also not been 
fixed. 

(ix) Internal audit:-There is no system of internal audit of the 
accounts of the centres and other ofiices. Proposals for constituting 
internal audit parties were, however, stated to be under conside- 
ration (September, 1964). 

(R) Local audit: -The following typesLof imgularities were notic- 
ed during the local audit of the regional and%adrninistmtive oRIces of 
the Board conducted during 1963434:- 

(a) Defective maintenance of cash book and omission to con- 
duct physical verification of cash, 

(b). Defective maintenance of stock reasters and ornissisn to 
conduct physical verification of stock and weeding-out of 
surplus and obsolete stocks, 

(c) Non-realisation of security deposits from offlaials handling 
cash and stores and 

(d) Delay in the adjustment of advances granted to officials for 
specified purposes. 

Ambat Chatkha Scheme:-Up to March, 1082, 2,273 Ambar Char- 
khas valued at Rs. 2.73 l a b s  were distributed by the Board to t h  
spinners on himpurchase system. Of these, 2,066 Ebarkjaee vishiet$ 
at Bs. 2 48 lakhs were returned to the Board up to October, 1963, as, 
the spinners had abandoned spinning work. 179 charkhas (value 
Rs. 0.21 lakh) are missing. 

Out ot  the to,W stock of 6,089 charkhag at thc end of Ma*, 
2,955 are rjtated to be unserviceable. 308 charlrhas w e n  nm* 



to Wrch ,  1964 at a cost of Rs. 7,160 but none of these eharlhoa has 
hen sold so far (mtember ,  19649. 

Centres transferred from the Industries Department:-In July, 
1963 Government accorded sanction for the transfer to the Board, of 
34 centres which were formerly run by, the Industries Department, 

The centres were taken over by the Board with effect from 1st 
November, 1963. A review of the working of the centres conducted 
by the Board in September, 1964 indicated that only 4 out of the 34 
.centres were fit to be continued; the remaining 30 centres were 
"c&?funct" even before the transfer. These centres have not yet com- 
menced functioning. Unproductive expenditure at the rate of about 
Rs. 7,000 per mensem is biing incurred on the maintenance of staff of 
these 30 centres; the decision regarding the future course of action 
has not so far been taken (September, 1984). 

MADRAS STATE KHADI AND VILLAGE INDUSTRIES BOARD 

Audit Report, 1964 

1. Delay in Compilation of Annual Statement of Accounts:- 
Consequent upon the formation of the M%dras State -df md 
Village Industries Board, the functions of the Rhadi department and 
the Village Industries Wing of the Industries department were 
transferred to the control of the Board with effect from the 15th 
Sapkmber, 1960. Under Section 20(1) of the Madras Khadi and 
V51iage hiustr ies  Board Art, 1959, the Board is required to prepare 
annual acdounts in the prescribed form. The form of accounts has not 
p t  been prescribed and consequently the annual accounts of the 
Board since its formation have pet to be compiled. 

The position in regard to the accounts pertaining to the periodo 
prior to the formation of the BoaMi iwin&ceted below:- 

(i) Consolidated Commercial Production Accounts of the In- 
tensive Khadi Scheme for 1 M ~ ~  were submitted to Audit 
only in December, 1963. 

(ii) Consolidated Commercial Production Accounts of the 
Intensive Khadi Scheme and ECmbar Cherkha Srhemc for 
the period from the 1st April, 1960 to tHe tSth Septtmber, 
1960 are yet to* be Analised (December. 1M39~. 

, 'Fly delay- tr. preparation af accausts,htw been attributed to la& 
df qualified accountante- in the unit dcef, 



2: (a) The table given below sets out the position regarding ut& 
sation of grants and loans received by the DepartmentJBoard from 
the Khadi and Village Industries Commissioo for Khadi and Village 
Industries schemes: - 

Period Amount Amount Amount Amount Balance 
received utilised refund- refund- 

able ded. 

(In lakhs of Rupees) 
Khadi Scheme- 

Grants 1956-57 to 1962-63 65.27 59.97 5.30 . . 5'30 
Loans 1957-58 to 1962-63 3,43.10 *. * * * 

Village Industries- . 
Grants 1956-57 to 1962-63 72-61 *63.30 9.31 2-37 '6'94 
Loans 195657 to 1962-63 1,28.46 *g8*50 29.96 3 ' I9 '26.77 

*Details awaited. 
Includes Xs. 3.45 l a b s  (grant) and Rs. I ,157 lakhs (loan) spent in excess 

and pending regularisation. 

Utilisation certificates have yet to be furnished (July, 1963 ) to the Com- 
mission for the following amounts :- - 
P - .- 

Loan Grant 

Period Amount Period Amunt 
- (In Lakhs (In Lakhs 

of Rupees) of Rupees) -- 
(i) Khadi . . 1957-58 3~43'10 . . 8-15 

' to 1962-63 
(ii) Village Industries. . I 960-61 56.87 1960-61 

to 1962-63 
33-06. 

to 1962-63 
(b) Tbe financial assistance remained largely or entirely unutilised @t 

amber, 1963) in the following cases:- 
(A) S c h m  not implemented-Serial numi 

b e  and name of the Schcmc 

I. Constmion of godowns. . . Loan 
Grant 

2. Refresher courses @r spinners. . Grant 
3. Khadi testing laboratory. . Grant 
4. Aid to w e a m .  . . Grant 
5. Vidayala for training tnauagctll. . Grant 
6. Vidydya for mining weaving inrrtructom.Grant - 

A m m t  Whm 
Rs. &uwn 



*The grant remained unutilised for over three years and finally r e h d d  
in  1963-64. 

(B) Schemes partly implemented- - 
Saial number and name Amount When Remarks 

of Scheme Rs. drawn - 
a. Opening of 2 Saran- Loan r,jio,ooo 1961-62 The loan was intended 

jam bhandar for to provide working 
ambar parts. capital for bulk pur- 

chase of ambar spare 
parts from the corn- . 
mission's bhandar at 
Ahmedabad. The 
purchases made upto 
March, 1963 amoun- 
ted to Rs. 22,110 
only. 

2. Opening of a Loan 7,800 1g5bjig The centre started 
Model production 4 in May, 1960 was 
centres at Narikkal- Grant 20,615 1958-59 closed in January, 
pani (Madurai dis- to 1961 due to lack of 
tria). r g60-61 response from Wea- 

vers and spinners of 
the locality, after in- 
curring a total ex- 
penditure of Rs. 
1451. A sum of 
Rs. 2r,r14 (loan 
Rs. 1,950 a d grant 
Rs. 19,164) remains 
to be refunded. The 
Khadi Commission 
is reported to haw 
been addressed for 
utllising the amount 
on another scheme, 
Gz., "Opening a Mc- 
del Production Unit 
at Perurnamallur". 

3 Starting of two cot- Loan ' r,38,ooo 1958-59 'Though the finandsl 
ion ginning, carding assistance was drawn 
and spinning wits. Grant ' 9,624 1958-59 for two centres, only 

one unit was opened 
in July, rg60. This 
unit was closed in 
April, 1961 (&er 
incurring a loss of 
about Rs. 7,900 due 
to lack of response 



Serial number and Amount When  ema arks ' 
name of Scheme Rs. drawn 

from the beneficia- 
ries. The loan was 
refunded filly orily 
in October, 1963. . The grant admissible 
based on the npprov- 
ed pattern of ussis- 
tance is reporicd to 
be Rs 3,139; a sum cf  
Rs. 6,485 is thus due 
to be refunded to the 
Commission. 

4. Scheme for Ambar Graat 51,ooo 1960-61 X portion of the grant 
training course. was set off against 

expenditure already 
incurred in training 
53 persons betwecn 
July, 1959 and Junu- 
ary, rylio. E'ur.ther 
training was stopped 
pending formulation 
of revised ti.~ining 
programme. 

,4 sun1 of Rs. 24,602 
remains to bc re fun- 
ded. 

5.  iMoJel weaving :En- Grant I ,93,035 1960-61 ..2ccounts for Rs. I .67 
tres. lakhs only have been 

rendered to the (:om- 
mission so far. 

(c) The following points also came to notice during local audit:- 

(i) Out of 35,340 ambar charkhas (value Rs. 34.39 lakhs) sold 
to spinners on hire-purchase basis, 15,582 charkhas (value 

, Rs. 18.70 lakhs) were returned by them. Of these 3,707 
charkhas valued at Rs. 4.45 lakhs were reported to  be un- 
serviceable or lost. The question of reimbursement of loss 
on this account has been taken up  with the Khadi and 
Village Industries Commission. Out of the remaimng 
charkhas valued at Rs. 14.25 lakhs, 1,771 are reported to 
have been remodelled into four spindle and six spindle 
charkhas (December, 1963). Particulars regarding the dis- 
paorl of these remodelled charkhas are awaited. (ii) Twcr 



workshops for the manufacture of the Wardha g h a d s  
started in July, 5951 and June, 1958 were closed in Septem- 
ber, 1961 and December, 1961 respectively due to Sack of 
demand f o ~  &anis. Part iadam of the working of &c.sc? 
two units are indicated below: - 

Number Number Remarks 
produced sold 

Vengalapuram unit (North 92 64 (i j T w o  unsold ghanis 
Arcot district). at the second unit 

were used as firewood 
and the value of un- 
sold ghanis in, both 
the units is Rs. 
10,po. 

Makkanarnkornh'~i Unit 
(Coimb~torc district) 

23 (ii) In the first unit 
there were also stores 
\;ah& at  Rs. 12,ooo 
at the time of closure. 
Particulars of dispo- 
sal of the stores are 
awaited. 

(ill) In A p r ~ l ,  1959, Government sanctioned the establishment 
of a Central Leather Marketing Depot at Madras involving an outlay 
of Rs. 24,596 (Rs. 8.500 non-recurring and Rs. 16,096 recurring) and a 
working capital of Rs, 50.000 for (1) providing godown and marketing 
facilities to tanners and (2) offering technical assistance to village 
tanneries and co-operat~ves. A build~ng was taken on rent in Octo- 
ber, 1959 at Rs. 360 - per mensen1 and an assistant manager and a 
saleman appointed in November. 1959. The depot commenced func- 
tioning only in November, 1960. The expenditure incurred on the  
employment of staff and rent of building upto the date of commence- 
ment amounting to about Rs. 8,200 was infructuous. Fri)m the pro- 
visional accounts prepared, it is seen that. t he  depot had incurred a 
loss of Rs. 11,500 in 1961-62 and Rs. 7.000 in 1963-63 (upto Orcembr~. 
1962) . 

(iv) A sum of Rs. 43,000 was due (May. 1963 from 12 mttsqe ~ n -  
dustrial co-operative socicli:; which went into liquidation bet.cnem 
1960 and 1963. 

(v) Particulars of utilisation of loans amounting to Rs. 1.16 lakhs 
drawn during 1481 and 1962 from the Khadi and Village Industries 



Commission for Khadi schemes and disbursed to two private khadi 
institutions were not obtained and furnished to the Commisdoa. 

(vi) The position regarding outstanding dues to the Board is 
indicated below: - 

Amount of 
out-stand- Remarks 
ings on the 
y s t  March, = 963 

(In lakhs of rupees) 

(a) Credit sales of Khadi. . 9.64 A sum of Rs. 1 : 6 ~  
lakhs related to pe- 
riods prior to the 1st 
April, 1961 .' 

(6) Sale of charkhas to spinners on hire 11 .12  . . 
purchase. ' 

(c) Supply of Khadi goods from the Cen- 38.20 A s u m  of Rs. 12 .oz 
tral Godown, Tiruppur, to Govern- lakhs relating to 1y61 
ment departments, local bodies, etc. ' 1961-62 and earlier 

years was due from 
Government depart- 
ment:, and local hodi- 
es (Rs. 8 .47 Inkhs- 
and certified institu) 
tions (Rs. 3.55 lakhs) 

Id) Loans to Industrial co-operatives for 4 .g5 The amount pertaining 
village industries. to the period 1958-59 

to 1961-62 was Rs. 
3.67 1akh.s. 

3. Saranjam Karya1ayus.-The uneconomical working of the 
Saranjarn Karyalayas was commented upon in paragraph 5 of 
Chapter VII of the Audit Report, 1962. The Committee on Public 
Accounts recommended in its report dated the 22nd May, 1963 that 
the need for the continuance of the existing six karyalayas might be 
re-examined. i 

W the six karyalayas are now engaged in producing furniture 
mostly for the Khadi Board. A review of the working results of the 
karyalayas for 1962-63 disclosed that four karyalayas worked at a 
loss (approximately Rs. 0.41 lakhs) and the other two at reduced 
profits as compared with the previous year (Rs. 0.33 lakh as against 
Rs. 0.74 Iakh in the previous year). The total production in all the 



six karyalayas was valued at Rs. 4.34 lakhs while the target &ed 
was Rs. 11.40 lakha 

M @ r a  Audit Report 1965. 
The position as at June, 1964 in regard to utilisation of grantrr and 

loans received to end of 1962-63 from the Khadi and Village Indus- 
tries Commission is as follows:- 
-- - - - -- - --- ----- * -. -- 

Loan Grant. 
(In lakhs of rupees). 

-- - --- 
( i )  Unutilised balance . 5.37 3 . 5 8  

(ii) Certificates of utilisation to be hrnishcd. . 42.78 22.44 

During the year 1963-64, the State Khadi and Village Industries 
Board received a sum of Rs. 8.36 lakhs as grants and Rs. 1,27,53 lakhs 
as loans from the Commission. In addition, the Board received a 
sum of Rs. 32.66 lakhs from the State Government towards the 
schemes relating to Rural Arts, Crafts and Industries (forming part 
of the Community Development Programme) entrusted to it. 

(2) A few cases where the financial assistance given by the Board 
remained largely or entirely unutilised are given below: - 

(i) Scheme for development The amount was paid to 68 Pan- 
of Khadi in rural areas. chayat Union Councils covering 
Loan RF. 4.54 lakhs 1962-63 I ,305 Panchayats. As against 
Grant . Rq.. 2 .27  lakhs. the target of 2 6 , m  charkhas, 

only 9.084 ware distributed to 
end of March, 1964. 

( 1 ; )  Scheme for construction 
of warping and sizing sheds 
for weavers in 30 villages 
to ensure quality of khadi. 

It was noticed that the scheme was 
not implemented in ~wzain 
Panchyat Unions. Infor- 
mation regarding the amount 
lying unspent is awaited. @t 
amber, 1964). ' 

The committee on New Medi 
Scheme which met in May, 
I g64, had expressed its concern 
over the poor progress and 
achievements of the Scheme. 

No progtcss has been made in the 
acquisition of sites due to non- 
availability of land and the 
amount remained unutiiioed 
(August, 1964.' 



Loan Rs. r -65 iakhs . March, 1963. . . 
Grant Rs. I -50 lakhs . July, 1963. 

(iii) Scheme for conversion Out -d three centres selected, .the 
. of-certain pilot centres into site for constructing thegimi~rp 

modd production-rum- and weaving sheds hob beal 
sales cehtres. acquired only for one centre. 

Grant Rs. o .41 lakhs June, 1963. 

(k) Azsistance to Kakkanpu- ' The construction work on the 
ram Hrnd-made l'a~er building has not yet been started 
Workers' Co-op,:rative 
Society. 

Grant Rs. 45,033 

(v)  Assistance to  the Erodc 
Wick an4 Tile Cp-op-ra- 
tive Society. 

Loan Rs. 17,500 
Grant Rs. 10,760 

as thcr; is no electricit! supply 
to the village. In June, red, 

1961-62 Government sanctioned specla1 
subsidy (Rs. 32,500) for extend- 
ing power supply to this village. 

The errtire amount of Rs. 45,000 
is lying in fixed deposit in 3 
Co-operntive Rank. 

The workizlg c'lpital loan of Rs 
17,500 and grant to meet the 
&ry of staff for the yea.1- 
(Rs. 3,260) were paid along with 

Mlrch, 1962 the a~sistdnce for ~omsrruction 
of bulldings and purchase of 
equipment. The construc- 
lion tvork has not yet started 
and rhc entire amount of' Ks. 
28.26~ n,mnins unutilised (June 
19641. 

3r Gramodyog Sales Depots.-Out of 17 sales depots opened during 
the period from 1959-60 to 1962-63 four depots were closed down after 
they had run for 1 to 2 years, due to poor sales. In the absence o i  
pro forma accounts, the loss in respect of the closed depots and the 
financial results of other depots could not be ascertained. 

(4) Village I'ndustries.--(a) Oil Industry: During the year 
1963-64, a total assistance of Rs. 10.31 lakhs (Rs. 8.46 lakhs as loan 
and Rs. 1.85 lakhs as grant) ,  was given to Village'Oil Producer's Co- 
operiiitive Societies. There were 156 such societies at  the end of 
March, 10(14. 

Out of 16 societies in Tlruchirapalli district, in respect of which 
hdormatlon was made available to Audit, 8 were working a t  loss, 
the cumulative loss being Rs. 41,870. Proposal for liquidating one 
society which is dormant after  incurring a loss s f  Rs. 15,117 is r e  
ported to be under cansideration (December, 1064). 



(b) SmpMaking Unjts.-Of the a3 units functioning at the end 
of March, 1964, pro forma accounts to end of 1962-63 had been Analis- 
ed only in respect of 13 units and these indicated a cumuMive l& 
of Rs. 1.28 1akhs. The kss was mainly akibntted to high cost of 
production due to poor yield, excessive fuel consumption and lack 
of timely procurement of raw materials. 

