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t" - ," INTRODUCTION to 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee,/do present on their behalf this Fifty-Second 
Report on Paragraph 34 (Civil) on the Khadi & Village Industries 
Commission. 

2. The Advance Report of the Comptroller and Auditor General 
of India for the year 1978-79, Union Government (Civil) was laid on 
the Table of the House on 26 March, 1980. 

3. In this Report, the Committee have dealt with the relationship 
of the Commission with the State Khadi & Village Industries Board, 
the state of finances of the Commission, its performance in the deve-
lopment of Khadi and Village Industries, e.xhibitions and its trading 
activities .. The Commitie-e have observed that unless the 'relation-
ship between the Commission and implementing agencies is clearly 
defined and put on proper footing the effectiveness of the Commis-
sion which has to dole out crores of rupees in the fond hope of im-
proving the economic condition of much neglected village artisans 
and unemployed people will be considerably weakened. 

4. The Coxiimittee have desired that both the Central Govern-
ment and the Commission should pursue the matter of building up 
reserves by the State Boards for absorbing irrecoverable losses with 
the respective State Governments. The Committee have observed 
that irrecovterab)e loans/losses should be met only from special 
reserves created by the State Boards and in no case the Commission 
should share such losses. The Committee also consider it imperative 
that the entire loan advanced to the State Boaros ShOlUd invariably 
remain covered all times by the guarantees given by the respective 
State Governments and no deviation should be made in this regard. 

5 .. While dealing with the Commission's achievement in produc-
tion of Khadi, the Committee observed that if the production of the 
Khadi with the traditional charkhas could be as high as 848 lakh 
square metres in 1965-66 there was no reason for its reduced prodtJtO::oo 
tion continuously for more than 13 years in spite of the fact of intro-
duction of improved charkhas (NMCs) at a cost of Rs. 8.01 crores. 

(v) 



·:.t .( vi) 

This clearly indicates that Commission has neither been able to 
mobilise organisational infrastructure and manpower nor create 
necessary interest in the people to take to Khadi production and its 
development. 

6. The Committee have urged the Commission to give a fresh 
look to its financial affairs particularly in the maintenance of pro-
per accounts and disbU'rsements, utilisation, refunds and recoveries 
of loans/grants and its efficiency. 

7. Written information· relating to points arising out of Audit 
Paragraph 34 (Appendix II) was furnished by the Ministry of Rural 
. .B,egQnstruction on 11) March 1981. The Committee considered and 
finalised the .Report at their sitting held on 25 April 1981. The 
min\ltes of the sitting of the Committee form Part II of the Report. 

8. For reference facility and convenience, the observations and 
recommendations of the Committee have been printed in thick type 
in the body of the Report, and have been reproduced in a consoli-
dated form in Appendix to the Report. . 

9. The Committee would like to express their thanks to the 
ffi~er  of the Ministry of Rural Reconstruction for the co-operation 
extended by them in furnishing information to the Committee. The 
Committee also place on record their appreciation of the assistance 
rendered to them by the office of the Comptroller and Auditor 
General of India. 

NEW DELHI; 
AP7'il 26, 1981 

,----
Vaisakha ~ 1903 (S), 

CHANDRAJIT YA'DAV, 
Chairman, 

Public Accounts n~' ttittee. 

-----------_._---------------. 
~ t vetted by Audit. 



REPORT 

KHADI & VILLAGE INDUSTRIES COMMISSION 

Introductory 

The Khadi and Village Industries Commission was set up on 18th 
April, 1957 under the Khadi and Village Industries Commission Act, 
1956. It replaced the All India Khadi and Village Industries Board 
which was earlier set up by the CentTal Government by a resolution 
in 1953. The functions of the Commission as laid down in Section 
15 of the Act are generally to "plan, organise and implement pro-
grammes for the development of Khadi and Village Indl,lstries." The 
Act enjoins upon the Commission, in particular, among other things, 
"to maintain or assist in the maintenance of institutions for the 
development of, Khadi and Village Industries; to undertake, assist 
or encourage the production of Khadi or the development of village 
industries; and to promote and encourage cooperative efforts among 
manufacturers of Khadi and persons engaged in village industries". 

2. The Commission implements its various schemes of develop-
mentof Khadf and Village Industries mainly through statutory 
State Khadi and Village Industries Boards constituted under the 
Acts of the respective State LegislatuTes and through the registered· 
institutions, cooperative. societies and individuals. 

_3. For executing the schemes, the Commission advances 'loans 
and grants to the State BoaTds and the institutions/cooperative 
societies subject to the prescribed terms and conditions and loan 
rules. The State Boards furthaT advance the;se loans and grants to the 
institutions and cooperative societies which a~tually execute the pro-
gramJIles, except fox the schemes directly executed by the State 
Boards. 

4. Corp.mission also gives financial assistance in the form of 
loans and grants dire::tiy to the institutions/cooperative societies 
according to the loan rules an,d the terms and conditions as in the 
case of State Boards . 

. 5. There are 24 State Boards (20 statutory and 4 Advisory), one 
in each State and Union Territory. The actual implementation of 
the development work in respect of Khadi and Village Industries was 
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mainly carried out by registered institutions cooperative societies 
and individuals in various States. The institutions, which are mostly 
engaged in production of Khadi, are generally directly fillanced by 
the Commission. The Cooperative Societies, which are mostly 
engaged in village industries, are financed by the State Boards out 
of funds received by them i!.'om the Commission. The accounts of 
the State Boards are not subject to direct scrutiny by the Com-
mission. The State, Boards are ac::ountable to the resP7ctive State 
Governments and State Legislatures. 

6. The Public Accounts Committee had first reported on the Audit 
Report on the Accounts of the Khadi and Village Industries Com-
mission in the year 1963-64 (49th Report-3rd Lok Sabha). In this 
Report the Committee had dealt with exhaustively on the various 
financial and administrative aspects and programmes of the Khadi 
and Village Industries Commission. An Action Taken Report on 
the 49th Report was presented in 1967-68 (8th Report). The Com-
mittee examined the Audit Report on the Accounts of the Com-
mission for the yea!'S 1964-65 to ).970-71 in the year 1972-73. In this 
Report the Committee had dealt with the major issues such as the 
aims and objectives of the Commission, administrative expences and 
the relationship between the K. V. I. C. and State Khadi and Village 
Industries Boards, besides dealing with selected cases of irregulari-
ties from the aforesaid Audit Report. An Action Taken Report on 
the 93rd Report was presented in 1973-74 (132nd Report). 

7. The Committee examined the paras relating to Khadi and _ 
Village Industries Commission in the C. & A.G.'s Audit Report 
(Civil) for the year 1971-72 in the year 1973-74. These paras dealt 
with Village Leather Industry and the Village palmgur and other 
palm products industry assisted by the Commission. The Action 
Taken Report on the 123rd Report was presented in 1974-75 (161st 
Report). In the latest para on Khadi and Village Industries Com-
mission in the Audit Report 1978-79, a comprehensive examination 
of the present state of relationship of the Commission with State 
Khadi & Village Industries Boards, the state of finances of the Com-
mission, results of trading units and programmes of development 
of Khadi, Village Industries, and exhibitions has been dealt with. 
The Committee have dealt with these aspects in the sections that 
follow. 

A. Inspection of State Boards 
8. From 1957-58 to 1978-79, the Central Government advanced;' 

loans of Bs. 369.22 crores and grants of Rs. 323.23 crores to the Com-
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JIllSS10n which, in turn, disbursed Rs. 297.92 crores of loans and 
Rs. 192.95 crores of grants to the State Boards and institutions. 
Grants and loans to State Boards are substantial. It is but natural' 
that there has to be a machinery in the Khadi and Village Industries: 
Commission for watching the progress of work of the State Boards. 
and for maintaining liaison between the Commission and the Boards._ 
This aspect of the functioning of the Commission was one of the 
various points considered by the Publi~ Accounts Committee in 
1965-66. The Committee in their 49th Report (Third Lok Sabha). 
paragraph 4.64, had recommended that "besides e erci in~ financial 
control, the Commission should also have an efficient machinery -at 
its disposal to watch the progress made by the State Boards in their 
work. They also suggested that the system of regular inspection or 
the State BOa1'ds by the officers of the Commission should be-
adopted on a permanent basis with a view to examining the admi-
nistrative and financial efficiency and the actual achievements of 
the State Boards." 

9. Later the Commission, wbile noting the aforesaid recommen-
dation, informed the Committee that "the system of regular 
inspection by the offi:,ers of the Commission has already been 
introduced. During 1966-67, seven State Boards were studied, viz., 
Andhra, Asosam, Kerala, Madhya Pradesh, Madras, Mysore and West 
Bengal. The report of such studies are first discussed with the-
Boards to ensure implementation of the suggestions. These reports 
are also discussed at the monthly meetings of the Commission. The 
State Board Cell of the Commission follows up the progress of im-
plementation. Opportunities are also taken of the discussions of-
certain important points with the State Boards when they come 
for agreed programme discussion." (Eighth Report of PAC, page-
39, Fourth Lok Sabha). 

10. The Committee desired the Ministry of Rural Reconstruction, 
responsible for administering the Khadi and Village Industries 
Commission Act, 1956, to indicate in detail the inspection machinery 
set up by the Commission and how far it was effective in watching 
the utilisation of funds given to tb.e State Boards and institutions 
for development programmes of khadi and village industries. The 
Ministry, in reply, informed the Committee as under: 

"(i) Annual disctiSsions with the representatives of the State 
Boards and annual review of their actiuities. 

The Commission holds annual discussions with the repre--
,sentatives of the S~te Boards to assess the progress 

~. made by them in the development of Khadi and Village~ 
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Industries. These discussions are generally held di-
rectly with the Chairmen of the State Boards and Mem-
bers of the Commission. In these Annual meetings an 
assessment is also made of the performance of the insti-
tutions/cooperative societies etc. assisted by the State 
Boards. The. problems are discussed and effort made to 
find the solution. The topics for discussions include 
such items as availability of adequate machinery with 
the State Boards for implementation of the programm.!! 
and utilisation of funds for the purpose for which 
these were given. 

{ii) DisC1LSsit>ns between Chief Executive Officers of the 
Boards and the Chief Executive Officer of the Com-

mission: 

DisCUSSions are also held between the Chief Executive 
Officers of State Boarns and Chief Executive Officer of 
the Commission before the close of the financial year 
about the progress made in implementing the pro-
grammes approved for the year. 

(iii) Periodical study/inspection Of the working of the State 
Boards: 

The work of the State Boards is also studied periodically 
by Study Teams composed of senior officers working 
in the Commission after obtaining replies to a detailea 
questionnaire from the State Boarrls. During these 
studies the team examines all aspects of the working 
of the State Boards including such items as position of 
implementing agencies under the State Boards, coverage 
of aTtisans and the institutions, action taken by the 
Boards for revival of dormant institutions, training 
facilities, nature of policy support required and re-
ceived from the state Governments and nature of pro-
blems faced by the industries in the State as well as 
coordination between technical staff of the State Boards 
and State Officers of the Commission. 

(tv) Assistance provided by the State Offices of the Com-
m.ission: ,-- , _-

The State Offices of the Commission also keep a watch 
over the progress and performance of the State Boards. 
In addition, they also guide the State Boards in such 
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matters as purchase of machinery and equipments, 
their installation with the assistance of field and tech-
nical staff available with the State Offices and attempt 
to solve the problems of units financen by the State 
Boards. 

(v) Mcmitoring Boa'Td: 
Pursuant to a re::ommendation of the aforesaid conference, 

it is proposed to set up a monitoring board in each 
State under the Chairmanship of the State Director of 
Khadi and Village Industries Commission for the moni-
toring and concurrent evaluation ~~ programmes in 
Khadi ann Village Industries Sector." 

11. Again, the Administrative Staff College of India, Hyderabad 
in its Report on "Village Industry Profile and Organization Study" 
'submitted in 1974-75 to the Commission and Central GOvernment 
had commented. inter alia, on inadequate data base for formulation 
of development programmes and faulty loan appraisal methods in 
the set up of the State Boards. It had also made a number of sug-
gestions, for example, need for larger coverage of artisans under 
the Khadi and Village Innustries programmes, improvement in 
marketing structure., better availability of institutional finance and 
raw materials to the village artisans. systematic approach to plan 
formulation, better linkage between Khadi and Viilage Industries 
-Commission and the State Boards and need for more professionalisa-
tion in t!le composition of State Boards and need for more profes.-
sionalisation in the composition of State Boards. It had also suggest-
ed certain organisational changes in the set-up of the State Boards 
.and preparation of the bankable proje::ts. 

12. The Khadi and Village, Industries Commission in its 252nd 
meeting held in January 1978 had observed that very little was 
known about the functioning of the various State Boards not only 
with regard to the pace of expenditure from out of funds released 
to them by the Commission, but also with regard to actual imple-
mentation of the programmes and that this required strengthening 
1)f the Commission's machinery for f;?eriodical inspeetions of the 
State Boards. The Commission had stated in December 1979 that 
inspetttion parties were deputed for processing applications for 
-financial assistance, releasing funds,working of some of the aided 
institutions and general functioning of the Boards. The Commission 
had also added that a system of quarterly reporting by the State 
Boards had been introduced. However, during the course of the 
Audit it was seen in January 1980 that only 5 out of 24 Boards had 
been inspeetedin netail by Deeember 1979. 
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13. The Committee desired to know the action taken by the Gov-
ernment on the Report of the Administrative Staff College of India, 
and also the improvements made by the state Boards in regard to' 
formulation of developmental programmes, loan appraisal methods 
and on other suggestions made in the Report. The Ministry of Rural 
Reconstruction informed the Committee thus: 

"On 'receipt of this report, Khadi and Village Industries Com-
mission appointed two expert committees to make recom-
mendations in regard to marketing, organizational 
arrangements, policy support and institutional finance for 
formulation of Sixth Five Year Plan (1978-79 to 1983-84). 
These committees made a fresh appraisal of the matters 
rliscussed in the r€Qort. A Working Group set up in 
October 1977, to report on the various aspects of the work-
ing of the Khadi & Village Industries programmes and to 
make recommendations in regard to organizational and 
administrative set-up, credit, improving the production 
techniques and quality of products, marketing and ex-
ports, other assistance and facilities, outlays in-the public 
sector and likely investment from private sources etc. 
took into account the report of the AcUninistrative Staff 
College, Hyderabad and the two expert committees, while 
making its recommendations on the various aspects. The· 
recommendation of this Working Group were SUitably 
reflected in 6th Five Year Plan (1978-83). 

In September, 1980, however, another Working Group was set 
up to go into the working of the Khadi & Village Indus-· 
tries Commission to suggest various measures, by which 
the programme could be accelerated and taken to all parts 
of the country. The recommendations of this Working 
Group have been duly incorporated in the revised 6th. 
Five Year Plan (1980-85) . 

A conference of the State Ministers of Industries and Rural' 
Development and heads of State Khadi and Village' 
Industries Boards, Chief Executive Officers, State Boards· 
was held in January, 1981 to examine in depth the consti-· 
tution, structuring and working of the State Khadi &. 
Village Industries Boarns. Many useful suggestions have-
emerged as a result of these discussions and these are-' 
presently under examination. Meanwhile, KVIC had 
taken action on important recommendations such as the--
one in regard to pattern of assistance. The patteI'lUl ave~ 
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been revised with a view to ensuring that: (a) the assisted 
units become economically viable, (b) the full financial 
requirements of the units are taken care of and (c) the 
assistance to artisans working in backward and difficult 
areas is given on a rather liberal scale subsictising inter 
alia traIlSl,?ort cost. 

The Commission has also prepared bankable profiles in respect 
of practically all village industries included in its sche-
dule to facilitate flow of institutional finance. More 
technical personnel have been inducted at field level for 
p1'lOviding technical guidance and conducting feasibility 
studies etc. The Commission has also opened raw ma-
terial banks for supply of certain critical raw materials 
e.g. cotton, non-erUble oil seeds, Marine Wool etc. in the 
units assisted by it. 

The relationship between the Khadi & Village Imiustries 
Commission and the state Khadi & Village Industries 
Boards continues to pose so!pe problems. While all the 
development funds for the funning of KVI Boards, which 
are implementing agencies of the Commission, are pro-
vided by the latter; the State Boards continue to be under 
ac\ministrative control of the State Govemments. This 
is a major bottleneck in the implementation of the KVI 
programmes in States and Government have received a. 
number of complaints about the poor performances of .the 
KVI Boards in same of the States. In the Conference 
referred to above considerable thought was .given to the 
functioning of the State Boards. Consequently, a recom-
mendation made was to enact a model Bill to regulate and 
streamline the functioning of the State KVI Boards, 
which will be circulated to all the State Governments for 
their views. In the Bill, provisions are to be made for 
closer association of Khadi & Village Innustries Commis-
sion and with the functioning of the State KVI Boards 
with a view particularly to developing professional com-
petence making optimum use of resources mainly finan-
cial, taking the village industries to all the nooks and 
corners in the country side and monitoring re~arly and 
effectively the progress of the programmes in the KVI 
sector. 

Government have also under consideration \"arious "roposals 
in regard to opening training institutes all over the coun-
try to train the instructors and the artisans, opening 
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of raw materials banks and making proper arrangements 
for marketing of KVI products. Schemes are also under 
consideration whereby better linkages can be developed 
between the Khadi and Village Industries Commission or-" 
ganization and the other de:entralised agencies working 
at the, Block, District and State level." 

14. The Ministry of Rural Reconstruction have admitted that the-
relationship between the Khadi and Village Industries Commission 
and the State Khadi Boards continues to pose some problems. While 
alI the development funds for running of Khadi and Village Indus-
tries Boar4/; which are implementing agencies of the Commission, 
are provided by the latter, the continuance of State Boards under 
the administrative control of the State Governments has been a 
major bottleneck in the implementation of the Khadi and Village-
Indusrties programmes in States. Government have themselves 
stated that they have received a number of complaints abou't the 
poor performances of the Khadi and Village Industries Boards in 
some of the States. A recommendation had been made by the 
conference of State Ministers of Industry and Rural Development 
to draft a model Bill to regulate and streamline the lfunctioning of 
the State Khadi and Village Industries Boards which will be cir-
cuated to all the" State Governments for their views. In the Bill. 
the provisions are to be made f~ closer association of Khadi and 
Village Industries Commission with the functi n~ of the State 
Boards with a view particruarly to developing professional compe-
tence making optimum use of resource. mainly financial, taking the 
village industries to all the nook'! and corners in the country-side 
and monitoring regularly and effectively the progress of the pro-
grammes in the Kbadi and Village Industries Sector. The Com· 
mittee also note that some schemes are under consideration of the 
Government whereby better linkages can he developed between the 
Khadi and Village IndUstries Commission organisation and other 
decentralised a~encie  working at the block, district and State level. 

15. The Khadi and Village Industries Commission came into be--
ing about 24 years back. It was dearly known to all concerned that 
the implementing agencies of the programmes of the Commission 
would mainly be the State Boards/Institutions. It was reasonable 
to expect that the relationship between the Commission and the im-
plementing agencies would b~ define:l and clearly laid down in-
order to facilitate prope: execution of the programmes of the Com-
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mission. As early as April 1966 the Public Accounts Committee ia 
their 49th Report (.i'hird Lok Sabha) had expressed their surprise 
that the relationship between the Commission and the State Beards. 
had neither been defined nor put on proper footing, while large 
amounts of funds were being advanced to the State Boards and 
through them to the institution both by way of grants and loans 
without adequate control Or scrutiny. The Committee had then 
desired that this state of affairs should be remedied forthwith and 
adequate safeguards and controls should be provided in the scheme 
of financial assistance given to them. Again, in 1967, the Committee 
expressed their unhappiness ov_er the fact that Government had not 
taken any definite action to define the relationship between the 
State Boards and the Commission (PAC 8tl.!..-Beport-Fourth Lok 
Sabha). 

16. "l'he Committee would like to emphasise that the proposed 
model Bill on the subject should be finalised expeditiously and cir-
culated to aU concerned and .further action to put the provision of· 
the Bill on statute book be taken without any loss of time. The· 
Committee feel that unless the relationship between the Commission 
and implementing agencies is cle9.rIy defined and put on proper 
footing, the effectiveness of the Commission which has to dole out 
crores of rupees in the fond hope of improving the economic condi-
tions of the much neglected village artisans and unemployed people-
will be considerably weakened. The Committee would like the Go\'--
ernment to give top pTiority to this aspect of the matter. 

17. The Committee is distressed to note that inspite of the-
assurance given by the K.V.I. Commission only 5 out of 25 State-
KVI Boards 'had been inspected by them upto 1st December, 1979. 
Tlae Committee note that a monitor:ng b ~l"  in each State under 
the Chairmanship of the respective State Director of Khadi and-
Village Industries Commission is proposed to be set un for monitor-
ing and concurrent evaluation of programmes in Khaili and Village 
Industries sector. The Committee also note that the Commission 
had intimated that a system of quarterly reporting by the State-
Boal"ds, had been introduced. The Committee desire that this· 
quarterly reporting be made more effective so as to enable the-
Commission to evaluate pr()perly the progress of implementat!oll' 
of its programmes. 

18. The Committee welcome these steps and hope that they will 
help keeping a better watch on the progress of implementation oC 
the Commissions programmes by the State Boards. 
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B-Finance & Accounts 

19. The Accounts of the Commission are auditec\ and certified by 
-the Comptroller and Auditor·· General of India under section 23 of 
·.:the Khadi and Village Industries Commission Act, 1956 read with 
.section 19 (2) of the Comptroller and Auditor General's (Duties, 
.Powers and Conditions of Service) Act, 1971, and the certifiec\ 
.accounts together with Audit Report thereon are forwarded annually 
1:0 Government for being laid before the Parliament. 

20. During the period from 1957-58 to 1978-79, Government gave 
:1inancial assistance to the Commission in the form of loans, amount-
ing to Rs. 369.22 crores and grants amounting to Rs. 323.23 crores. 
'Out of this, loans amounting to Rs. 297.92 crores and grants amount-
ing to Rs. 192.95 crores were pai:d by the Commission to the State 
~ ar  and institutions. As on 31st March, 1979, Government loans 
.-outstanding against the ~ i i n amountec\ to B.s. !Jl3:14 crores. 

21. A summary of the receipts and payments of the Commission 
·(excluding those IPertaining to loans raised from banks) during 
-1957-58 to 1918-'79 is given below:-

ReMpts : 

<opening balance 

:Loans from Government 

'Grants and interest subsidy from 

1937-58 1974-75  1975-76 1976-77 1977-73 1978-79 
to 
1973-74 

3 4 5 6 7 

(in crores of rupees) 

0·57 6.6g 5.05 4·37 3 99 

Governnient . . 211.90 1509 16.53 20.37  26.14 33.20 

:Rep:ayment of loans and refund of 
unutilised grants by State bU41 cis 
and institutions 135 12 2·40 5 13 4.16 5.21 4.10 

~i cellane u  receipts . 6.05 2 36 I 24 0 74 1 12 J.34 

~r tal 

----_ .. _------
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2 3 4-- 6 6 7 
Payments : 

'Repayment of loans to Government 82.54- 4-2.73 19. 22 17·35 13' 16 8'4-5 

I. 
f 

~ 

Loans to State Boards and ins-
titutions . • -193' 32 8.04- 18,36 15-05 24-.6g 38 '4-6 

Grants to State Boards and ins-
titutions . 137·38 7·59 9·4-0 9·53 13·93 16.02 

Interest on Government loan 4-8.26 5'31 5·99 7·44- 9.88 11.65 

.Administrative expenses 30 .78 4-·33 4-. 62 4-'56 4-.70 4-·91 

).liscellaneous payments 26.29 I .4-3 0.21 1.67 2.68 3'94-

Closing balance 6.6g 5.05 4--37 3-99 5.26 9·02 

Total 525.26 74- 4-8 62.17 59·59 73.4-0 92.4-5 

(i) Disbu.rsement of Loans a.nd Grants 

22. The Commission disbursed Rs. 490.87 crores to the State 
Boards and institutions during the periO'd from 1957-58 to 1978-79 
for development of Khadi ann Village Industries Programmes in. 
various States. The break-up of such assistance is given below:-

Khadi Village Total 
industries 

-------_. ----
(In crores of rupees) 

Loans 188.g6 108'96 297'92 

Grants 192 .95 

34-1 .67 14-9- 20 490.8 7 

(ii) Utilisa.tion Certificates 

23. Out of Rs. 436.39· crores of loans and grants disbursed up to 
1977-78 to the State Boards and institutions, utilisation certificates 
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for Rs. 50.68 crores were awaited (Septemoer, 1979). The year-wise 
break."., of -ding utilisation certificates is as under:- ~l 

Year 

---_._--

Up to 

Ig6o-61 • 

1961-62 . 