(c) Hancbmde P a p  Units.-(i) Sanction to the ~penimg of a 
handmade paper unit at Poondi was accorded in December, 1959. 
Machinery valued at Rs. 11,768 were purchased between February, 
1960 and November, 1961. The work of construction of the building 
was started in March, 1961, but was stopped in May, 1962 as tubular 
trusses of the required size were not available. A decision to use 
angular trusses alternatively, was taken two years later in July, 1964, 
and the construction work has not yet been taken up (October, 1964). 

(ii) In the case of the paper unit at Pidagam which started pro- 
duction in October, 1962, there was a delay of more than a year in 
commencing production after the machinery (valued at Rs. 18,200) 
were received in March, 1961, as certain defects were noticed in the 
machines. The value of production during 1963-64 was only Rs. 33.687 
as compared to the target of Rs. 1 lakh. 

(d) The Brass and Cur Metal Unit, Karumbupatti was closed in 
February, 1962. Surplus materials valued at Rs. 64,874 remain 
to be disposed of June, 1964. 

5. The position regarding certain outstanding due to the Board 
is indicated below:- 

Amount Kernarks. 
of 

outstanding 
as on the 

31st March, 
15'64 

(a) Sale of charhas to spinners 10.36 . . 
ofi hire purchase. 

(h) 1 , r . n ~  to village co-operative 4.94 Out of this, ' a sum of 
societies wndoned upto Rs. 2.32 bkhs relartd 
March, 1963. to I@!-62 and eurher 

years. The amount due 
from q liquidated 
siXktkS WW Rs. 4,174. 



DRISSA 

Orissa Khadi and Village Industries Board 

The Orissa Khadi and Village Industries Board was constituted 
under an Act of the Legislature and started functioning from June, 
1956. During the period from 1956-57 to 1961-62, the Board received 
the following grants and loans from the Khadi and Villages Industries 
Commission and grants from the State Government: - 

Khadi and Village Industries Commission (In lakhs of rupees) 

Government of Orissa- 
Grants . 

The following points were noticed in audit:- 

(a) Maintenance of accounts.- (i) Separate accounts of expendi- 
ture incurred out of each loan/grant were not maintained, with the 
result that in most of the cases the extent to which the loans/grants 
had been utilised for the purposes for which these had been obtained 
could not be ascertained. 

(ii) (1) Discrepancies in the accounts rendered by the Board to 
the Commission in respect of grants, etc., disbursed to co-operative 
societies were noticed, as shown below:- 

Name of Industries Amount actually Amount shown in 
disbursed (as the accounts 

per disbursement rendered to the 
scheme registers) Commission 

Grants Loans Grants Loans 

- 
(In lakhs of rupees) (In lakhs of rupees) 

Hand Pound k c e  . . . 6.89 . . 10.17 

V i e  Leather Industries . o .41 0 .49  2.26  2 '79 

These discrepancies have not yet been reconciled (October, 1963). 

(2) The cash balances, as on the 1st April, 1961 of u n d i s b u r d  
grants and 1- for 196041 in respect of Village Pottery Industry, 



shown in accounts sent to the Commission in July, 1961 were Rs. 63843 
and Rs. 27,398 respectively; the actual cash balances in hand on the 
1st April, 1961, as seen from the scheme registers and disbursement 
registers were, however, Rs. 1,56,418 and Rs. 2,69,469 respectively. 

The submission of incorrect statements to the Commission had 
the effect of obtaining more grantslloans resulting in major portion 
ot the grants/loans being retained by the Board unutilised for the 
purpose for which they were obtained. 

(iii) No account records in support of the expenditure of Rs. 11,500 
out of grants and Rs. 12,969 out of loans received in 1958-59 and 
1960-61, for the Carpentry Section of the Saranjam Karyalava were 
produced for audit to indicate their proper utilisation. 

(b) Discrepancies in cash balances, shortage and misappropria- 
tion of cash and stores.-(i) The Bank balance as shown in the Cash 
Book of the Board as on the 31st March, 1962 was less by Rs. 3,82,040 
than that intimated by the Bank. The discrepancy has not yet been 
reconciled (September, 1963). 

(ii) The Assistant Salesman of one Sales Centre (Rourkela Khadi 
and Gramudyog Bhawan) is alleged to have misappropriated sale- 
proceeds to the extent of Rs. 9,200; the whereabouts of the salesman 
are not known. 

(iii) Shortages of stores valued at Rs. 34,935 noticed in 2 Khadi 
Production Centres and 2 Sales Centres during 1957-58 to 1961-62 
have not been regularised so far (September, 1963). 

(c) Utitisation of loans and Grants-(i) Utilisation Certificates 
for grants and loans amounting to Rs. 72.72 l a b s  and Rs. 109.29 lakhs 
representing 86 per cent and 72 per cent respectively of the total 
FaIIts and loans received from the Commission up to March, 1962 
were not furnished to the Commission (February, 1963). 

(ii) According to the conditions laid down by the Commission 
the financial assistance received from them, is normally required to 
bt utilised within one year of receipt. However, out of the total 
grants and loans amounting to Rs. 2,33.73 lakhs received up to the 
end of March, 1962, a total sum of Rs. 49-23 lakhs remained unutilis- 
ed as on the 31st March, 1963. , 

The yearwise aniilysis of the unutilised grants and loans was ]lot 
furnished by the Board. 

. , .  (ifi) In the following cows grants and loans were disbursed by 
tbt h d  in exms of the amounts received for the purpose from 



the Commission, apparently by diversion of funds received for oth& 
purposes: - 

Name d Industry Grants/ Amount Excess 
Loans actually 

received disbursed 
from the by the 

Commission Board 
during 

1956-57 
to 

1961-62 

(In lakhs of rupees) 
(I)  Village Pottaies (Common work- 

sheds) 0 .18  0.27 o 

(2) Hand made paper (grants and loans ' to Rwra Bhasa Co-operative Swie- 
ties) . 0 .60  0.77 o.r7' 

b) Village Industry 

(4) Villryte Leather Industry o. I &  0.36 

(5) Palmgur Industries . 6.07 8.06  1.99 

16) Bac-Keeping Industries . 0.02 0.06 0.04 

-- - -. -- - - - - - - -- - --. . - - - 
(d) Escea payment of grants by the B w d - A  sum of R6 3@&@ 

as detailed below, was paid by the Board to Utkai Tal Gur Slcnit~ 
Btucing. the period from l.057-58 to  1859sSO in excess of the granto 
admissible to it. 

YeotofAc~wllltf E* 
Amaunt 

Paid 

!Rs. 

~ 9 5  7-58 - 1,008 Due to an arithmetical mistake. 
6,500 Advances made ie rht prevboars. yeam 

1993-59 . 4,740 were not takm into acanqt in the 
t & p t  QsFardEmta~cltMamoflrwhiIb' rclpcricrng 

L ;- mm* . I ------- --- 



Year of Accounts Exceos Amount Rcmarks 
paid 

_. ______ --_ - -- - - - --- 

Rs. 
5959-60 . . ' I 1,109 Expznditure incurred during 1959-60, 

up to December, 1959 was reimbursed 
without adjusting advance payment 
of grant made during the year. 

I ,523 Expenditure incurred in 1958-59 re- 
imbursed twice once in 1958-59 and 
again in 1959-60. --- 

TOTAL . 39,869 

(e) Unauthorised payment of advances by the Board.-Advances 
amounting to Rs. 4.27 lakhs were paid to Orissa Rajya Samabaya 
Sangha for development of Palm Gur Industry, although payment 
of such advances was not permissible under the rules of the Board. 
An amount of Rs. 1:12 lakhs is still awaiting recovery 'adjustment 
from the Society (September, 1963) as indicated below:- 
- - - - --- - -- - - - -- - - --- ----- - -- - -" - - --  -- - 

Year Amount of advance Advances outstanding 
paid (September, 1963) 

(In lakhs of rupees) 
1959-60 1'37 0.27 
1960-61 I 0'22 

1+1-6;r '45 0.63 

TOT AX 4'27  I .rt - - .- - - - - - - . - 

PUNJAB 
Awlit Report, 1963 

The Punjab Khadi and Village Industries Board was established 
with effect from 1st September, 1937 under Section 3 of the Punjab 
Khadi and '9ffllage Industries Board Act, 1955. 

A, Appointment of members of the Bard--Under clauses (db 
and (e) of Section 6 (1) of the Act, a person shall be disqualified far 
beingappointed or fox: continuing-as a member of the Board if (1) be 
Pipil direcutl'y or indirectly any share or interest in any suhisbing con- 
tract & employment with, by or on behalf of the Board; or (2) is a 



Director, Secretary, Manager or a salaried otPlcer of any incorporated 
company or co-operative society l h i c h  has any share or interest jn 
an7 contract or employment with, by or on behalf of the Bccrard. 
During audit, it was, however, noticed that in five cases the members 
of the Board were holding one or other of the aforementioned posi- 
tions in the institutions receiving grants/loans from the Board. 

B. Accounts.-The rules for the maintenance of accounts and the 
forms for the presentation of annual statements of accounts have not 
been prescri,bed by the State Government so far (March, 1963), as 
rquired under Sections 30(1) and $4(2) (h) of the Act. No annual 
statements of accounts were also made available to Audit at the time 
cd local inspection. 

C. Sur>lus Funds.-The Board received from the Khadi and Vil- 
lage Industries Commission the following grants and loans for carry- 
ing on its activities and for granting assistance to  co-operative 
societies, cottage industries, etc.:- 
--- - 

(Rs, in lakhs) 
Grants Loans 

. - .- 

1957-58 5 '20 9.45 
1958-59 6.42 6 .56  
1959-63 . 6.37 15.86 
1!9-61 4 '27 23 .I4 
1 96 I -62 10 '43 32'34 

Out of the amounts received in 1960-61. a sum of Rs. 5.99 lakhs 
(loans Rs. 4.44 lakhs and  grants'^^. 1.55 lakhs) was refunded to the 
Khadi and Village Industries Commission in 1961-62, as it could not 
be utilised. A sum of Rs. 3.02 lakhs (loan Rs. 1:57 lakhs and grants 
Rs. 1.45 lakhs) received in that year also remained unutilised as on 
31st March, 1962. In addition, a sum of Rs. 6.97 lakhs which could 
not be disbursed to various societies for want of completion of foruna- 
lities by them had been kept under a suspense head as on 31st 
March, 1962 to avoid the amount w t i l i s e d  having to be refunded to 
the Commission. 

The Board also received grants amounting to Rs. 6 lakhs and an 
intmestfree loan of Rs. 4 lakhs from the State Government during 
1957-58 to 1961-62. Of the grants received, a sum of Rs. 4.39 lakhs 
onfy was utilized and Rs. 1.23 lakhs were refunded' to Government 
up to Febmary, 1963 as unutilised. 
' Large amounts (Rs. 32.73 lakhs for 12 months and Rs. 8.16 l a b  

for 9 months) were invested, in scheduled banks as 'one month' 



dqmsib bearing interest rtt the rete ob 3+ per cent per annum. How- 
ever, with effect from July, 1962, part of the money (Rs. 7.30 lakhs) 
was invested as '01 days' depssits ba r ing  interest at the rate of 38 
per cent. Had the previous investments been also made in '91 days' 
deposits, the Board could have earned an extra amount of interest 
of Rs. 0.25 lakh during the period 1st April, 1961 to 30th June, 1962. 
Besides, there were heavy balances in the current account of the 
Board (the balance ranging up to Rs. 7.41 lakhs in October, 1961) 
on which no interest was earned. 

D. Utilisation of grants and recovery of bans.-During the period 
from September, 1957 to March, 1962, 290 societies and institutions in 
all had received loans and/or grants from the Board. Out of these, 
the accounts of only 59 grantee/loanee societies were checked by the 
representatives of the Board to ensure their proper utilisation. There 
was no proner record to watch the receipt of the periodical utilisation 
certificates from the societies/institutions required.under the terms 
and conditions of the loans and grants. During 1961-82, out of 27 
cases test checked, utilisation ccrtificates were not available for the 
full amount in 9 cases. 

In 1958-59 to 1960-61, in majority of cases, no periodical statements 
of accounts duly audited by the auditors of the institutions were fur- 
nished to tho Board, as required under the conditions of grant of 
loans. In 1961-62, out of 27 cases test checked, accounts had not been 
submitted in 6 cases. 

In 14 cases, loans and grants amounting to Rs. 0.60 lakh were 
found to have been misutilised by the beneficiaries during 1957-62. 

Two other important cases of misutilisation are detailed below: - 
(i)  A loan of Rs. 0.10 lakh was advanced in October, 1958 to 

the Gram Udyog Samiti, Arnbala Cantt. for village oil and 
hand pounding industries. The financial position of the 
Samiti was not verified before the loan was given; the 
assistance was irregularly utilised for liquidation of old 
debts. The amount is still (March, 1963) recoverable and 
steps are stated to have been taken in October, 1962 to re- 
cover it through the revenue authcrities as arrears of land 
revenue. 

(ii) A loan of Rs. 0.23 lakh (repayable over periods varying 
from 18 months to 5 years) and a grant of Rs. 0- 11 lakh 
were received by Bharat Kutir Udyog Sarniti. Amritsar 
during May, 1958 to March, 1959 for hand pcunding of 
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paddy, village oil and soap industries. The financial posi- 
tion of the society was not verified before the adstance 
was given. In August, 1960 a representative of the B o d  
reported that the financial position of the Samiti was un- 
sound. A sum of Rs. 0.08 lekh out of the loan became 
recoverable by 24th September, 1962; timely action was not 
taken by the Board to recover the amount as and when it 
fell due on various dates between 1959 to 1962 and it is 
still (March, 1963) outstanding. 

The assets and liabilities of the Samiti were partly, taken over in 
March, 1962 by the Punjab Khadi Gram Udyog Sangh, Adampur 
Doaba and the remaining are yet to be handed over to the Sangh 
(March, 1963). 

Loans amounting to Rs. 0.84 lakh had become due for recovery 
on- 31st March, 1962 (from 55 societieslunits) including a sum of 
Rs. 0.14 lakh called back in lump as the same had not been utilised 
properly. Out of this, only a sum of Rs. 0- 15 lakh had been recovered 
up to 30th June, 1962. The amount of interest recoverable on that 
date was Rs. 456. In addition, as on 31st March, 1962, grants of 
Rs. 0.08 lakh made to societies had been revoked and asked to be 
refunded as the amount had not been utilised for the prescribed pur- 
pose; the amount had not been recovered up to 30th June, 1962. 

It was intimated by the Board in March, 1963 that the overdue 
amount of Rs. 0.84 lakh had been reduced to Rs. 0: 05 lakh (recover- 
able from 8 societies) and that a sum of Rs. 0.36 lakh was due from 
9 societies, etc., on account of unutilised funds. 

E. Physical Verification of Stores.-Physical verification of stores 
of all the Spinning and Weaving Centre was conducted at the close 
of the year 1961-62; in respect of 12 centres shortages of stores wcrth 
Rs. 0.08 lakh were noticed. The results of physical verification of 
,the remaining 28 centres were not made available to Audit. Action 
taken to investigate the shortages and to regularise them is not 
known. 

Audit Report, 1964 

In regard to the Khadi and Village Industries Board, the rules 
for tfig maintenance of accounts andlthe forms for the present~tfoh 
of a ~ a l  statements of. amounts have not been approved by the 
State Govt:rnment so far (January, 1964)" as requiwd undert&ctkr 



M(1) and 84 (2) (h) of the Punjab Khadi and Village Industries 
Board Act, 19SS. The Board had received grants amounting to 
Rs. 11-63 l a b  and an interest free loan of Rs. 4 lakhs from the State 
Government up to the end of 198243. 

Khadi and Village Industries Board, Punjab 

The Punjab Khadi and Village Industries Board was established 
in September, 1957 under Section 3 of the Punjab Khacti and Village 
Industries Board Act, 1955. 

2. Loans and grants.-(a) The position of loans and grants re- 
ceived by the Board from the commission during the years, 196263 
and 1963-64 was as follows:- 

Loans Grants Loans Grants 

(In lakhs of rupees) 
(i) Receipts from Khadi 

Commission during the 
year 32'53 12.03 38.05 13.31 

(ii) Disbursement during the 
year out of (i) above . 21 '70 8 -03 18 -70 6 .12  

(ii i)  Percentage of utilisation 66.71 66.75 49-14 45.88 

(iv) Unspent balance refunded 
to Commission during 
the year . . 11.74 6.06 21.02 8.37 

(v) Unspent balance with 
the Board at the dose of 
the year (inclusive of 
previous years' balances) 13.12 4.80 ? -64 . 5 '90 

(b) The disbursements to and recoveries from the societies (413 
and 32 aa oa $let March, 1963 and 31st March, 1964 respectively) 
of loans and grants were as follows:- . 



Loam Grants Loans Grants 
-- 

(In lakhs of rupees) 
(i) Disbursements during'the 

year . 21 -70 8.03 18.70 6-12 
(ii) Disbursements upto the 

end of the year . 68-06 31 -17 06-76 37.29 
(iii) Recoveries from societies 6-77 0.09 20.01 2 ' 25  - - -- --.--. -- -. - -- - . ---- 

Utilisation certificates from 136 societies in respect of loans 
(Rs. 4-15 lakhs and grants Rs. 1.96 lakhs disbursed during 1957-58 
to 1961-62) were awaited (March, 1965). The utilisation certificates 
of loans and grants disbursed after 1961-62 were also yet to be col- 
lected and verified in all cases. 

(c) Loans (Rs. 2-40 lakhs) and grants (Rs. 1.15 lakhs) given to 
. 57 societies during 1958-59 to 1963-64 were not properly utilised. 

Out of these, loans (Rs. 1.96 lakhs) and grants (Rs. 1.10 lakhs) were 
outstanding on 31st March, 1964 for recovery as shown below:- 

Serial Amounts advanced Amounts re- 
No. No. of coverable Remarks 

societiesj 
Loans Grants Loans Grants 

Rs. Rs. Rs. 
21,390 26,303 21,390 Members of societies 

were reported to have 
been involved in em- 
bezzlement and mis- 
appropriation cases in 
which resulted in the 
cessation of societies. 

q,ooo 15,288 4,000 Whtreabouts of mem- 
bers not known. 

41,240 73,898 4 I ,240 Societies were declared 
dormant having failed 
to repay instalments 
of loan on due dates. 

27,890 36,853 22,640 Societies were repor tt d 
to haw misutiiised 
loans and grants. 

20,390 43,651 20,390 Societics did not start 
work or had cxased 
f maiming. 



(d) Repayments of Re. 80,184 in respect of loans advanced during 
1959-60 to 1983-64 were overdue in respect of 79 societies (other than 
defunct societies) as at  the close of September, 1964 

(e) According to the terms of loans, the societies which failed to 
repay loans on the due dates were liable to pay additional interest 
at  5 per cent. Additional interest amounting to Ra 14,059 was re- 
coverable from 187 societies on delayed repayments of loans up to the 
30th June, 1964. No recovery has been effected from the parties con- 
cerned (September, 1964). 

3. CenWes run by the Board.-As on 31st, 1964 there were 7 
palm Gur, one Intensive Flaying, one Hand-made paper and 3 Fibre 
centres run by the Board. Final statement of accounts of the various 
centres "Industry-wise" were prepared for the first time, as on 31st 
March, 1964. Palm GUT industry sustained a net b s s  of Rs. 23,025 
which was completely met out of the grant from the Board. Hand- 
made Paper Industry showed a deficit of Rs. 48,503, reasons for which 
had not been investigated. This was, howwer, mainly attributed 
to the low sale price as compared to the cost of production. 

4. Spinning and weaving centres.-In November, 1S9, the Board 
took over the State-owned s-ng and weaving centres. The value 
of the net assets transferred which was to be treated as inkrest free 
loan was provis~onally assessed at Rs. 9.46 lakhs and had not finally 
been determined (September, 1964). 

RAJASTHAN 
Audit RspwZ 1961 

The Rajasthan Khadi and Village Industries Board 

The Rajasthan Khadi and Village Industries Board was consti- 
tuted on the 1st July, 1955 under secticins of the hajasthm Khadi 
and Village Industries Board Act, 1955. 

The rules for the naintenma of  account.^ and $he fornes fw the 
presentation of annual otatement of accounts have not so fccr been 
prescdbed by the State Governnrent as required under section 24 
of the Act. The Board bad, howwer, prepared the 'Ibding, Prdt 
and Loss Accounts and Balance sheets for the perid ending March. 
1962. The accounts for the year 1961-62 w e n  mode available to 
Audit In November, 1963 only and those for the year 1962-63 have 
not been durnished so far (November, 1965). 

The Board received from the Khadi and Village Industries Com- 
mission and %She State Govnament the following grants and loans 
for carrying on it8 activities and for granting assistance to Cospe- 
retive Sodeties, Cottage hdrurtriaa3, &c: - 





During the period from April, 1957 to March, 1963 1,050 societies 
and institutions received loans and/ or grants from the Board. 
Though under the rules the loaneesl beaddariw are required to send 
monthly progress reports regarding utilisation of loans and audited 
statement of accounts annually to the Board, these reports were 
not regularly received: No satisfactory arrangements exist in the 
Board for watching the receipt of the progress reports and audited 
accounts. 

A test check conducted during AugustOctober, 1960 revealed 
that 18 co-operative societies wh'ch received during the period from 
1958-59 to 1960-61 loans and subsidies amounting to Rs. 1.33 lakhs 
are not functioning for over three years and 16 other societies which 
received during the year 1960 loans and subsidies amounting to 
Rs. 0.47 lakhs for starting gur industry have not utilised the amounts 
so far (February, 1964) although these were required to be utilised 
within a year of the payment. 

Utilisation certificates have not been received upto the end of 
August, 1963 for loans and subsidies amounting to Rs. 52.51 lakhs 
and Rs. 10:22 lakhs respectively even though these were due by the 
31st March, 1963. The periods to which the arrears relate are not 
available with the Board. Owing to the non-receipt of utilisation 
certificates from the borrowing institution the Board has not furnish- 
ed utilisation certificates for loans and subsidies amounting to 
Rs. 84.64 lakhs received from the year 1955 onwards from the Com- 
mission and subsidies amounting to Rs. 3:69 lakhs received during 
1962-63 from the State Government. 

The recovery of loans by the Board is substantially in arrears. 
Against a sum of Rs. 65.26 lakhs due to be recovered by March, 1963, 
the actual recovery amounted only to Rs. 44.66 lakhs. The periods 
to which the arrears relate are not available with the Board. 

The following other points were also noticed during local audit 
of the accounts of the Board conducted from August, 1962 to October, 
1962: - 

(a) Out of subsidies totalling Rs. 62.852 distributed during 
the year 1961-62 for holding exhibitions, a grantee who 
received a sum-of Rs. 8,000 did n d  hold any exiubition. 
The utilised subsidy has not been refunded so far (October, 
1989). 

(b) In rontnvention of the standing instructions of the Board, 
the Managers of four Production Centres sold duriw the 



year 1061-62, gbDds valwd Rs. 8.70 l a b  on credit. The 
Board has not intimated the recoveries madie so far 
(December, 1W). 

(c)  Two embezzlements of cash (Rs. 1,296) and stores 
(Rs. 1,570) were noticed by the Bogrd in August, 1958 and 
July, 1962 respectively. In the forner  case criminal pro- 
ceedings were launched and the cashier convicted; in  the 
latter case the departmental and police investigations are 
reported to be in progress. Recovery of the loss has not 
been made in either case (November, 1963). 

Id) A carding machine purchased in October, 1961 at a cost of 
Rs. 3,000 for the Woollen Production Centre, Bikaner had 
not been erected (December, 1963), the delay was att11- 
buted to technical dificulties. An expenditure of Rs. 9,218 
was incurred dujing the year 1961-62 in carding wool 
through other agencies the expenditure incurred during 
the period from April, 1962, to December, 1963 has not been 
intimated (February, 1964). 

RAJASTHAN 

Audit Report, 1965. 

%'he Rajasthan Khadi and 'Village Industries Board 

(i) The Rajasthan Khadi and Village Industries Board eonti- 
nued, during 1963-64, its activ~ties relating to the implementation 
of the devefopmmt programme specified in the Rajesthan Khadi 
ahd Vfllage ftldustries B w d ,  1955. 

(ii) .A Burnmery of the Board's receipts end payments, during 
1962-63, is given in the appendix X. 

(iii) (a) According to the instructions iseued by the All India 
Khadi and Village Industries Commission in November, 1961 and sub- 
sequently reiterated in July, 1964, any interest earned by the Board 
an th funds advanced to it before they are disbursed to the institu- 
ffohs, societies, etc., w e b  required to be passed on ta the Commission; 
tbe h a r d  has not passed on so far (October, 1964) to the Commission 
atly pblrtion of fnterwt amdunting to h. 8.22 lakhs, e m e d  by it 
during the period April, 1961 to !3eptember, 1964. 



Year Ih which dibbumd , Amount Last date Amount ftr 
disbursed by which which 

the utilisation utilisation 
certificates certificates 
w m  to be not receiord 
furnished upto July, 

1964 
-- - - - . - - - -- 

(In lakhs of rupees) (In lakhs of rupees) 
1961-62 and . . Lclans 148'43 March, 1963 26 03 

earlier years 49 -95 7.20 

fw-63 . Loans 49-21 March, rg64 42.04 
Grants 6.41 5 %  

Owing to the non-receipt of the utilimtion certificates from the 
botmwfng institutions the Board has not fumiehed (July, 1964) 
ut i lh t ion  certificates for b a n s  (Rs. 38.42 la&) and grants (Rs. 34.215 
fakhs) amounting to Rs. 72.77 lakhs receiverf from the Commission 
during the period April, 1955 to March, 1963 and grants amounting 
to Rs. 8.88 lakhs received during 1963-64, from the State Govenunent. 

Out of a sum of Rs. 18.31 lakhs (lcan Rs. 12.66 lakhs and ,grant 
Rs. 5.65 lakhs) not utilised by 870 institutions up to November, 1963 
only a sum of Rs. 6.12 lakhs, (loan Rs. 5.37 lakhs and grant Rs. 0.75 
lakh) had been refunded t i l l  them. 

(c) Repayment of loans advanced by the Board, to the extent 
of Rs. 26.59 lakhs, was overdue on the 31st March, 1964 (as against 
Rs. 20.61 lakhs as on the 31st March, 1963). 

(iv) The Board disbursed, during July, 1956 and June, 1937. loans 
and grants amounting to Rs. 28,020 to the Hadoti Khadi Gramodyog 
Sangh, Baran, for starting leather industry. The money was to 'oe 
utilised by June, 1958, but up to September, 1962 the Sangh had only 
constructed a building at a cost of Rs. 14,000. The industry has not 
been started so far (August, 1961). 

(v) Thirteen m p e r a t i v e  societies and two other institutions 
which received financial assistance amounting to Rs. 2.70 lakhs (loan 
Rs. 1.54 lakhs and grant Rs. 1.16 lakhs) from the Board during the 
period 1W5-56 to 1961-62 fcr starting village industries were roported 
to be donnant; four of the co-operative societies have not furnish- 
ed (for over 1:7 years) utilisation certificates for a sum of Rs. 0.53 
lakh. On the Stst March, 1964 loans totalling Rs. 1.20 lakhs which 
had fallen due for repayment till. then were pending r w v e r g  from 
them institutions. 



(vi) On the 12th September, 1962 the Board advanced a sum of 
Rs. 13,600 to the Gramodyog Mandal, Ajmer for holding (in Octo- 
ber-November. 1962) 4 exhibitions; the Mandal is reported to have 
held only one exhibition (grant admissible Rs. 800). A sum of 
Rs. 6,838 out of the unutilised amount of Rs. 12,800, is reported to 
have been recovered so far (December, 1964). 

(vii) A paper plant (cost Rs. 13,150) purchased in July, 1962, 
for the Training-cum-Production centre, Sanganer, has not been 
installed (July, 1964) owing to non-completion of building. 

(viii) In June, 1962 the charkha with four spindles was replaced 
by a charkha with six spindles. Surplus spare parts of the charkha 
with four spindles (value Rs. 30,420) lying in the Saranjam Karya 
laya, Jaipur have not been disposed of (January, 1964). 

(ix) Under the scheme to manufacture soap from non-edible 
vegetable oils twelve schools received grants aggregating Rs. 6,000. 
Eight schools are reported to have not utilised the assistance nor re- 
funded the amount (October. 1964); four other schools which are 
reported to have purchased stores and equipment have not started 
the industry. 



APPENDIX XXXW 

(See para 3.11) 

Extracts from 47th Report of PAC 1965-66 

Kerala Khadi and Vilkge Industries Board, para 79, @ages 97-99, 
(Audit Report, 1965). 

(i) UtiIisation oj lbans and grants.- 
6.113. The Board received grants and loans aggregating Rs. 28.27 

lakhs and Rs. 2.38 lakhs respectively from the State Government 
upto the end of March, 1964; but utilisation certificates of grants and 
loans aggregating Rs. 6.65 lakhs and Rs. 2-25 lakhs respectively have 
not been furnished to Audit (October, 1964). Year-wise details of 
these cases are furnished below:- 

Period of payment Grant Loan 

(In Iakhs of rupees) 

6.114. The Committee referr& to the recommendation contained 
in the Report of the State Public Accounts Committee (196364) and 
desired to know whether a And decision in regard to the question of 
amending the Act to include a provision for placing a separate Audit 
Report before the ~egislatur; had been taken. The Secretary in- 
formed the Committee that the final decision had not yet been taken 
and the matter was still under consideration. The Secretary, Kerala 
Khadi and Village Industries Board added that the amendments 
were proposed to the State Government. In the meanwhile, a 
model Act was suggested by the All India Khadi and Village Indus- 



tries Commission incorporating therein all the amendments and 
these had been sent to State Government. The Board had already 
agreed to the amendments. The Secretary stated that there should 
be no difficylty in placing the Audit Report on the Table of the 
House. 

6.115. From the notes (Npendix XLVII) furnished at the in- 
stance of the Committee, it is seen that the question of placing the 
Audit Report on the Table of the Legislature is sWl being consider- 
ed by the Government. They regret to note that the recoxnmendation 
of the State Public Accounts Committee has n d  been implemented 
so far. They desire that i m n d a t e  aetion shaald be taken in that 
direction. 

8.116. The Committee drew the attention of the witness to the 
f i b i e  in the Audit Report and desired to know the action taken to 
clear the old outstandings, particularly in regard to the amounts 
drawn prior to 1962-63. The witness stated that out of a sum of 
Rs. 5.29 lakhs that was received from the State Government during 
1957430, utilisation certificates for an amount of Rs. 3.75 lakhs had 
already been furnished. Ut~lisation certificates for an amount of 
Fb. 1.53 lakhs were yet to be furnished. 

6.117. In answer to a question, the witness stated that the State 
Board came into existence only on 1st August, 1957. Before that all 
the schemes of Khadi and Village Industries were sanctioned by the 
Industries Department. In 1957-58, all the balance that was remain- 
ing with the Tndustries Department was transferred to the State 
Board. That amount was Rs. 5-29 lakhs grant and Rs. 70,000 ham. 

4.418. Tkt fkrmaittee suggest that vigorous steps should be taken 
to dear the OW outstandis relating to all thew pradiaus years. 

6.119. The Committee desired to know the ratio between the 
grant and the loan. The witness stated that it was accordmg to the 
approval pattern of the Khadi Commission. The Secretary further 
added that the State Government had carried two obwt ions .  They 
had paid the expenditure on staff and there were also four items of 
small industries which did not find a place under the Khadi scheme. 
These schemes were being looked after through the funds that w w  
provided by the State by way of loan and a small part of the grant. 
The Joint Secretary, Ministry of Finance, Government of India ia- 
formed the Committee that the loans and grants would vary accord- 
ing to the different schemes and also according to the performance 
and progress. Cost of certain items like establishment wab entirely 
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borne by the State Govemunent and that went as a grant. In reply 
to a question, the witness stated that loans could be more than 
grants. 

6.120. The Committee desired to know whether the financial posi- 
tion of the institutions was taken into consideration before the 
grants and 'loans were given. The Secretary, Kerala Khadi and Vil- 
lage Industries .Board informed the Committee that the main por- 
tion of the grant was for administrative expenses. While distribut- 
ing loans and grants to Societies their financial position was taken 
into consideration. On being asked about the break-up in regard 
to the portion relating to expenses on administration, the witness 
stated that under the Third Five Year Plan grant that was provided 
for expenses on administration in the State budget was Rs. 30 lakhs 
and Rs. 10 lakhs for financing co-operat~ve Societies. In regard to 
c&operative societies the Finance Secretary stated that managerial 
assistance was provided as grant and Rs. 10,000 was provided as loan 
for working expenses. On being asked about the basis laid down 
for advancing loans, the witness stated that there was difference in 
the pattern of assistance for each scheme. The total amount was 
worked cut on the basis of the amount for each scheme. 

6.121. The Committee desired to know as to how it was ensured 
by the F'inance Department that the grants and loans that were 
sanction& were properly utilised by the Board. The Finance Sec- 
retary iniormed the Committee that the Board had to prepare its 
budget a ~ d  send it on to Government. After the expenditure was 
incurred, the Board had to send the utilisation certificates and the 
grant wa:; regulated on that pattern. 

6.122. The Committee desired to be furnished with a note indi- 
cating th? total amount of grants received by the Board from the 
Khadi and Village Industries Commission and from the State Gov- 
ernment during 1963-64 and 1964.65, the figures of expenditure, pro- 
duction-targets and achievements and the number of schemej in- 
volved during these two years. The note has since been furnished 
and is at Appendix XLVII. 

6.129. Lt is seen from the Statements I and I1 to the Appendix 
XZIVII that the following loans and grants were received by the  State 
b d  during the years 1963-64 and 1964-65 for 'he various schemes 



from the IChadi and Village Industries Commission and thestate Gov- 
ernment: 

Khadi and Village Industries Commission 
--. ----- --- - -  . - -  -- 

Year Loan Grant 

. 
196364 - . Rs. 46.26 lakhs Rs. 26-94 lakhs 
1g64-65 . . Rs. 26-06lakhs Rs. r7.85 lakhs 

State Gooenmrarr 

Year Loan Grant 

1963-64 . . Rs. 0.76 lakhs Rs. 4.94 lakhs 
1964-65 . . Rs. 0.58 lakhs ' Rs. 4.88 lakhs 
- - - - - . - - - . - - - -- - -. -- - 

6.124. The above f igures indicate that the quantum of mistance 
received hm the !State Govt. is very much less, when compared to 
the quantum received from the Khadi and Village Industries 

6.125. It is also seen from the statements that the target of pro- 
duction 0 x 4  in respect of village oil for the years 1963-64 and 1964- 
65 was Rs. 100 lakhs and Rs. 116 lakhs respectively.and the cones- 
ponding production during the years was Rs. 61.22 lakhs and 
&. 80:91 lakhs respectively. 

6.m. The Committee hope tbat efforts would be made to achieve 
the targets of production fixed in respect of various schemes. 