Ig&.I-6g • 

196s-64 • 

1!J64.-65 . 

1965-66 • 

1966.67 • 

1967-68 • 

1968.6g • 

1969-70 . 

1970.71 . 

1971-72 • 

1972-73 • 

1973-7-+ . 

1974-75· 

1975-76 • 

1976-77 . 

1977-']8 • 

Total 

Institutions State 
Boards Total i 

~ 

(In crores of rupees) 

0.03 0.14 0.17 

0.15 0.15/ 

0.02 0.10 0.12 

004 0.23 0.27 

0.01 0.25 0.26 

0·01 0.38 0·39 

0.01 0.41 0.42 

0.06 0.40 0·406 

0.04 0·33 0·37 ,. 

0.06 0.36 0.42 

0.03 0.30 0·33 

0,08 0·57 0.65 

o 02 0.70 0·72 

0.03 0·411 0·51 

0.03 0·99 1.02 

0.11 2·33 2·39 

0·42 4·411 5.26 

36 '77* 

1.00 12.91 50 .68 

.. _-_._._---

24. Out of the grants and loan.s of Rs. 157.77 crores disbursed to v 

State Boards up to 1977-78, utilisation certifieates for Rs. 20.71 crores 
were awaitecl (December 1979). 

-----------------.-- - ------
*Break-up b:twccn in,titutiom and the State BI>!,rd wa, not availabie." 
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25. The Ministry of Rural Reconstruction furnished the following 
statement indicating the position of outstanding utilisation certifi-
cates, as on 30-11-1980, for the payments made up to 31st March, 
1978:-

, 
"-::-..,. --. -----

Total Outetanding as on Utililation 
Outltanding 30011-lgBo Certificates 
as on received 

Year 

30th Institutions State Total from 
September, Boards October, 

1979 1!t79 to 
November, 

IgBo. (2-5 
-------- -----------

(Rupeeil in Cl'Orel) 

l!J'pto 1960..61. 

From 1961-62 
to 

1976-77 

For 1977-78 

Total 

0.17 

13·74 

36,77 

50 .68 

0.03 

0·49 
0.61 

1.13 

-----------_.---- --- .. -----

0.12 0.15 0.02 

9.91 9·40 4'34 
6.66 7·26 29.51 

--
.15.60 16.81 33.07 

.In addition utililation certificate. for RI. 063 Cl'oreB which had been received from 
Bihar State Board have been sent back to them for correction and return. 

26. Thus, the amount of outstanding utilisation certificates which 
stood at Rs. 50.68 crol'eiS as at the end of September, 1979 has come 
down to Rs. 16.81 crores by 30th November, 1980, the Ministry 
added The Ministry also stated that the amount for which utilisa-
tion certificates were still to be received from the institutions was 
relatively very small and that major part of the outsanding amount was of the State Boards. . ' 

" 27. The Committee'desired to know whether the reasons for 
outstanding utilisation r.ertificates fOr such heavy and old amounts 
had been analysed and what were the steps taken for their clear-
ance. The Ministry of Rural Reconstruction stated that the heavy 
outstanding in re:spect of utilisation certificates from State Boards 
were found to be due to several facts. Firstly, a good part of the 
amount for which utilisation certjficates were due was involved in 
defunct cooperative societies and institutions and the State Boards 
find it difficult to obtain utilisation certificates in respect of such 
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funds. As a Iremedial action, the Ministry stated, the Boards were 
being advised to treat the amounts involved in defunct societies and 
institutions as unutilised ill respect of such institutions against which 
recovery proceedings as arrears of land revenue should be initiated, 
and certificate provided to the Commission on this basis. Wherever 
the Boards had not taken such recovery action, the Ministry stated, 
they were being advised to take necessary steps in the matter expe-

ditiously. 

28. The second reason for outstanding u,tilisation certificates was 
that in some cases, the Boards were not found to be. adequately 
staffed to attend to utilisation certificates' work or they had not 
deployed adequate personnel fOr this work As a remedial measure, 
the Commission had been providing financial assistance to the State 
Boards for strengthening their Audit, account!1 and other staff. The 
Ministry further added:-

"When the State Boa'rdj; representatives come every year for 
discussing their annual programmes and allocations, the 
Commission emphasise the need to pay special attention 
to the clearance of outstanding Utilisation Certificates, 
particularly, in Irespect of old periods. In certain cases, 
Commission also take; recourse, within practical limits, 
to power of the purse making further release of funds 
dependent on performance of the State Boards with res-
pect to clearance of outstanding Utilisation Certificates. 

Whenever officers of the Commission visit the State ~r  

for test-check of Unutilisation Certificates, with a view to 
ensuring that there exists a suitable machinery in the 
State Boards for pr.ocurement and processing of Utilisation 
Certificates, they invariably help and assist the State 
Boards, in solving of their Problems about these matters ,. 

29. In this connection, the Ministry has, however, also stated as 
follows:-, 

''T ~ Public Accounts Committee in their 49th Report (Third 
Lok Sabha) in para 2.21 had recommended that arrange-
ments and understandings that the establishment charge 
of the State" ~r  should be met by the State concerned 
should be adhered to strictly. Though some of the State 
Boards have not been able to get the required posts 
sanctioned from their State Governments and though it 
was in the interest of the Commission that utilisation 
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certificates ~re promptly received, in view of the afore-
~i  recommendation of the Public Accounts Committee, 
it had not been possible for the Commission to assist the 
Board in this regard to the required extent and to advise 
and exhort them to appoint adequate staff necessary for 
procurement and processing of utilisation certificates." 

30. The third reason, it has been stated, is that in recent years, 
the Boards have disbursed large amounts to individual artisans and 
small entrepreneurs. These artisans are mostly illiterate. They are 
not able to maintain any accounts, let alone proper account about 
utilisation of financial assistance r vi ~ to them. Yet the need. 
is there to provide assistance to such self-employed artisans in pat-
ent and undisputable cases particularly when organisational frame-
work of cooperatives etC. has failed to come up to the expectations. 

31. The Ministry have, however, stated that having regard to the 
non-availability of requisite accounts/records with individual arti-
sans for preparation of utilisation certificates, Commission have taken 
up the matter with Audit with respe:t to acceptance of utilisation 
certificates prepared on the basis Of collateral evidence about utilisa-
tion of funds by grantees for the intended pllrpose. 

(iii) Failure of Boardlinstitutions to submit Utilisation Certificates in 
respect of earlier assistance: 

32. According to Audit Report out of the grants and loans of 
Rs. 157.77 crores disbU'rsed to the State Boards up to 1977-78, Utilisa-
tion Certificates for Rs. 20.71 crores were awaited. As per the latest 
figures furnished by the Ministry this stood as Rs. 16.81 as on '30-11-
80. The Committee desired to know the number of cases together 
with amounts of loans and grants (in each case) paid to the State 
BoardslInstitutions even though they failed to submit Utilisation 
Certificates in respect of earlier assistance given to them. The Minis-
try of Rural Reconstruction informed to the Committee latest posi-
tion as given below: 

"(i) In respect of directly aided institutions the information 
about the number of cases with amounts, in which loans 
and grants were paid to institutions even though they had 
not submitted Utilisation Certificates in respect of earlier 
assistance cannot be furnished without going into the 
analysing the position about thousands of payments made 
over years to institutions and ascertaining the position at 



the time at ea..:n. su-cb. payment whether or not veriftca· 
tion of the expenditure statements by way of recoupment 
claim furnished by them had been made in respect of all 
earlier disbursements made to each of such institutions. 

(ii) All the State Boards have never cleared the outstandings 
in respect of Utilisation Certificates for any years and 
hence U.Cs. have always remained due from them in 
respect of earlier assistance provided to them, when fresh 
payments are made. As such all payments made to the , 
State Boards can be considered to have been made al-
though they had failed to submit Utilisation Certificates 
in respect of earlier disbursements. In the circumstances, 
it may be practically impossible to list out all the pay-
ments made to the State BOairds from time to time over 
the years for various schemes spread over numerous ac-
counts to give information about the number of cases with 
amounts where payments have been made to State Boards, 
without clearance of all Utilisation Certificates. The State 
Boards, in fact, are intermediaries for channelling of fin-
ancial assistance to the ultimate beneficiaries (implement-
ing agencies working under them) and not the direct 
users of funds themselves except in the case of their de-
partmental activities (which are relatively very small in 
the case of most of the State Boards). While considering 
discontinuance of further financial assistance to State 
Boards for their failure to submit Utilisation Certificates 
in respect of earlier assistance given to them, this position 
has necessailily to be kept in view. If further financial 
assistance is denied to the State Boards on the ground 
that they have failed to submit Utilisation Certificates in 
respect of some of the earlier disbursements made to them, 
even the institutions, whose performance in respect of 
submission of Utilisation Certificates to the State Boards 
is good, would unjustificably be denied the financial 
assistance which they should legitimately get. Althou.gh 
Commission does withhold further payment to the default-
ing State Boards, this punitive measure, in the very nature 
of things, can be taken only for a limited period. Hence 
the Commission instead of stopping release of further 
funds to the defaulting State Boards till Utilisation Certi-
ficates in respect of earlier payments are furnished by 
them in fun has been advising the State Boards not to 
provide assistance to the institutions which have not fur-



nished Utilisation Certificates, to them in respect of ear-
lier assistance. .i~ i n also continue to export and 
help the state Boards to clear their outstanding Utilisation 
Certificates as already stated above." 

(iv) Utilisation Certificates from Institutions now defunct: 

33. At the time of the finalization of Audit Report, according to 
the information supplied by 19 State Boards to the Commission, 
13458 institutions from which Rs. 8.42 crores were due were no 
longer functioning in August 1979. When asked :to indicate the 
number of institutions which had stopped functioning without sub-
mitting the Utilisation Certificates and the amount of loan involved 
and also the steps taken by the Commission to recover outstanding 
loans and Unutilised grants from such institutions, the Ministry 
stated: 

"Recovery of outstanding loans and unutiIiSed grants from 
institutions which have stopped functioning without sub-
mitting Utilisation Certificates, is ensured by taking action 
against them under Section 190 of the Commission's Act, 
according to which any amount payable to the Commis-
sion is recoverable in the same manner as arrears of land 
revenue or by refel11"ing such cases to arbitration provided 
for in the Hypothecation deeds executed by the institutions 
or preferring of such claims with the liquidators of co-
operative societies under liquidation or filling of civil suits 
etc. As a.t the end of 31-3-80 Commission had taken or 
initiated legal action against institutions I societies for re-
covery of Commission dues including the amounts of un-
utilised grants." 

(v) ec~very or Regularisation: 

34. The Committee desired to iknow the action taken by the Com-
mission for recovery or regularisation of Rs. 4.67 crores disallowed 
by the Commission while scrutinising the utilisation certificates for 
grants and loans paid to the institutions. 

35. While indicating the break-up of the amount of Rs. 4.67 
crores disallowed by the Commission, the. Ministry stated: 

"The break-up of the amount of Rs. 4.67 Cil"ores disallawed by 
the Commission while scrutinising the Utilisation Certi-
ficates between grant and loan is as follows:-

Grants: Rs. I· 51 Crores 

Loan Rs 3· 16 Crores 

Total - : Rs. 4-.67 Crores 
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Regarding the question as to what action has been taken for 
recovery and regularisation of the amount of Rs. 4.67 
crores, it may be mentioned at the outset that the expen7_ 
diture incurred by the institutions which could be, re-
gularised on re:::eipt of furthT information from them 
has, by and large, been already regularised. In some 
cases, where the expenditure CQuid -not be regularised the 
disallowance of expenditure is being objected to and dis-
puted by t'ae assisted institutions and some such cases are 
subject matter of arbitration or adjudication by the tri-
bunal appointed ~ the Government under section 25 ('3) 
of the Commission's Act. So far as the component of loan 
(Rs. 3.16 crores) in this amounts is concerned, its repay-
mentl refund is already being L:sisted upon in normal 
course. As such, major part of tne amount of Rs. 4.67 
crores is recoverable. However, it may be mentioned that 
major part of the total amount (grant and loan) is re-
coverable from institutions which are either defunct or 
under liquidation and in mo:;t c?ses, tho3e amounts are 
already included in the demand notices issued to the 
institutions and communicated to the District Collector for 
recovery as arrears of land revenue etc." 

36. The Commission disbUJ"Sed by way of loans and. grants 
Rs. 34l..67 crores for the development of khadi and Rs. 149.20 crores 
for the development 'of village industr!es during the period from 
IDS 7 -S8 to 1978-79. Out of Bs. 436.39 crores of loans and grants dis-
bursed upto 1977-78 to the State Boards and institutions, utilisation 
certificates for Rs. 50.68 Clores were awaited tUl September, 1979 and 
out of grants and loans of Rs. 157.77 crores disbursed to State 
Boards upto 1977-78, utilisation certificates for Rs. 20.71 crores were 
awaited till December, 1979. The Committee are told that out of 
B.s. 50.68 crores, outstanding utilisation c.ertificates as on 30th Novem-
ber, 1980 for the payments made upto 31st March, 1978 stood at 
Ks. 16.81 crores the major part of which was from the State Boards. 

37. Giving the reasons for heavy outstandings in respect of uti-
lisation certificates from the State Boards, the Ministry have stated 
that the major part of the amount for which utilisation certificates 
Were due was involved in defunct cooperative societies and bistitu-
tions. Secondly, the State Boards were not adequately staffed to 
attend to utilisation certificates work, and thirdly, since the State 
Boards have disbursed large amounts to individual artisan and small 
entrepreneurs who are mostly illiterate and that such individuals 
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are unable to maintain any aceounts let alone proper accounts about 
the utilisation -of financial assistance. The Committee note that the 
Commission, having regard to the non-availability of requisite ac-
countsjrecordswith individual artisans for preparation of utilisation 
certificates. has UDder CIOftsideration a proposal for acceptance of 
utilisation certificates prepared on the basis of collateral evidence 
about the utilisation of funds by the grantees for the intended pur-
pose. The Committee would like to sound a note of caution tbat 
before this proposal of "collateral evidence" is given effect to, the 
system should not, as a matter of course. be made applicable t~ every 
grantee. It should be confined only to exceptional cases or llliterate 
grantees living in backward rural areas. Otherwise the Committee - , 
apprehend, the procedure is likely to be misused. 

38. As regards givi~g of financial assistance to the State Boards 
for strengthening their staff, the Committee would like to reiterate 
their earlier recommendation made in para 2.21 of their 49th Report 
(Third Lok Sabha) in which it had been stated that such charaes 
should be met by the State concerned and not by the Commission. 

39. Regarding the iliformation about the failure of State Boardsl 
Institutions. to submit utilisation certificates in respect of earlier 
assistance before asking for a fresh assistance, the Ministry have 
stated that in respect of directly aided institutions such information 
cannot be. furnished without going into and analysing the position 
about "thousands of payments made over by the years to institutions 
and ascertaining the'''position at the time of each such payment whe-
ther or not verification of expenditure statements by way of re-
ceupment claim furnished by them had not been made in respect of 
earlier dHbursements made to each of such institutions." The Com-
mittee would like the Commission to examine the feasibility of in-
troducing a card system with a permanent loanlsubsidy number 
allotted to each grantee so that it is able to keep a track of all out..: 
standing loans and their proper utilisation before subsequent loans 
and subsidy' to such grantee are to he dealt with. The Committee 
feel that this system would help the Commi .. s;on in monitoring the 
information about utilisation of assistance given to the various 
institutions and individuals. -

40. The importance of furnishing the utilisation certificates by the 
institutions and State Boards has been stressed by the Committee in 
the past (vide 93rd Report-Fifth Lok Sabha). The Committee would 
like the Commission to take serious view in r~ar  to grant of fur-
ther assistance to the State Boards and institutions whieh are not in 
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a position to account reasonably for the moneys given to them and to 
produce certificates for their proper utilisation. H  a partiC1.;..lar State 
Board or an institution persistently defaults in rendering proper ac-

count of furnishing utilisation certificates, further assistance to such 
Board or Insitution should be discontinued. The Committee do not 
agree that such discontinuance will deny financial assistance to those 
institutions whose performance in respeC't of submission of utilisation 
certificates has been good. Suitabl& assistance can be provided to 
such deserving institutions. The Committee desire the Commission 
to make vigorous efforts to obtain utilisation certificates and -"0 get the 
backlog cleared at an early date. The Commission should see to it 
tbet no arrears relating to utilisation certificates are allowed to 
accumulate. 

41. The Committee also note that the Commission had taken or 
initiated legal action against institutions/societies which have stopped 
functioning without submitting utilisation certificates for re;;overy of 
Commission's dues including the amounts of unutilised gra.lts. The 
Committee desire the Commission to pursue this matter vi~ r u ly. 

The Committee would also like the Commission to publish t.1e names 
of such institutions and the names and addresses of their C lief Exe-
cutives, including the treasurers, by whatever name calle J. in the 
Annual Reports of the Commission. Through this method, at least 
the public would know the names of defunct institutions and their 
promoters. 

42. While scrutinising the utilisation certificates submitted by 
the assisted institutions, the Commission had disallowed an Rmount of 
Rs. 4.67 crores consisting of Rs. 1.51 crores given as grants and 
Rs. 3.16 crores as loan. On being asked to indicate the action taken 
to recover or regularise these amounts, the Ministry av~ merely 
stated " ...... the expenditure incurred by the institution] which 
could be regularised. on receipt of further information fro:n them 
has, by and large, been already regularised. In some cases, "here the 
expenditure could not be regularised the disallowance of expenditure 
is being objected to and disputed by the assisted institut:ons and 
some such cases are subject matter of arbitration or adjudication 

.so far as component of loan (Rs. 3.16 crores) in this :-;.mount is 
concerned, its repayment/refund has already been insisted upon in 
normal ::ourse. As such, major part of the amount of Rs. ·1.37 crores 
is recoverable ..... ,". 

The Committee regret to say that the information furnished by 
the Ministry is vague. The Committee desire the Ministry to furnish 
specific details about the action taken to recover this am:lunt of 

Rs. 4·67 crores. 
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(vi) Reconcilation of Accounts: 

43. The Committee desired to know the a::tion taken by the Com-
mission to lI'econcile the amount of Rs. 15.32 crores (loans) and 
Rs. 3.51-crores (grants) stated to have been refunded by the State 
Boards with the figure as ·per the Commission's own books of ac-
counts. The Ministry, in rep.l¥, stated: "The State Boards have been 
I requested to furnish details about the amounts stated to have been 
refunded by them for facilitating their cross checking with the ac-
counts/recO'!'ds of the Commission. Wherever this information has 
been received, !'eported refunds are being traced and linIted in the 
Commission's books of accounts and Utilisation Certificate records." 

(vii) Loan confirmation: 

44. Out of loans of Rs. 297.92 crores paid by the Commission to 
the State Boards and institutions till March 1979, for Khadi Village 
Industries programmes Rs. 170.83 crO'L'es were outstanding as on 31st 
March, 1979, but confirmation of balances was received only for 
Rs. 66.88 crores till September 1979. While indicating that the out-
standing balance of the loan as on 31st March, 1979 including loan 
imprest with the State Boa'!'ds and institutions was Rs. 182·93 crores 
and not Rs. 170.83 crores as pointed out in the Audit para, the Min-
istry informed the Committee that the present position (as at the end 
of 30-9-1980) in respect of receipt of confirmations fl:om the bor-
rowers for the total loan and imp!est balance of Rs. 182.93 crores 
was that the balanee amount for which confirmations were still due 
was only Rs. 69.57 crores. In this reg~r , the Ministry furnished the 
follOWing figures: 

Slate Boards 

Major IlIStitutions 

Other Institutions 

Tutal 

--_._----

Loim balance outstanding as on 

Village 
Industries 

No. Amount 

23 53·47 

21 1.89 

771 7·48 

815 62.84-

No. 

22 

18 

530 

570 _._-_ ...... -._-_. __ . 

Khadi Total 

Amount No. Amount 

(Amount-Rs. in cr ~e  

35.67 45 89.14 

34.19 39 36.08 

50•24 3101 57 72 

120.10 3185 182.94-

. -.. -.-......... _._-. -_._--.... 
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Balance to be confirmed as at 30-9-lgBo 
------- .. ---- --_._---- -------. -----

Village 
. Industries Khadi Total 

No. Amount No. Amount No. Amount 

(Amount-lb. in crore5) 

State Boards 8 23·47 5 4.83 Ig 28.go 

Major Institutions 13 1.50 II 19.9B 24 21 .0f.8 
Other Institlltions 287 3.92 15.86 of.8l 

Total 308 2B.8g 210 518 6g·56 
---_. -------

(vii'i) PTocedure tor obtaining confirmation: 

45. As to the procedure followed for obtaining confirmation of 
outstanding balances, the Ministry stated: 

"The loanee institutions and State Boards are requiTed to fur-
nish to the Khadi and Village Industries Commission each 
year a certificate of confirmation of loan balances out-
standing as at the end of financial year. As per Rule 22 
of the Khadi and Village Industries Commission Rules, 1957 
the Annual Accounts of the Commission are to be sub-
mitted to the Government of India and Audit Officers nor-
mally by the end of October, of the following year (now 
by the end of August as per the recommendation of the 
Parliamentary Committee on papers laid on the Table of 
the House). Since the Commission has to adjust the re-
countment bills of fne last quarter of the year against the 
imprest released during the course of the year, the ac-
counts are required to be kept open fOr adjustment in 
respect of imprest as well as receipts by way of transfer 
credits ~tc. The Commission has been insisting upon the 
aided bodies to submit all their recountment bills before 
31st of May of the following year, so as to enable the Com-
mission to carry out the necessary adjustments in. the rele-
vant year's accounts. The adjustment bills. however, con-
tinue to be received as late as upto the end of August or 
so. Since non-adjustment of such amounts would result in 
exclusion of expenditure represented by such bills from 
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the accounts of the concerned year and vitiate the corre::t 
picture about disbursement, Commission have willy nilly 
been required to keep their accounts open for all such 
adjustment. After the closure of the accounts, the loan 
balances in various industry and purpose-wise accounts are 
struek and these balances are carried forward to separate 
registers styled as "Loan balances confirmation registers". 
These balances are communicated to the loanee institu-
tions/State Bo8'l'ds as early as possible requesting them to 
verify the loan balances and acknowledge the liability. 
Through these registers only, despatch and receipt of the 
confirmation of loan balances are watched. 

Apart from the. above, since the onus of acknowledging the 
liability each year rests with the borrowing bodies, the 
Commission has prescribed submission of confirmation of 
loan balances outstanding as at the end of preceding year 
as a condition precedent for the release of imprest for the 
current year. MO'l'eover, submission or otherwise of the 
certificate of confirmation of loan balances is taken into 
consideration at the time of budget discussions which nor-
mally start from July each year. It may be pertinent to 
point out here that in cases where confirmation has not 
been received for more tlian two years, legal action, if 
necessary, is initiated. if special efforts to obtain coWh::: 
mation O'l' refund of loan fail. ~ 

The progress of receipt of certificates of loan balances from 
the loanee is alS!) being considered by the Commission at 
its monthly meeting (now every quarter)". 

46. Giving the reasons for not obtaining confirmation of the entire 
outstanding loan balances, the Ministry stated: 

"(i) Major portion of the balance outstanding particularly in 
respect of village industries loan to be confirmed is ac-
counte4 for by -the State Boards. Whenever State Boards 
representatives come fOT discussion of their annual pro-
gramme and allocations with the Commission they are 
being asked to confirm the loan balances of t ~ Commis-
sion with them and in most cases they do reconcile the 
balances as per their books with the __ balances appearing 
in their names in the Commission's books. trnfortunately, 
however, some of the State Boards do not follow up this 
exercise with formal confirmation of the balanr.p.s. In 



some other cases for some small difference between their 
figures and Commission's figures the State Boards do not 
send their formal confirmation letters of balances. For 
instance as per the Commission's records the loan out-
standing with the Tamilnadu State Board as at the end of 
31-3-79 in respect of village industries was Rs. 6.49 crores. 
Accounting to their books of ac:ounts however there was 
a difference of Rs. 50/-between their figure and figure as 
per the Commission's books. Since the board has not seht 
formal letter confirming the loan balance on account of 
this small difference, we have shown the entire amount of 
Rs. 6.49 crores as unconfirmed. Thus out of Rs· 23.48 ('!'ores 
of loan balances outstanding and to be confirmed as at the 
end of 31-3-79 under Village Industries by 8 State Boards 
6 State Boards having loan balances of Rs· 23.19 crores 
have agreed during the course of budget discussion held 
recently with them to confirm the loan balances ubje.~t 

to reconcilation leaving relatively small amount of Rs. 28.00 
lakhs for confi'l'mation by 2 other small State Boards. 

(ii) There is difficulty in getting the confirmation from the 
defunct institutions and institutions under legal action or 
such institutions--that do not approach the Commission for 
further financial assistance. There were 468 institutions 
from whom loans aggregating to Rs. 2.02 crores were due 
as on 1~7  .. which were either under liquidation or 
against whom legal action had been initiated by the Com-
mission'". 

47. The Committee .regret· to note that an amount of. Rs. 15.32 
crores (loans) and Rs. 3·51 crores (grants) stated to have been re-
funded by the State Boards remained to be reconcned with the 
figures as per Commission's books of accounts. The Committee are 
surprised to find that the Commission has requested the State 
Boards to "furnish details about 'the amounts stated to have been 
refunded by them for facilitating their cross checking with the 
accounts/records of the Commission." The Committee consider this 
as another proof of the weakness in the maintenance of accounts 
and records of the Commission. The information about the pro-
gressive position of refund:;/rec8very ~f grants and loans ought to 
be available with the Commlwsion and it should not be necessary 
for the Commission to seek such information from the loanees to 
reconcile its accounts. 
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(8. As regards confirmation of loans by Ithe borrowing 'OOdies, 
Commission is stated to have "prescribed submission of connl'D1ation 
of loan balances outstanding at the end of preceding year as a condi-
tion r~ce ent for the release of impr'est for the rurrent year" and 
"in ca '~  where confirmation has not been received for more than 
two years, legal action, if necessary, is initiated, if special efforts to 
obtain ~ nfir ati n or refund of loan fail". The Committee have 
been informed that the major portion of the balance outstanding, 
particu'arly in re ~t of village industries loan to be confirmed rs. 
accounted for by 'the state Boards. The Committee do not consider 
this a justifiable reason for non-receipt of confirmation. This state 
o.f affai,:, has created an impression on the Committee's mind that 
financia ~ procedures are no't being followed by the State Boards. 
The Commission is stated to he facing difficulty in getting coniirm-
ation from defunct institutions or institUtion un(fer legal action or 
such imltitutions .which do not approach the Commission for furher 
finandal assistance. The Committtlel desire tbat, besides taking action 
permissible under the law against the defaulting institutions, tbe 
details of loan together with 'the names of such institutions and 
those of their Chief Executives/promoters should be published in the 
Annual Reports af the Commission. This will, at least, invi'te p •• bUe 
attention to such institutions/individuals and possibly deter other 
institutions to fan in line with defaulting· institutions. 

(ix) Recovery of over-due loans: 

49. As in September, 1979, as per the default statements submit-
ted by the State Boards, Rs. 9.1 crores of loans were overdue for 
repayament and the loans over-due from institutions were Rs. 4.70 
crares. When asked whether the Commission had any system of 
its own to ascertain the details of the. loans that had become over-
due from the State Boards, the Ministry stated: 

"It is not that the Commission does not have a system of its 
own to ascertain the details of loans that become over-due 
from the State Boards. Till 1974 default statements were 
being prepared and communicated to the State Boa'l'ds 
and the recovery of such over-due loans followed up and 
the progress in this respect was being submitted to the 
. Commission every quarter. However, since the State 
Boards a'l'e paid numerous loans during a year for different 
schemes and for over 20 Industries having. different 
tenures and terms of repayment the entire exercise of 
working out the over-due amounts had become so time 
consuming that by the time such information WRS !'eady, 
its practical utility waa almost lost." 
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50. The Committee desired to ,know the steps taken by the Com-
mission to effect prompt recovery of these over-due loans. The 
Ministry inf07:med the Committee thus: 

"Regarding recovery of over-due loans from State Boards, the 
position is that their ability to repay loans to the Com-
mission in accordance with tenure and terms of repay-
ments really depends on the timely repayment of loans 
to the State Boards by the institutions assisted by them. 
Defacto, the State Boards work as intermediari&3/agents 
for <:hannelling of Commission's loan assistan('e to the 
ultimate borrowers, i.e. institutions, societies and indivi-
dual artisans, etc., although dejure, the State Boards are 
borrowers of Commission's loans funds with the liability 
to repay loans as per prescribed terms and conditions. 
As already observed in the -Audit Report,. as ~any as 
13,458 institutions and societies financed by the State 
Boards are reported to be defunct or under liquidation 
and that these bodies owe loan of Rs. 8.42 crores to the 
State Boards. The Commission h"s therefore been exhort-
ing the State Boards to take expeditious action for 
'e~ very of loans locked up in defunct or dorment socie-
ties and institutions. Unfortunately, however, even 
where the State Boards have taken necessary steps for 
recovery of their dues from such institutions and societies, 
the whole recovery process is found to take an in07:di-
nately long time. 

The Commission has been taking the State Boards to ascer,-
tain the irrecoverable amount in each <:ase of defunct 
institution or society and to sanction write-off of such 
amount and to send to the Commission the required SUtte 
Board'slState Gove!'Ilments' share of this loss so that the 
Commission could, in its turn, take up the matter about 
the write off of such irrecoverable loan amounl"l and 
sharing of consequential loss. As early as in 1962 the 
Commission had taken up the matter of building up 
reserves bv the State Boards with the assistan"e of State 
Government to meet s\reh losses, both with the State 
Governments and the State Boards. Most of the State 
Boards however are found to have not created such 
reserves, particularly for want of rel:J.uired assistance from 
their State Governments." 
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51. AJ; to the latest positiOn regarding recovery of over-due loans 
from institutions, the Ministry stated: 

"Regaxding recovery of over-due, loans from the institutions, 
the latest position is that as against Rs. 6.76 crores, which 
were over-due as on 31st March, 1979 the figures as on 
.30th September, 1980 was of the order of Rs. 6·44 cr r~ . 

This amount of over-due loans includes an amount of 
Rs. 2.91 crores .due from institutions  which are already 
under legal action for !'ecovery of Commission's dues. 
Apart from this the over-due amount also includes an 
amount of over Rs· 2 crores in respect of working capital 
loans paid for village industries. T e~ working capital 
loans Me normally to be converted in,to working fund and 
when once they are so converted, the institutions are not 
to pay any part' of this amount so long as their retention 
by them is justified with reference to their actual pro-
duction and sales and the targets set in the light of such 
achievements. These defaults haVe however been worked 
out with !'eference to the tenures and terms of repayment, 
according to which working capital is to be repaid within 
"5 years, 30 per cent at the end of the 3rd year another 
30 per cent at the end of 4th year and the balance 40 per 
eent at the end of 5th year. As a good part of this amount 
Is eligible fO!' conversion into working fund and is in 
course of such conversion, strictly speaking this cannot 
be called overdues as sueh. 

These two amounts account for about RS. 5 crores of the total 
amount of Rs. 6.76 crores that was overdue as at 31st 
March, 1979. Regarding recovery of the balance amount, 
which is in respect of capital expenditure loan, the matter 
is invariably taken up with the concerned institutions 
when they come for budget discussions either in the Cen-
tral Office of the Commission or in the discussions held at 
state-level at the outstation and the repayment behavioU'l" 
()f the institutions is taken into account while agreeing for 
future allOcations. 

It may also be pertinent to mention in respect of these over-
due loans under capital expenditure that although while 
prescribing the terms and conditions governing. the grant 
of loans under Rule 8(a) of Khadi and Village Indu!;tries 
Commission Loan Rules (1958), Government have ap-
proved that the loan for pucca structure shall be for a 
period of 20 years and the loans for kutcha structure shall 
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be for a period of 10 years, the Commission has been 
trying to see that the repayment is e1fected within ten 
years in case of pucca structure and within 5 years in the 
case of kutcha structure and these' ovel"-dues have been 
worked out on this basis. However from practical ex-
perience, it is found that these tenures are unrealistic. If 
the Commission had adopted the approved liberal tenures 
majo.r portion of this over-due amount would not have 
appeared as over-due." 

52. The Committee note that as in September 1979, an amount of 
Rs. 9.14 crores was over-due for recoveQ1 from the State Boards and 
Rs. 4.70 crores from institutions. 

As regards recovery of over-due loans from State Boards, the 
Ministry have stated tha't their abBity ta repay loans to the Com-
mission is dependent on the timeiy repayment of loans to the State 
Boards by the institutions assisted by them. The Committee do not 
agree that the repayment of loan can be mad'e completely c'ontingent 
on the institutions' repaYment. The State Boards have a definite 
responsibility in the matter. Only when they are made to realise 
,this, concrete etforts for recovery can be expected of them. 

53. The Commission has also been asking the State Boards to' 
ascertain the irrecoverable amount in each case of defunct institu-
tion or society and to sanction write-otf of such amount and to sf!nd 
to the Commission the required State Board's/State ~vern ent ' 

share of this loss so that the Commission could, in its tum, take up 
the matter for the ~te- tf of such irrecoverable loan amounts and 
sharing of consequential loss. The Committee do not agree with 
this approach of ,the Commission as would like such losses to be 
eDtirely borne liy the state Boards. 
54. The Committee also note that as eady as in 1962, the Com-

mission had taken up the matter of bunding ~  reserves by the 
State Boards wfth the assistance of State Government to meet tbe 
irrecoverable losses, both with the State Boards and the State Gov-
ernments. The Committee are informed 'that most of the State 
Boards have not created such reserves, particularly for want of 
required assistance from their State Governments. At this a~e. 

the Committee would like to emnhasise that it shourd not be the 
concern of only Central Government and Khadi and Vmage Indus-
tries Commission to develop khadi and viDa«e industries for tm-
provbl« the economic life oJ 'the people in vi a~e , but equally nf 
the State Govemments/UnioD Territories and State KVlC Boards 
also. 
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The Committee therefore desire that bOth the Central Govern-_ 
ment and the Commission should pursue the matter of buDding up 
rserves by the State Boards for absorbing irrecoverable losses with 
the respective State Governments. The Committee feel that finan-
cial discipline has to be imposed on 'the State Boards. Irrecoverable 
lORDS/losses should be met only from Special Reserves created by 
the State Boards and in no case the Commission should share such 
losses. 

55. For implementing the programmes of development of khadi 
and village industries, it requires investment of enormous amount 
of funds which the States, with their revenue resources, may not 
have financial capacity to invest. Therefore the Central Govern;. 
ment places annually funds in the hands of the Commission which 
in turn are disbursed to the State Boards for implementing khadi 
and village industries development programmes. The Committee 
feel that it is mainly in the interest of the States to see that these 
funds are properly utllised. 

The Committee do not find any reason to make a distinction 
between de facto and de jure liability of thel State Beards to repay 
loans according to prescribed terms and conditions. 

(x) Guarantees for loans: 

56. According to Audit, the Commission had been press:ng the 
State Governments to give guarantees for loans paid by it to the 
State Boards. Against loan of Rs. 89.14 crores outstanding against 
23 State Boards as on 31-3-1979, guarantees to the extent of Rs. 68.35 
crores only had been received, leaving the balance of Rs. 20.79 
crores uncovered. Explaining the reasons why the guarantees for 
this balance were not obtained from the respective State Govern-
ments, the Ministry stated: 

"The State Boardwise breakup of the loan amount of Rs. 20.79 
crores in respect of which Commission was eithe,r to get 
guarantees from the State Governments or the amend .. 
ment to the State Boards Acts on the desired lines pro-
vicpng for the :required guarantee were to be is as follows: 

-------_._-_._------------
~. ~n crorcs 

A 1 dhra Pradesh State Board 4 95 

Tamil Nadu State Board '3.23 

West Bengal State Board 1.85 

Gujarat State Board o. ?6 

TOTAL 20.79 
._---------------
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The present position in respect of providing of guarantees etc. 
in respect of the above mentioned amount is given below:-

Andhra Pradesh State Khadi & Village Fndustries Boords 

As a result of persistent follow up efforts pending',consideration 
and issue of amendment in the provisions of the Andhra Pradesh 
Khadi & Village Industries Board Act, Andhra Pradesh State Gov-
ernment agreed in May, 1978 to furnish the guarantee to the Com· 
mission in the prescribed form for the funds released by the Com-
mission to Andhra Pradesh Khadi and Village Industries Board 
during the years from 1970-71 to 1977-78. Subsequently the State 
Board forwarded, a draft agreement (guarantee) duly filled in 
to be executed by the State Guvernment for an amount of 
Rs, 2,61,19,637.85 payable by the Board to the Commission as on 
31-3-79 relating to the funds disbursed by the Commission to the 
Board for 1970-71 to 1977-78. The draft agreement form was thel 
one as prescribed by the Commission. The Commission, howevet, 
informed the Board that as per its records the outstanding position 
of loans as on 31-3-79 was 4,95,09,241.78 and requested the State 
Board to move the State Government to furnish the guarantee for 
this amount. In the meanwhile, the State Government has been 
issuing yearly guarantee for the period (conditional) in the form of 
Government order and the total amount of such guarantee for the 
period from 1970-71 to 1977-78 works out to Rs. 413.95 lakhs for the 
amount of grants and loans released or agreed to be released by the 
Commission to the Board during these years. Thus it may be soon 
that out of the amount of Rs. 4.95 crores which was due from the 
State Board as at the end of 31-3-79, the State Government has 
agreed to cover an amount of Rs. 2.61 crores by their guarantee in 
the form prescribed by the Commission. The guarantee for the dis-
bursements made during the year 1978-79 which included in the 
aforesaid balance of Rs. 4.95 crores would also be received. The 
real problem which remains to be resolved is about State Govern-
ment guarantee to be received for the loans paid to the Board prior 
to 1970-71. 

• • •  • • 

The correct 'position in this respect has been explained to the 
State Povernment representatives in the past and the question in 
respect of guarantee for funds paid prior to 1970-71 is again being 
taken up with t.lJ.e State Government. The State Board has also 
been re ue~tc  to get the Act amended as early as p'essible. 
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Tamilnadu State ~ & ViUage Industries Boards 

During the budget discussions in 1978, the Tamilnadu State Board 
intimated that the question of m.J.eAding the provisions of the State 
Board Act was under consideration of the State Government. The 
Board was advised that it should immediately move the State Gov-
ernment to issue the yearly guarantee in the form approved by the' 
Commission, pending amendment to the Act which might take some 
time. Subsequently, the Commission pursued the matter both with 
the State Board and the State Government. In March, 1980 the 
Tamilnadu State Government has. informed the Commission that the 
proposal of amending Section 25(5) of the Tamilnadu Khadi and 
Village Industries Board Act, 1959 in respect of providing the guaran-
tee by the Government to Khadi and Village Industries Commission 
for the loans obtained by the Tamilnadu Khadi & Village Industries 
Board was under consideration of the Government. Durig the budget 
discussions held with the Chief Execu.tive Officer and Financia1 
Advtser of the Tamilnadu. State Board on 25th July 1980, it was 
agreed that necessary amendment to the State Board Act is suggested 
by Commission would be introduced in the next session of the State 
Assembly and the amendment of the Act would be done by the 
end of the year. The matter is being pursued. 

West Bengal Khadi & Village Industries Board: 

As a result of persistent efforts, the West Bengal State Govern-
ment informed the Commission in May, 1980 that it had been decided 
by the State Government that the State Government guarantee 
would be accorded for the loans already advanced by the Commission 
during the year 1971-72,  1974-75, 1975-76 and 1976-77, and that for 
future loans separate guarantee would be issued in each case men-
tioning the amount. Accordingly the State Government has provided 
guarantees for amount aggregating to Rs. 94.85 lakhs. As regards·· 
guarantee of funds lent to the Board during the years 1972-73 to 
1973-74 State Government has regretted its inability to ·a.ccord gua· 
rantee retrospectively. The Commission, however, is pursuing. the 
matter with 4:he State Government for obtaining guarantee for the 
above mentioned years and this was reiterated in the meeting with 
"the Chairman and Financial Adviser and Chief Accounts Officers of 
the State Board held on 21st July, 1980, wherein the Board ha.c; 
agreed to take up this matter with the State Government (it may be 
noted that so far the Commission has received guarantee of loan of a 
total amount of Rs. 94,85,615.99 for the period 1971-72 and from 1974-
'15 to 1978-79). . 
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From the above, it would be clear that the Commission has been 
consistently and persistently making every effort to obtain guarantee 
from the State Government and as well as to get the State Board 

Acts amended." 

5'1. The Committee find that inspiiel of the pressing requests DUlde 
b, the Commission to the State Governments to give requisite 
guarantees for loans paid by it to the respective State Boards there 
was still an amount of Rs. 20.'19 crores remaining uncovered. by 
such ~tee  as on 31-3-19'19. The Andhra Pradesh State Board 
has to provide the requisite guarantee for &S. 4.95 erores, Tamil 
Nadu State Board for Bs. 13.23 crores, West Bengal State Board for 
Bs. L85 cro.res and Gujarat State Board for Rs. 0.'16 erore. The 
Committee eonsider it imperative that the entire loan advanced to 
State Boards should invariably remain covered at all times by the 
guarantees given by th rspeetive State Governments and no devia-
tion sbollld be made in this regard. The COmmittee would also like 
the Central Government to exert its pressure on behaU of the 
KVIC on the State Governments to settle the matters relating to 
giva. of guarantees by the State Governments. The Committee 
would like to be informed of the action taken in the matter within 
three months after the presentation of this Report. 

(xi) Equitable mortgages: 

58. As POinted out by Audit, the Commission had decided to 
obtain equitable mortgages to secure loans paid to the institutions. 
No mortgage deeds had, however, been obtainea till September 1979 
from 1,132 institutions against which loans totalling Rs. 33.57 CT'ores 
were outstanding (March 1978). The Commission stated in DeCem-
ber, 1979 that loans paid to the institutions, which had not created 
equitable mortgages, were covered by security in the form of 
hypothecation of their movable assets and "that besides most of 
the institutions being small and not having sizeable immovable 
assets for mortgage in favour of the Commission ... the process 
of obtaining the title deeds from them was complicated and slow". 
Explaining the reasons why mortgage deeds were not obtained 
from these institutions, the Ministry inter Blia stated: 

"Out of Rs. 33.57 crores of loans which were not covered by 
mortgage deeds, 2 institutions owing Rs. 11.46 crores to 
the Commission as at 31-3-1978 have deposited title deeds 
of their properties with the Commission with the inten· 
tion of creating equitable mortgage to secul'e ~. loanB. 
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One other in~tituti n owing B.s, 1.16 crores to the Com-
mission by way of loan as on 31-3-78 had been pleading 
all these days that the security provided to the Com· 
JIllSSion for its loans by that in.o;titution in the form of 
hypothecation of their moveables, (stocks etc.) is much 
more than the loan amount owed by the institution to the 
Commission. Commission has however decided to ask the 
institution to execu.te equitable mortgage of its im-
moveable property, which it is likely to do soon. Thus the 
balance amount which remains to be covered by mortgage 
deeds is about Rs. 21 crores nOw. Of this amount, nearly 
B.s. 2.00 crores are due. from institutions which are already 
under legal action for recovery of Commission's dues. 

Creation of equitable mortgages by 45 institutions, owing 
Rs. 7.74 crores as' on 31-3-78 to the Commission by way 
of loan are in course of completion. These institutions 
have deposited the title deeds of their immovable proper· 
ties with the Commission. 

* * * * 

It may however be pertinent to note in this connection that 
the principal and primary security in respect of loans 
paid by the Commission to institutions and societies is 
provided by the Borrowers in the form of hypothecation 
of their moveable assets and the mortgage of immov-
ables _in most cases. serves the purpose of a collateral or 
additional security. 

... ... 11< 

·the Commission has been vigorously pursuing the question 
of obtaining equitable mortgages from the remaining 
institutions and has asked the State Directorates of .the 
~ n to contact the institutions for expeditious 

c ~ 1eti n of the formalities in respect .of creation of. 
mortgage of their immovable properties in favour' of 
the Commission. With a view to pressurising the institu-
tion to create the equitable mortgages, CommIssion has 
been withholding release of funds to the defaulting' i~
tutions and funds are released in' such cases when the 
instftutiODl undertake to execute mortgages: CompIfani:eS 
by them with their undertakings is also being followed up". 
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58. 'I'he Committee find tbat 1,132 institutions had not created! 
equitaMe mortgages to secure loans paid to them by the Commission. 
T.he 1IQ.covered loans amounted to Rs. 33.57 crores as in March IM8. 
According to the Commission most of such institutions are small and 
do not have sizable immovable assets for mortgage in favour of 

the COlrumission.· The Committee are informed that the loans paid' 
to the institutions, whicb had not created equitable mortgages, Were 
covered by security in the form of hypothecation of their movabl. 

ASsetS. As stated by the Ministry, two institutions owing Rs. 11.46· 
cr0f.'! to the Commission have deposited title deeds of their proper-
ties. to the Commission witb the intention of creating equitable 
mortgag,le to secve the loans. Another such institution owing 
Rs. 1.1' crores to the Commission by way of loan as on 31st March 
1978 is stated to have pleaded that the security provided to the Com-
mission for its loan by the institution in the form of hypothecation 
of its nuovables was much more than the loan amount owed to the 
Commi!lsion. ' The Oonmission has, howeVfer, .ecided to ask the 
institution to execute equitable mortgage of its immovable property 
"which it is likely to do n~. Nearly Its. 2 crores are due from 
institutions which are already under legal action for recovery of 
Commisl!lion's dues. Creation of equitable mortgages by 45 institu-
tions o1\,ing Rs. 7.74 crores as on 31st March 1978 to the CommissioD 
by way of loan are in course of completion. These institutions have 
depositell the title deeds of their immovable property with the Com-
mission. The Ministry has also informed the Committee that the 
principal and primary security in respect of loans paid by the Com-
mission to; the institutions and societies was provided by them in 
the form of hypothecation of their movable assets and the mortgage 
immovables in most cases serves the purpose of collateral or adell-
tional security. 

GO. 'lhe Committee would like the Commission to obtain equi-
table mortgage against all loans advanced to various institutions. It 
is for tll.e institutions borrowing funds from the Commission to ex-
pedite creation of mortgages in addition to hypothecating their 
movable properties. Tbe Committee recommend that the Commis-
sion should exert its power of the purse over such institutions and 
keep its loans secured fully. 

C. Performance in Khadi development 

61. The Public Accounts Committee in their 93rd Report (Fifth 
!.ok Sablha: 1972-'73) while expressing their disar.?pointment anti dis-
satisfacttl)n at the working of the Khadi :and Vfllage Industries 
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Commission, had observed: "Their disappointment arises from the 
fact that the Commssion's field of activities is of great importance-
to the country and its impact on the country's development, in par-
ticular in so far as it affects the weaker sections in rural India, had 
it functioned as it was expected to function, would have been very 
great indeed. As it is, such area as it has been able to cov.er during 
the past two decades of its existence.Jfrom 1953 to 1957, as All 
Inc\ia Khadi and Village Industries Board and from 1957 onwards as 
Kha:di and Village Industries Commission) has benefited from its 
operations only marginally. The Committee's dissatisfaction arises 
from the fact that such benefits as have accrued have been smaller 
than is commensurate with the funds placed at the disposal of the 
CoInmission and with the enormous amount of goodwill, both offi-
cial and non-official, that it enjoyed. As much as Rs. 289.93 crores 
were ~lace  at the c\isposal of the Commission during the period of 
its existence. And for uds substantial amount, the Commission bas. 
disappointingly little td'show by way of achievement." 
62. Later, in the action taken notes, the Committee was inform-

ed about the achievements of the Commission in the following sum-
mary form:-

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

(ii) widening of coverage of villages from mere 25,000 in 
1953-54 to over one lakh villages in 1970-71; 

(iii) creation of an institutional infrastructure in the form of 
State Boards, registered institutions, industrial cooperative; 

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

(v) improvement in quality of prorlucts; 

(vi) reduction of grant element in the programme; 

(vii) more financial discipline in the working; 

(viii) contribution to export promotion efforts." 
(132nd Report of PAC, Fifth Lok Sabha, 1973-74:). 

63. A further review of the performance of the Commission con-
ducted by Audit in September 1979 reveals the facts given in suc-
ceeding ~agra . 