6.m. The C o d @  would also like the Finance Department 
to ensarc that M e r  loans and grants are given after they am 
satisfied a h t  the proper utilisation of the sums grantmi earlier. 
(ii) Non-utitisotion or rnisuttliSation of assistance @wen by the 

Board.-- 

6.128. As part of its activities, the Board extends Anancial assist- 
ance in the shape of l o a d  and grants to cosperative societies and 
other institutions. Upta the end of March, 1984, the b a r d  had re- 
ceitsed loans and granb aggfegating Rs. W.80 lalrhr froia tBa, 
Khadi and Village Industries Commission, out .of which itnanoinf 



Ireeishmce was rendered to 1,222 institutions. The follow@g points 
were noticed in Audit.-- 

(a) Nan-execution of agreements.-No agreements to utilise the 
assistance on the objects ior which it ie given, have been executed 
with any of the beneficiaries. The Board stated (October, 1964) that 
steps were under way to have agreements executed. 

(b) Funds locked up in banks,-A sum of Rs. 1: 76 lakhs (Grants: 
Rs. 0.54 lakh and loan: Rs. 1.22 lakhs) given to 16 instftutions dur- 
ing December, 1959 to November, 1962 is still remaining unutilised. 
This includes Rs. 47,000 (Grants: Rs. 19,600 and loan: Rs. 27500) 
given in April, 1962 to Kaniampuram clay workers Co-operative So- 
ciety, Ottappalam, for a glazed Pottery Unit, the formation of which 
was reported to have been abandoned in December, 1963. 

(c) Misutilisation of assistance.-Assistance amounting to Rs. 1.28 
lakhs by way of loans and grants given to 12 institutions during 
periods prior to Match, 1964 was utilised for purposes other than 
those for which it was given. 

(d) 324 of these institutions which received loans and grants 
aggregating Rs. 12:04 lakhs are now defunct (October, 1964). 

6.129. The Committee desired to know as to why amounts were 
paid to institutions without the execution of agreements. The Sec- 
retary, Kerala Khadi and Village Industries Board informed 'he 
Committee that the agreements were executed by all the recipient 
societies in the form in which it was originally prescribed by the 
Rhadi Commission. According to the subsequent instructions of 
the Khadi Commission, a separate hypothecation deed had to be 
obtained from all these institutions. The Board was taking steps to 
get all the hypothecation deeds executed and this work was expect- 
ed to be completed by the end of December On being asked whe- 
ther the question of obtaining sureties had been considered to en- 
sure prompt recovery of the loans, the wi-tness stated that a-cord- 
ing to the bye-laws the President and the Mehlbers were responsible 
for repayment of the loan. He added that at  every stage there was 
a check to ensure proper utilisation of the amount. 

6.130. The Committee desired to know whether any action was 
taken in cases of diversion of the financial assistance. The witness 
stated that in four cases the amount had been recovered in full. 
On being asked about the amount that was involved in these four 
c a w  and the amount involved in the other 8 cams, the witness stat- 
ed that a sum of Ra. 4L500 under lean and Rs. 30,000 under grant 
had bean rcc~wred from the four institutions. In respect of the 
balance. Board was taking action ta sge that the assisSance was not 
locltsd#ugh t h a w *  , * -  ! 



6.151. The Committee desired to tnow the action takan in nagtrd 
to the 324 institutions which had received loans and @ants aggr8- 
gating Rs. 12 04 lakhs and which hed now betome defunct. The 
witness stated that out of 384 institutions, loans and grmts from 45 
institutions had been completely recovered. The amount outstand- 
ing now was Rs. 10.14 lakhs. On being asked about the break up 
of loans and grants the witness stated that out of Rs. 1204 lakhs, 
Rs. 7.14 lakhs were loans and the balance was the grant. In r e g y  
to a question, the witness stated that initially there was some d m -  
culty . 

6.132. In reply to a question in regard to the 1,222 institutions 
mentioned in the Audikt Report, the witness stated that ou of 1,222 
institutions, nearly 1,000 were constituted under the co-operative 
Societies Act while the remaining were under the Charitable Socie- 
ties Act. A monthly performance report in respect of societies was 
received and on an average 800 to 900 reports were received. 

6.133. The Committee suggest that further assistance to the insti- 
tutions should be stopped immediately in the event of any diversion 
of funds for purposes other than those for which the assistance is 
given. Strict k t c h  should also be kept over the institutions to 
whom assistance was given to see that they are functioning properly. 

6.134. ' ~ r o m  the note (Appendix XLVIII), funrishd at the inst- 
ance of the Committee it is seen that the 324 institutioas became 
defuaet during the period from 1958 to 1863. Loans and grants 
from only 45 institutions have been recovered so far and the amount 
of Ba 10~14 fPlEhS is still outstanding. They hope that early steps 
would be taken to r e a k  tbe outstanding amounts. 

(iv) Uwcounted goods : 

6.135. Khadi goods cdsting Rs. 0.96 lakhs acquired by the Board 
for the Khadi and Village Industries Exhibition held at Trivarrjrum 
in October, 1958 are  to be accounted for (October, 1964). Certain 
officials who were in charge of the exhibition were held responsible 
for the loss in July, 1962; but the loss has not been made good 
(October, 1964). The Board has not (October, 1964) brought this to 
the notice of the State Government or of the Khadi Commission. 

6.136. The Secretary, Kerala Khadi and Village Industries Board 
informed the Committee during the course of evidence that after 
the Khadi and Village Industries Exhibition held in Trlvandrum in 
O d o l ~ r ,  1858 was cwer a Central godown was opened and the geo& 
were transferred to that godown. There were certain invoiccs which 
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were not properly a c h w l t d g e d  by the persons who were in the 
office at that time. On being asked about the action taken against 
the persons responsible, the witness stated that the explanation from 
the persons ooncerned had beem received. The explanation was 
being scrutinieed and a decision would be arrived at. On being 
asked about the ammut of loss, the witness stated that the Audit 
was now being conducted to assess the exact a m a t  of loss. When 
the Committee pointed out that the exhibition was held in 1958 and 
no action had been taken so far to ascertain the actual loss the 
witness stated that somehow it had not been done. 

6.137. The Committee d ~ e w  the attention of the witness to the 
inspection report d the A m n t a n t  General for the year l963-64 
and pointed out that according to the report fur the^ action had been 
dropped because the persons concerned did not reply. The witness 
informed the Committee that further action had not been dropped. 
There was further inspection of the accounts by the time the ex- 
planations were called for. It was thought that unless the entire 
accounts were audited, the Board would not be able to fix the res- 
ponsibility. The witness added that the case was being pursued 
and the Board was trying to find out the exact amount of loss to fix 
responsibility on those responsible. 

6.138. The Committee desired to know as to why the loss was 
not brought to the notice of the State Government or the Khadi 
Commission. The witness stated that the Government and the 
Khadi Commission were not informed in 1958. Now the Govern- 
ment and the Khadi Commission had been apprised of the case. 
On being asked as to why action was not taken to inform the autho- 
rities till October, 1964, the witness stated that the impression till 
October, 1!W was that the estimated deficit was Rs. 10,000. Action 
was taken and the matter was also before the Board. 

6.139. The Committee desired to know whether or not the Finance 
Deptt. took serious notice of the fact that even irregularities were 
not reported to the Government by the Board. The Finance Secre- 
tary informed the Committee that since the case was braught to the 
notice of the Finance Deptt., the Deptt, would take a serious notice 
of the case and action would be taken against the perms respon- 
sible. In reply to a question. the Secretary, Industries Deptt. in- 
formed the Committee that the Board had proposed to address the 
State Government separately on this subject and that mport was 
atikl awaited. He added that in the light of the discussion, which 
had taken place during the coulse of the examination of this Audlt 
para, the Deptt. would immediately initiate action without awaiting 
106 (Mi) L8-m 



the report from the Board so that a thorough examination of the 
whole case was done and suitable action taken as early as possible. 

6.140. The Committee regret to point out that there was inordi- 
nate delay on the part of the B o a .  in assessing the b s  in this case. 
I t  is only now that audit is being conducted to assess the loss relat- 
ing to the period of 1958 

6.141. The h i t t e e  are further surprised to note 'that no action 
was taken by the Board to inform either the Government or the 
Wadi  Commission till October, 1964 for which it appears no serious 
notice has beem taken by the Industries Department or the Finance 
Department. They suggest that early action should be taken against 
the persons responsible for the loss and a report submitted to the 
Public Accounts Committee. 

(v) Loss of stores in Klmdi Gmmodyog Blmvans: 

6.142. The Board maintains 9 Khadi Gramodyog Bhavans, one 
in each District of the State, for propagating Khadi and Village 
Industries. Saleable articles like handicrafts and wlloge industries 
products costing about Rs. 30,000 purchased prior to 1958 are re- 
maining unsold in these Bhavans (October, 1964). In the Bhavan a t  
Trivandnun, Khadi goods costing Rs. 47,934 were reported to be mis- 
sing (July, 1963). The Manager of the Bhvan was placed under sus- 
pension in May, 1963; an enquiry is reported to be in progrrss (Octo- 
ber, 1964). 

6.143. The Committee desired to know whether the enquiry about 
the missing Khadi goods against the Manager. Khad~ Gramodyog 
Bhavan, Trivandrum had been completed. The Secretary stated that 
the enquiry had been completed and steps were being taken to pro- 
secute the manager. In regard to the amount of Rs. 47,934, the wit- 
ness stated that according to the usual procedure, if there was any 
excess in similar or near similar varieties these would be adjusted 
towards deficits in these varieties. The actual amount might be 
about Rs. 18,000. In reply to another question, about fixing of res- 
ponsibility the witness stated that the amounts paid by some par- 
ties through money order were not brought into account. There 
were also certain credit sales made to certain bogus persons who 
were not in existence at all. On being asked about the quantum 
of work in the Bhavan where only a manager was appointed, the 
witness stated that the Bhavan was a small unit with a stock worth 
about Rs. 50,000 to Rs. 60,000 at a time, and the loss had occurred 
in the counre of four or five years. Apart from the Manager there 
was only a boy Assistant at that time in the Bhavan. 



6.144. The Committee hope that early action would be taken against 
the Manager of the Bhavan. 

6,145. The Committee would also like the Board to devise a pro- 
cedure whereby such cases of defalcations do not remain undetected 
for a long period of time. 

(viii) Payees' acknowledgements not made az~ailab2e t o  audi t :  

6.146. In 1963-64 payees' acknowledgements in 404 cases for 
Rs. 21,52,296 were not made available for scrutiny during local audit. 
Payees' acknowledgements, in respect of 74 cases for Rs. 4,11,489 
relating to 1961-62 and 144 cases for Rs. 11'82,789 out of 154 cases for 
Rs. 14,49,297 relating to 1962-63 mentioned in paragraph 65, page 
86 of the Audit Report. 1964 were still not made available (October, 
1 W ) .  

6.147. The Committee desired to know the steps taken by the 
Board to obtain the acknowledgements. The Secretary, Kerala 
Khadi and Village Industries Board stated that the Board had col- 
lected some acknowledgements and subsequently many items had 
also been shown to audit. In reply to a question, the witness stated 
that the stamped receipt received was kept in the loan file. The 
payees' receipt was the formal receipt sent b y  the institution from 
their printed receipt book. 

6.148. The Committee would like to point out that the absence of 
payees' receipts is fraught with financial risks. They, therefore, 
suggest that steps should be taken to obtain proper receipts promptly 
from the institutions concerned, invariably in all cases. 



APPENDIX XXXV 

(See Para 3.23) 

Audit Report, 1964 (Gujarat) Gujarat Rajya Khadi and Gramodyog 
Board. 

Point No. 12:-It has been stated in the Audit Para that a sum 
of Rs. 49.361 (out of a grant of Rs. 1.65 lakhs) being the unspent 
amount of assistance received by the Vidyalayas in Ahmedabad 
(which closed down in 1961) has not been refunded to the Commis- 
sion so far (October, 1963). 

How much money out of Rs. 1.73 lakhs was actually spent and 
how much refunded? 

Reply:-Against the grant of Rs. 1,72,750/- the expenditure in- 
curred by the Gujarat Rajya Khadi and Gramodyog Board on the 
Vidyalayn was Rs. 23,4021-. The unspent balance of Rs. 1,49,348' 
was refunded by the State Board to the Commission as under:- 

Arnoun t Date of refund 
- - - - .  - .  

Rs. r,oo,ow . 16-1-1962 
Rs. 42,028 21-3-1964 
RS. 7,320 . 309-1964 



APPENDIX XXXVI 

(See Para 4.1, 5.3) 
(ANNEXURE 'G' to the ACCountsofKIVC) 

Jcatemmt showing the Details of Loans paid to rh Insfiturias and R e c 4  
made during the year 1963-64 

S1. Particulars Balance as on Payment dur- Recovered Belance as or, 
No. I-4-1g63 ing 1963-64 during 31-3-1964 

Rs. 
m 3 4 4  

Rs. Rs. Rs. - -- 

I. Traditional Khadi : 

(a) Working Ca- 
pital for production 
and Sale of Khadi . 20,72,53,404 4,61,14,528 2,85,8a,394 u,47,85,538 

(b) Construction of 
Godowns under In- 
tensive area . 

(c) Purchase of 
Opening and Carding 
Machines' . 

( d )  Construction 
of Common Work- 
sheds for Wool Wea- 
vers . 

(e) Cotton / Wool 
Cocoon Purchase j 
Dyes and Chemicals 

(f) Consvuction of 
Building for Bhnvans 
etc. 

(g) For product ion 
of Silk Khadi 



11. Ambar Charkhu Programme : 
8 

(a) Hire Purchase 
(6) Working Capi- 

tal for pmduction of 
,Sale of AmbarJYarn 
Cloth 

(c) Working Capi- 
tal for Manufacture 
0fA.C. sets and small 
Saranjan Karyalayas 

(d) Construct ion 
of Godowns 

(e) Non-recurring 
expenditure for es- 
tablishment. of finish- 
ing centres . 

(f) Share Capital, 
Capital formation . 

(g) Renovat ion 
o f  Charkhas 

( h )  Setting up of 
Kilns . 

(11 Model Pro- 
duction centres . 

I l l .  Advances to 
Stole Boards . . 1 ,40yooo 1,40 ,m 

Village Indcurries 



6. Ghani Oil 3,89,33&7 141~53,835 r729,16,542 381970t940 
7. Handmade Paper 7748,248 1242,026 13,@,701 7657,573 
8. Gur & Khandsari 93,32,964 ' 29,23,672 11,80,023 ~~10~76,613 
9. W m  Gur . 99~9,925 93,01,g74 32,80,635 1~59,41464 

10. Handpounding of 
rice & Atta Chakki 2,37,13,970 95,553123 5601,343 2,61,61,750 

I I. Intensive Area 
Scheme . . 6,44,687 . . 84,628 5&,059 

12.Fib1-e . . I9,60,509 14,02,701 5~88,336 27,14874 
I 3. Gramodyog 

Sales D e p t  . r2,36,962 3,26400 2~9 ,332  13 33830 
34. Carpentry & 

Blacksmithy . 1,13,583 2,38,500 1,63,481 11,88,602 
15. Lime Manufac- 

turing . 2,35,500 3,693500 32,342 57729638 
16. Construction 

of Gas Plant . I 48,380 I ,78,962 9,252 3 ~ 1 % ~  
r ,7. Share Capi ti11 . 20,000 . . . . 20,000 

rri .  Advances to State 
Boards . . . 4,25,000 . . 435 ~~ 



APPENDIX XXXVII 

(See Para 4.7) 

;It has been stated in reply to question that 18 Co-op. Societies and 
Institutions financed by the Commission from whom confirmation of 
balances was due have stopped functioning. 

How many such societies and Institutions which received assist- 
ance from the Commission and those which received assistance from 
the State Boards (to be indicated separately) became defunct before 
Msrch 1965 and from what date? 

%ply.-A statement showing the societieslInstitutions which re- 
ceived assistance from the commission and have not confirmed the 
Itcan balances as on 31-3-64 but ceased functioning before March 65 
is enclosed. The year in which they have been treated as defunct 
etc., for the purpose of taking action, legal where necessary, is indi- 
aated against each. 

Similar information in respect of the societies~Institutions which 
received assistance from the State Boards has been called for and 
will be furnished on receipt. 

Statemant shaPing the i t r t t i t l l h  which are t r ead  ar Dcfvnct etc. from which 
Carfinnaha of b&nces at a 31-3- not received before 3/65. 

A. Khadi 

S1. Name of the Institution 
No. 

Year in 
which tma- 
ted as 
dtfunct etc. 