As pointed out by the Audit, the Commission had given finan-
cial assistance totalling Rs. 350.25 crores (Rs. 158.96 crores as grants 
and Rs. 197.29 crores as loans) during .the period from 1953-54 to 
1978-79 to various State Boards, institutiOns, etc. for implementing 
the kharli programmes. However after attaining a peak level of 
pro(luction of 858.54 lakh square metres in 1965-66, there was sharp 
decline to 557.19 Iakh square metres in 1973-74. The annual level of -
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production of khadi attained in 1978-79 was 715.05 lakh sqUare 
_metres of cloth. About 637.65 ]akh square metres were accoUnted 
for by the nine States and the balance of 77.40 lakh· square metres 
by the remaining twelve States and Union Territories. The im-
balance in the development of ikhadi among different States had 
been brought out earlier in the Report of Khadi Evaluation Com.-
.mittee (1960), Estimates- Committee (1961-62) and Ashok Mehta 
Committee (1966). The Audit pointed out that out of 1,227 imple-
menting agencies functioning in the country in 1978-79, 924 were 
·operating in the nine States, namely, Uttar Pradesh, TamU Nadu, 
Rajasthan, Punjab, Gujarat,Andhr,a Pradesh, Maharashtra and 
Kamataka. The remaining 12 States and Union Territories together. 
had only 303 agencies. In Na·galand no· implementing agency had 
"been set up till 1978-79. 

64. The following table indicates the progress of khadi develop-
ment in terms of production and employment nuring the successive 
plan periods under the All India Kha'di and Village Industries 
'Board upto March 1957 and thereafter under the Commission:-
-------- -----------------_.- ------

"Annul level attained at the end of Production -Bmployment 
----------- -- ----- --------

Quantity Value Full Part Total 
(In lakh (In time time 
square c:rores 
metres) of 

rupees) 
--------- ---- --- ------

-Pirst Plan ([955-56) 1I39·go 5.54 0.6[ 5·96 6·57 

Second Plan ([g60-6[) 537. 65 14. 23 2.06 15·08 17· [4 

'I'hird Plan (1965-66) . 848·54 26.81 1.82 1'1. 13 18·95 

Annual Plan (1g68-6g) 600.19 23.38 1.32 12.03 13·35 
It-

Fourth Plan (1973-74) 557. 19 32·72 1.07 7·" 8.84 

'Fifth Plan (Upto 1977-78) 684. [2 6f.8g 2.39 6.Bs 9 22 

(Upto 1978-79) . 715.0 5 'J6·54 2·43 '·9[ "[0.34 

65. The Committee desired to know the steps taken by the Com-
miSsion to improve the performance iii the Khadi nemopment 
after 93rd ~rt of the Public Accounts Committee (1972-73): The 
"Ministry, in reply, stated as under: 

New Model Ch4rkhas Programmes: (1) In January, 1971; 
follOWing measures for improving the performance in 
khadi development. 

New Model ChtItr'lihas Progrcimmes (i) In Janu~, 1"1 •. 
the GoVeminent of India accorded approval for Nile 
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programme. This helped considerably to bridge ~~ 
technological gap which existed dUl'irrg the period 1965-
66 to 1970-71 and which to some extent was responsible 
for fall in production. Three types of NMCS (all steel) 
i.e. 2 spindle, 6 spindle and 12 spindle were distributed 
.in the field. Till 1978-79, 42840 two spindle, 66405 six 
spindle and 62.., twelve spindle charkhas aggregating to 
1,09,870 N. M. Charkhas were clistributed. In 1978-79, 
10,04,757 persons were engaged in New Model Charkha. 
The percentage share of NMC in the total year produc-
tion in 1978-79 was 32 per cent. The NMC yarn is qua-
litatively superior. Due to NMC, the spinners and other 
workers are able to get full time employment whereas 
on the· traditional charkhas the spinners were mostly 
part time. Due to improvement in c>roductivity, the 
earnings of the artisans have improved. In other words, 
the NMC programme not only arrested the decline in 
cotton khadi production but also helped it to register 
progress. The problem of sub-standard k ~ i was also 
solved because of improvement in yarn. The New Model 
Charkha has also become acceptable to the spinners 
as they can learn spinning with little training. The 
overall quality of yarn has improved mainly because 
of powerisation of pre-spinning processes; Due to' adop-
tion of workshed pattern for 600 twelve spindle NMC, 
there is better supervision and quality control. The 
production of NMC would have increased faster but for 
the difBculties faced in manufacture of NMC on a large 
scale. Kha'di and Village Industries COminission is 
looking into all these ~ct  and hopes to Ave them 
early. On 6-spindle me· the average spinner can eal'll 
Rs. 4/-to Rs. 5/-for 8 hoUl'S work round the year. 

(2)' Muslin .Development: 

Khadi & Village Industries Cominission has evolved a char-
kha for spirii1ing cotton yarn of higher counts Le. muslin. 
This chartha adOptee{ tbe ring: frame spinning technology 
and had earlier 5 spindles. This lias been fUrther improv-
ed and fitted with '1 a;>indles. Yarn even ~ t  ~c unt 

can be spun on this charkha by using cettaili varieties of 
cotton, viz., sea-islands and suen. It was found that·muslin 
spinning activity has great potential for development in 
areas having. humid climate Le. in the coastal regions of 
the cowitry. Upto 1 '18-; ~ 1,826 cbarkhas 'Were in the field 
ant{ the percentage share of muslln yarn was one per cent. 
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The craft of muslin spinning which was on the verge 
disappearance could again be revived. There is consumer 
preference for muslin cloth. An important feature if mus-
lin khadi is its capacity to provide higher ~ capita ear-
Ilinis and ensuring full time work. Khadi an:d Village 
Industries Commission intends to pursue this programme 
vigorously in the entire coastal region of the country. At 
present, it is concentrated in Ketala, Tamil Nadu, Andhra 
Pradesh ann West Bengal 

(3) Switch-over to Sales Rebate 

The Khadi & Village Industries Commission by, experience 
found that subsidisation at sales point is beneficial to the 
programme than subsidisation at the weaving stage. 
Therefore, with effect from 1-4-1976 it reverte to sales 
rebate. However, the extent of subsidisation has been 
reduced from 20 per cent to 10 per cent. Khadi and 
Village Industries Commission has alsQ evolved the sys-
tem of-breaking the spells for special sales rebate which 
has also helped in sales promotion. The period of special 
sales rebate is also linked with the local requirements. 

(4) Cotton Purchase: 

To enable the institutions to have cotton of desired quality 
at reasonable prices, Khadi ~'  Village Industries Com-
mission strengthen all its cotton purchase arrange-
ments. It ascertains the annual requirements of cotton 
O'f different institutions. KVIC has made arrangements 
with the banks by obtaining cash credit facility. In 1978-
79 under the system of .cotton purchase arrangements 
KVIC procured cotton of Rs. 8 crores and supplier\ to diffe-
rent institutions. Similarly, KVIC imported merino wool 
for its woollen khadi activity of Rs. 75 lakhs for which 
also institutional finance was available of. This has 
helped in creation of employment oportunities in hilly 
areas of the country. 

(5) Institutional Finance: 

For procurement of raw materials viz., cotton and wool, 
Khadi & Village In'd\1stries Commission has entered, into 
cash cr~t. arrangements with three banks (State Bank 
of India, Punjab National Bank ',nd Allahabad Bank) for' 
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an aggregate amount of Rs. 9.30 crores. With effect trom 
1-4-1977 the comprehensive interest subsidy scheme has 
been introduced. Under the scheme) khadi institutions are 
provided wor.king capital and capital.expenditure resources. 
In 1978-79 khadi institutions and State Boards were sanc-
tioned eligibility of Rs. 5.40 crores by Khadi and Village 
Industries Commission (for khadi). Around Rs. 3.00 crores 
have been availed of. To some extent, the institutional 
finance has been able to bridge the resource gap . 

.(6) Accepted Tender Supplies: 

In 1978-79 sales under Accepted Tender Supplies constituted 5 
per cent in the tital sales of khadi. In A T. sales the share 
of woollen khadi was Rs. 1.76 crores and cotton khadi 
Rs. 2.38 crores. In the past, there were difficulties in the 
absence of firm orders from Director General, Su,pply 
and Disposal. KVIC has now been able to get firm orders 
from the Government. There are certain problems re-
garding specifications, price preference etc. -which are 
being e.xaminerl at higher level. KVIC is also pursuading 
the state Governments and other public sector under-
takings for according purchase preference to khadi. 

(7) ImpTovement.'1 in Marketing: 

In the field of marketing khadi, KVIC has taken a number of 
steps as: 

(i) improvement in manufacture of readymade garments 
in khadi for which demand is on the increase; 

(ii) improvement in dyeing and printing. The demand for 
printed varieties is on the increase; 

(iii) renovation of bhandars and .bhavans and opening of new 
sales outlets; 

(iv) obtaining facility of cash assistance for exports of khadi . 
and KVIC has- been. recognised as a registering autho-
rity for exPorters; 

(v) popularising the emblem and standardising the name 
plates of kh"adi bhandars/bhavans; 

(vi) participation in various exhibitions with lh-e demonstra-
tion on manu.fa.cture of khadi; 

(vii) popularising the designs for printed varieties amongst 
institutions; 
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(viii) KVlC has also requested the Government phased reser-
vation for some khadi products like Nivar, towels# 
kerchiefs, dusters, barrack blankets etc. is also being 
examined. --(8) Servicing facilities fur inStitutions engaged in manufacture of 

Khadi: 

KVlC has strengthened its servicing facilities especially re-
ft)airs, supply of spare parts, supervision etc. The Waiting 
perioc\ of the institutions in getting the spare parts has 
considerably been reduced due to the establishment of 
godowns at State offices. 

(9) In the field of technical support, KVIC has posted its technical 
staff in various State Offices to personally attend fo the problems 
faced by these institutions. KVIC has introduced improved card 
scutcher and not spinning wherein the open end principle is follow-
ed. Recently KVIC has developed a charkha for weaving woollen 
yarn. 

(10) The training inputs for the institutions especially on finan-
cial. management, organisation etc., is provided by the KVlC's train-
ing institutions. 

(11) Studies UndA!rtaken: 
After 1972, KVIC undertook the following important studies fOT 

kha.di:-
(i) Socia-economic study of spinners engaged in New Model 

Charkhas; 

(li) Working capital study of khadi; 

(iii) Panel appointed by National Council of Science ad 
Technology to study technological problems of khadi and 
formulate Science and Technology proposals; 

(iv) Committee to stUdy application of labour laws to K.VI; 
(v) Khadi marketing by Indian Institute of Management; 

(vi) Study on improvements in quality of khadi; 
(vii) Committee to examine problems being faced in connec-

tion with Khadi Development Programme; 

(viii) Cotton purchases by a consultancy firm. of Bombay; 

(ix) Khadi Marketing by Industrial Development Services .. 
New Delhi. In addition. the various problems are studied 
by the KVIC from time to time; . 
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(x) Study of, the Peoples Education Programme which intn-
aZia examined training of spinners, weavers and mana--
gerial staff of khadi inStitutions. 

(12) Science Gnd TechnoJogy Proposals: 

In the light of the !reCommendations made by the Panel on 
Khadi appointed by the National Council of Science and Technology 
a number of Science and Technology schemes were launched for 
which a special provision was made in the Annual Plan for KVle." 

66. When asked to indicate the reasons for sharp decline in pro-
dudion of khadi and employment of persons in 1973-74, the Minis-
try stated as below: 

"The following table furnishes a comparative position in res-
pect of production and employment in 1972-73 and 1973--
74:-

Production (Quantity: Lakh sq. metres 
Value: RI. in Iakhs) 

-'-'-".~.------ ---------------
SI. Variety of Khadi 
No. 

I Cotton 

II Woollen 

3  Silk 

TOTAL 

Qty. Value Qty. Value 

--_._------... - _._-----_ .. 

493'25 2Og8.4fj 478. 19 216g· 99 

6g'36 729'33 57'27 724' 78 

19'61 330'45 81' 73 377'6g 

sS2'22 31sS'24 557' 19 3272'40 
---.--.-------.-

Employment (Lakh persono;) 

1972-73 
Sl. Variety of ----------
No. khadi Full Part Total Fill Part Total· 

time time time time 
----._-----

I Cotton 0'99 7'31 8· So 0·86 6'56 7'4!< 

o· 16 1'23 J' 39 0' 72 0·g8 I' rr~' 2 Woollen , 
3 Sillt 0'11 0' 19 0'30 0'09 0'23 0'32 

---'--'---
It will be seen that although there was decline in quantity in 

terms of value the production reflected an increase. The decrease 
in quantity was in' cotton and woollen sectors. It may be stated 
that broadly the fluctuating trend in khadi production during 1971-
72 to 1975-76 was by and large in conformity with the overall textile 
trend ~u e of problems of raw materials and overall price rise, 



Since 1975-76 the trend in khadi is one of continuous increase. It 
may be pointed out that the decline in cloth output in cotton in 
1973-74 was visible both in mill and the decentralised sectors. 
Cloth production in the mill sector went down by 1.79 per cent to 
from 4,245 million metres to 4,196 million metres. But the decline 
was more in the decentralised sector viz. 4.63 petr cent, its output 
having declined from 3,777 million metres' in 1972 .to 3,602 million 
metres in 1973. In cotton khadi the decline was around 3 per cent.. 
(Source page 1 of Indian Textile Bulletin Annual 1978). The woollen 
industry (both organised and decentralised sector) passed through 
a critical period during 1973 because of rapid fluctuations and 
increase in the price of yarn in the international market. In woollen 
fabrics, the wearable, non-wearable and hosiery production in 1973 
was 17,952 (thousand metres) 4386 (thousand kgs.) and 1502 
(thousand kgs.) as against 25,404 (thousand metres) 7305 (thousand 
kgs.) and 2132 (thous:md kgs.) in 1972 (Source page 47 of Indian 
'Textile Bulletin Annual 1978). The decline ranged from 29 to 40 per 
cent." 

67. As to the measures adopted to correct the imbalances in the 
development of khadi among different States and the programmes 
that were sponsored in the uncovered al"eas, the Ministry informed 
the Committee thus: 

"In 1978-79, in cotton khadi the following States had important 
share:-

(i) Uttar Pradesh 24 per cent, (ii) Tamil Nadu 23 per 
-cent, (iii) Gujarat 9 per cent, (iv) Bihar 9 per cent, (v) Karna-
taka 8 per cent, (vi) Andhra Pradesh.,. per cent, (vii) Punjab 
'6 per cent, (viii) Rajasthan 5 per cent, (ix) Kerala 3 per cent 
and (x) Haryana 2 per cent. In woollen khadi the following 
States had predominant role:-

(i) Rajasthan 45 per cent, (ii) Uttar Pradesh 19 per 
cent, (iii) Punjab 6 per cent, (iv) Haryana 5 per cent, (v) 
Jammu and Kashmir 4 per cent. In Silk Kliadi (i) West 
Bengal 56 per cent, (ii) U.P. 10 petr cent, (iii) Tamil Nadu 
9 per cent, (iv) Bihar 8 per cent, (v) Karnataka 2 per cent 
and (vi) Ass!!m 6 per cent had their respective shares. It 
'may be clarified that khadi activity is extremely dispersed 
and Tequires the support of the institutional infrastructure. 
~e Irate of expansion is obviOUSly faster in States where 
such institutional infrastructure exists. Another factor which 
plays an important role is the suitability of region for ini-
tiating an activity. Accepting the above position, it has been 
the endeavour of the KVlC to spread its khadi activity to 
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all the parts of the country. For the purpose, it has for-
mulated a pattern of assistance under which the newly 
formed institutions are entitled to get management grant 
fn the initial years. KVIC also provides capital fonnatioB 
loan to widen the equity base of such agencies. Under its 
integrated developmept programme, KVIC encourages the 
local people to f ~ an ins.tution which could take up 
khadi activity. It also encourages the existing  institutions 
to spread their activity either by decentralisation or by 
opening up units in virgin areas. For extending KVI acti~ 

vities in hill, border and tribal areas, KVIC has formulated 
a liberalised pattern of assistance under which the assis-
tance for tools, equipment and implements is provided at 
100 per cent grant to institutions and at 75 per cent grant 
to individuals. There is also grant element in expenditure 
on cons1nlction. For normal programme C'f khadi, there is 
no grant element either for distribution of tools and equip-
ment, implements or construction i.e. the! capital invest-
ment." 

68. The Committee note from the foregoing that the production 
of khadi went up to a peak level of 848. 54 lakh square metre of 
doth in 1965-66, but there was a sharp decline in production to 
557.19 lakh square metres in 1973-74. The production of khadi rose 
to 715.05 {akh square metres in 1978-79, but this was still lower than 
the prodaction level achieved in 1965-66. To arrest the decline in 
production, the Commission introduced new model charkhas 
(NMCs) of which 3 lakh units were to hie introduced by It73-74; 
but only 1.15 lakhs NMCs were actually introduced upto 1978-79: In 
addition, the khadi industry already had 0.87 lakh traditional and 
3.78 la1ms Amber-charkhas distributed by the Commission during 
1953-54 to 1 ~. -
69. The Committee see from Audit para that information about 

the extent of utilisation of these charkhas was not avaUable with the 
Commission. However, according to a study ~n ucte  by the 
Indian Institute of Management, Ahmedabad in April, It76, "the 
charkhas and looms in the khadi sector were utilised at levels not 
nigher than 30 per cent." The Commission had stated in December 
1979 that due to steep  rise in cost, it became necessary to contain 
production in "less sullicient and less traditional charkhas" and 
to switch over to the improved models of charkbas and that the 
switch oV'er had, netessarily. to be gradual. 
70. Considering the level of production of khadi aehieved dur-

ing the course of implementation of various Plans, particularly 
during the Fourth Plan (1~7" , the Committee feel extremely 
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dissatiSfied aboUt the performance of the CommiSsion in this area 
whicii is of great inl;orlance in improving the ecOnoDUe level of 
the weBker sections of society in rural In'" by providing them 
empioyulent and harnessing the working capacity of people lying 
idle. It is most unfortUnate that inspite . of enormoUs funds and 
manPower at the disposal  of the PimmisSion the production of 
khadi was on sharp decli'ne from 1965 6 to 1973-74 and even there-
after there has been no substantial . provement. The Committee 
are not convinced with the e'Xplanation of the Ministry that techno..: 
logical gap which existed during the period 1965-66 to 1970-71 was 
to some extent responsible for fall in production. The Committee 
feel that if the production of khadi with the traditional charkhas 
could be as high as M8 Iakh square metres in 1965--66, there was ,no 
reason for its reduced producti.on continuously for more than 13 
years in spite of the fact of introduction of improved charkhas 
(NMCs) at a cost of Rs. 8.01 crores. This clearly indicates that the 
Commission has neither been able to mobilise necessary organisa-
tional infrastructure and manpower nor create necessary interest 
in the people to take to khaai production and development. 

71. The Committee regret to note that in reply to a pointed 
question directed to elicit reasons for sliarp decline in production 
of khadi and employment of persons in 1973-74 vis-a-vis 1972-73, the 
Ministry instead of stating the causes has endeavoured to narrate 
comparative facts, about production and employment by comparing 
khadi production with Drill made cloth and also appear to draw 
comfort hom the fact that although there was decline in term of 
value, the production reflected an increase. 

The COmmittee consider it regrettable that there was "utilisa-
tion of charkhas and looms in khadi sector at levels not higher than 
30 per cent" when it is of public knowledge that unemployment in 
economically weaker secti;ns of society, both rural and urban had 
been increasing. This shows that there have been some deficiencies 
in the CUstri!l;ution and utilisation 9f charkhas and looms. Other-
wise, the level of utilisation of chukhas and looms could not be 
as low as 30 per cent. The Committee therefore recommend that the 
causes of such low utllisation should be enquired into in depth and 
eiffective organisational and motivational steps taken to see that 
khadi produetion is commensurate with the huge amounts of money 
being spent by the Commission. . 

72. In this Context, the Committee note that the Commission 
had ~ e  to 'eontain production in "less emdent ad less re~u
nerative ti'atHtie.m] . chlU-khas" eve!'t when it 'cO. not pri.Wde 
projected number of improved models of charkhas. The Committee 
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has also been told that the Com:mission did not even possess any 
information about the percentage utilisation of charkhas and looms 
in khadi ilitlust:ry. The COlilmittee do not know at what leVel and 
in what background the deciSion to contain ptodbction on tradi-
tional charkhas was· taken. The Committee are not averse to the 
utilization of the improved varieties of charkhaS, but the real causes 
for the limping development of khadi industry should be gone into 
and identified. .. It 

73. So far as the promotion of employment is concerned the 
Committee note that the level of employment of 18.95 lakh persons 
in 1965-66 was the highest but there was a steep fall in employment 
to 8.M lakh persons in 1973-74. According to target fixed for the 
Fifth Plan, it was proposed to increase employment to 10.23 Iakh 
persons by 1977-78. However, the number of persens actually em-
ployed in 1977-78 was 9.22 lakhs only. Again, in 1977-78 the ae .. aI 
employment was 10.M lakhs only as against the targ'~ of 11.28 
lakhs. Since the employment opportunities on khadi are directly 
related to ac.tua1 production of khadi, the Committee would once 
again sfress the need for going into the reasons for shortfall in pro-
duction and taking appropriate measures to remove whatever 
hurdles are in the way. 

D. Development of Village Industries 

74. As pointed out by Audit during 1953-54 to 1978-79 the Com-
mission disbuirsed Rs. 153.60 crores (Rs. 42.33 crores as,_against grants 
and Rs 111.27 crores as loans) to the State Boards, registered insti-
tutions, co-operative societies and inrdividuals for assisting 21 
industries in the various States. The following table shows the 
performance under village industries in regard to production and 
employment during various Plan periods. 
--_ ... _-------------
Annual level attained at the end of Produc- Employ-

tion ment 
Total 

(Tn crOl"e! Full Part Part 
of rupees) Time  Time 

(in lakhs of er n~~ 

------_ .•.. _----_._-------------
First Plan (1955-s6) 
Second Plan (lgGo-61) 

Third Plan (1965-66) 

Annual Plan (.1968-69) 

Fourth Plan tI973-74) 

Fifth Plan (Upto 1977-78) . 
(Upto 1978-79) 

10.93 

33.10 

55.87 

75·1!2 

122·40 

192.54-

!24!2·97 - ----_._---------------

0.08 !2.g8 3.06 

0·73 6.08 6.81 

0.81 ,.g6 8·77 

0·79 6·93 7.72 

1.31 7·g6 9·>/1 

4.15 11·79 r4·94 

5.04 9.92 14·gS 
---------
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As against the tot$! investment of Rs-153.60 crores, the level of 
production in 1978-79 was Rs. 242.97 crores. 

The level of production and employment of pel'SOns in respect 
of two majO!' village industries, namely, 

Ghani on and Hand-made Paper at the end of various Plan 
periods are indicated below: 

Village industry First Second Third Annual Fourth Fifth Plan 
Plan Plan Plan - Plan  Plan (Upto  (Upto 
(1955- (1960- (1g65-~ (1973- (1977- (1978-
56) 61) 66) ~  74) 78) (79) 

Ghani Oil 

(a> Auistance paid during 
the plan period (in 
1akhs or rupees) 

Loan 

Grant 

(b) Production (In lakhs of 
quintals at the end of 
plan period) 

(i) Oil 

(ii) Oilcakes 

(c) Employment (In lakhs 
of perIODS at the 
end or plan period) 

(i) Full time 

(ii) Part time 

·n. Hand made paper 

<a) Assistance paid during 
the plan period (In 
1akhs or rupees) 

Loan 

Grant 

3 4 5 6 7 8 

19·47 374·99 650.16 380,35 594.29 517.47 186.07 

11·53  157.51 165.65 39.56 31.90 28·77 11·54 

N.A. 5·87 5.01 3·84 3.23 3·35 

N.A. 8'44 7·30 5·34 5· 31 4.86 

5.06 

5·99 

14.31 12.31 .9.18 8,54 8.21 11.05 

N.A. 0.34, 0.22 0.23 0.23 0.19 0.22 

NA. 0.17 0.12 O. II 0.10 0.15 0.19 
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b __ ._. __ 

2 3 4 5 6 7 3 
-----

(b) Production in loJdu of 
quintals at thc end or 
Plan period) .-.- 0'07 0.13 0'20 0'28 0'33 0'43 0.56 

(e) Employment (in pcnODS 
at thc end of plan period) 

(i) Full time 2,347 4,1117 3,773 3,gol 3,382 3,770 4,191 

(ii) Part ti!Jlc I,&to 91h 610 740 766 850 

2,<>47 5,967 4.754- 4,5" 4,122 4,536 StOfI 

------------------ ------------
N.A. Not available. 

75. Audit has pointed out that 90 per cent of the total production 
was accounted. for by 11 States alone N., Uttar Pradesh (18 per 
cent), Tamil Nadu (17 per cent), Karnataka (7 per cent), Bihar (6 
per cent), Rajasthan (5 per cent), Haryana (4 per cent) t Punjab (4 
per cent), Kerala (5 per cent), Maharashtra (14 per cent) Andhra 
Pradesh (5 per cent) and Gujarat (5 per cent). 

76. As to the steps taken to correct the imbalance among different 
States and to promote village industries in the uncovered areas and 
to generate employment, the Ministry stated: 

./ 

"It is correct that the activities of Khadi and Village Industries 
CommisSion, particularly village Industries have not 
spread in a uniform manner. in all parts of the country. 
Some of the States like Gujarat, Tamil Nadu, Kerala, 
Maharashtra and Rajasthan are doing quite well in this 
sphere. On the other hand, there are States like Bihar, 
Uttar Pradesh, West Bengal, Punjao and Andhra Pradesh 
where the performance of the State Khadi and Village 
Industries Boards is not upto the desired. standard. There 
are a number of reasons for this e.g. availability of raw--
material and skill (local), availability of the infrastruc-
tural support etc. Certain historical factors are also res-
ponsible for the development of the Khadi and Village 
Industries programmes in States like Maharashtra, 
Gujarat and Tamil Nadu more as compared to other 
States. 

The Khadi and Vijlage Industries programmes, however, 
possess a great potential for generating employment in 
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the rural and backward areas of the country. The acti-
vities are particularly suited to the weaker sections of the 
society. Taking these factors ~t  account, it 1ms now 
been decided that 50 families 'in each of the 5011 blocks 
in the country every year will be covered under the Khadi 
and Village Industries programmes. The Khadi and 
Village Industries Commission has also been advised to 
set up departmental units ~ backward regions of the 
country, where private indlviduals/institutions may not be 
forthcoming to take up these activities." 

(i) . Ghani Oil Industry 

77. During 1953-54 to 1978-79, the Commission disbursed Rs. 31.69 
crores (Rs. 4.46 crores as grants and Rs. 27.23 crores as loans) to the 
State Boards, c er~tive societies and regi te~  institutiop,s for 
development of ghani oil industry unsing bullock driven, manually 
operated or power ghanis; this accounted for 21 ver cent Of the 
total assistance given by the CQmmission for development of 21 in-
dustries within its purview. Upto 1978-79, the Commission had 
assisted operation of 23,094 improved and 7,144 power ghanis in 
various States. It would be seen that the production of oil and oil-
cakes had decreased from 5.87 lakh quintals and 8·44 lakh quintals 
in 1960-61 to 5.06 lakh quintals and ~  lakh quintals in 1978-79 
respectively even though 7,144 power ghanis (involving a loan of 
Rs. 3.35 crores approximately to the implementmg agencies) were 
introduced during 1991-72 to 1978-79. The decline in production was 
attributed (December 1 7 ~ by the Commission mainly to non-
utilisation  of the ghanis to full capacity, under-utilisation being 25 
to 30 per cent. As against 4,498 co-operative societies and 783 re-
gistered institutions assisted, oilly 1489 cooperatlve societies and 212 
registered institutions reported about their functioning at the end 
Of 1978-79, 

'18. As on 31st March 1977, the Commission's funds amounting to 
Rs. 176.32 lakhs were locked up with the defunct units. Legal action 
was, however, stated to have been initiated for recovery of Rs. 80.99 
lakhs up to February 1978. The level of employment decreased 
from 0.51 lakh persons (1960-61) to 0.41 lakh persons (1978-79). 
While reviewing the working of this industry, the Commission in 
its 253rd meeting held on 27th February 1978, observed that "this 
progromme had to face innumerable difficulties due to paucity of 
workina funds and risks involved because of the highly monopolised 
c arac~r of the trade in oil ,eeds ........ " 
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79. The Committee note that realising t~ importance of khadi 
and village iJidustries programmes in its great potential· for g'eDeriat-
ing employment in the rural and backward areas of the countrY and 
particularly for improving economic life of weaker sections of the 
society, tt:e Government has deciled that 50 f~ie  in each of the-
5,011 blocks in the country will be covered every yedr under the 
khadi and viIlage industries programmes. The Commission has also 
been a~vi e  ~ set up departmental units in the backward relrlons 
of the countrY, where private individuals/institutions may not be 
forthcoming to take up these activities. -Under the Sixth Five Year 
Plan the production target for village industry has been fixed at 
Rs. 1,000 crores against Rs. 200 crores for khadi. The total ~ l y

ment target for khadi and viliage industries sector has been fiXed at 
50.50 lakh persons; of this 35.1 lakli persons will be employed in 
village industries which, according to Government reckonUag, would 
provide jobs to about 20 lakh more persons in the final year of the 
Sixth Plan and that 50 per cent of the total additional employment 
opportunities are ~y to go to the weaker sections of the ci~ty 

e.g. SeheduIeti Castes, Scheduled Tribes and women. 

80. The Committee would like to caution the Government that it 
is quite an ambitious programme and unless the Commission end 
the-State Governments mobilise people, provide necessary field 
organisation and take eonc'i-ete measures, it may be diftic.uIt to 
achieve/ desired results. The Committee would t er~f re like that 
the progress of its i le ~ntati n should be moD.itored by the Com-
mission every quarter. . 

81. The Committee note from the Audit para that during the 
period from 1953-54 to 1978-79, the Commission disbursed Rs. 31.69 
crores (4.416 crores as grants and Rs. 27.23 erores as loans) to State 
Boards, cooperative societies and registered institutions for develop-
ment of ghani oil industry. This amount constituted more than one 
fifth of the total assistance given by the Commission for development 
of 21 industries within its purview. The Commission had assisted 
operation of 23,094 improved and 7,144 power ghanis in various 
States. However, the Committee find that production of oil had de'C-
reased from 5.87 lakh quintals in 1960-61 to 5.06 lakh quiatals in 
1978-79 and during the same period the production of oileakes dec-
reased from S.44 lakh quintals to 5.99 lakh quintals. This decrease 
in production occurred inspite of the fact that 7,144 power ghanis 
involving a loan of Rs. 3.35 crores approximately to tlJ,e implement-
ing agencies, were introduced during 1971-72 ~(  1 7~7 . . 

--
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82. The ~line in production of oil and oilcakes, was attributed in 
December 1979 by the Commission mainly to non-utilisation of the " 
ghau.is to full capacity. the under-utilisation being to the extent of 
25 to 30 per cent. . The Government proposes to remove the lYtndicap 
faced by unorganised ghani sector regarding difficulty in getting 
regular, uninterrupted oil seeds supply at reasenable prices by 
providing the required organisational and financial assistance for 
stocking of oil seeds during the season. The Committee hope that 
the Government and the Comlnission will look after well this village 
industry which is, vital for the life of rural people, by removiJag the 
hurlies comiDc in'the way of its development, particularly, the 
mon..poiised character of the trade in oil seeds. The Committe re-
commend that if necessary Government should Dot hesitate in taking 
legislative measures as wC!l1 to protect and promote the ghani oU 
industry. 

(ii) GobaT (Methane) Gas 

83. During the period from 1961-62 to 1978-79, the Commission 
had disbursed Rs. 6.89 crores for installing Gobar Gas Plants. The 
loans advanced by the banks duriDg the period from 1974-75 and 
1976-77 for installing Gobar Gas Plants amounted to Rs. 5.01 crores. 
During the period of 12 years from 1961-62 to 1973-74 only 0.07 lakh 
plants were installed in the country. In view of the oil crisis and 
relatively slow rate of growth Of rural electrification Government 
approved in 1975 a comprehensive programme envisaging installation 
of one lakh plants in the country during 1974-75 to 1978-79. However 
as against the target 0.69 lakh plants were installed upto 1978-79. 

84. Explaining the role played by the Commission, the banks and 
other agencies in installation of Gobar Gas Plants and providing 
technical and other facilities therefor, the Ministry stated: 

"Khadi and Village Industries Commission is the apex body at 
the National level to look after the promotion, develop-
ment and implementation of GQbar Gas Scheme. Khadi 
and Village Industries Commission provides 'free technical 
'assistance to the beneficieries in installing the gas plants 
(survey and deciding the size of gas plant selecting of site, 
construction Of digester fabrication of gas holder, com-
miSSioning and initial operation of the plant). This is 
done through the technical staff posted in various states 
and also the trained self employed workers. Khadi and 
Village Industries Commi9Sion also does the coordination 
work with banks and other Government departments in 
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expanding the Gobar gas wOl'k and pra.vides training to ' 
educated unemployed persons who in turn give technical 
guidance to the farmers. Some publicity work is also . 
undertaken by Khadi and Village Industries Commission. 
The Research and development work to improve efficiency 
and bring down the cost of gas plants and stocking and 
supply of source materials like iron and steel and cement 
is also attended to by the Commission. 

~ 

The B8nk's main function in relation to Gobar Gas scheme is 
to sanction loan to the beneficiaries for installation of gas 
plants. In some of the states the Banks are playing a 
promotive role also. The other agencies having a role in-
this programme are:-

(i) Research Institutions which are working on improved 
designs and alternate construction materials, feed stock 
and micro-biological studies; 

(ii) State Khadi and Village Industries Board some of 
which render similar services as the Commission with- ' 
in the concemed state; 

(iii) State Government organisation like State Agro Indqs-
tries Corporation who actively help in setting up Gobar ' 
Gas plants; and 

'(iv). Khadi and Village Industries Institutions 'and other 
institutions which are operating demonstration plants 
of the community type and other large plants for trying 
out vari'ous uses of the plants e.g. generation of electri-
city, operation of pump-sets 'and other machines." 

85. Detailing the steps taken to solve the problems raised in the' 
Reserved Bank of India's Report (1979) and to accelerate the pro-
gress of setting up Gobar Gas Plants and also the number of such 
plants set up so far, the Ministry stated as under: 

"Number Of gas plants installed in the country as on 31-3-1980 
is 80,113. Some of the important problems raised in the; 
Reserve Bank of India's report (1976) and the action taken 
by the Khadi and Village Industries Board are as follows: 

1. Operational Problems: 

(i) Rusting of gas holders. 

In order to prevent, rusting, the owners are advised to apply -
paint periodically. Under Research and Development. 
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~r l~t, al~ a\e materials like ierrocement, HDP and 
fibre &Usa are being tried in place of lis; sheets, and 
, the perfonnance, cost etc. are under ev81uation. 

(ti) The Indian desing (KVIC) of the' Bobar gas Plant is 
siIllPle to instal and easy to operate. Still some items 
such as removal of condensed water in gasripipe line. etc. 
are to be attended to by the owner. This is being attend-

, ed to, by the gas plant owners without much difficulty. 
Some guide lines regarqing operation of the gas plants, 
are r~te  on the back side of the completion' certificate 
of the plant, a copy of which is given to the. owner. 

:U.' Organisational problems: 

(i) One of the findings of the group of Reserve Bank of India 
was that there was inadequacy of' technical staft under 
Khadi and Village IndustrieS Commission. The KVle 
has been gradually increasing the staff by recruiting addi-
tiOllal technical personnel. If the size of the programme 
as included in the 6th plan demands extra staff, recruit-
ments would be made accordingly. At present the cons-
truction of digesters in brick masonary takes 8 to 10 days. 
The same digester for the plants of smaller capacities can 
be completed in one day if the digester rings are pre-
fabricated using ferrocement. By this process a large 
number of plants can be established in clusters over a 
short period, withaut much addition to the staff. 

III. Trainings: 

The Khadi & Village Industries Commission is providing on the 
Job training b the educated unemployed persons under "supervision 
charge" scheme. These persons are issued certificates authorising 
them to work RS Tramed Workers. 'They are paid Rs. 180/-for e,ach 
plant supervised by them. About 1,600 persons are so far trained 
under the scheme. 

IV. Raw materials: 

Cement and Steel are the 2 main raw materials needed for ins-
-tallation of gas plants which are scarCe commodities. The Govern-
ment of India is allotting the required quantity of cement on prio-
'rity basis to Khadi & Village Industries Commission for gobar gas 
'work. The KVIC has made necessary arrangements for procure-
'IIlent, storing and  distribution of cement. About Steel, satisfactory 
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arrangements for procurement of steel in the required quantity is 
", . 

. still to be a i~. 

V. e e~rc . and qejZelopment: 

The ~ . & Vi~lage Industries Commission has initiated research 
work to bring down the. c ~t of '~a  lan~ . ~rnate materials and 
techniques are 1:;,~in.g tried for ig~ ter  and gas holders. It is found 
that ferrQ('ement ig~ter wql,dd bring down the cost to some extent. 
Though it has been possible to ~ufacture ferrocement gas holders, 
in large ca.~~ all:uf~ture small leakages are noticed. Steps are 
being t~ en to ~rfect the technique. 

Research work is affect to devise different digestion periods for 
different regions of the country depending on the clirq.atic conditions. 
Thus in hotter regions of Commission may be able to have smaller 
digesters which would bring down the cost. Alterriate materials 
like HDP, Fibre glass are being tried for gas holders. 

VI. at'fJ,er points: 

Regarding lack of awareness Khadi &-Village Industries Com-
mission puts l.lp plants for e ~trati n purposes and in exhibi-
tions, Films have also been produced. It is felt that the best means 
of popularising are creating awareness about the programme would 
be to set u.p plants which work satisfactorily in .as many villages as 
possible. Regarding follow up service, eominission's "supervision 
chlq"gelO scheme provides free follow up service by the trained agent 
for one year." . 

86. As regards the programme for installation of gober gas plants 
sponsored by the Commission, the Committee note that the Com-
mission had disbursed by way of :eubsidies and loans a 'total amount 
of Rs. 689.31 lakhs during the period from 1961-62 to 1978-79. The 
bank loans advanced for this programme during 1974-75 and 1975-76 
amounted to as. 501.86 lakhs. During the period of 12 years from 
1961-62 to 1973-74 only 0.07 lakh plants were installe!d in the doun-
try. Although Govemment had approved in 1975 a comprehensive 
programme envisaging installation of one lakh gober gas plants in 
the [!ounttY' during 1971=75 to 1978-79, only 0.69 lakh plants were 
installed upto 1978-79. Thus against a total of as. 689.31 lakhs dis-
bursed as loan during 1961-62 to 1978-79 only 69 thousand gas plants 
had been installed. As on 31-3-1980, however, the figure stated to 
lte is 80,113 gas plants. In March 1979, the Commission stated that 
there were 5,10,000 villages in India. Even assuming that, on an 
average 5 gas plants can be constructed in each village, there Is 
. pogsibility of constructine-28.5 lakh gas plants. 
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87. Considering the immense importan\!e of gober gas plaDts Ia 
the development of rural economy of the cOuDtry which has been 
made more diflicult due to oU crisis and retarded growth of nll'al 
electrification, the Committee consider that the objective of setting 
up 28.5 1akh gas plants is not at all high. The past performance of 
the CommislJion in this field has however been very poor. (In 19 
years time 'the number of gas plants installed was only 80.113). This 
shows that the Commission had not taken adequate steps in the past 
to enable people to instal gobar gas pints. The Reserve BaDk of 
bdi. has drawn attention to some of tile handieaps in aehievlne 
substantial" progress. The Committee consicltr it imperative that 
proper orga:aizatioaal abilities and infrastructural facUities be im-
lDediately provided. so that 'the aforesaid lDodest objective of in-
stalJing ZS.s Iakll gas plants is aehieved. The Committee recognise 
the problems faeed In the implementation of schelDes for inStaUatiOIl 
of lObar gas pluts as pointed out by the Reserve Bank of bdia in 
its Report. fte Committee trust that the Commission would take 
up this programme in right earnest and get over the handicaps 
pointed out In the Reserve Bank Report soon. 

E. Exhibitions 

88. During 1957-58 to 1978-79, the Commission paid grants total-
ling Rs. 2'14.34 1akhs for organising exhibitions, but it had no con-
solidated record to indicate the number of exhibitions actually held 
from time to time, accounts and reports received in respect of the 
exhibitions ar..d the unspent balances, if any, refunded or to be 
:refunded to the Commission. During the course of a test audit 
check made in September 1979 of individual files dealing with 
abO'llt 100 exhibitions the following revelations were made: 

(a) Although one of the conditions" of grants was that the 
reports of the exhibitions should be sent within one 
month of the holding of the exhibition. followed by au-
dited statements of accounts within six months, no 
reports and accounts had been received in respect of 
45 exhibitions (total grant paid: Rs. 29.13 lakhs). Of 
these, grants of Rs. 15.75 lakhs for organising 25 exhibi-
tion!'! were released prior to 1968-69. 

(b) During 1971-72 to 1973-74, grants totalling Rs. 8.69 lakhs 
were released by the Commission to five State Boards, 
despi.te the fact that these State Boards had not rendered 
any accounts for grants amounting to Rs. 15.14 lakhs re-
leased to them during 1956-57 to 1969-70. 
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(c) In 4 cases, the State Boards had neither rendered the 
accounts nor refunded the unspent balances to the Com-
mission so far (DecemI>er 1979) in respect of the grants 
amounting to Rs. 1.69 lakhs paid to them during 1958-59 
to 1972-73. Of this, Rs. 1.43 lakhs related to exhibitions 
held prior to 1969-70. 

(d) An institution, which participated in one of the exhibi-
tions organised by the Commission itself (on a site be-
longing to the Ministry of Education) during July 1'969 
to October 1970, was paid a loan of Rs. 6.86 1akhs. It 
incurred a trading loss of Rs. 1.65 1akhs. It had construc-
ted, at a cost of Rs. 2.82-1akhs, a sale pavilion, residential 
quarters, canteen, etc. at the exhibition site. On the 
condusion-of the exhibition, the institution transferred 
these assets to the Ministry of Education without the 
prior permission of the Commission. At the request of 
the institution, the Commission converted into grant of 
loan to the extent of Rs. 2.23 lakhs (Rs. 0.82 lakn in 
January 1976 and Rs. 1.41 lakhs in November 1977r re-
presenting 50 per cent of the trading loss of Rs. 1.65 
lakhs and construction cost of Rs. 2.82 @khs. After ad-
justing this grant of Rs. 2.23 lakhs and part repayment of 
the loan of Rs. 2.34 lakhs by the institution, the amount 
still recoverable from the institution was Rs. 2.29 lakhs. 
This amO'Unt had not been recovered so far (September 
1979). 

89. The Committee desired to know as to why no consolidated 
record of evaluation, accounts, reports, etc. relatable to various ex-
hibitions sponsored out of the funds of the Commission were kept. 
The Ministry gtated:· 

"All disbursements made for holding of exhibitions are re-
corded in. a separate register. In this very register, In-
formation about the receipt of reports and accounts in 
respect of each exhibition is recorded. The recovery of 
unspent balances, if any, out of grants paid for holding 
of exhibitions is also watched through these registers. In 
view of this position these registers can be considered to 
servp. the purpose of a consolidated record of accounts, 
reports, etc., in respect of exhibjJ;ions for which funds are 
disbursed by the Commission. 

Tbe . .JInnuaI reports of the Commission review and provide a 
total picture about the funds sanctioned for the exhibi-
tions during t" year, types of exhibitions ( ~  India big. 
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state-level, medium and small exhibitions') for wl!ich 
funds are sanctioned during the year as ~ the impact 
particularly of direct participation of the Commission in 
big exhibitions such as Asia 1972 exhibition, Silver 
Jubilee Celeberation Exhibition, Agri-Expo 1977, etc .... " 

90. The delay in preparatioll..9l aceounts was commented upon 
by the Pu.blic Accountr. Committee in its very first report on Khadi 
and Village Industries Commission vis in the 49th Report (1965-66) 
in the following words: .; 

"The Ccmmittee are distressed to note the abnormal delay 
(in ~ e cases of about 10 years) in preparing the ac-
counts relating to the exhibitions held long long ago. 
They \ suggest that the Commission should take seriO'US 
notice 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 Com-
i ~i n is under preparation. They would like this work 
to be expedited and steps taken to ensure that the autho-
rities concerned follow the procedure laiQ down in the 
mannual." 

91. Government while intimating action on the recommendation 
had stated as follows (vide 8th Report): 

"Noted. The Commission has since taken a decision that no 
exhibition will be conducted saVe in ex,ceptional cil-cums-
tanccs, such as promotion of sales. The Commission has 
been advised to expedite the completion of this manual 
with a vjew to the strict observance of its provisions. 

Against 4:m exhibition accounts due. 300 have been settled. 
-Efforts are being made to expedite the re ~ining-l  and 
it is hoped that a substantial number out of these will 
also be cleared within the next few months." 

92. The Committee find that the Commission spent Rs. 2.74: crores, 
for organisation of exhihitions during 1957-58 to 1!n8-79. The Audit 
, found that consolidated records of exhibition, accounts, reports, un-
spent balance and amounts refun ect~r 'to be refunded were not kept 
by the Commission. As in~ out 'by Audit, accounts for Rs. 20.13 
lakhs in respect of 45 exhibitions were not received by the Commis-
sion; a grant of Rs. 8.68 lakhs was given to 5 State Boards during-
1971-12 to 11'7&-74: despite their failure to render any accounts for 
grants amounting to Rs. 15.14 lakhs given to them earlier; in 4: ca e~ 
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Sta'te Boards did not render any account nor refunded unspent 
balance amount against a grant of Bs. I .• Iakhs paid to tht"m; 
another institution was paid a loan of Bs. 6.86 lakhs during July 1969 
to October 1970 and 'then part of this loan amounting to Rs. 2.23 lakhs 
was converted iDto grant of loan, sOO an amount of Rs. 2.29 lakhs 
remained recoverable from the institution till Sep'tember 1979. To a 
pointed question' by the Committee asking the reasons for not 
maintaining proper records by the Commission about the monp.ys 
spent on exhibitions, ,the Ministry have given an evasive reply say-
ing that separate registers are maintained about all the disburse-
ments made for holding exhibitions. Information about the receipt 
of the report and accounts in respect of each exhibition is recorded' 
there and "the recovery of uD.spent balance ..... is also watched through 
these regis'iers ..... these registers can be considered to serve the pur-
pose of a consolidated record of accounts, reports, etc. in respect of 
exhibitions for which funds are disbursed by the Commission". 

93. The inadequacies in maintenance of accounts of exhibitions 
was commented upon by the PAC as early as in 1965-66· Government 
had, while accepting the Committee's recommendation on the sub-
ject, assured the Committee tha't steps would be taken to lay down 
proper procedure through manual. The Committee are therefore sur-
prised that Government have 'treated disbursement registers ade-
quate and no consolidated records of evaluation, accounts, reports 
and refunds etc. have been maintained. The Committee recommt"nd 
'that Commission should take immediate steps in consultation with 
c&AG to put its account records in prope\' shape. The Committee 
a1&o desire the Commission to get the pending recoveries effected 
from the State Boards/Institutions in respect of moneys giV'en for 
holding exhibitions. 

F. Trading activities 

'(i) n-fi:na1i~ati n of accounts 

94. Audit hfts pointed out that as on 31st March, 1979. there ~ere 

about 30 trading units with a total capital investment of Rs. 47 

lakhs, which had either been closed down or transferred to various 

private institutions. The accounts of these institutions had not 

been finalised by the Commission. According to Audit S'Ubstantial' 
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capital investment by the Commission outstanding against some of 
these trading units as on 31st March 1979 is shown below: 

Name of the units Date of closure/trans-
fer 

papital 
mvestment 
(Ill lUlu 
of rupees) 

Director of Trading Activities, Calcutta October IgSa, 
".:. 

Trading operations, KaldiWIa. 

c_"...". 

Khadi Gramodyog Bhawan, Bangalore 2'SS 
f' 

H~e paper, Dehradun l' as 

5'01 

5'81 

KhadiProduction Centre, Rampur (Assam) 

Processing of Cereals & Pulses Industry, Sonepur 

May' 974-

N.A. 

95. The Public Accounts Committee in their 93rd e~rt (5th 
Lok Sabha) had expressed their dissatisfaction over non-finalisation 
of accounts of trading units closed or transferred for a considerable 
'long period of time in the following words: 

liThe Committee are dissatisfied that the accounts of 4 trading 
units transferred to other institutions and of 9 trading 
unit~ closed have not yet been finalised although some 
of these units were transferred/closed more than a de-
cade ago. The Committee desire that as indicated by the 
Secretary during evidence special' drive should be launch-
ed to close the accounts of these units within three 
months. The Committee would like to be informed about 
the progress made in this regard.t• 

96. In the Action Taken notes furnished by the Ministry con-
cerned on 7th Feb., 1974, the Committee were informed (",ide 132 
, Report of PAC, 5th Lok Sabha) thus: 

"The matter regarding the finalisatfon of accounts of closed! 
transferred departmental units is receiving 9peclal atten-
tion. The concerned Industry lProgramme Directors have 
already been advised to take immediate action forfina-
lisation of these accounts. A separate Cell has also been 
created in the Internal Audit Wing to coordinate this 
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work. The recommendations of Public Accounts Com-
mittee have been communicated to the. concerned heads 
of departmental units for compliance under letter No.-
tA/Genl.,1I/PAC, dated 20th June, 1973 (copy enclosed). 