I .  Rajjthan Seva Smgh, Dungarpur (L) . 1963-64 
2. Bhopal Rajya Khadi Grarnodyog Sangh, Sehc re (L) . 1 95 9-60 
3. Vishvarnitra Gramodyog Sangh, Chadli (L) . . 1960-61 
4. Punjab Khadi Seva Sangh, Kapurthala (I.) . . 1960-61 

--- ---- - -- - - -- - - . - v - . - * <  - - - --- ---- - 
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S1. N 1 - 2 3  of th~~Lnstitutioiis/Society Year in 
NO. which 

treated as 
defunct 
etc. 

r r  K3zhkot Oil M:n's Coop. S o y .  M~lerkotla, Punjab . 1-1 
r 2  K ~ l l l i w ~ p l r  M. P. Cmp. Socy., Ekanpm Sarai, Bihar . 1960--41 
13 Gaurabnagar M. P. Coop. Socy., Gaurabnagar, Bihar . 1960.41 
rq Putljab Khzdi Gramociyog Samiti, Ambala Cann. I . 1960-61 
zs J i y a g d ~  T.vl?:rs Cwp. S ):v , Tiylquda, Hvderabad , 1960--61 
36 M13hy~ Bhardt C3llcctive F~rming Asscn. Guna, M.P. . 1-1 

17 Hanipx~nding Coop. So. Ltd., Shcshddirpurarn, Bdngdlore 1961-62 
r8 Gram3dyog K h ~ d i  Samiti, Valldbgram, Rajasthan . rg6r-62 
$9 Thottuwlkh~m Regional Coop. Socy., Alwaye, Kerale . 1961-62 
23 Consurnsrs Cmp. Socy., Baran, Kotan, Rajasthm . 1 9 6 1 4 2  
21 Najibabad Tel Udyog Sah. Samiti, NijibdbadlUP . . 1961--62 
22 Tel Ghani Udyog Sah. Samiti, Dhanpur, Bijnor UP rgdo-61 
23 Gramin Tel. Udyog Sah. Saniti, Basta, UP . 1 9 6 1 4 2  
24 Tel Udyog S h .  Samiti Ltd., Chandpur UP . rg6o-61 
25 Oil crushing Coop. So., Mangal takram, Delhi . . 1961-42 
26 Samaj Kalyan, K P. Koad, Niketan, Lucknow . . 1960--61 
27 Kshetra Vikas Samiti, Burhar, Shadal, h1.P. . 196o-41 
28 Brahapur Thumbshong Oil crushing Coop So Ltd , 

Imphal, Manipur . 1961-62 
29 Poona Harijan Uplift Socy., Poona . 1961-42 
30 Banswara Jilla Seva Sangh, Raj . I%I--62 
3r Chamzkar Sahdkari Sabha Ltd., Borwani . . r y 3 - 4 1  

Khadi Gremodyog Kshetra Samiti, Fetehganj . 
V~ndya Khadi & V. I. Asson., Rewa .MP 
Bhopal, Rajya K. G. S. Bhopal . 
Sarvodaya Khxii Yam Sivechik Samnj Kalyankari Santha, 

Minapur . 
Amar Blharati Chandarbani Dehan Dun UP . 
Gram Kutri Udyog Sah. Samiti Ltd., Sihana, Dt. 

Mathura . 
,U~njeri Gramodaya Khadi Sangh, Manjiri, Kerala . 
Naduvallore Gramodaya Khadi Sangh, Kakkur, Kcrala . 
Pulp rndung Unit, Vennar Bank, Tanjore, M a d  . 
Madras c o t w e  & V.I. Socy., Rnyapuram, M a h  . 
GramodyogS&.SabhaBind,MP . 



S1. Nsmes of the Institutions/Society Year in 
yo. which treated ar 

defunct 
etc. 

Trayancore Palmgur I'roducts Vyavasayak Coop. Socy., 
Mankad, Dr. Kanyakumari . 1963-44 

Paschim Ranga Ghani Shilpa Samabaya Mahansangh Ltd. 1963-64 
Krishngar Cmp., H.P.R. Prodn. and sdc Socy., Ltd., 

Rajmundry . . . - 1963--64 
G. & I(. Gr:tm lldyog Sah. Sarniti Ltd., DaLnone, Dt .  

Rarclly . . 196344 
Collective Coop. Furmine So. I,td., Dt.  Balaghar, MP. . 1963-44 
G mich i d  N ~ e r i  G r ~ m  Seva 'Trust Dhahphal  Ta l  Paithan, 

I)t. Xurangabd 196344 
Kcral Paper Institute, TrivnnJrurn . 1954-45 
Kotwalwadi Gram Scsu Sangh, Ncral I 964-45 
'Telcgaon ' I ' i t y  Gram S C V ~  Samiti, Telcgann . 196f-65 
Gramodyog S.lwiti. Kurudwadi : . 1 9 6 f d e  
Rain3 Kol11un.1 .li.l'. Gwp. S o q . ,  Ltd.? .\ius:iffarpur . 1Mf-65 
PoL)hmpdi Oil l 'rducers Coop. Socs. LrJ., Po dmpadi. rg61dg 
Jayahharathi Ghitni Oil Producers and Sales C h y .  So. Ltd.. 

Fluru . !1964--65 
Km3kadun.a Ghani 011 Pro.iu:tion and S d c  C q .  So. 

LtJ .  , 1sE;ja.c 
S ~ g h a n  Kchctr I Vik:is Sarniri Ilhanaure, Disr. . \ l o r ~ ~ i ~ h d  

U.P. 1962-63 



APPENDIX XXXVIII 

(See Para 4.42) 

Audit Report, 1964 (Bihar)-Bihar Khadi & V. I. Board 

I t  has been stated in the Audit para that Government explain- 
ed in January, 1964, that according to the existing provi- 
sions of the Act, the implementation of these schemes 
(Fibre Industry and Blacksmithy and Carpentry) was 
not within the scope of the Board and that funds were 
obtained by the Board from the Commission, in anticipa- 
tion of an  amendment to the Act which had not mate- 
rialised till t h e a  

A note explaining how this happened may be furnished. 

Reply.-The Commission released the following funds to the 
Bihar State Khadi & Village Industries Board for Fibre and Black- 
smithy and Carpentry Industries prior to 21-7-1964 in accordance 
with Section 2(h) of the Khadi & V. I. Commission Act, 1956. 

I.  Fibre Industry . .. . Rs. 1~38,660.00 

2. Carpentry & Blacksmithy . Rs. 63,500.00 

TOTAL . . Rs. 2,02,160.00 

It was pbsequently found that these two industries were not 
included in the Bihar State Khadi & V.I. Board Act (Bihar Act 
MV of 1W). The industries were included in the Bihar Khadi 
& V.I. Act by Government Notification No. 11159 dated 21-7-64 
(copy enclosed). When the funds were released, the absence of 
the provision in the Bihar State Board Act for the implementation 
of these two industries in question was not noticed. The question of 
giving retrospective effect to the Government of Bihar Notification 
dated 21-7-64 above will now be taken up  with the Bihar State 
Government. The competence of the respective State Boards to 
irnpl&ent the schemes under the various industries, will be exa- 
mined while considering the demanh of the State Boards in future. 



DEPARTMENT OF INDUSTRIES & TECkfNICAL EDUCATION 
NOTlFiCATION 

In accordance with the authority vested in the State Govern- 
ment under Section 2(d) of the Bihar Khadi & Village Industries 
Act (Bihar Act XIV of 1956), the State Government are hereby 
pleased to notify that the undermentioned village industries be 
added to the list of industries given in the schedule to the afore- 
said Act: 

12. Fibre Industry 

13. Manufacture and use of Manure and Methane Gas from 
Cowdung and other waste products. 

14. Lime stone and its products (excluding cement). 

15. Blacksmithy. 

16. Carpentry. 

By order of the Governor of Bihar. 

(Sd.) R. T. SINGH 
Secretary to Government. 

Notification No. 11159 Dated, Patna, the 21st July. 1964. 

Copy forwarded to the Chief Executive Omcer, Bihar State 
Khadi & Village Industries Board, Boring Road, Patna for infurma- 
twn with reference to his letter No. 2922 dated the 26th July.  1963. 

(Sd.) ILLEGIBLE. 
Secretary to Government. 



APPENDIX XXXLX 

(See Para 5.7)  

Annual account of K W i  and Village Industries Commission, for 1963-64 Annexure 'G' page 8, Item IZ(d) construction of 
Godowns. 

What is the total amount spent so far by the Conlmission separately under 'Khadi' and 'Village Industries' on the construction 
of Godowns? Year-wise expenditure under both heads may also Ilc indicated. 

Reply : The total amount disbursed so far by the Commission on construction of godowns is given below: 
. - - -- - ----- - - - -- - - - - - - - (Rs. in lakhs) 

KHAD 1 VILLAGE INDUSTRIES 
Year 

- -- - - -- - - - - - - - - - - 
Grant Loan Total Grant Loan Total Grand 

Total 8 





APPENDIX XL 

(See Para 5.47) 

Point No. 5:-A note explaining item 7 in table 3 of the annual 
&port 1964-65 and reconciling the figures with the statement made 
in para 3.15 of the Report. 

Reply:-Item No. 7 of Table 3 on page 35 of the Annual Report 
of the Khadi and Village Industries Commission for 1964-65 indicates 
increase in the percentage of grants to production in 1963-64 as com- 
pared to 1962-63. 

The increase in grants in 1W-64 mainly occurred under the 
following schemes: 

(i) Khadi-Rebate and Subsidies 

(ii) Training 

(iii) Integrated Development Programme 

(iv) Hill and Border Area Programme 

(v) Establishment grant to State Boards 

Between 1962-63 and 1963-64, sales of K h a h  increased from 
Rs. 20.37 crores to Rs. 22.58 crores or by about 10 per cent. Besides, 
in view of the introduction of Free Weaving Scheme from 1st of 
April 1964, as many rebate and subsidy claims as possible for the 
year 1963-64 and the past had to be cleared during 1963-64. This 
resulted in the increase of about Rs. 30 lakhs in expenditure on 
rebates and subsidies during 1963-64. 

Ekpembture on the training of spinners on the Ambar Charkha 
increased from Rs. 1440 lakhs in 196243 to Rs. 40.02 lakhs in 1963-64 
owing to the enhancement of the period of training and refresher 
cmrsm on Ambar Charkha renovated or converted-from 4 spindles 
to 6 spindles. 

3. Owing to increase in the number of Gram Ekai Units from 566 
f 1962-63) to 1269 (1963-64) the expenditure increased from Rs. 10.79 
lakhs in 1962-63 to Rs. 21.28 lalchs in 196344. 



C The Hill and Border Area Programme was a new feature in 
1m-64 and the disbursement on this account amounted to about 
Re. 3.03 lakhs. 

5. Establishment expenditure to State Bo- increased owing to 
Commission's sanctioning l(r0 per cent assistance for the appoint 
ment of F.lks, and C.A.Os, and their st* to. State Boards in 1983-64. 
The expenditure udder this scheme increased from Rs. 4.60 lakhs in 
ltRlZ"63 tb &. 6.13 l M a  in 196349. 



APPENDIX X U  

(ANNEXURE "F" to Accounts of KVIC) 

Statement shocoing the results of rhe Trading Operation of the Commiss~~on 
at the end of the Year 1963- 64 

S1. Name of the Trading Unit Surplus Deficit 
No. 

Rs . Rs. 

Khadi 

t. Bmpord 
I. New Delhi . 3,64364 
2. Madras . 49,932 
3. Calcutta . - 17,440 
4. Bangalore . 32,712 
5 .  Punjirn (Goa) . - 
6. Apani Dukan, Bombay . 7,614 

11. Production a d  Sales Cennes 
I.  Ln Andhra . 25,693 
2. In Kashrnir 13,050 
3. In Madhya Pradesh (Rewa & other 

centres) . - 
4. In Simla . n2 
5. InZonalDG.ecror,Ujjain(Yarn/Ac.) - 
6. In Bengal and Assam (Endi, Silk & 

Khadi) . - 

IZI. Saran;iam Karyalaya 

IV. Cmtral Supply Committee 



Sl. Name of the Trading Units Surplus Deficit 
No. 

.- . - 

V. Ambar Charkha Programme 
I .  Ambar Charkha Production A/c. 

(H.O.) 
2. Ambar Saranjarn Bhandar, Ahmedabad 

VI. Cotton Pwckar4 

Dimor cotton, Bombay . 
Director, Tirupur . 

Purchase of K M / Y a r n  60 % 
Value 75% Value 

Asstt. Director, Dhanvar. . 

Director, Uj jain (Vastraswavalamban 
Scheme) . 

Khadi Gramodyog Vidyalaya, Nasik 
Asstt. Director, Asisam (Rampur) . 
Director, Lucknow (Wool A/c.) . 
Director, Lucknow (Yarn A/c.) . 
Director, Bangalore (Yarn Ale.) . 
Director, Bangalore (Waol A/c. 'and 

Raw Wool A/c.) . 
Asstt. Dimtor, Hyderabad (Raw 

Wool) . 
Director, Parna (Raw Wool) . 
Director, Ujjain (Raw Wool) . 
Dimor, Trivandnun (Yam Ale.) . 
Dimor, Lucknow (Additional Work- 

ing Capital) 
DIiector K. S. C. (Civil Supplies A/c.) 
Director cotton Bombay (Raw Wool). 

(Comma Balancc aheet under moai 
Account) * 

1s. Dy. D h o r  (Wool) Banbay . 



S1. Name ot ihe ~ r * d i @  units Deficit 
No. 

16. Director, Lucknow (Amber spare , 
Parts) . - - 

17. Khadi & Village Indusfrjes Com- 
mission Cannanore Scheme . - ' i,oi,553 

- + 18. Director, Jaipur (Raw wool) . . ' r5,1& - 
rg. Ditector, LUCkt~ow (Raw Wool) ; - - - - - ----- 

TOTAL . . Rs. 17,18,82tj@)@ 3,66,6 jg(C) 
- - - -- - 

(A) Represents savings in trade discouhts. 
(B) Avinst this c2rtain sxvice and overhead charges are adjustable. 
:C) The Surpluss anl d:fi~its shown above have baerl arrlvcd at without 

t~kin: ilco ac:ount charges on account of interest oa capital. 



AqPErlEPIX X]C?II 

(See Para 5.52) 
Annual A c c o w  ofJd(h@i and . . *  ,V.L $onpission for 1963-64 

'n Annexure 'F' ,statement fhowjng the results of the Tpding 
Operations of the Cqmmission at the e n d  of the year 1963-64, surplus 
and deficit have been indicated. 

What is the percentage of loss on production p d  sale in  the case 
of trading units in ,West Bengal .and A s p m  (Year 1963-64)? 

Reply: 

The Trading actjvity in .We@ Bengal an$ Assam referred to at  
item No. 6 under "II-Production and Sale Centres" in Annexure 
"F" to the Annual Accounts of the Commission fpr 1963-64 was prac- 
tically closed in October, 1962. The figures of productian, sale and 
percentage of loss P 19$3-6-4 are giyen below: 

Loss sustain4 Production . Sale Total Percestage 
(2 plus 3) of loss over 

prodn. and w 

The Agure of 'pro&ctton' appearing in the trading 3ccou~ts  for 
the year 19634  repreeents.mainly production on a small scale from 
the yarn purchased from the 4/6 Spindle Charkha Centres, Ccdlec- 
tion of yarn which was with the weavers, etc. 

The figure under 'sales' represents transfer of stocks to other 
institutions to the extent of Rs. 10.58 l a b s  and actual sales to the 
extent of Rs. 2!06 lakhs. The loss is mainly due to payment of sala- 
ries and wages (Rs. 1.03 lakhs), retrenchment ben&t to staff (EL. 
1.49 lakhs) rents 5pd taxes (Rs. 39,000) etc. 

For fnformrrtio& h q v e ~ r ,  9 s,@te~pent,& qclosed showing pro- 
duction, sale apd -percentage eQ lass & the  yeqrs 195748 to 1963-54. 



Sccrtaruru showin# ths pncauaga of IOU on production a d s &  in tiu Trading Units in Wart Bengd and Anam 

SL Ytar Pn,flt/Loss sustained Production Sdes Total of Produc- Pacentage 
No. tion and Salt 

I. 1957-58 . . r7,916.08 (Profit)' 7,37452'84 8,97A57Os 56 16,34923 -40 f 1 -09% 



(See Para 5.66) 
Annual Report 1964-65 (Psra 5 2 )  

The report indicates that stock of Khadi had gone down by 
Rs. 2 crores & Rs. 51 lakhs. But on the trading account for the year 
ended 31-3-1965 there was an increase of Rs. 1.7 crores. 

What are  the reasons for this increase? 

Reply: 

The figures of stocks of Rs. 11.35 crores on 31-3-1965 knd Rs. 13.86 
crores on 31-3-1964 appearing in para 5.2 on page 43 of the Annual 
Report of the Khadi & V.I. Commission for 1 M  do not include 
the figures of stocks pertaining to direct trading activities of the 
Commission. 

2. In regaid to the trading activities of the Commission, the 
position of stocks was as under:- 

The main reasons for the inmase in stock are as under:- 
( i )  Opening of a new KG. Bhavan at Bhopal 

during the year 64-65 . . Rs. 11.00 I d s  
( i i )  Adjustment as 'purchhascs' of Sub-standard 

cloth procured in previous year but exhi- 
bited under 'Advmces against purchase' 
in that year . . Rs. 39.00 laldu. 

(iii) Stocks in transit against A.T. Supplies a6 
justable as ' S h '  on rrceipt of confirma- 
tion fmm receiving Govt. Deptts. . . Rs. 97-50 1Plrhs. 



Point No. 12: 

It was stated in evidence that the net lass in all these transac- 
tions relating to sub-standard Khadi .was Rs. 34 lakhs. '3ut in the 
statement attached to the reply to Question No. 23, it is stated that out 
of goods valued at Rs. 19,272,357.08 (CoL 3) the sale proceeds realised 
Ii6 Rs. :7,lfr,B8.00 (Cdl. 13) and the amount mlimble is Rls. 26,25,315 
(CoL l14). Therefore, the k s  according to this stdtement 4wdd 'be 
axmt .R& 94 'l*. 

What is the correct position of loss? 

RepJ.g.-rne position about drsposal. of .sub-standard ab th  anti the 
net loss involved is as under: 

1. Sub-standard Khadi stocks of gross value of Rs. 192.72 lakhS 
w e  purchased by the Commission for Rs. 129.45 lakhs. (Cola 3 
and 5 of the statement enclosed to reply to Qn No. 23). 

2. m e  agencies to wbom the stock belonged, scaled down the 
?Value of these stocks by Rs. 6537 lakhs as shown in Col. 4 of the 
otatcbment mentioned above. This amount includes (a) 20 per cent 
n o d  rebate, (b) 9 per cent whole-sale discount, end (c) further 
discount allowed by the Agencies from their own funds. 

3. Out of the stocks puchased by the Commission fot Rs. 129.45 
lakhs, the Commission so far sold stock (of the purchooe value of 
Rs. 125.59 lakhs--Col. 6) for Rs. 99.81 lakhs (RE. 99.61 lakhs plus 
packing charges of Rs, 0.20 lakhs); increasing a direct loars of Rs. 25.98 
Inkhr. 

4 Thus, a sum of 33s. 3B.81 lakfis (Col. 12) Mame recoverable 
froin the agChc!es purchasing the stocks which included a sum of 
Rs. 020 lakhs (Col. 11.) by way of packing charges. !Phe C m m  
has so far realised Ib. 71.56 'lakhs (CoL 13) anil the balance of 
Ra.'%b hdrb '(Col. 14) In still realisable. Stbck worth Ra. 9.86 
Mdrs (Col. 13) still remains to be sold. 



6. Against the sum of Rs. 37 l a b  sanctioned by the Government 
of India for disposal of these sub-standard stocks at  reduced rates, ' 

an expenditure of Rs. 33.98 lakhs has been incurred so far. This 
expenditure of iRs. 33.98 lakhs represents (a) loss of Rs. 25.98 lakhs 
mentioned in para 3 above, and (13) i t h e h s  of Rs. 8 lakhs incurred 
in the sale of accumulated stocks under the earlier scheme of dis- 
posal of such stocks of 'Khadi through the institutions themselves by 
allowing (i) reduction in price, to be shared on the basis of 60-50 by 
the Commission and the institution and (ii) by grant of additional 
special rebate. 



APPENDIX XLV 
(See Para 5.85) 

Point No. 8 

What are the Annual Rents paid by the Commission for their 
oBce buildings, godowns etc. in Bombay? What annual rent is paid 
for various buildings in different parts of the country? 

How many buildings the Commission own in different parts of 
the country? 
Reply: 

I. The annual rents paid by the Commission for the buildings 
and godowns in Bombay and other parts of the country as indi- 
cated below: - --- - ----. 

(a) For Trading Units . . 18,521 '82 Details in Annutun 
'A'. 

(6) (9 For non-trading units Royal 
Ins. Building . 152964.90 

(ii) Godowns (Mahalaxmi Go- 
down) . 14,127'72 

TOTAL 489614.34 

(2) In other pmU of the COICnt*Y 
(a) For Trading Units . . 4,02,138.86 Details in Amexure 

'B'. 
(b) For non-uading Units . . 2,26450.32 D&~S in Annarun 

'C'. 



11. As regards the number of buildings owned by the Commission 
in difPerent parts of the country. me information is given below: 

S1. ' Place where the Commission No. of Value 
No. has got its own buildurg(8) building 

5 Nilokheri' . I 39161655.65 

TOTAL . 5 35,06304.59 
--.--.---- - - - 

It may be stated here that all buildings (including sheds, godowns, 
etc.) situated at one place have been taken as one item and shown 
against the above said places. 

ANNEXURE 'A' 

Srw n m  shming the details of Annual Rent paid by the Trading Uniu 
of the Commission in Bombay. 

S1. 
No. 

Annual 
Name of the Trading Unit Rent paid 

(Rs. P.) 

I Ambar Charkha Production Section, Account Head 
Office, Mahahmi, Bombay. 7,200.00 

2 Central Supply Cornmince, Bombay ( A X .  Section), 
Bombay . . 3,000-00 

3 Central Supply Committee, Central Godown, Bom- 
bay . 5,574' 12 

4 Dy. Dimor, Wool ( h d a s c  from outside), Bombay. . 898.50 

5 Director, Hand Pounding of Paddy, Bandbay . I,a)9-20 

TOTAL . 18,521-82 
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ANNEXURE ;'B' 

Statrmenr showing the details of Annual Rent paid by the Tradirrp Units 
of che Commission outside Bombay 

. _ _  _I_____I__ _ ___ I___I._ - __.-.. __ -- 
Sl. 

No. Name of the Trading Unit 
Annual 

Rent paid 

a * K W  Gramodyog Bhavan, Calcutta . 
-a , W i  GramoJyog Bhavan, Madras. 
.3 Khadi Gramodyog Bhavan, Bangalore 
4 Khadi Gramodyog Bhavan, New Delhi 
5 Khadi Gramodyog Bhavan, Goa . 
6 Khadi Gramodyog Bhavan, Bhopal . 
7 Ambar Saranjam Bhandar, Ahmedabad 
8 Director, Kakinada 
g Direaor, Calcutta (D.T. A.) . 

10 Production & Sales Centre in Kashmir 
11 Production & Sales Centre in Surat . 
12 Director, Cotton, Bombay . 
r3 .Asstt. Director, Assam (Rampur) . 
14 Director, Bhubaneshwar . 

(Rs. Ps.) 
' 59,673. TO 
I 4 7 4 2 . 0 0  

19,101 '75 
88,367'30 

' I3Y800.42 
14,762.50 

. 13,932'00 
66,601 ~ 8 9  

. 15,914'55 
2x@.62 

1,920~00 
r83-52 

' 9,376'00 
898.04 

15 Honorary Adviser, Regional Office, Goa . 540.00 

16 Director, Hyderabad (Raw W 001) . . ' 1.9.586.60 

18 Bharatiya Tad Gud Shilpa Bhavan, Dahanu 7oo*oo 

19 Director, Soap Industries, Khiemel 
Madtrmetla 

527' 36 1 
Rs. go1 -36 

20 Honorary Adviser, Goa, W t a g e  Match Industry . 6oo*oo - 
TOTAL 4 4 2 ~ 3  8 '86 



ANNEXURE 'C' 

Stat~ment showing Annual Rent paid by the Commission for NmTrading 
Units at diflerent parts of the country. 

Annual Rent Paid. 

West Beea l  State. 
I .  State Office, Calcutta . 
2. Beekeeping Area Office, Barinpur . 
3. Do. Mungpoo . 
4- Do. Chalsa 
5. Do. Pratapur . 
6. Offi~v Building; Baraipur . 

(Rs. Ps.) 

Assam Stcrre. 
I .  State Office, Gauhati . 
2. IPcdteeping ~rea '~f f ice ,  Tejpur. . 
3. Do. Aijal . 
4. Do. Tura . 
S* Do. N. Lakhirnpur 
6. Do. Chcerapunji . 

Gujarot State. 
I. Processing of -1s & Pulse Industry 

LVidyalaya at Wanakbori . 
2. Central Date Palm Gur Demonstration &a- 

tion, Mount Abu . 

BXar State. 
I. Beekeeping Area Ma, Ranipatra . 
2. Do. Muzaffarpur . . 
3. Do. Bagalpur . 
4- Do. Darbhanga . 
5. Do. Ranchi. 
6. Do. Gumla 

H h w h u l  Radesh. 
I. Ekkcepinp Attn Office, Chamba . , a. Do. Saproon . 
3. A m .  Pafm Gus Adviser's O!Iice, Himachal 

Ptddcsh . 



Mysme State. (Rs. Ps.) 
I .  State Office, Bangalore . 
2. Beekeeping Area Office, Punur ' 
3. Do. Udipi . 
4. Do. Sakleshpur . 
5 -  Do. Mudigeri . 
6. Do. Sirsi . 
7. Do. Thirthallai . 
8. Do. Sagar . 
9. Do. Mysore . 

10. Do. Kumta . 
11. Do. Tumkur . 
12. Do. Castle Rock, 

Mysore State 
13- Do. Research Sm., 

Mercara . 

I. State Ofice, Jaipur . '8,400.00 
2. Regional Office, Hill & Border Area, Jaisel- 

mer 492 .co ' 8,892 w 

Uttar Pradesh State. 
I .  State Office, Lucknow . 
2. Certification Section, Lucknow . 

Office, Lucknow . 
ce, Rishikesh . 

5.  Do. Munikiriti . 
6. Do. Haldwani . . . 
7- Do. Dehradun . 
8. Do. Ahnora . 
9- Do. Pithorgarh . 

10. Conage Match Industry, Kanpur . . ' 1 3 9 6 . 0 0  
I I .  Gur & Kbn isati Industry, Karlpur . . g,000.00 ' 26,016,~ 

I. State Office, Ambda . . '8,.po.w 
2. Beekeeping Area Section, Kangra , 300.00 
3. Do. Ruh! . 300*00 



Madhya &adah. Qis. Pe.) 

I .  State Oflla, Ujjain . . 8,700.00 8,700-00 

Delhi. , 

I .  Information Bureau, New Delhi . . 19,638.00 19,638.00 

Hill and Border Area Office. 
I .  Regional Office, Agartala, Tripura . . 4,200~00 
2. Godown for Do. . 3,300.00 
3. Beekeeping Area Office, Agartala, Tripura 300.00 
4. Regional Office, Uttarkashi . . 3,000.00 10,800~00 

Kahmir Srate. 
I .  Beekeeping Arm Office, Ratote 300.00 
2. Office of the Dy. Director, Jammu . 3,600.00 3,900.00 

Manipur . 
. I ,  Beekeepin8 Area Ofiice, Imphal . . , L .. 600.00 Cicro.00 

... . 
Goo. 

I .  Regional Office, Goa . 600.00 6CQ.00 

Madras State. 

I .  Stnte Office, pranises . 
2. Beekeeping Area Ofice, Yeraud . 
3. &.. - Srivilliputhur . 
4. Do. Thandikudi 
5.  Do. Marthnndarn 
6.  Do. Tirunelveli 
7. Do. Kulithlai . 
8. Do. Coonoor . . . 
9. Do. Dindigal . 

10. Do. Cairnbatore . 
' 11,  Do. J~unnamarathar . 

12. Do. Pcmdichery , 

13. Godown for Caconut Palm Gut Pilot sta- 
tion, Nanjundapuram (Rcscarch Unit store 
R m  and waaking shed) 
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Orissa State. 
I.  State Office, Bhubaneshwar . 
2: Beekeeping Area Office, Sambalpur . 
3. Do. Balasore . 
4. Do. Cuttack . 
5. Do. Chatrapur . 
6. Do. Teipore . 
7. Do. Puri . 
8. Do. Dhankamal . 
g. Central Patmyrah Gur Pilot Model, Demo- 

nstration Station, Puri . 
10. Do. Working Shed, Puri 

Keralo Stare. 
I.  State Office, Trivanlrurn . 
a. B;,okezping Area O ~ X ,  Tellichery . 
3. Do. Kottayam . 
4. Do. Kozhikodc . 
5 -  Do. Cherpu . 
6. Do. Calim 

Andhra S m .  
I.  State 05% Hydxabad . 
2. State:Office, Kakinada . 
3. Beekeeping Industry Area Offia, Seetana- 

garam 
4. Beekeeping .4rca Office, Tcnali 
3. Do. vuyyur 
6. Do. Srikakulam . 
7. Do. Ichapurarn . 
8. Office buildmg at Nidadavolu . 

I .  Central Ckordmation Office (Palm-- Sec- 
tion). D h u .  . 

2. O$ct B~1Jin.g at Sawantwadi . 
3. Office Building at Kudal . 
+ Ccntrd Fkekaeping RcKarch Tmbg IJmi- 

me,  Pmna . 
5. P.O.A's. Mcc,  Dahaau . 



6. Central Co-ordination OfEce, Dahanu 
7. Central Co-ordination Office, Dahanu 
8. Laboratory ~uildin'b, Dahanu . 
9. Training Hostel, Dahanu . 

to. Nursery Section Building, Dahanu . 
I I .  Bhavan's Office, Dahanu . 
12. Palm Production Section, Dahanu . 
13. Ladies Hostel, Dahanu . 
14. Office Stores, Dahanu . 
19. Nursery Stores, Dahanu . 
16. Building for training centre, Dahanu . 



APPENDIX XLW 
(See Para 5.92) 

Annual Report 1960.16; 

Point No. 9 , . 

The quantity and value of wool imported from Tibet for use bg 
the Commission, year-wise uptodate. 

What proportion of the requirements of wool of the Commission 
ld fmpth-ted now? 

1. (a) Tibetan Wo91 

Tibetan wool has never been considered as an imported WOOL 
Difficulties began to arise in the matter of supplies of this finer type 
of wool after Red China's first occupation of Tibet in 1949-50. Conse- 
q w n t  to further developments in Tibet in 1954, this wool could 
be available only under Trade Agreement for some time dnd in 
progressively diminishing quantities as indicated below. But after 
the commencement of Sino-Indian war in 1962, entry of this wool 
was prohibited. 

Purchase. of Tibetan wools by certified K M i  Insti tutionsl Agencier 

Approximate 
Value c l ~ t i 9 '  
m.1 (Maunds) 

- 7 

*Quantities confiscated by U.P. Govt. and later made available 
to institutions $bough its ladustries Department. 



Consequent upon the occupation of part of Kashmir by Pakistan 
md export restriction by the Kashmir Government in 1950, the Pi. 
rhmina, tnaditionally used by the Institutions in Kashmir and Rxn- 
jab, became non-available to Khadi Institutions outside Kashmir, 
while only small quantiti& were available to Whitions/Ageslcicr 
in Kashmif. 

The difficulty in €he procurement of Tibetan & Pashmina woob 
Led to a demand of suitable substitute wool from the institutions in 
U.P. and Punjab and Kashmir with a view to continuing the tradi- 
tional employment of spinners and weavers accustomed to the finer 
type of Tibetan and Pashrnina wools. 

2. (i) Tho Commission regulated the use of imported wool by 
limiting its use to 20 per cent by weight (as maximum) of the 
total quantity of raw wools used by any Ilnstitution/Agency during 
a year. An extract of item 8 of the Resolution of the Certification 
Committee to be implemented by the Institutions is given below: 

"The foreign wool can be used in limited quantities for 
woollen Khadi production. The unlimited use of foreign 
wool would adversely affect the interest of local wool 
puwers. Hence, institutions may use Australian or 
foreign uncarded wool upto the maximum of 20 per cent 
in weight. Before purchasing foreign wool, the Institution 
should obtain previous permission from the office of Cer- 
tification Committee." 

(ii) The values of imported raw wool and Indian wools used 
from 196142 onwards are given below: 

Value of Value of Value of Value of 
imported raw wool ma1 Indian 
raw wool imported foreign wool used 
purchased by thc Corn- wml used 

by Institu- mlssion 
tiom in the 

market 



(iii) In view of the difficult foreign exchange position and the 
consequent small quantities of' imported raw wool that will be 
available in future, the Commission sought in 1964-65 to further re- 
gulate the use of imported wool by suggesting a rationalization 'of 
production variety-wise. This may result in: 

,(a) use of imported wools only in areas where spinners of Ane 
and super-fine yarns and weavers of these yarns must be 
kept in occupation and employment. 

(b) distribution of some quantity of foreign wool for meeting 
the needs of the people in Himalayan Border Areas tra- 
ditionally accustomed to fine and soft wool. 

(c) Comparative production figures are given below:- 

Production of Woollen Khcrdi 

- - - - - -  - --.-- (Rs. in lakhs) 
- - 

4 
Total Value of Value of Value of Value of 

Yerr Prodn. Pashmina Tibetan M e n o  I Desi 
Goods woollen woollen woollen 

Khadi Khadi Khadi 



w - '  ' APPENDIX XLVII 
Summav of main Colzclusions/ Recommendatio~ 

-- ---- 
I 1 3 4 

- - - - - -- - 
I 1.13 Co-cc The Khadi and Village Industries Cornmission has grown up to 

huge proportions employing lakhs of people and it has received 
I .13 Pinmce grants and loans from public funds which have already amounted to,  

OQ As. 173.09 crores. Khadi, if it has to serve its purpose in  wider con- w 
text, should continue to be the symbol of purity, integrity, sim?licity 
and economy with which selfless workers and patriots have been 
associated. Therefore, while developing and promoting Khadi it 
should be the main objective of the Commission to see that the public 
~mage  is not tarnished and these attributes do not suffer any 
diminution. 

In keeping this objective in view, the Khadi & Village 1nd;atries 
Comrnission, more thap any other organisation, must ensure a proper 
system of accounting and audit, a better financial discipline and 
stricter control and supervision c,ver its affairs. From the facts 
placed before the Committee, they cannot but come to the conclu- 



sion that the financial a i r s  of the Commission inclu&hg these of 
the State Boards lea& much to be desired. In this connectiotl tbb 
Committee would like to p i n t  out that the Commission had ncrt tm 
1963-64 prepared a consolidated profit and loss account and a balance 
sheet (vide para 46 of-38th Report of P.A.C., 1964-65). The Com- 
mission had prepared for all these years only Receipt and Paymenta 
Accounts which did not give a clear idea of the financid position 
of the Commission. The Committee cannot but emphasise the need 
for maintaining the consolidated profit and loss accounts and balRnoet 
sheet by an organisation which has invested huge public funds, in its 
trading activities. 

The Commttee feel in the circumstances that keeping 
in view that the total financial assistance given to the Khadi 
and ViUage Industries Commission alone, by Government of India 
so far is Rs. 173 crores (including a sum of Rs. 23.25 crores given 
to the Khadi and Village Industries Board before the Commission was 
set u?) and the additional financial allocation sought during the 
FourLh Five Pear Plan is of the order of Rs. 270 crores, there is 
much leeway to be made yet to bridge the gap between the aims, 
objects and programme with regard to khadi and village industries 
as envisaged in the Five Year Plans and the actual achievements 
m ~ d e .  The Khadi and Village industries cannot be said to have ac- 
quire.1 "sufEc.ent vitality to be self-supporting" nor has it been pos- 
sible "to reduce progressively the rate of subsidies, rebates and 



3 I.* Comrnrrcc 
Finance 

Planning 
Commission 

sheltered markets," (actually these have been fa& &s S e t D  Cronr 
Appendix 7) nor the aim of "gradual reduction of dejx3~kce an 
urban markets and correspondu3gly greakr productian for local ~8$" 
has been fully achieved. 