With thp closure of these units the personnel attached to 
them were transferred or retrenched to save expenses on 
establishment and as the services of these personnel are 
no longer available the process of clearance of accounts 
is pnavoidably delayed, There are a large number of 
cases of sundry debtors in respect· of which recoveries 
have to be pursued. In fact there has been substantial 
clearance of various items since the dates of closure. The 
finalisation of accounts of closed/transferred units is thus, 
in progress." 

(ii) Balance Sheet: 

97. A summary of balance sheets as on 31st March, 1969, 1974 
and 1979 is given below: 

Baillne6 8..hql as at J's1 March 
----------------

Khadi Village Industries 

1969 1974 1979 1969 1974 1979 
----_. -.-----------

2 3 4 5 6 7 

(In Lakhs of rupees) 

Asseu: -. ,-
/ 

Fixed asscu 10· 76 16'59 47'<>8 5'99 9,68 17'32 
Sundrydebters 267'39 381 .33 8g6'23 13'49 6g'82 68.70 

Stock defj.ciu . 4·°7 12'43 13·64, 0' II 0'09 I· 17 

Thefts & 10lSCS \ 0'35 I· 27 I· 53 0' 18. 0'21 

ClOling stock 234.71 234· 13 686, 76 14'94- 37'02 110·68 

Cash balance 72'68 156'08 314'27 q·l12 46' 18 87'30 
Other asscu 183. 68 155. 20 443'34 25·04- 24'03 142'68 

773'64, 957'°3 2402'84 83'6g 18"88 428'06 

-------- ------
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2 3 4 5 6 7 

Liabilities : 

Capital 591'29 Gg6'33 1356'24 sS·gg 137'55 261'94 

Cumulative profit (+)1 
loss (-) . . -42'84 -57'37 -26'08 -0'33 0·63 21' 21 

Net capital 548'45 638'96 1330' 16 58. 66 Ig8' 18 283' 15 
Sundry creditors 90'66 172'96 676' 26 20·06 2,. 84 51' 35 

Other liabilities and 
provisions 134'53 145' II 396'42 4'97 21·86 93'56 

773' 64 957. 08 2402·84 83'6g 187'88 428'06 

Net profit (+ )/losss( -) 1968-Gg 1973-74 1978-79 1968-Gg 1973-74 1978-79 
-7'7° -15'77 +10' 31 -0'32 +1' 39 +8'22 

------.. 

9S. The Committee find that as on 31st March, 1979, 30 trading 
units with a total capital investment of as. 471akhs had been either 
closed down Or transferred to various private institutions without 
finalising their accounts. Some of these units closed/transferred .also 
figured in the 931'd Report of Public Accounts Committee referred to 
above. The Cemmittee regret to note that although the Ministry con-
cerned had informed the Committee in Action Taken Notes as early 
... February 1974 that a separate Cell had been created in the Inter-
nal Audit"Wing to coordinate the work of finalisation of accounts 
of closed\transferred units and that the work was in progress, the 
accoun'ts have not been finalised as yet. The Committee consider it 
a serious lapse on the part of the Commission in not finalising the 
aeeounts of such units p8l'ticularly relating to those which were 
transferred 'to private institutions. The Committee desire that tbe 
Commission would now finalise all the outstanding accounts of tht"Se 
unita without any loss of time and report to the Committee about 
the progress made in that direction within 3 months aft~ the pre-
sentation of this report to the House. 

99. The Committee find that the balance sheets of the Commission 
relating to the years ending on 31st March, 1969, 1974. and 1979 do 
1lot give any encouraging picture about the affairs df the Commis-
sion. The Committee note that under khadi. on capital of Rs. 591.29 
lakhs invested in 1968-69 and Rs. 696.33 lakhs in 1973-74, there were 
100000s of Rs. 7.70 lakhs i.e. 1.30 per cent and Rs. 1577 lakhs i.e. 226 
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per cent respectively. Again, on capital of Rs. 1,356.24, lakhs in-
vested in 1978-79 there was a profit of Rs. 10.31 lakhs i.e. 0.76 per 
cent only. Under village industry also, on capital of Rs. 58·99 lakhs 
invested in 1968-69, thlere was loss of Ks. 0.32 lakhs i.e. 0.54 per cent 
and on capital of Rs. 137.55 lakhs and Rs. 261.94 lakhs invested in 
1973-74 and 1978-79, there was a profit of Rs. 1.39 lakhs i.e. 1.01 per 
cent and Rs. 8.22 lakhs i.e. 3.14 pelf" cent respectively. Thus, cumu-
latively as on 31st March 1979, the Commission incurred a nlD.t loss 
of Rs. 26.08 lakhs on khadi and a net profit of Rs. 21.21 lakhs on 
village industries. The Committee do not consider it as a satisfactory 
financial position of the Commission while taking into account the 
tremendous patronage and goodwill enjoyed by the Commission both 
from the private and official agencies, besides the support of general 
public which it receives. The Committee recommend that the Com-
mission should givea a fresh look to its financial affairs particularly 
in the maintenance of proper accounts and disbursements, utilisation, 
refunds and recovery of loansigrants and its efficiency. 

NEW DELHI; 
April 25. 1981. 
Vaisakha-5,1903(Sf. 

CHANDRAJIT YADAV, 
Chairman, 

Public Accounts Committee. 



S. 
No
. 
Pa
ra
 
of
 

Re
p
or
t 

2 14
 

Mi
ni
st
ry
 
I
De
pt
t 

C
o
nc
er
ne
d;
 

3 

/ 

A
P
P
E
N
DI
X-
I 

St
at
e
me
nt
 
of 

n
t

i
n
J
l
~
e
c
1
n
e
n
a
t
i
n
 

Re
c
o
m
me
n
da
ti
o
n 

4 
.
_
-
-
-
-
.
_
-
-
-
-
_
.
_
-
-
-
'
-
-
-
-
-
.
 

Mi
ni
st
ry
 
of
 R
ur
al
 
Re
co
ns
tr
uc
-

T
h
e 
Mi
ni
st
r
y 
of
 
R
ur
al
 
Re
c
o
ns
tr
uc
ti
o
n 
h
a
v
e 
a
d
mi
tt
e
d 
t
h
at
 
t
h
e 

ti
on
 

re
la
ti
o
ns
hi
p 
b
et
w
e
e
n 
t
h
e 
K
h
a
di
 
a
n
d 
Vi
ll
a
ge
 
I
n
d
us
tr
i
es
 
C
o
m
mi
ss
i
o
n 

a
n
d 
t
h
e 
St
at
e 
K
h
a
di
 
B
oa
r
ds
 
c
o
nt
i
n
ue
s 
t
o 
p
os
e 
s
o
me
 
pr
o
bl
e
ms
. 

~
 

al
l 
t
h
e 
de
ve
l
o
p
me
nt
 
f
u
n
ds
 
f
or
 
r
u
n
ni
n
g 
of
 
K
h
a
di
 
a
n
d 
Vi
ll
a
ge
 

I
n
d
us
tr
ie
s 
B
oa
r
ds
 
w
hi
c
h 
ar
e 
i
m
pl
e
m
e
nt
i
n
g 
a
ge
nc
ie
s 
 o
f 
t
h
e 
C
o
m
mi
s-

si
o
n,
 
ar
e 
pr
o
vi
de
d 
b
y 
t
h
e 
l
at
t
er
, 
t
h
e 
c
o
nt
i
n
ua
nc
e 
of
 
St
at
e 
B
oa
r
ds
 

u
n
d
er
 
t
h
e 
a
d
mi
ni
st
ra
ti
ve
 
c
o
nt
r
ol
 
of
 
t
h
e 
St
at
e 
G
o
v
er
n
m
e
nt
s 
h
as
 
b
e
e
n 

a 
m
aj
or
 
b
ot
tl
e
ne
c
k 
i
n 
t
h
e 
i
m
pl
e
me
nt
at
i
o
n 
of
 
t
h
e 
K
h
a
di
 
a
n
d 
Vi
ll
a
ge
 

I
n
d
us
tr
ie
s 
pr
o
gr
a
m
me
s 
i
n 
St
at
es
. 
G
o
v
er
n
m
e
nt
 
h
a
v
e 
t
he
ms
el
ve
s 

st
at
e
d 
t
h
at
 t
h
e
y 
h
a
v
e 
re
ce
i
ve
d 
a 
n
u
m
b
er
 
of
 
c
o
m
pl
ai
nt
s 
a
b
o
ut
 
t
h
e 

p
o
or
 
pe
rf
or
ma
nc
es
 
of
 
t
h
e 
K
h
a
di
 
a
n
d 
Vi
ll
a
ge
 
I
n
d
us
tr
i
es
 
B
oa
r
ds
 
i
n 

s
o
me
 
of
 
t
h
e 
St
li
te
s.
 
A 
re
c
o
m
me
n
da
ti
o
n 
h
a
d 
b
e
e
n 
m
a
d
e 
b
y 
t
h
e 

c
o
nf
er
e
nc
e 
of
 
St
at
e 
Mi
ni
st
er
s 
of
 
I
n
d
us
tr
y 
a
n
d 
R
ur
al
 
De
ve
l
o
p
me
nt
 
t
o 

dr
af
t 
'
a 
m
o
de
l 
Bi
ll
 
t
o 
r
e
g
ul
at
e 
a
n
d 
st
r
e
a
ml
i
n
e 
t
h
e 
f
u
nc
ti
o
ni
n
g 
of
 
t
h
e 

Ol
 '" 



2 
IS

 
Do

 
'. 

St
at

e 
K

ha
di

 a
nd

 V
ill

ag
e 

In
du

st
ri

es
 B

oa
rd

s 
w

hi
ch

 w
il

l 
be

 
ci

rc
ul

at
ed

 
to

 a
ll 

th
e 

St
at

e 
G

ov
er

nm
en

ts
 f

or
 t

he
ir

 v
'e

w
s,

 
In

 t
he

 B
ill

, 
th

e 
pr

ov
i-

si
on

s 
ar

e 
to

 b
e 

m
ad

e 
fo

r 
cl

os
er

 
as

so
ci

at
io

n 
of

 
K

ha
di

 a
nd

 
V

ill
ag

e 
In

du
st

ri
es

 C
om

m
is

si
on

 w
it

h 
'th

e 
fu

nc
ti

on
in

g 
of

 
th

e 
St

at
e 

B
oa

rd
s 

w
i,t

h 
a 

v'
ew

 p
ar

ti
cu

la
rl

y 
to

 
de

ve
lo

pi
ng

 
pr

of
eo

3s
io

na
l 

co
m

pe
te

nc
e 

m
ak

in
g 

op
ti

m
um

 u
se

 o
f 

re
so

ur
ce

s 
m

ai
nl

y 
fi

na
nc

ia
l, 

ta
ki

ng
 t

he
 v

ill
ag

e 
in

du
st

ri
es

 t
o 

al
l 

th
e 

no
ok

s 
an

d 
co

rn
er

s 
in

 t
he

 
co

un
tr

y-
si

de
 a

nd
 

m
on

ito
ri

ng
 r

eg
ul

ar
ly

 a
nd

 e
ff

ec
t'v

el
y 

th
e 

pr
og

re
ss

 o
f 

th
e 

pr
og

ra
m

m
es

 
in

 t
he

 K
ha

di
 a

nd
 V

ill
ag

e 
In

du
st

ri
es

 S
ec

to
r,

 T
he

 C
om

m
it

te
e 

al
so

 n
ot

e 
\ 

I 

th
at

 s
om

e 
sc

he
m

es
 a

re
 

un
de

r 
co

ns
id

er
at

io
n 

of
 t

he
 

G
ov

er
nm

en
t 

w
he

re
by

 b
et

te
r 

lin
ka

ge
s 

ca
n 

be
 d

ev
el

op
ed

 b
et

w
ee

n 
th

e 
K

ha
di

 a
nd

 
V

ill
ag

e 
In

du
st

ri
es

 C
om

m
is

si
on

 o
rg

an
is

at
io

n 
an

d 
ot

he
r 

de
ce

nt
ra

li
se

d 
ag

en
ci

es
 w

or
ki

ng
 a

t 
th

e 
bl

oc
k,

 d
is

tr
ic

t 
an

d 
St

at
e 

le
ve

l. 

T
he

 K
ha

di
 a

nd
 V

ill
ag

e 
In

du
st

ri
es

 
C

om
m

is
si

on
 c

am
e 

in
to

 b
ei

ng
 

ab
ou

t 
24

 y
ea

rs
 b

ac
k,

 
It

 w
as

 c
le

ar
ly

 k
no

w
n 

to
 a

ll 
co

nc
er

ne
d 

th
at

 t
he

 
im

pl
em

en
ti

ng
 a

ge
nc

ie
s 

of
 t

he
 p

ro
gr

am
m

es
 o

f 
th

e 
C

om
m

i'!
si

on
 w

ou
ld

 
m

ai
nl

y 
be

 t
he

 S
ta

te
 B

oa
rd

s/
In

st
it

ut
io

ns
, 

It
 w

as
 r

ea
so

na
bl

e 
to

 e
xp

ec
t 

th
at

 t
he

 r
el

at
io

ns
hi

p 
be

tw
ee

n 
th

e 
C

om
m

is
si

on
 a

nd
 t

he
 i

m
pl

em
en

ti
ng

 
ag

en
ci

es
 w

ou
ld

 b
e 

de
fi

ne
d 

an
d 

cl
ea

rl
y 

la
id

 d
ow

n 
in

 o
rd

er
 to

 f
ac

ili
ta

te
 

pr
op

er
 e

xe
cu

tio
n 

of
 t

he
 p

ro
gr

am
m

es
 o

f 
th

e 
C

om
m

is
si

on
. 

A
s 

ea
rl

y 
as

 
A

pr
il

 1
96

6 
th

e 
Pu

bl
ic

 A
cc

ou
nt

s 
C

om
m

it
te

e 
in

 
th

ei
r 

4!M
:h 

R
ep

or
t 

(T
hi

rd
 L

ok
 S

ab
ha

) 
ha

d 
ex

pr
es

se
d 

th
e'

r 
su

rp
ri

se
 t

ha
t 

th
e 

re
la

ti
on

-
sh

ip
 b

et
w

ee
n 

th
e 

C
om

m
is

si
on

 a
nd

 t
he

 S
ta

te
 B

oa
rd

s 
ha

d 
ne

it
he

r 
be

en
 

de
fi

ne
d 

no
r 

pu
t 

on
 p

ro
pe

r 
fo

ot
in

g,
 w

hi
le

 l
ar

ge
 

am
ou

nt
s 

of
 f

un
ds

 
w

er
e 

be
in

g 
ad

va
nc

ed
 t

o 
th

e 
St

at
e 

B
oa

rd
s 

an
d 

th
ro

ug
h 

th
em

 t
o 

th
e 

C
')

 
~
 



2 
3 

4 

-
-
-
-
-
-
-
-
-
-
-
-

i
ns
ti
t
ut
i
o
ns
 b
ot
h 
b
y 
w
a
y 
of
 
gr
a
nt
s 
a
n
d 
l
oa
ns
 w
it
h
o
ut
 
a
de
q
ua
te
 c
o
nt
r
ol
 

or
 
sc
r
ut
i
n
y.
 
T
he
 
C
o
m
mi
tt
ee
 
h
a
d 
t
h
e
n 
de
si
re
d 
t
h
at
 t
hi
s 
st
at
e 
of
 

af
fa
ir
s 
s
h
o
ul
d 
be
 
re
me
di
e
d 
f
or
t
h
wi
t
h 
a
n
d 
a
de
q
ua
te
 

a
f
i

g
u
a
r
~
 
a
n
d 

c
o
nt
r
ol
s 
s
h
o
ul
d 
b
e 
pr
o
vi
de
d 
i
n 
t
h
e 
sc
he
me
 
of
 
fi
na
nc
ia
l 
as
si
st
a
nc
e 

gi
ve
n 
to
 t
he
m.
 
A
ga
i
n,
 
i
n 
19
67
, 
t
h
e 
C
o
m
mi
tt
ee
 
e
x
pr
es
se
d 
t
h
ei
r 
u
n-

ha
p
pi
ne
ss
 
o
ve
r 
t
h
e 
fa
ct
 
t
h
at
 G
o
ve
r
n
me
nt
 
h
a
d 
n
ot
 
t
a
k
e
n 
a
n
y 
de
fi
ni
te
 

ac
ti
o
n 
t
o 
de
fi
ne
 
t
h
e 
r
el
at
i
or
;
hi
P 
be
t
we
e
n 
t
h
e 
St
at
e 
B
oa
r
ds
 
a
n
d 
t
h
e 

C
o
m
mi
ss
i
o
n 
(
P
A
C 
8t
h 
Re
p 
rt
-
F
o
ur
t
h 
L
o
k 
S
a
b
h
a)
. 

3 
16
 

Mi
ni
st
ry
 
of
 
R
ur
al
 
Re
c
o
ns
tr
uc
-

T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 
li
ke
 t
o 
e
m
p
ha
si
se
 
t
h
at
 t
h
e 
pr
o
p
os
e
d 
m
o
de
l 

ti
o
n 

Bi
ll
 
o
n 
t
h
e 
s
u
bj
ec
t 
s
h
o
ul
d 
b
e 
fi
na
li
se
d 
e
x
pe
di
ti
o
us
l
y 
a
n
d 
ci
rc
ul
at
e
d 

O"
l "'" 

to
 
al
l 
c
o
nc
er
ne
d 
a
n
d 
f
ur
t
h
er
 
ac
ti
o
n 
t
o 
p
ut
 
t
h
e 
pr
o
vi
si
o
n 
of
 
t
h
e 
Bi
ll
 

o
n 
st
at
ut
e 
b
o
o
k 
b
e 
t
a
k
e
n 
wi
t
h
o
ut
 
a
n
y 
l
os
s 
of
 
ti
me
. 
T
h
e 
C
o
m
mi
tt
ee
 

fe
el
 
t
h
at
 u
nl
es
s 
t
h
e 
re
la
ti
o
ns
hi
p 
be
t
we
e
n 
t
h
e 
C
o
m
mi
ss
i
o
n 
a
n
d 
i
m
pl
e-

me
nt
i
n
g 
a
ge
nc
ie
s 
is
 
cl
ea
rl
y 
de
fi
ne
d 
a
n
d 
p
ut
 
o
n 
Ji
lr
op
er
 
f
o
ot
i
n
g,
 
t
h
e 

ef
fe
ct
i
ve
ne
ss
 o
f 
t
h
e 
C
o
m
m'
ss
i
o
n 
w
hi
c
h 
ha
s 
t
o 
d
ol
e 
o
ut
 
cr
or
es
 o
f 
r
u
p
e
es
 

i
n 
t
h
e 
f
o
n
d 
h
o
pe
 
of
 
i
m
pr
o
vi
n
g 
t
h
e 
ec
o
n
o
mi
c 
c
o
n
di
ti
o
ns
 
of
 
t
h
e 
m
u
c
h 

ne
gl
ec
te
d 
vi
ll
a
ge
 
ar
ti
sa
ns
 
a
n
d 
u
ne
m
pl
o
ye
d 
pe
o
pl
e 
wi
ll
 
b
e 
c
o
ns
i
de
r-

a
bl
y 
we
a
ke
ne
d.
 
T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 
li
ke
 t
h
e 
G
o
ve
r
n
me
nt
 
t
o 
g
~
v
e
 

t
o
p 
pr
i
or
it
y 
t
o 
t
hi
s 
as
pe
ct
 
of
 
t
h
e 
ma
tt
er
. 

4 
17
 

D
o.
 

T
h
e 
C
o
m
mi
tt
ee
 
is
 
di
st
re
ss
e
d 
t
o 
n
ot
e 
t
h
at
 i
ns
pi
te
 o
f 
t
h
e 
as
s
ur
a
nc
e 

gi
ve
n 
b
y 
t
h
e 
K.
V.
1. 
C
o
m
mi
ss
i
o
n 
o
nl
y 
5 
o
ut
 
of
 
25
 
St
at
e 
K.
V.
I.
 
B
oa
r
ds
 

h
a
d 
be
e
n 
i
ns
pe
ct
e
d 
b
y 
t
h
e
m 
u
pt
o 
De
:.'
e
m
be
r,
 
19
79
, 
T
h
e 
C
o
m
mi
tt
ee
 



5 
18

 
D

o.
 

6 
36

 
D

o.
 

no
te

 t
ha

t 
a 

m
on

ito
ri

ng
 b

oa
rd

 i
n 

ea
ch

 S
ta

te
 u

nd
er

 t
he

 C
ha

ir
m

an
sh

ip
 

of
 t

he
 r

es
pe

ct
iv

e 
St

at
e 

D
ir

ec
to

r 
of

 K
ha

di
 a

nd
 

V
ill

ag
e 

In
du

st
ri

es
 

C
om

m
is

si
on

 i
s 

pr
op

os
ed

 t
o 

be
 s

et
 u

p 
fo

r 
m

on
 :t

or
in

g 
an

d 
co

nc
ur

re
nt

 
ev

al
ua

tio
n 

of
 p

ro
gr

am
m

es
 i

n 
K

ha
di

'8
ll

d 
V

ill
ag

e 
In

du
st

ri
es

 s
ec

to
r. 

Th
e 

C
om

m
itt

ee
 a

ls
o 

no
te

 t
ha

t 
th

e 
C

om
m

is
si

on
 h

ad
 i

nt
im

at
ed

 t
ha

t 
a 

sy
st

em
 o

f 
qu

ar
te

rl
y 

rep
or

tO
ng

O 
by

 t
he

 S
ta

te
 B

oa
rd

s 
ha

d 
be

en
 i

nt
ro

-
du

ce
d.

 
T

he
 C

om
m

itt
ee

 d
es

ir
e 

th
at

 t
hi

s 
qu

ar
te

rl
y 

re
po

rt
in

g 
be

 m
ad

e 
m

or
e 

ef
fe

ct
iv

e 
so

 a
s 

to
 e

na
bl

e 
th

e 
C

om
m

is
si

on
 t

o 
ev

al
ua

te
 

pr
op

er
ly

 
th

e. 
pr

og
re

ss
 o

f 
im

pl
em

en
ta

tio
n 

of
 it

s 
pr

og
ra

m
m

es
. 

T
he

 C
om

m
itt

ee
 w

el
co

m
e 

th
es

e 
st

ep
s 

an
d 

ho
pe

 t
ha

t 
th

ey
 w

ill
 h

el
p 

ke
ep

in
g 

a 
be

tt
er

 w
at

ch
 o

n 
th

e 
pr

og
re

ss
 o

f 
im

pl
em

en
ta

tio
n 

of
 

th
e 

C
om

m
is

si
on

's 
pr

og
ra

m
m

es
 b

y 
th

e 
St

at
e 

B
oa

rd
s.

 

T
he

 C
om

m
is

si
on

 d
is

bu
rs

ed
 b

y 
w

ay
 o

f 
lo

an
s 

an
d 

gr
an

ts
 R

s. 
34

1.
67

 
cr

or
es

 f
or

 t
he

 d
ev

el
op

m
en

t 
of

 k
ha

di
 a

nd
 R

s. 
14

9.
20

 c
ro

re
s 

fo
r 

th
e 

de
ve

lo
pm

en
t 

of
 v

ill
ag

e 
in

du
st

ri
es

 d
ur

in
g 

th
e 

pe
ri

od
 f

ro
m

 1
95

7-
58

 
to

 1
97

8-
79

. 
O

ut
 o

f 
Rs

. 
43

6.
39

 c
ro

re
s 

of
 l

oa
ns

 a
nd

 
gr

an
ts

 d
is

bu
rs

ed
 

up
to

 1
97

7-
78

 t
o 

th
e 

St
at

e 
B

oa
rd

s 
an

d 
in

st
itu

tio
ns

, 
ut

ili
sa

tio
n 

ce
rt

if
i-

ca
te

s 
fo

r 
Rs

. 
50

.6
8\

 c
ro

re
s 

w
er

e 
aw

ai
te

d 
til

l 
Se

pt
em

be
r 

19
79

 a
nd

 o
ut

 
of

 g
ra

nt
s 

an
d 

lo
an

s 
of

 R
s. 

15
7.7

7 
cr

or
es

 d
is

bu
rs

ed
 t

o 
St

at
e 

B
oa

rd
s 

up
to

 1
97

7-
78

, u
til

ls
at

io
n 

ce
rti

fic
at

es
 f

or
 R

s. 
20

.71
 c

ro
re

s 
w

er
e 

aw
ai

te
d 

til
l 

D
ec

em
be

r 
19

79
. 

T
he

 
C

om
m

itt
ee

 lU
'e 

to
ld

 t
ha

t 
ou

t 
of

 R
s. 

50
.6

8 
cr

or
es

, 
ou

ts
ta

nd
in

g 
ut

ili
sa

tio
n 

ce
rt

if
ic

at
es

 a
s 

on
 3

0t
h 

N
ov

em
be

r 
19

80
 

fo
r 

th
e 

pa
ym

en
ts

 m
ad

e 
up

to
 3

1s
t M

ar
ch

 1
97

8 
st

oo
d 

at
 R

s. 
16

.81
 c

ro
re

s,
 

th
e 

m
aj

or
 p

ar
t 

of
 w

hi
ch

 w
as

 f
ro

m
 t

he
 S

ta
te

 B
oa

rd
s.

 

O
l 

U
1 



12 

7 
37

 " 
" 

8 
38

 

3 
4 

M
in

is
try

 o
f R

ur
al

 
R

ec
on

s-
G

iv
in

g 
th

e 
re

as
on

s 
fo

r 
he

av
y 

oU
'ls

ta
nd

in
gs

 i
n 

re
sp

ec
t 

of
 u

til
is

at
io

n 

tr
uc

tio
n 

ce
rti

fic
at

es
 f

ro
m

 t
he

 S
ta

te
 B

oa
rd

s,
 t

he
 M

in
is

tr
y 

ha
ve

 s
ta

te
d 

th
at

 t
he

 

m
aj

or
 p

ar
t 

of
 t

he
 a

m
ou

nt
 f

or
 w

hi
ch

 u
til

is
at

io
n 

ce
rti

fic
at

es
 w

er
e 

du
e 

w
as

 in
vo

lv
ed

 in
 d

ef
un

ct
 c

oo
pe

ra
tiv

e 
so

ci
et

ie
s 

an
d 

in
st

itu
tio

ns
. S

ec
on

d-

D
o.

 

ly
, 

th
e 

St
at

e 
B

oa
rd

s 
w

er
e 

no
t 

ad
eq

ua
te

ly
 s

ta
ff

ed
 t

o 
at

te
nd

 t
o 

ut
ili

-

sa
tio

n 
ce

rti
fic

at
es

' 
w

or
k,

 a
nd

 t
hi

rd
ly

, 
si

nc
e 

th
e 

St
at

e 
B

oa
rd

s 
ha

ve
 \

 

di
sb

ur
se

d 
la

rg
e 

am
ou

nt
s 

to
 i

nd
iv

id
ua

l 
ar

tis
an

 a
nd

 s
m

al
l 

en
tr

ep
re

-

ne
ur

s 
w

ho
 a

re
 m

os
tly

 i
lli

te
ra

te
 a

nd
 t

ha
t 

su
ch

 i
nd

iv
id

ua
ls

 a
re

 u
na

bl
e 

to
 m

ai
nt

ai
n 

an
y 

ac
co

un
ts

 l
et

 a
lo

ne
 p

ro
pe

r 
ac

co
un

ts
 a

bo
ut

 t
he

 u
til

i-

sa
tio

n 
of

 f
in

an
ci

a\
 a

sS
is

ta
nc

e.
 

Th
e 

C
om

m
itt

ee
 n

ot
e 

th
at

 t
he

 C
om

-
C7

.I 

m
is

si
on

, 
ha

vi
ng

 r
ek

ar
d 

to
 t

he
 n

on
-a

va
ila

bi
lit

y 
of

 r
eq

ui
si

te
 a

cc
ou

nt
s/

 
C7

.I 

re
co

rd
s 

w
it

h 
in

di
vi

du
al

 a
rt

is
an

s 
fo

r 
pr

ep
ar

at
io

n 
Of

 u
til

is
at

io
n 

ce
rt

i-

fic
at

es
, 

ha
s 

un
de

r 
co

ns
id

er
at

io
n 

a 
pr

op
os

al
 

fo
r 

ac
ce

pt
an

ce
 

of
 

ut
ili

sa
tio

n 
ce

rti
fic

at
es

 p
re

pa
re

d 
on

 t
he

 b
as

is
 o

f 
co

lla
te

ra
l 

ev
id

en
ce

 

ab
ou

t 
th

e 
ut

ili
sa

tio
n 

of
 f

un
ds

 b
y 

th
e 

gr
an

te
es

 f
or

 t
he

 i
nt

en
de

d 
pu

r-
po

se
. 

Th
e 

C
om

m
itt

ee
 w

ou
ld

 l
ik

e 
to

 
so

un
d 

a 
no

te
 o

f 
ca

ut
io

n 
th

at
 

be
fo

re
 t

hi
s 

pr
op

os
al

 o
f 

"c
ol

la
te

ra
l 

ev
id

en
ce

" 
is

 g
iv

en
 e

ff
ec

t 
to

, 
th

e 

sy
st

em
 s

ho
ul

d 
no

t, 
as

 a
 m

at
te

r 
Of

 c
ou

rs
e,

 b
e 

m
ad

e 
ap

pl
ic

ab
le

 to
 e

ve
ry

 

gr
an

te
e.

 
It

 s
ho

ul
d 

be
 c

on
fin

ed
 o

nl
y 

to
 e

xc
ep

tio
na

l 
ca

se
s 

or
 i

lli
te

ra
te

 

gr
an

te
es

 l
iv

in
g 

in
 b

ac
kw

ar
d 

ru
ra

l 
ar

ea
s·

 
O

th
er

w
is

e,
 t

he
 C

om
m

itt
ee

 
ap

pr
eh

en
d,

 t
he

 p
ro

ce
du

re
 i

s 
lik

el
y 

to
 b

e 
m

is
us

ed
. 

A
s 

re
gm

-d
s 

gi
vi

ng
 o

f 
fin

an
ci

al
 a

ss
is

ta
nc

e 
to

 t
he

 S
ta

te
 B

oa
rd

s 
fo

r 

st
re

ng
th

en
in

g 
th

ei
r 

st
af

f, 
th

e 
C

om
m

itt
ee

 
w

ou
ld

 
lik

e 
to

 r
ei

te
ra

te
 



9 
39
 

11
]. 

1
0 

40
 

Do
. 

-
-
-
-
-
-
-
_.
-

t
he
ir
 e
ar
li
er
 
re
c
o
m
me
n
da
ti
o
n 
ma
de
 
i
n 
pa
ra
 
2.
21
 
of
 
t
he
ir
 4
9t
h 
Re
p
or
t 

(
T
h;
r
d 
L
o
k 
Sa
b
ha
) 
i
n 
w
hi
c
h 
it
 h
a
d 
be
e
n 
st
at
e
d 
t
h
at
 s
uc
h 
c
ha
r
ge
s 

s
h
o
ul
d 
be
 
me
t 
b
y 
t
he
 S
t
at
e 
c
o
nc
er
ne
d 
a
n
d 
n
ot
 
b
y 
t
h
e 
C
o
m
mi
ss
i
o
n.
 

Re
ga
r
di
n
g 
t
h
e 
i
nf
or
ma
ti
o
n 
a
b
o
ut
 
t
h
e 
fa
il
ur
e 
of
 
St
at
e 
B
oa
r
ds
! 

I
ns
ti
t
ut
i
o
ns
 
t
o 
s
u
b
mi
t 
ut
il
is
at
i
o
n 
ce
rt
if
ic
o:.
te
s 
i
n 
re
s
pe
ct
 
of
 
ea
rl
ie
r 

as
si
st
a
nc
e 
be
f
or
e 
as
ki
n
g 
f
or
 
a 
fr
es
h 
as
si
st
a
nc
e,
 
t
h
e 
Mi
ni
st
r
y 

a
v
~
 

st
at
e
d 
t
h
at
 i
n 
re
s
pe
ct
 o
f 
di
re
ct
l
y 
ai
de
d 
i
ns
ti
t
ut
i
o
ns
 s
uc
h 
i
nf
or
ma
ti
o
n 

ca
n
n
ot
 
be
 
f
ur
ni
s
he
d 
wi
t
h
o
ut
 
g
oi
n
g 
i
nt
o 
a
n
d 
a
na
l
ys
i
n
g 
t
h
e 
p
os
it
i
o
n 

a
b
o
ut
 
«t
h
o
us
a
n
ds
 
of
 
pa
y
me
nt
s 
ma
de
 
o
ve
r 
b
y 
t
he
 y
ea
rs
 
t
o 
i
ns
ti
t
ut
i
o
ns
 

a
n
d 
as
ce
rt
ai
ni
n
g 
t
h
e 
p
os
it
i
o
n 
at
 
t
h
e 
ti
me
 
of
 
ea
c
h 
s
uc
h 
pa
y
me
nt
 

w
he
t
he
r 
or
 
n
ot
 
ve
ri
fi
ca
ti
o
n 
of
 
e
x
pe
n
di
t
ur
e 
st
at
e
me
nt
s 
b
y 
wa
y 
of
 

re
c
o
u
p
me
nt
 
cl
ai
m 
f
ur
ni
s
he
d 
b
y 
t
he
m 
h
a
d 
n
ot
 
be
e
n 
ma
de
 
i
n 
re
s
pe
ct
 

of
 
ea
rl
ie
r 
di
s
b
ur
se
me
nt
s 
ma
de
 
t
o 
ea
c
h 
of
 
s
uc
h 
i
ns
ti
t
ut
i
o
ns
."
 
T
h
e 

~
 

C
o
m
ml
tt
ee
 
w
o
ul
d 
li
ke
 t
h
e 
C
o
m
mi
ss
i
o
n 
t
o 
e
xa
mi
ne
 
t
he
 f
ea
si
bi
li
t
y 
of
 

i
nt
r
o
d
uc
i
n
g 
a 
ca
r
d 
s
ys
te
m 
wi
t
h 
a 
pe
r
ma
ne
nt
 
l
oa
n/
s
u
bs
i
d
y 
n
u
m
be
r-

al
l
ot
te
d 
t
o 
ea
c
h 
gr
a
nt
ee
 
so
 
t
h
at
 i
t 
is
 a
bl
e 
t
o 
ke
e
p 
a 
tr
ac
k 
of
 
al
l 
o
ut
-

st
a
n
di
n
g 
l
oa
ns
 a
n
d 
t
he
ir
 p
r
o
pe
r 
ut
il
is
at
i
o
n 
be
f
or
e 
.s
u
bs
e
q
ue
nt
 l
oa
ns
 

a
n
d 
s
u
bs
i
di
es
 t
o 
s
uc
h 
gr
a
nt
ee
 
ar
e 
t
o 
be
 
de
al
t 
wi
t
h.
 
T
he
 
C
o
m
mi
tt
ee
 

fe
el
 
t
h
at
 t
hi
s 
s
ys
te
m 
w
o
ul
d 
he
l
p 
t
h
e 
C
o
m
mi
ss
i
o
n 
i
n 
m
o
ni
t
or
i
n
g 
t
h
e 

I
nf
or
ma
ti
o
n 
a
b
o
ut
 
ut
il
is
at
i
o
n 
of
 
as
s:
st
a
nc
e 
gi
ve
n 
t
o 
t
he
 v
ar
i
o
us
 
i
ns
ti
-

t
ut
i
o
ns
 a
n
d 
i
n
di
vi
d
ua
ls
. 

T
he
 
i
m
p
or
ta
nc
e 
of
 
f
ur
ni
s
hi
n
g 
t
h
e 
ut
il
is
at
i
o
n 
ce
rt
if
ic
at
es
 
b
y 
t
h
e 

i
ns
ti
t
ut
i
o
ns
 a
n
d 
St
at
e 
B
oa
r
ds
 
ha
s 
be
e
n 
st
re
ss
e
d 
b
y 
t
h
e 
C
o
m
mi
tt
ee
 
i
n 

t
he
 p
as
t 
(
vi
d
e 
93
rd
 
Re
p
or
t.
 
Fi
ft
h 
L
o
k 
Sa
b
ha
).
 
T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 

. __
 .
_-
-
_.
_-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-



J 
2 

II
 

41
 

-
-
-
-
_

._
-

3 
4-

lik
e 

th
e 

C
om

m
is

si
on

 t
o 

ta
ke

 s
er

io
us

 v
ie

w
 i

n 
re

ga
rd

 t
o 

gr
an

t 
of

 f
ur

-
I 

th
er

 a
ss

is
ta

nc
e 

to
 t

he
 S

ta
te

 B
oa

rd
>s

 a
nd

 i
ns

tit
ut

io
ns

 w
hi

ch
 a

re
 n

ot
 i

n 

M
in

is
tr

y 
of

 R
ur

al
 R

ec
on

s-

a 
po

si
tio

n 
to

 a
cc

ou
nt

 r
ea

so
na

bl
y 

fo
r 

th
e 

m
on

ey
s 

gi
ve

n 
to

 t
he

m
 a

nd
 

to
 p

ro
du

ce
ce

rt
if

tc
at

es
 f

or
 t

he
ir

 p
ro

pe
r 

ut
ili

sa
tio

n.
 

If
 a

 p
ar

ti
cu

la
r 

St
at

e 
B

oa
rd

 o
r 

an
 i

ns
tit

ut
io

n 
pe

rs
is

te
nt

ly
 d

ef
au

lts
 i

n 
re

nd
er

in
g 

pr
o-

pe
r 

ac
co

un
t o

f 
fu

rn
is

hi
ng

 u
til

is
at

io
n 

ce
rtf

fic
at

es
, f

ur
th

er
 a

ss
is

ta
nc

e 
to

 
su

ch
 B

oa
rd

 o
r 

In
st

itu
tio

n 
sh

ou
ld

 b
e 

di
sc

on
tin

ue
d 

T
he

 C
om

m
itt

ee
 

do
 n

ot
 a

gr
ee

 t
ha

t 
su

ch
 d

is
co

nt
in

ua
nc

e 
w

ill
 d

en
y 

fin
an

ci
al

 a
ss

is
ta

nc
e,

 
to

 t
ho

se
 i

ns
tit

ut
io

ns
 w

ho
se

 p
er

fo
rm

an
ce

 i
n 

re
sp

ec
t 

of
 s

ub
m

is
si

on
 o

f 
ut

ili
sa

tio
n 

ce
rt

if
ic

at
es

 h
as

 b
ee

n 
go

od
. 

Su
ita

bl
e 

as
si

st
an

ce
 

ca
n 

be
 

~ 
pr

ov
id

ed
 t

o 
su

ch
 d

es
er

vi
ng

 i
ns

tit
ut

io
ns

. 
T

he
 C

om
m

itt
ee

 d
es

ir
e 

th
e 

~
 

C
om

m
is

si
on

 t
o 

m
ak

e 
vi

go
ro

us
 e

ff
or

ts
 t

o 
ob

ta
in

 u
til

is
at

io
n 

ce
rt

if
ic

at
es

 
an

d 
to

 g
et

 t
he

 b
ac

ki
ng

 c
le

ar
ed

 a
t 

an
 e

ar
ly

 d
at

e.
 

Th
e 

C
om

m
is

si
on

 
sh

ou
ld

 s
ee

 t
o 

it
 t

ha
t 

no
 a

rr
ea

rs
 r

el
at

in
g 

to
 u

til
is

at
io

n 
ce

rt
if

ic
at

es
 a

re
 

al
lo

w
ed

 to
 a

cc
um

ul
at

e.
 

tr
uc

tio
n 

T
he

 C
om

m
itt

ee
 a

ls
o 

no
te

 t
ha

t 
th

e 
C

om
m

'ss
io

n 
ha

d 
ta

ke
n 

or
 i

ni
-

tia
te

d 
le

ga
l 

ac
tio

n 
ag

ai
ns

t 
in

st
itu

tio
ns

/s
oc

ie
tie

s 
w

hi
ch

 h
av

e 
st

op
pe

d 
fu

nc
tio

ni
ng

 w
ith

ou
t 

su
bm

itt
in

g 
ut

ili
sa

tio
n 

ce
rt

if
ic

at
es

 f
or

 r
ec

ov
er

y 
of

 C
om

m
is

si
on

's 
du

es
 i

nc
lu

di
ng

 t
he

 a
m

ou
nt

s 
of

 
un

ut
ili

se
d 

gr
an

ts
. 

Th
e 

C
om

m
itt

ee
 d

es
ir

et
he

 C
om

m
i9

3i
on

 to
 p

ur
su

e 
th

is
 m

at
te

r 
vi

go
ro

us
-

ly
. 

Th
e 

C
om

m
itt

ee
 w

ou
ld

 a
ls

o 
lik

e 
th

e 
C

om
m

is
si

on
 t

o 
pu

bl
is

h 
th

e 
na

m
es

 o
f 

su
ch

 i
ns

tit
ut

io
ns

 a
nd

 t
he

 n
am

es
 a

nd
 

ad
dr

es
se

s 
of

 t
he

ir
 



1
2 

42
 

D
o.
 

C
h;
ef
 
E
xe
c
ut
i
ve
s,
 
i
nc
l
u
di
n
g 
t
he
 t
re
as
ur
er
s,
 b
y 
w
ha
te
ve
r 
na
me
 
ca
ll
e
d,
 

i
n 
t
he
 A
n
n
ua
l 
Re
p
or
ts
 
of
 
t
he
 C
o
m
mi
ss
i
o
n.
 
T
hr
o
u
g
h 
th
i'
3 
me
t
h
o
d,
 
at
 

le
as
t 
t
he
 p
u
bl
ic
 
w
o
ul
d 
k
n
o
w 
t
h
e 
na
me
s 
of
 
de
f
u
nc
t 
i
ns
ti
t
ut
i
o
ns
 a
n
d 

t
he
ir
 p
r
o
m
ot
er
s.
 

W
hi
le
 
sc
r
ut
i
ni
si
n
g 
t
h
e 
ut
il
i'
3a
ti
o
n 
ce
rt
if
ic
at
es
 
s
u
b
mi
tt
e
d 
b
y 
t
h
e 

as
si
st
e
d 
i
ns
ti
t
ut
i
o
ns
, 
t
h
e 
C
o
m
mi
ss
i
o
n 
h
a
d 
di
sa
ll
o
we
d 
a
n 
a
m
o
u
nt
 
of
 

Rs
. 

~
7
 
cr
or
es
 
c
o
ns
is
ti
n
g 
of
 
Rs
. 
1.
51
 
cr
or
es
 
g:
ve
n 
as
 
gr
a
nt
s 
a
n
d 

Rs
. 
3.
16
 
cr
or
es
 
as
 
l
oa
n.
 
O
n 
be
i
n
g 
as
ke
d 
t
o 
i
n
di
ca
te
 t
h
e 
ac
ti
o
n 
t
a
k
e
n 

t
o 
re
c
o
ve
r 
or
 
re
g
ul
ar
is
e 
t
he
se
 
a
m
o
u
nt
s,
 
t
h
e 
Mi
ni
st
r
y 
h
a
v
e 
me
re
l
y 

st
at
e
d 
" 
..
..
..
 t
h
e 
e
x
pe
n
di
t
ur
e 
i
nc
ur
re
d 
b
y 
t
h
e 
I
ns
ti
t
ut
i
o
n'
3 
w
hi
c
h 

c
o
ul
d 
be
 
re
g
ul
ar
is
e
d 
o
n 
re
ce
i
pt
 
of
 
f
ur
t
h
er
 
i
nf
or
ma
ti
o
n 
fr
o
m 
t
h
e
m 

ha
s,
 
b
y 
a
n
d 
la
r
ge
, 
be
e
n 
al
re
a
d
y 
re
g
ul
ar
is
e
d.
 
I
n 
s
o
me
 c
as
es
, 
'
w
he
re
 t
h
e 
i 

e
x
pe
n
di
t
ur
e 
c
o
ul
d 
n
ot
 
b
e 
re
g
ul
ar
is
e
d 
t
he
 d
is
al
l
o
wa
nc
e 
of
 
e
x
pe
n
di
t
ur
e 
. 

is
 
be
i
n
g 
o
bj
ec
te
d 
t
o 
a
n
d 
di
s
p
ut
e
d 
b
y 
t
h
e 
as
si
st
e
d 
in
st
it
ut
ic
:
Sn
s 
a
n
d 

s
o
me
 
s
uc
h 
ca
se
s 
ar
e 
s
u
bj
ec
t 
m
at
t
er
 
of
 
ar
bi
tr
at
i
o
n 
or
 
a
dj
u
di
ca
ti
o
n 
..
. 

s
o 
f
ar
 a
s 
c
o
m
p
o
ne
nt
 
of
 
l
oa
n 
(
Rs
. 
3.
16
 
cr
or
es
) 
iJ
;l 
t
hi
s 
a
m
o
u
nt
 
i
s 
C
Ol
l-

ce
r
ne
d,
 
it
s 
re
pa
y
me
nt
/r
ef
u
n
d 
ha
s 
al
re
a
d
y 
be
e
n 
i
ns
is
te
d 
u
p
o
n 
i
n 

n
or
ma
l 
c
o
ur
se
. 
A
s 
s
uc
h,
 
ma
j
or
 
p
ar
t 
of
 
t
h
e 
a
m
o
u
nt
 
of
 
Rs
. 
4.
67
 
cr
or
es
 

is
 
re
c
o
ve
ra
bl
e .
..
 ". 

T
he
 
C
o
m
mi
tt
ee
 
r
e
gr
et
 
t
o 
sa
y 
t
h
at
 
t
h
e 
i
nf
or
ma
ti
o
n 
f
ur
ni
s
he
d 
b
y 

t
h
e 
Mi
ni
st
r
y 
is
 v
a
g
ue
. 
T
h
e 

~
i
t
t
e
e
 
de
si
re
 
t
h
e 
Mi
ni
st
r
y 
t
o 
f
ur
ni
s
h 

sp
ec
if
ic
 
de
ta
il
s 
a
b
o
ut
 
t
h
e 
ac
ti
o
n 
t
a
k
e
n 
t
o 
re
c
o
ve
r 
t
hi
s 
a
m
o
u
nt
 
of
 

Rs
. 
4.
67
 
cr
or
es
. 



2 

13
 

47
 

14
 

-
1)
 

3 

Mi
ni
st
r
y 
of
 
R
ur
al
 

Re
co
ns
tr
uc
ti
on
 

D
o 

4 
-
-
-
-
-
-
-
-
-
_.
 __ 
.
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

T
h
e 
C
o
m
mi
tt
e
e 
r
e
gr
et
 
t
o 
n
ot
e 
t
h
at
 a
n 
a
m
o
u
nt
 
of
 
Rs
. 
15
.3
2 
cr
or
es
 

(l
oa
ns
) 
a
n
d 
Rs
. 
3.
51
 
cr
or
es
 
(
gr
a
nt
s)
 
st
at
e
d 
t
o 
h
a
v
e 
b
e
e
n 
r
ef
u
n
d
e
d 

b
y 
t
h
e 
St
at
e 
B
o
ar
ds
 
r
e
m
ai
n
e
d 
t
o 
b
e 
re
c
o
nc
il
e
d 
wi
t
h 
t
h
e 
fi
g
ur
es
 
as
 

p
er
 
C
o
m
mi
ss
i
o
n'
S 
b
o
o
ks
 
of
 
ac
c
o
u
nt
s.
 
T
h
e 
C
o
m
mi
tt
e
e 
ar
e 
s
ur
pr
is
e
d 

t
o 
fi
n
d 
t
h
at
 t
h
e 
C
o
m
mi
ss
i
o
n 
h
as
 
r
e
q
u
es
t
e
d 
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b
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c
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c
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e
c
o
v
er
y 
of
 
gr
a
nt
s 
a
n
d 
l
o
a
ns
 o
u
g
ht
 
t
o 
b
e 
a
v
ai
l
a
bl
e 
wi
t
h 
t
h
e 

C
o
m
mi
ss
i
o
n 
a
n
d 
it
 
s
h
o
ul
d 
n
ot
 
b
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c
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c
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h
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b
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i
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c
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b
es
i
d
es
 t
a
ki
n
g 
ac
ti
o
n 
pe
r
mi
ss
i
bl
e 
u
n
~
r
 

t
h
e 
l
a
w 
a
ga
i
ns
t 
t
h
e 
de
fa
ul
ti
n
g 
i
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h
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i
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 p
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h
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c
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h
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r
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c
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h
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b
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at
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APPENDIX II 

(See para 7 of Intror\uction) 

MINISTRY OF RURAL RECONSTRUCTION 

34. Khadi and Village Industries Commission 

1. lntmductory: 

1.1. The Khadi and Village Industries Commission (hereafter 
Commission) is a body corporate established under the Khadi and 
Village Industries Act, 1956. It replaced the All India Kbadi and 
Village Industries Board which was earlier set up by Government. 
by a resolution in 1953. The Commission implements its program-
mes of development of khaw and village industries through depart-
mental activities directly and by assisting State Khadi and Village 
Industries Boarfis and directly-aided institutions/co-operative socie-
ties. 