The Commissioa was set up in 1957. It has functioned for ah& 
a decade now. But the Committee have been informed in the writ- - 
ten note that "steps are, however, being taken to create a situation 
tavourable for the reduction in subsidy. These include reservatidn 
of *here;, adopiion of improved technbloe in spinning, w&m 
and other ancillary processes of production." This is rather Sui- 
prising in view of the fact that as long back as 1956 the Industi6l 
Policy &solutibn had laid down that "the aim of the State PoBcy 
will be to ensure that the decentralised sector acquires sufEcieri% 
vitality to be self-supporting". u o 

The Committee therefore desire that the Planning Conmhshn 
and the Government should have a fresh look at the entire question 
of Khadi and Village industries so as to lay down clearly as to what 
would be the State Pdicy-whether i t  is to be made self9uppolrti8tg. 
in the foreseeable future or i t  is to continue to depend on finandal 
assistance from Government on the massive scale as at preseat, 
The magnitude of the assistance envisaged can be gauged from the 
fact that while a sum of Rs. 183:33 crores have already been giv- 
to the Commission qnd the State Boards by the Central and Skh 
Governments, accordhg to the Annual Report, 1964-65 of KBadi and 
Village Industries Commission, the flnancial allocation sought dur- 
ing the Fourth Five Year Plan is Rs. 269.81 crores (minus Rs. 67 



crores already with the Commission). The Committee feel that the 
apparent contradiction between the statement of the Commission 
that "in the strict commercial sense, Khadi has never been conceiv- 
ed to be a self-supporting industry," and views of Mahatma Gandhl, 
objectives laid down in Five Year Plans and the policy declaration 
made in the Industrial Policy Resolution, 1956 viz., "the aim of the 
State Policy will be to ensure that the decentralised sector acquires 
sufficient vitality to be self supporting" needs to be taken note ot 
and resolved by Government. 

In the opinion of the Committee while considering the employ- 
ment opportunities created by the Khadi and Village Industries, it 
has to be borne in mind that a majority of the persons concerned 
have been given "supplementary occupations". Therefore, when it 
is stated that 22.60 lakhs persons are having work opportunities for 
more than 6 hours a day for about 200 days a year, the Committee 
would like to point out that with regard to "Employment" under 
Khadi (which covers 16-25 lakhs out of 22-60 lakhs persons) the 
Working Group in para 11-88 of their Report have observed as fob 
lows: - 

"Some samnk survevs undertaken bv the Commission have 
shown that while a large proportion of weavers' families 
in rural areas is generally adcultural  landless workers, 
a sizeable portion of spinnem is from among small agricuE 



tural landowners and lower middle class such as teachm 
clerks etc. We consider that all these have an important 
bearing on understanding the nature and content of em- 
ployment in kha'di. In short, spinning provides employ- 
ment for about 2 to 4 hours in a day for about 100 to 150 
davs and weaving for 6 to 8 hours a day and for about 
200 days a year." 

The Committee feel that with the experience gained so far by 
the Commission, it should evolve suitable objective criteria for as- 
sessing the part-time full-time /seasonal lcontinuous employment 
offered by the programmes of Khadi and Village Industries. There-, 
after, the Commiscion should undertake periodical reviews of the 
actual employment potential generated and include the results of % - wch reviews in its Annual Report 

Colnmetce The Committee appreciate the efforts being made by the Com- 
mission to increase the wages of the spinners and weavers. They 
would suggest that in view of the constant rIse in the cost of living, 
a periodical review of the position should continue to be made so 
that the spinners and weavers, who are the basic workers, are given 
the proper wages. 

Do. The Committee suggest that the amoun4 of pants/subsidies to be 
~ivt?n to these two sections (Khadi & Village Industries) should be 
suftably prescribed by Government while releasing grants and loans 
to Commission by relating it to actual production. 

. -- - -- - 



-- 

7 I .38 Commerce This indicates that the productivity in the village industries-is 
E. much more than in the case of khadi. 
8 2 10 Do. The Committee note from the statements *at with regard to 

3 13 the Class IV Staff under the Commission, while on 31st March, 1964 
the sanctioned strength was 547, the actual strength as on 31st March, 
1965 was 593. Similarly, from the other statement it appears that 
222 posts in various categories were created after the appointment 
of the Administrative Improvements Committee on 24th March, 
1964. The Committee are unable to understand the reasons for 
creating so many posts after the appointment of the Administrative 
Lmprovements Committee, one of whose functions was to examine % 
and suggest the scope for introducing economy in the working of 
the Commission with particular reference to the administrativO 
machinery. On the face of these facts the Committee are unable 
to understand what precautionary measure of not Illling certain 
number of pos s and putting a ban on the recruitment to the minis- 
terial posts was taken by the Commission as stated in evidence. The 
Committee would like th.s position to be clarified. 

The Committee trust that the recommendation of Administrati\te 
Improvements Commit'ee .will be implemented early. 

Do. From the report of the Administrative Improvements Committee 
and the evidence given before this Committee, it is clear that there 



Do. 

- 
I I a 21 Do. 

is scope for substantial economy of about Rs. 40 lakhs per year under 
adrniillslrative expenses alone. This indicates the need for closer 
supervision and tighter administradon. 

The Committee are glad to be told in evidence that the Commirc 
sion shall approximately reach the figures suggested by the Admi- 
nistrative Improvements Committee. While the Committee appre- 
ciate that the proposals made in the Report of that Committee have 
to be considered, they, however, feel that since the Committee itself 
bas divided the economy into two parts, immediate and subsequent, 
i t  is hoped that the Commission would implement the recommeada- 
tion concerning the immediate economy immediately. 

The Committee are surprised to find that while the various State 
Governments have given Establishment Grants amounting to more $ 
than five crores of rupees to the State Boards concerned during 1953- 
54 to 1964-65, the Khadi & Village Industries Commission have also 
given establishment grant totalling Rs. 29.80 lakhs to the various ' 

State Boards from 1958-59 to 1964-65. 

The Committee fail to understand the reasons for giving establish- 
ment grants to State Boards by the Commission also, as the Commis- 
sion are themselves maintaining, "a Branch OfRce in each State 
manned by a Director with adequate ministerial and technical staffsw 
The Committee are of the view that the arrangement and understan- 
ding that establlshment charges of the State Boards shall be met by 
the State concerned should be adhered to strictly. 



t a 3 4 

W %a (3nnxnerco The Committee also desire that the Commission should appoint 
a Committee similar to Administrative Improvements Committee for 
examining the administrative set up of the State Boards with a 
view to effecting economy and efficiency. 

Uj c~mmetce The Committee find from the details of 69 Committees that al- 
p 

Firuwe though many of the Committees were appointed in 1957 onwards, it 
was only recently that 53 Committees were abolished. I: is really 
surprising that money was being spent on so many Committees which 
apparently did not have any important function to perform. The 
Committee would like the Commission of their own accord to be alive 
to the need for economy in administration. 

It has been stated in the note that the reasons for variations in 
expenditure have been urgently called from the State OfEces and will 
be furnished on receipt. It, therefore, appears that there is no 
system under which the Commission scrutinises the variations in 
items of expenditure incurred by their State Offices even when there 
are obvious inconsistencies. 

The Committee wcu!d also like to point out that the Working 
Group on Khadi and Village Industries in para 3.35 of their Report 
have observed:-"We have noticed considerable over-lapping and 
duplication between the shff  of the State offices of the C o m . o n  - 
and of 'the State Boards in respect of village industries programmes 



Both the Commission as well as the State Boards have technical and 
supervisory st&." The Administrative Improvements Committee 
have also observed in page 24 of their Report that "we found that in 
some of the State offices, persons holding technical posts such as Tech- 
nical Assistan t-I1 (Cotton)., Technical Assistant-I1 (Texture Improve- 
ments) are utilised purely for ministerial work, which could be 
attended to by LDCs or UDCs. It  is obvious that these technicar 
pwts are not required." 

The Committee trust that the Commission will without further 
delay give due consideration to these observations and recommenda- 
tions and take effective steps to put matters right and avoid such 
overlapping, duplication and improper utilisation of staff in future. 

W 

Comtncre Since the regulation of the rates for travelling and daily allowan- E 
ces is with the prior approval of Government, the cut imposed in 

FiaPncc the rates should also have been approved by Government. 

Do. The Committee need hardly point out that the state of affairs dis- 
closed regarding auditing of accounts is rather disturbing and requir- 
es immediate remedial measures. 

1 7  3 ,'I C o m a  The Committee desire that in future the Accounts cf the Khadi 
and Village Industries Commission placed before Parliament ahould 
contain all the Annexures referred to in the Statement of Accounts 
and the documents should be complete in all respects and in proper 

I 
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form with a proper cover. Nor should the documents be in mutilPttd 
form with ;)astin@ etc. as was the case during the last two yews. 

:8 3- 9 Corn- h e  Committee would, however, like to point out that since the 
Khadi & Village Industries Commission gives larjje sums of money to 
State Boards, as grants and loans it becomes the respansibilitJr d the 
Commission to see that those sums are properly utilized fur tho 
purposes for which they are given. 

I 9  3.30 Do. As the Audit Reports with regard to the various State Boards are 
examined by the concerned Public Accounts Committees in the States, 
this Committee do not wish to make any observations thereon. "But 
the Committee cannot but show their concern at the state of affairs 
revealed by the various Audit Reports on the State Boards in view 

1 
of the fact that the Commission is functioning to a large extent 
through the State Boards and disburse large amounts to them". I t  fs 
clear, however, from the various Audit paras appended to this Re- 
port that the working of the State Boards leave much to be desired. 

This has become apparent during the course of examination of the 
Accounts of the Commission for the year 1963-64. 

In the opinion of the Committee, it is necessary to put men, who 
arc devoted and sincere and at the same time capeble of drive and 
initiative and in a position to run the organisations arrodhly md 
efficiently, at the helm of aftairs of the State Bonrds t9 s& -P) 

riqht. 



In this connection, the Committat! WQUM like to h i u k  4 
letter dated the 21st December, 1963 from late Prime m$k.t 
Shri Jawaharlal Nehru to the Chief Ministers of all States, whicb 
bears repetition: - 

"The Commission and the All India Khadi & Village Industries 
Board are composed of men and women who haw abMhyS 
interest in the EChadi & Village Industries 
and/or have been constructive workers. Besides, in the 
composition of t!>e Commission and the all India Khadf & 
Village Industries Board, the Government of India consults 
the Chairman of the Commission and the Sarva Seua 
Sangh. I believe that if the State Khadi & Village Indw 
tries Boards are also composed of men mimated by the 
same motives and having similar experience and aptitude, 
they will be able to render better services to the artisans 
engaged in the Khadi & Village Industries Programme%" 

Do. The Cornmittec would impress upon the Commission the desira- 
bility of asking the State Boards to furnish audited accounts ~ g u l a -  
rly and in time. They trust that the backlog in this respect would 
cleared at an early date and from the year 1965-66 the accounts would 
be kept uptodate. A time limit should be set for completing these 
past accounts. For future accounts also a date must be stipulated by 
which the accounts must be submitted to the Commission. 

- - . - - -- - 



aa 3'38 CommaCC The Committee regret to learn that even the rules were not fram- 
ed, as required under the State Acts, for the purpose of preparing 
accounts, in the case of several State Boards though several years 
have passed since the enactment of State Acts and that their accounts 
were in "a kind of mess". The Committee would like to be informed 
whether all the State Governments concerned have since framed 
rules under the relevant Acts for the purpose of preparing accountz 
of the State Boards and whether any uniformity has been achieved 
in this matter.. They would also like to know how far the position 
as regards accounting has improved with the introduction of the 
system of F.A. and C.A.0.s. in State Boards and whether the accounts 
are now maintained upto-date in all the State Boards. The Committee 
desire that the Commission should insist upon proper maintenance 
and submission of Accounts as a condition precedent to release of 
funds. 

Do. The Committee are glad to know that the Commission were insti- 
tuting a system of "examining not only the accounts but actual ful- 
filment of the programme." In their opinion this sort of achieve 
ment audit is very necessary in the case of the Programme under- 
taken by the Commission. The Committee suggest that the Annual 
Report of the Commission should indicate the results achieved in this 
direction. 

Do.. The Committee note from the statement that 16 institutions were 
treated as defunct during the period 1959-60 to 1963-64 on Khadi Jde. 



On the Village Industries side 57 institutions/societies were treated 
defunct during the period 1959-60 to 1964-65. The Committee feel 

disturbed over the position of so many defunct institutions/societies 
from whom loan instalments arc due or are to be confirmed. The 
Committee fail to understand why the inspections did not reveal the 
financial positlon of the societies etc. so that preventive action could 
be taken by the Commission in time. The Committee desire that the 
system of audit and inspection should be tightened up so that such 
lapses do not recur. 

Do. The Committee would also like to be informed the number and 
other details of the societies/institutions which received assistance 
from the State Boards and which have become defunct and the 
amount involved therein. The Committee feel that this information 
should be communicated to both the Central Government as well as 
the State Government immediately it is known that a particular insti- 
tution has become defunct. 

Do. The Committee feel that unless the confirmation of balances is 
received from the institutions in time i t  would not be possible to 
satisfy the elementary need of audit and accountancy that the amount 
shown as due from particular institution is correct and undisputed. 

The Committee would therefore like to watch the result of implo 
mentation of the new procedure evolved by the Commission whereby 
the Institutions would not have to approach the General Body for 
getting the resolution possed. 
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37 4 19 Commcrc~ While the Committee agree that constitutionally the State Boards 

are answerable to the State Government and State Legislatures, they 
cannot appreciate the sense of helplessness expressed by the Chair- 
man KVIC as the Committee feel that the Commission is in a posi- 
tion to exercise the power of the purse, the authority of the lender 
and creditor to ensure proper accounting and prompt repayment by 
stipulating the condition on which it would give financial assistance 
to the Boards. Pending suitable legislation, the Committee feel that 
the Commission should take immediate steps to inculcate proper 
Anancial discipline in the functioning of the State Boards with a view 
to safeguarding the public funds 

Do. The Committee further desire that vigorous steps should be taken 
to realise the overdue amounts from the various State Boards and the 
latter should be asked to settle the cases of defaulting of defunct so- 
cieties financed by them early. The Committee would like to be a p  
prjsed of the outcome o f  the discussions held with the State Boards 
in this regard. 

Do. The Committee are alarmed at this state of affairs where even 
the losses due to misappropriation. fraud, theft etc. are nat known to 
the Commission. The Committee would like to be informed of, the 
total losses suffered by the Commission and the Boards as a result 
of misappropriation. fraud. theft. etc. and the extent to which they 
have been written off, 



30 Cmmtrce Do. Since Parliament votes money to the Commission through the 
FGihZ -- Ministry of Commerce the responsibility with regard to  large scale 

difficulties. with reference to finandes advanced will rest with the 
Commission. I t  is therefore for the Commission with the help of 
Central Government to devise a suitable system which will remove 
this difficulty with regard to State Boards. 

Thc Comn1ittt.e desire that the Commission should also examine 
the  feasibility of incorporating suitable provision in the Khadi and 
Village Industries Commission Act with a view to regulating the  
rclat ionsh~p between the State Boarci and the Commission. 

3 I . Commm;c Do. The Committee arc surprised that though almost 9 years have 
passed. since the Conmiss~on came into existence, the relat~onship 
betwet~n the Commission and the State Boards has not yet been either 
defined or  put o n  proper footing. In the meantime large amounts of 
fund have hcen advanced to these State Boards and through them to 
the Institutions both by way of Grants and loans without adequate 
control or scrut~ny.  The Committee desire that t h ~ s  state of affairs 
should bc remedied forthwith and adequate safeguards and controls 
should be provided In the scheme of financial assistance given to  
them. 

Do. The Committee would desire to bv ~nforined whether any steps 
have h e n  taken to brtdge the gap bctween the State Boards legis 
l a t ~ o n  and the Ccntrnl Lcg~sl;ition in regard to Khadi and Village 
Industries. They also desire that thr  question be examined whether 
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the power to issue directives to the State Boards as proposed, would 
be conducive to greater efficiency and economy and enforcement of 
financial discipline and whether such a power is not imp1ici.t by vir- 
tue of the fact that large sums of money are being advanced by the 
Commission to the State Boards. 

4 40 C~mnrefcc The Committee trust that with the introduction of imprest sys- 
tem, funds would not be released by the Commission in excess of 
the requirements of the Boards and there would be no occasion for 
the retention of unspent balances by them. 

4 43 Do. The Committee desire that the Commission should carefully exa- "a 

Do. 

mine the competence of the State Boards to implement the schemes 
under the various industries before releasing funds for such schemes, 
after taking specific declaration to that effect from the State Board 
concerned. 

The Committee note that the Commission has impressed upon 
the State Governments to give their full share of assistance to the 
State Boards and to meet the committed expediture in full. The 
Committee suggest that the Commission should make this full pay- 
ment of the committed expenditure by the State Governments a con- 
dition precedent to the payment of any grant or loan to the State 
Boards. 



4 51 Cemmercc Thr Committee are surprised to learn that there was no proper 
procedure to ensure that an institution did not receive gtants/louw 
from the Commission as well as the State Board for the same pur- 
pose. The Committee trust that with the proper implementation of 
thc new procedure such a possibility will be eliminated. 

The Committee have in the past stressed the importance of fur- 
nishing the utilisation certificates by the institutions and State 
Boards concerned. The need for insisting on the production of the 
certificates assumes importance i n  view of the fact that according 
to the Chairman of the Cornmissinn himself the conditions in the 
State Boards are, "at the lowest which require a lot of supervision 
and control." In this connection the Committee would like to  re- 
produce with approval the following observations of the Working 
Croup on Khadi and Village Industries made in para 350 of their 5 
Report, which has been accepted by the Commission: 

"We agree with the Public Accounts Committee that drastic 
steps should be taken by the Commission in regard to 
grant of further assistance to the State Boards and insti- 
tutions which are not in a position to account reasonably 
for the moneys given to them and to produce certificates 
for their proper utilisation. We urould also suggest that 
where a State Board or an institution, inspite of several 
requests, persistentlv defaults in rendering proper accounts 
or furnishing utilisation certificates, further assistance to 
such State Boards or institutions should be discontinued. 
We have no doubt that such a step, while i t  might sound - .. - -- -.- - - -- .I-. - _ _ ._- _ _  . - - * - - - ------ - - 
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harsh, is likely to be more salutary and result in strength- 
ening financlal discipline and accountability for pubk 
funds." 

4 6 ,  

h e  bmmi t t ee  hope that action to  obtain the utilisation rerti- 
ficates which arc outstandrrrg will be,  pursued vigorously and the 
back-log cleared a t  an  ea~ly date. 

4 64 W m e r c c  Cumy;lttrr feel that be'iides exercising financial control, the 
f w l n ~ ~ s s l o n  ~ h w l d  also have. an efieient machinery at its disposal 
lo which the progress ma<e by the State Boards in their work. 
They that  t!ie system of regular inspection of the State 
Boards by the offwrs of the Commission should be adopted on a 
~ ~ e r m a n c ~ ~ t  basis \vi:h a View to examining the administrative and 
tillancjal eflicienc~ and the actual achievements of the State Boards. 

Do. 
~ h p  Committcct welcome the proposal to introduce Financial 

Adviser and Chief Accounts Officer in every State Board and hope 



Do. 

Do. 

that this would help in ensuring financial discipline and proper ~ ~ n d  
upto-date maintenance of accounts. 

The Committee would like to be informed of the result of arbitra- 
tion in due course. They would like the Commission to ensure that 
the arbitration proceedings are not unnecessarily delayed. 

While the Committee note that the total default has been brought 
down substantially and the remaining unrecovered defaults are 
likely to be adjusted/cleared, they cannot appreciate that a total 
default of Rs. 22:58 lakhs was allowed to accumulate against the 
Kastl-uba Scva hlandal, Rajpura. The Committee would stress the 
need for taking prompt action as soon as defaults are noticed 80 
that such defaults arc not allowed to accumulate in future. 

Thc Committee feel perturbed that a society which is expected $ 
I4 to be manned by dedicated and devoted persons and workers has 

ir~~.lulgt~d in such serlc~lls ~rregularities as have been pointed out in 
the! rciport. This lnclicatcs the need to exercise greater scrutiny over 
the crcdentials of societies and institutions at  the time of giving 
grants I(tnns to them, and also to insist on proper and timely sub- 
:nission of accounts before releasing further grantslloans. 

The Committee would like to be informed of the final outcome 
o f  this particular case. 

43 4 83 I h  I The t'o~nrnittc-t. feel pcrturbcxd to note that it is admitted on all  
hands tha t  thv working o f  most of the State Boards is far from 
snt~sfnrtory 'I'ht~ Accounts also were not maintained properly. In 



these circumstances the Committee feel that time is not yet ripe 
for the transfer of functions of the State offices of the Commission 
to the State Boards. The Committee also feel that the Commission 
have to proceed cautiously in implementing the recommendations 
made in page 16 of the Administrative Improvements Committee 
that the responsibility of the implementation of the programme 
must be entrusted to the State Boards, as in the opinion of the 
Commission itself. "the weakest link in the organisational chain is 
the State Board." Unless therefore, the Commission are fully satis- 
fied about the level of efficiencv attained by State Boards, it would 
not be desirable to hand over functions of the Commission (or its + 

State oflces) to the  State Boards. It  is, however unfortunate that 8 
due to these shortcomings the functions cannot be transferred to the 
State Boards and to the extent the duplicate organisation and dupli- 
cate expansion would continue. for sometime at least. 

-r~* As the Commission give grants and loans to the State Boards, 
their responsi bilits through the Ministry to Parliament which voter 
the money remains. The Committee therefore, welcome the propo- 
sal of the Minister to set up a Committee for the purposes of review- 
ing the position and harmanising the relations between the State 
Boards and the Commission. The reviewing Committee should 
inter-alia, suggest measures for improving the position of the State 
Boards so that they can take over the responsibility of impleme~ta- 



tion of the programme as recommended by the Administrative Im- 
provements Committee. 

The Committee regret to note that in this case, almost the entire 
grant given for a specific purpose became infructuous. They also 
fail to understand the basis of the payment of the grant of Rs. 6,400 
for the maintenance of 165 trees which was apparently excessive. 
The Committee hope that greater care would be taken in future in 
the matter of selection of sites of assessment of the quantum of 
grants etc. and assistance of persons with knowledge of plantation 
and replantation would also be taken. 

r i j  
Be. The Committee understand from Audit that before the release 

)o of funds in July,  1962. the State Board had with it unspent balances w 
of Rs, 1.20 lakhs (grant) and Rs 3-14 lakhs (loan) at  the end of 
1961-62 ( thr  refund of which according to the Commission's own 
statement was asked for by the Commission in November, 1962 and 
February, 1963). In these circumstances, the Committee are unable 
to discover anv justification for the release of further loans and 
grants to the State Board in Julv. 1962. I t  is also clear that when 
relense of further funds was made in January. 1963, the loans and 
grants paid in July, 1962 had not been fully utilised as unspent 
amounts of Rs. 6,87.552 and Rs. 3.19.239.21 were refunded to the 
Commission in December. 1963 out of the total amounts of loans 
and grants amounting to Rs 10.77.000 paid in July. 1962 onwards. 
The Committee further understand that the State Board was re- -- - ---I----,__ -- . - - - - --- - - - --- - -- -- 
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q u m d  to spend the loans and grants amounting to Rs. 3-83 l a m  
rece~vcii I ~ ~ J I I I  the Commission in July, 1962 within three months of 
their drawal and to refund any unspent balances. The Committee 
are surprised to l i d  how further funds were advanced by the  Com- 
missivli to the State Board in January, 1963 when the latter had 
neither utiliscd the anlounts even during the six months which 
had clapsecl nor  had it refunded the unspent balances. The Com- 
mittee would 11ke the Conimission to ensure that previous grants/ 
loans have bcvn lully utiiised by the State Boards,before releasing 
1111-thcr gl.ants,, loans, to the same institution or Board. 

The Committee note that a total vf Rs. 181.95 lakhs has so f a r  been 
given as grants and loans for the  construction of godowns. The 
Committee are unable to appreciate the reasons advanced for not 
showing in the Ac-ounts the figures of grants/loans given to Village 
Industries for the construction of godowns, specially in view of the 
i;ifbt that so far a total amount of  Hs. 42.56 iakhs has been disbursed 
by the Commission for this purpose, according to the statement fur- 
nished. The Committee would therefore desire that  the figures re- 
lating to cwnstruction of godowns in regard to Khadi and Village 
Industries should be fully and clearly indicated in the Accounts of 
the Commission. A separate register should be maintained giving 
details of each godowns so Constructed. 

Commerce 

Do. The Cornmittce would also like to suggest that the feasibility of 
implernen t i  ng the recommendation of the Working Group that "a8 
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"It is obvious from the figures of disbursements of working 
capital loans that t he  institutions have, on the basis of the 
formula adopted by the Commission a sum of nearly 50 
percent more than what they are entitled to. This pod- 
tion certainly needs looking into." 

As there is no mention about this aspect in the comments of the 
Khadi & Village Industries Commission on the Report of the Working 
Group (Page 139). the Committee hope that the Commission would 
look into this aspect so as to reconcile the written reply furnished 
to the Committee. 

& 
The Committee note. however, that with regard to  the observa- 

tion of the Working Group made in para 11.12. of their Report, the : 

Commission have expressed the view "in any case i t  appears that 
the total volume o f  working capital for production is on the  higher 
side. This problem however. is being examined by the Working 
Capital Committee." The Committee trust that the  imbalance pcint- 
ed out by the Working Group will be rectified. 

The Committee are surprised that the Commission should have 
continued to adupt this formula evolved during 1930-36, which had 
become cornyletcly out-moded and which had no relation to reality, 
The Committee desire that the position should be examined so as  to 
make the formula realistic on the basis of present day condition+ 



-, , . 
The Con~mittee find from Table 3 (page 35) bnd Tat& a t  p. 81 of' 

the Annual Report, 1964-65 of the KVIC, value of production and 
sales has been given under item 6, taking production plus sales as 
one turnover. Since the Tables give separately value of production 
and value of sales, the Committee are unable to understand the need 
for this item. In para 12.23. of the Annual Report, 1964-65, the turn- 
over has been taken as production plus sales. The Committee con- 
sider this as misleading. The turnover of an organisation should be 
the production only to assess the correct achievement. 

The Committee note that it is not easily possible to have a clear 
idea of the total value of production of Khadi as against the financial 
assistance given from the existing Annual Report, 1964-65 (Advance 
Copy) and the tables included therein. In order that the reader may 
have a clear idea about thie achievements of the Commission vis-a-vis; 
financial assistance given by the Government the figures given in the 
tables and the Agures given in the Report itself should not be at 
variance. In this connection a note explaining item 7 in table 3 of 
page 35 of the Annual Report 1964-65 and reconciling the figures with 
the statement made in the para 3.15. of the Annual Report has been 
received. The Committw are glad to note that in the revised An- 
nual Report. 1964-65, the Tables referred to have been suitably re- 
vised. 

I t  is unfortunate that thc books of the Commission had not been 
showing separately the financial assistance granted by the Commis- 
sion and the repayments, so far. The Committee would like to be 
apprised of the rectification of this defect. 
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58 5 .53  Commerce The Committee find from the statement furnished that in the case 
of the Trading Units in West Bengal and Assam the quantum of loss 
sustained is gradually increasing. The Committee desire that a 
thorough examination of the working of the Trading Units which 

' 

are running as losses should be undertaken so that remedial action 
can be taken promptly to prevent losses. I t  is needless to point out 
that the trading units should be so run as to make profits. If they 
fajl to do so, the question of closing them down should be examined. 

Do. - The Committee feel perturbed to note that so much delay has 
occurred in corning to a decision about a simple matter. They would 
like this matter to be finally settled expeditiously. 80 

Do. The Committee desire that the point of dispute with regard to 
supply of goods to the Government should be settled at an early 
date and the posit ion regularised. 

Do. The Committee are glad to he assured that the Commission will 
not plunge into increased production unless they had assured that 
there was market for the goods. 

Do. The Committee would like the Commission to look into the accu- 
mulation of large stocks in the Andhra and Calcutta Emporia at an 
early date and take suitable remedial measures so that there is no 
financial loss due to deterioration in the accumulated stock, 



Do. 

Do. 

Do. 

Do. 

The Committee suggest that in order to give a clear idea, the 
statement should include two more items-opening stock as well as 
closing stock. I 

The Committee suggest that in future the  Annual Report of the 
Khadi Commission should also include in the  statement relating to  
details of the "disbursements as percentage of turnover", the figures 
of opening stock as well as closing stock. This will give a clear pic- 
ture of the correct position. 

The Committee further suggest that the figures of stock of the 
Khadi shown in the Annual Reports should also include t h e  figures 
of stock pertaining to direct activities of the  Commission. 

P 
The Committee hope that this work (reconciliation and confirma- $ 

tion of balances) would be completed expeditiously. 

While it is true that the Public Accounts Committee did not hint 
at any malufide in this transaction, they would nevertheless point out 
that the whole transaction certainly does no credit to the organisation. 
I t  is clear that there were several changes of policy as regards the  
authority who would dispose of the sub-standard Khadi and what 
should be the scheme for the disp:)sal. Ultimately while the institu- 
tions scaled down the value of stocks worth Rs. 192.72 lakhs by as 
much as Rs. 63-27 lakhs, the Commission itself suffered a direct loss 
of Rs. 25.98 lakhs in disposing of stock worth Rs. 125.59 lakhs. In  
other words, sub-standard Khadi of the gross value of Rs. 192,72,357 



-- -- - - -- -- - .  

leaving a stock of Rs. 3,85,982 was ultimately sold for Rs. 99,61,291 
of which a sum of Rs. 28,25,315 is yet to be realised. The loss so far 
incurred is Rs. 89.26 lakhs. This indeed is a sorry state of affairs. 

Caammmc While the Committee agree that with the increased production of 
Khadi, the possibility of production of sub-standard Khadi cannot be 
completely ruled out, they feel that with proper care and supervision 
the factors pointed out by the Khadi Marketing Committee can easily 
be rectified if not eliminated altogether. Since the Commission is 
stated to have taken adequate steps to ensure that similar instances 
do not arise in future, the Committee would like to keep a watch 
over this matter through future Audit Report. .t; e 

Do. The Committee are distressed to note the abnormal delay (in some 
cases of about 10 years) in preparing the accounts relating to the ex- 
hibitions held long long ago. They suggest that the Commission 
should take serious notice of such lapses in preparation of accounts. 
The Committee also note from reply to Question No. 25 (ii) that a 
manual of procedure for the conduct of exhibitions financially assist- 
ed by the Commission is under preparation. They would like this 
work to be expedited and steps taken to ensure that the authorities 
concerned follow the procedure laid down in the manual. 

In these circumstances, the Committee would suggest that the 
Commission might examine the feasibility of having their own build- 



ings in those places where the annual rents being paid by the Com- 
mission are high, provided this would prove economical in the long 
run. 

70 5.88 Comr#rce --  The Committee are of the view that donsidering the need for 
Finance earning foreign exchange the Commission should give the questiw) 

of export of Khadi a careful and urgent consideration. 

71 5.93 Commerce The Committee note that the Commission are alive to the need 
for restricting the use of foreign wool in the production of woollen 
Khadi and the certification Committee have laid down in their reso- 
lution that institutions may use Australian or foreign uncarded wool 
upto the maximum of 20 per cent in weight. The Committee would 
also like Government to consider ways and means of replacing im- 
ported wool by local wool of proper quality, as the idea of using 2 
foreign wool in the production of woollen Khadi sounds highly in- @ 

congruous. 
do. 

73 5,945 do. 

The Committee would like to point out that this is not very con- 
vincing as some statements indicating action taken on recommenda- 
tions made in their Seventh Report presented in March, 1963 were 
still remaining outstanding in January, 1966. The Committee desire 
that the information should be furnished more expeditiously, and 
special attention should be given to this matter so that there is ne 
undue delay. 

In the opinion of the Committee this is only an illustration of the 
manner in which the Ambar Charkha programme is working. 
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74 5 - roo Commera The Committee would therefore reiterate the recommendations 
made by the Working Group that the Commission should'undertake 
immediately a comprehensive census of all the ambar charkhas w b  
ther active, idle, lost, destroyed, unserviceab1e;etC. The Cbamittee 
are also in agreement with the suggestion made by t h ~ ~  Wbplrfng 
Group that if an institution is not able to account for an a m b r  
charkha or unable to give information about its whereabouts, 
notice should be taken when considering proposals for assistance for 
its programme. 

C Since the Commission have accepted the recommendations of the I$ 
Working Group, the Committee would suggest that these be imple- 
mented earIy. 

75 5 .  IOI Commerce . -- After a detailed examination of the accounts and audit report of 
5 .  102 ~ i % n g -  the Khadi and Village Industries Commission and on the basis of 
5 103 Planning Commission the facts placed before them, the Ccrmnittee feel that a quick and 

enormous growth in the activities and in the financial outlay without 
ensunng proper financial and administrative control by the Commis- 
sion over their own organisat.cn, State Boards, Coopera$ive Socie- 
ties and Institutions has resulted in extra expenditure (which rurr 
into crores of rupees) that is not commens'urate with the results 
achieved. The Committee, therefore, would like to refer to the fol- 
lowing recommendations made by the Administrative Xtnprovemed 



Committee at page 16 of their Report with which they are in full 
agreement: - 

"We would like to state that after a deep and prolonged think- 
ing over this situation, as it exists, we have come to the 
conclusion that in the long run, it would be advantageous 
and economic; if the Commission decides to spend a year 
or two for consolidating the ground already covered and 
for developing suitable agencies at  the State level, block 
level and village ievel for future development. Ihving 
this period, the financing could be restricted to the mnti- 
nuation programme already undertaken." 

Keeplng in view the fact that the Commission have sought a A 

financial allocation of Rs. 270 crores during the Fourth Plan period, 6 
the Government and the Commission would do well to accept the r e  
commendation of the Administrative Improvements Committee that 
the Commission should spend a year or two for consolidating the 
ground already covered. In the light of this recommendation, the 
question of suitably reducing the financial allocation during the 
Fourth Plan period, may be carefully examined by Government. 

A perusal of the Report of the Administrative Improvements 
Committee confirms the doubt expressed by the Public Accounts 
Committee in the past (vide para 62 of 7th Report of PAC 196% 
63) that there was considerable scope for economy in the Admi&- 
trative Expenditure of the Commission, at various levels due to over- 
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Commerce sta!!g. The Committee hope that both the Commission and the 

Ministry would avoid such overstafhg in future. Finance 

manning Cammission The Committee fully appreciate the importance of Khadi and 
Village Industries in providmg much needed employment potential 
in the rural areas. They are in agreement with the underlying 
philwophy behind these activities. However, keeping in view the 
fact that the Central Government has thus far given a huge sum 
of more than Rs. 170 crores for these activities (in addition to about 
Rs. 10 crores by the State Gwts.) and in view of the financial allo- 
cation of Rs. 270 crores sought =by the Commission for the Fourth 
Plan, the Committee cannot over-emphasise the paramount need or 
ensuring proper care, economy and financial control over various 
activities connected with the Commission. The Committee feel that 
the time has come for the matter to be reviewed by the Central 
Government at the highest level, to make an overall assessment to 
see whethef the results achieved so far have been commensurate 
with the financial outlay, in terms of production as well as the em- 
ployment potential generated. 