1.2. There are 24 State Boards (20 Statutory and 4 Advisory) 
one in each State or Union Territory. The actual implementation 
of the development work in respect of khadi and village industries 
was mainly carried out by registered institutions, co'-operative 
societies. and individuals in v.arious States; the institutions, which 
are mostly engaged in pronuction of khadi, are generally directly 
financed by the Commission and the co-operative societies, which 
are mostly engaged in village industries, are financed by the State 
Boards out of funds received by them from the Commission. The 
State B08'l'ds are accountable to the State Governments and State 
Legislatures. 

1.3. In paragraph 4.64 of 49th Report, the Public Accounts Com-
mittee (P.A.C.) (Third Lok Sabha: 1965-66) recommended that 
besines exercising financial control, the Commission should also have 
an efticient machinery at its disposal to watch the progress made by 
the State Boards in their spheres. The Commission had informed 
the P.A·C. (Fourth Lok Sabha: 1967-68; 8th Report) that system 
of inspection of the State Boards by its officers had been introduced. 

88 
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1.4. The Administrative Staff College of India, Hyderabad, in its 
report on "Village Industry Profile and Organisation Study", sub-
mitted (1974-75) to the Commission and Government, commented, 
inter a.lia, on inadequate data base  base for formulation of develop-
ment 9rogrammes and faulty loan appraisal methods in the set-up 
of the State Boards. In it~ 252nd meeting held in January 1978, 
the Commission observed that very little was known about the func-
tioning of the various State Boards not only with regar~ to tbepace 
of expenditure from out of the funds released to them by the Com-
mission but also with regard to actual implementation of the pro-, . 

grammes and that this called for strengthening of the Commission's 
machinery for periodical inspection of the State Boards. In Decem-
ber 1979, the Commission stated that inspection parties were deput.ed 
from time to time to the State Boards for conducting stuely of the 
procedures for processing applications for financial assistance, re-
Jeasing funds, working of some of the aided institutions and general 
functioning of the Boards and added that a system of quarterly re~ 
porting by the State Boards had also been introeluced. It was seen 
(January 1980) in audit that only 5 out of 24 boards had so· far 
(December 1979) been in!!(leCted in detail. 

2. Fina.nce and Accounts: 

2.1. From 1957-58 to 1978-79, Government gave financial assistance 
to the Commission in the form of Joans (Rs. 369.22 crores) and grants 
(Rs. 323.23 crores) out of which loans (Rs. 297.92 crores) and grants 
(Rs. 192.95 crores) were paid to the State Boards and institutions. 
As on 31st March 1979, Government loans outstanding against the 
Commission a unte~ to Rs. 183.14 crores. 

The . accounts of the Commission are audited and certified by the 
Comptroller and Auditor General of India under section 23 of the 
Khadi ~n  Village Industries Act, 1956 read with section 19-(2) of 
the Comptroller and Auditor General's (Duties., Powers anel Condi-
tions of Service) Act, 1971, and the certifted accounts together with 
the Audit Report thereOn are forwarded annually tc Government 
for being laid before the Parliament. 

A summary of the receipts and ay ~t  of the Commission 
(excluding those pertaining to -loans -.raised from banks) during 
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1957-58 to 197.8-79 is given below:-

1957-SB 1974'"75 1975"'rli -1976-77 '977-78 1978-." 
to 1975-'4 

-------

~: 
([11 Cl'fIr'eS 01' rupa) 

eni ~" 0'57 6' fig 5'05 4'37 3'99 5'-
Loaas frona Governl1JCnt 171' ~ 47'94 34'2:1 29'95 ~'  48'55 
Gran., and interat sub-
IJdy rr-Gcwem-
ment "811'911 15'09 " 16, 53 110'37 !16' 14 39'lIO 

l\. ~y .t of bas.and. 
" ftftmd of unutilUed 
pull "by State BCarcIa 
iDd ~tuti n  , ISS' ~ lI'<40 5' J3 4'16 5'lIi 4'10 

~lJai e u  receipts 6'05 lI'sfj 1'1I4 0'74 1'12 I' 54 

TOtal 525'26 '4'48 62, 17 59'59" 73'40 92'45 
--.----------~ --------"_ .. -.-. ---.---.----
9J1111fs: 

"~ a lt  
t  ,  , h'S4 42'73 e 

19'112 17'35 IS'I6 " 8'45 

ana to State Boards 
and institutions 193'32 8'04- 18'36 15'05 24" 6£1 38'46 

G rants to State Boards 
and institutions 137' 38 "59 9'40 9'53 13",03 ,S'02 

Interest 011 Govern-
mentloans 48'26 5'31 5'99 7"44 988 II' 65 

.\daUailltatiw -1**11 SO' 78 4'33 4'611 4'56 4'70 4'91 
U-........ __ 

pay-
IIM:IltI ' 26'119 1'43 0'21 1'67 2,68 3'94 

~ba uce, 6'6g 5'05 4'37 3'99 5'26 9'02 

Total 525'26 74· ... 62' I, 59'59 73'40 911' 45 

2.2. The break-up of the assistance (Rs. 490.87 crores) paid by 
th, Conunisaion during 1957-58 to 1978-79 to the State Boarrls and 
institutions" for development of khadi and village industries pro-
gramme is giv@ below: 

_."--------"----"--,._-------

Loans 

Grants 

"" " --"--'-

IOIadi VilJa&e Total 
industries 

(In c:rores of rupc:es) 

188, g6 108, 96 297'!;2 

152"1 40'24 192'95 

--------"---
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Out of Rs. 436.39 crores of loans and grants disbursed up .1;0 
1917-78 to the State Boards .and institutions, utilisation certific,tes 
jor Rs. 50.68 crores were awaited (September 1979) (refer to/sub-
paragraph 2.7 and annexure n. Out of the grants and loans of 
Rs. 1 7.~7 crores rlisbursed to the State Boards up to 1977-78, utilisa-
tion certificates for Rs. 2071 crores were awaited (December 1979). 

2.3. Loans paid for khadi programme were interest-free, while 
those paid for village industries carried interest at the rate of 4 per 
cent per annum. PeriO'ds of repayment of loans generally ranged 
from six months to ten years. Out of loans totalling Rs. 297.92 
crores paid by the Commission to the State Boards and institutions 
for implementation of khadi and village inc\ustries' programmes, 
recoveries totalling Rs. 127.09 crores only were effeeted leaving a 
balance of Rs. 170.83 crores as on 31st -March 1979; out of this, con-
firmation of balances of Rs. 66.88 crores only had been received from 
the Boards and the institutions till September 1979. 

The Commission had no system of its own to ascertain details 
of loans which had become overdue for recovery from the State 
Boatds; according to the c\efault statements submitted by the State 
Board themsel'ftS to the CommisSion, Rs. 9.14 crotes were overdue 
for recovery from them in September 1979. As regards the institu-
tions to which loans were given by the Commission, the overdue 
loans as worked out by the Commission in September 1979, were 
Rs. 4.70 crOres. Information regarding interest recoverable on the 
overdue loanS could not be ascertained from the Commission's 
recotds. 

2.4. The Commission had been "ressing the State Governments 
to give guarantees for loans pain by it to the State Boards. Against 
loans of Rs. 8fl.14 crores outstanding against 23 State Boards as on 
31st March 1979, guarantees to the extent of Rs. 68.35 crores only 
. had been received, leaving the balance of Rs. 20.79 crores uncovered. 

In September 1972, the Commission had deci'ded tQ obtain equit-
able mortgages to secure loans paid to the institutions. No mort-
gage deeds had, however, been obtained till September 1979 from 
1,132 institutions against which loans totalling Rs. 33.57 crOl'es were 
outstanding (March 1978). The Commission stated (December 1979) 
that loans paid to the institutions, which had not created equitable 
mortgages, were covered by security in the form of hypothecation 
of their movable assets and that "besides most of the institutions 
being small and not having sizable immovable assets for mortgage 
in faV'Our of the C_omm'ission, ...... the process of obtaining the 
~it1e deects from them was complicated and slow". 
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Further, 468 institutions, which owed Rs. 2.02 crores, were re-
ported to be defunct or under liq1}idation and accOl'ding to the 
Commission (August 1979), it might not be possible to recover these 
loans in full. Out of 468 defunct institutions, 113 (owing Rs. 1.37 
crores) were engaged in khadi and 355 (owing Rs. 0.65 crore) in 
villages industries. The Commission stated (December 1979) that 
these institutions were small and that priority was given for obtain-
ing equitable mortgages from larger institutions. However, legal 
action to recover the amounts was stated to have been initiated. 

2.5. Out of the loans received from the' Commission, the State' 
Boards, in turn, had been granting loans to-the institutions recog-
nised by them. According to the information supplied by 19 State 
Boards to the Commission, 13,458 institutions, from which ·-Rs. 8.42 
crores were due, were nO longer functioning in August 1979. 

2.6. The interest paid by the Co:rrimission. on loans receiven from 
Government was reimbursed by the latter in the form of interest 
subsidy. Such subsidy to the Commission durinll 1957-58 to 1978-79 
amounted to Rs. 86.06 crores. In addition to this, Government gave 
subsidy since 1977 on interest on loans raised b, the Commission 
from banks and financial institutions or loans raised by the State 
Boards ann institutions themselves with the approval of the Com-
mission for meeting their working capital requirements. Till 1978-
79, the loans so raised by the -Commission amounted to Rs. 8.78 
crores at rates of interest varying from 12 to 15 per cent per annum 
and those raised by the Boards and institutions were Rs. 6.43 crores 
at rates of interest varying from 12 to 16.5 per cent per annum. 
The amount of subsidy was restricted to the difference between thp 
actual rate of interest charged by the financing institutions and 4 
per cent per annum to be borne by the borrowers themselves. Total 
amount of subsidy so pain up to 1978-79 was Rs. 42.86 lakhs. 

2.7. Utilisation Cenijicates.-In respect of grants and loans dis· 
bursed to the State Boards and instttutions ul> to 1977-78, utilisation 
certificates for Rs. 50.68 crores were awaited (September 1979). 
Year-wise details are given in Annexure 'I'. cc r in~ to the Com· 
mission (January 1980), the position of outstanding utilisation certi. 
ficates was reviewed every month and cases were pursued with the 
State Boarns and institutions. The fact. however, remains that there> 
were outstanding utilisation certificates for Rs. 17 lakbs for the 
period even up to 1960-61 and Rs. 13.74 crores for 1961-62 to 1976-77 

Rupees 4.67 crores d'sallowed by the Commission, while scruti-
nising the utilisation certificates for grants and loans paid to the 
institutions, were yet to be recovered or regularised (September 
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1979); of this amount, Rs. 1.34 crores pertained to the period up to 
1961-62, Rs. 0.88 crore to 1962-63 to 1966-67, Rs. 1.61 crores to 1967-
68 to 1971-72 and Rs. 0.84 crore te 1972-73 to 1975-76. Similar infor-
mation with regard to grants and loans paid to State Boards was 
awaited from the i i ~ (November 1979). 

As per utilisation certificates furnished by the State Boards to 
the Commission, Rs. 15.32 crores (loans) and Rs. 3.51 crores (grants) 
were stated (from time to time) to have been refunded to the Com-
mission. , The Commission had not reconciled these amounts with the 
amounts actually received back by it from the State Boards from 
time to time. 

2.8. Pending recoveries.-As on 31st March 1979, proceedings for 
recovery of Commission's dues amounting to Rs. 433.18 lakhs were 
pending against 532 institutions\co.:.operative societies, as detailed 
below:-

-------------------

Co-operative Societies under liquidation 

Suits decreed 

Suits pending 

Decrees obtained on arbitration awards 

Awards pending with courts 

Cases referred to revenue authorities for rec:ovCry of CoJDJDissjon's 
dues as arrean of land revenue .  .  •  •  . 

Cases in the process of being referred to revenue authorities. • 

Dispute applications pending with the Registrar of CAHlperative S0-
cieties in Madhya Pradesh .  .  •  •  •  .  • 

Total 

~unnber )Unount 
of cases (In Iakhs 

of rupees) 

159 22.36 

12 I· 32 

2 o· III 

14- 25· II 

15 II' 71 

272 157'79 

54 214-'84 

4- 0'43 

532 4-33' 13 

-----------

A f~  instances, where adequate action had not been taken by 
the Commission to effect recoveries, are mentioned below:-

(i) In respect -6f'Rs. 15.77 lakhs due for recovery on account 
of loans and unspent grants from institUt:on "A' in Uttar 
Pradesh (U.P.), the Commission issued a notice in Sep-
tember 1974 for recovery. The institution failed to pay the 
amount. However, it executed an equitable mortgage 
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(August 1975) of its property in favour of the Comrilission 
to the extent of Rs. 7.08 lakhs. Ln December 1976, as per 
the prescribed procedure the Commission referred the 
ease to the Collector, Bombay for '1'ecovery of the amount 
as arrears of land revenue by issue of recovery notice 
through the concerned Collector in U.P. In June 
1977, on the request of the institution, the Commission 
decided to stay the revenue proceedings, pending a review 
of the institution's performance ~i -a-vi  its financial posi-
tion ,in April 1978. The Commission stated (January 1980) 
that out of Rs. 15.77lakhs due from the iilstitut.ion, a sum 
of Rs. 0.52 lakh had since been recovered and that the 
institution had agreed to t~an fer its land and buildings 
to the CommisSion. \ 

(ii) An amount of Rs. 11.21 lakhs towards repayment of loans 
and refund of unspent amounts of grants paid by the Com-
mission from time to-time was outstanding (AprU 1973) 
against institution cB' in U.P. A notice was issued in 
April 1973 to the institution to pay the amount withfu a 
period of 30 days, failing which proceedings to 'l'e:!over 
the amouht as arrears Of land revenue would be initIated. 
In 1977-78, the Commission decided to allow the institution 
to revive its act;vities and also gave further assistance of 
Rs. 0.75 lakh. After adjusting (in July 1973 and April 
1976) certain dues of the institution, the net amount re-
coverable from it in December 1979 was Rs. 10.81 lakhs. 
The Comm.iss;on's dues were secured by a mortgage deed 
(executed. by the institution in June 1975) to the extent 
of Rs. 8.50 lakhs only. 

(iii) Rupees 4.941akhs were outstanding (February 1977) with 
institution 'C' in U.P. on account of non-repayment of 
loans and nOll-refund of unspent balances Of grants paid 
by the Commission from time to time. A notice was issued 
in February 1977 to the institution for payment of the dues 
within a period of 30' days, failing which action to recover-
them as arrears of land revenue would be init:ated. The 
institution paid Rs. 0.10 lakh and also deposited with the 
Commission ill July 1979 the title deeds of 'ts immovable 
property valued at Rs. 1.91 lakhs with a view to creating 
an equitable mortgage to se::ure the Commission's ue~. 

The recovery of Rs. 4.84 lakhs was still outstanding 
aga 'nst the institution (December 1979). 
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(iv) Institution 'D' in West Bengal, which had failed to pay 
the Commission's dues amounting to Rs. 6.11 lakhs (paid 
to it prior to 1960), came under liquidation in October 
1962. The Commission recovered B.s. 2.40 lakhs during 
1967-68 to 1972-73, leaving a balance of Rs. 3.71lakhs which 
was still ou1Btanding (Decelllber 1979). 

(v) Rupees 3.13 lakhs were outstanding (December 1970) with 
inst·tution 'E' in Rajasthan on account of non-repayment 
of loans and non-refund of unspent balance of grants paid 
by the Commission from time to time. The institution 
created an equitable mortgage of Its property (valued: 
Rs. 2 lakhs) in favour of the Comm'ssion in August 1966. 
A reference was made to the revenue authorities in Decem· 
ber 1970 for recovery of Commission's dues. The revenue 
authorities could, however, recover only Rs. 0.13 lakh 
leaving a balance of Rs. 3.00 lakhs which was still out-
standing against the institution (De·cember 1979). 

3. Over-payments aggregating Rs. 32.10 lakhs, pointed out in 
internal audit of the claims of rebates and subsidIes of the institu-
tions from t'me to time, remamed to be recovered as on 31st March 
1979; out of this amount,Rs. 9.791akhs pertained to the period up 
to 1966-67, Rs. 14.47 lakhs to 1967-68 to 1971-72, Rs. 7.60 lakhs to 
1972-73 to 1976-77 and Rs. 0.24 1'8kh to 1977-78 to 1 7~7  .. 

The CommisSIon stated (January 1980) that the State ~ect l'8 of 
the Commission had already been instructed to recover the amounts 
which were finally found to be due from the iilstitutions. 

4. Development of khadi-In its 93rd Report, the Public Accoun1& 
Committee (Fifth" LokSabha: 1972-73) had expressed disappointment 
and dissatisfaction on the performance of the i~ i n. The 
Commission's performance as seen in a further review in audit con-
ducted in September 1979 is give? in the succeeding paragraphs, 

4.1 The Commission had given (1953-54 to 1978-79) financial 
assistance totalling Rs. 356.25 crores (Rs. 158.96 crores as grants and 
Rs. 197.29 crores as loans to various State Boards, institutions, etc. for 
implementing the khadi programmes. Nearly Rs. 308.91 erores (about 
87 per cent Of the total assistance) were paid to the implementing 
agencies in 9 States alone, viz. Uttar Eradesh (20 per ceutl., Bihar' 
(13 per cent), Tamil Nadu (13 per cent), Rajasthan (9 per cent), 
Punjab (9 per cent), Gu;arat (7 per cent), Andhra Pradesh (6 per 
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cent), Maharashtra (6 per cent) and Kamataka (4 per ~t . The 
disbursements in the -remaining 12 states and Union Territories 
amounted to Rs. 47.34 crores only. 

The annual level of production of khadi attained in 1978-79 was 
715.05 lakh square metres of cloth. About 637.65 lakh square metres 
(89 per cent of the total production) were accounted for by the 9 
States mentioned above and the balance 77.40 lakh square metres by 
the remaining 12 States and Union Territories. This imbalance in 
the development of khadi among different States had also been 
brought out earlier in the reports of Khadi Evaluation Committee 
(1960), Estimates Committee (1961-62) ancJ,- Ashoka Mehta Com-
mittee (1966). However, not much progress seemed_to have been 
made in this behalf inasmuch 80S out of 1,227 implementing agencies 
functioning in the country in 1978-79, 924 were operating in the 
aforesaid 9 States. The remaining 12 States and Union Territories 
together had only 303 agencies. In Nagaland, no implementing 
agency had been set up ti111978-79. The Commission stated (Decem-
ber 1979) that noticing this lopsided development some special pro-
grammes had been sponsored in recent years in some uncovered 
areas. 

4.2 Progress.-The following table indicates the progress of khadi 
development in terms of production and employment, during . the 
succesSive Plan periods under the All India Khadi and Village Indus-
tries Board up to March 1957 and thereafter the Commission. 

------------------------
Annual level attRined 
at the end of 

Production 

Q)1antity Value 
(in lakh (In crores 
square 
metres) 

of rupees) 

----------------
Fint Plan (1955-56) , 

239°90 5°54 

Second Plan (1960-61) 537°65 14' 23 

Third Plan (1965-66) 148° 54 26081 

Annual Plan (1g68-6g) 600· 19 23°38 

Fourth Plan (1973-74) 557° 19 '~ 

Fifth Plan (Up to 1977-78) ~01  Ei4'8g 

(Up to 1978-79) 715'05 -,6'54 

-----_.--. -----.--------

Employment 
(In lakhs of persons) 

Full time Part time Total 

-----.--------
0061 5'g6 6°57 

2°06 15°08 17° 14 

'°82 17'13 18'95 

1° 32 12°03 13°35 

I' 07 7°" 8,84-

2'39 6083 9'22 

2'43 7'91 100M 
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(i) It would be seen from the above table that the production 
of khadi went up to a peak level of 848.54 lakh square 
metres of cloth in 1~ , but there was a sharp decline 
in production to 557.19 lakh square metres in 1973--74, 
In 1978-79, however, it rose to 715.05 lakh square metres, 
but was still lower than that achieved in 19650-66. To 
arrest the decline in productIon, the Commission intro-
duced new model charkhas of which 3 lakh uni1s were 
to be introduced by 1973--74. However, only 1.15 la1m new 
model charkhas were actually introduced up to 1978-79 at 
a cost of Rs. 8.01 crores. In addition, the industry was al-
ready having 0.87 lakh traditional and 3.78 lakh amber 
charkhas distributed by. the CommiS>3ion during 1953-54 to 
1962-63. Information about the extent of utilisation of 
these chai-khas was not available with the Commission, 
but according to a study by the Indian Institute of Man-
agement, Ahmedabad (April 1976) ,  " .......... charkhas 
and looms in the khadi sector were utilised at levels not 
higher than 30 per cent". The Commission stated ( ece ~ 

ber 1979) that due to steep rise in cost, it became necessary 
to contain production in ''less eftlcient and less remunera-
tive traditional charkhas" and to switch over to the im .. 
proved models of charkhas and that the switch-over had, 
necessarily to be gradual. 

(il) Mter having reached the highest level of employment oil 
18.95 lakh persons in 1965-66, there was a steep fall to 
8.84 lakh persons in 1973-74. According to the targets 
fixed for the Fifth Plan, it was proposed to increase em-
ployment to 10.23 lakh persons by 1977-78, against which 
persons actually employed in 1977-78 were 9.22 lakhs only. 
In 1978-79, against the target of 11.28 lakhs, the aetua! 
employment W89 10.34 lakhs only. 

5. Village Industries.-During 1953-54 to 1978-79, the Commission 
-disbursed Rs. 153.60 crores (Rs. 42.33 crc;>res as grants and Rs. 111.27 
crores as loans) to the State Boards, registered institutions, co-
operative societies and indiv:duals for assisting 21 industries in the 
various States. The following table shows the performance under 
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village industries in regard to production and employment during: 
various Plan periods. 

------------------
Annual level attained 
at" the end of 

Production Employment 
(In lakhs of person c) " 

(In crores 
of rupees) Full time Part time Total" 

-"--------------

First Plan (1955-56) 10'93 o-oS 2"gS 3-06 

Second Plan (1g60-61) 33-16 o-n- 6,oS 6·81 --Third Plan (lgS5-66) 55-87 0-81 7-gS 8-77 

Annual Plan (1g68-69) 75-12 0-79 6-93 7-72 

Fourth Plan (1973-74) 122'40 1-31 7-gS 9-1l7 

Fifth Plan (Up to 1977-78) 192'54 3' 15 11-79 1 -~ 

(Up to 1978-79) 242"97 5'04- 9'92 14"g6 

~ 

As against the total investment of Rs. 153.60 crores, the level 
of production in 1978-79 was Rs. 242.97 crores. Like khad;, abou' 
90 per cent of the total production was accounted for by 11 States 
alone, viz. Uttar Pradesh (18 peT lCent), Tamil Nadu (17 peT cent), 
Maharashtra (14 per cent), K'amataka (7 per cent), Bihar (6 per 
cent), Rajasthan (5 per cent), ~ana (4 peT cent) ; Punjab 
(4 per cent), Kerala (5 per cent), Andhra Pradesh (5 per cent) and 
Gujarat (5 per l ~t . The production in the rem'aining States rang-
ed from less than 1 per cent to 3 per cent. 

5.1 Level of production-al!d employment of persons in respect of 
two major village industries, viz. Ghani oU and hand made paper are 
indicated in Annexure n. Some of the main points not'ced in test-
check in audit are given below:-

(i) Ghani aU: During 1953-54 to 1978-79, the Commission dis-
bursed Rs. 31.69 crores (Rs. 4.46 crores as grants and 
Ra. 27.23 crores as loans) to the State Boards, co-operatin 
societies and registered institutions for development of 
ghani 0\1 industry using bullock driven, manually operated 
or power gha.niB; this accounted for 21 per cent of the totaJ 
assistance given by the Commission for development of 31 
industries within its purview. Up to 1978-79 the Commis-
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sion had assiSted operation of 23,094 improved. and 7,14.4 
power ghanis in various States. 

It would be seen from Annexure II; that fhe production of oil 

and oilcakes had decreased from 5.87 lakh quintals and 
8.44 lakh quintals in 1960-61 to 5·06 lakh quintals and 5.99" 
lakh quintals in 1978-79 respectively even though 7,14t1 
power ghanis (involving a loan of Rs. 3.35 crores a r i~ 

mately to the implementing agencies) were introduced 
during 1971-72 to 1978-79. The decline in productiOn was 
attributed (December 1979) by the Commission mainly W-
non-utilisation of the ghanis to full capac·ty, under-utili-
sation being 25 to 30 per cent. 

As against 4,498 co-operative societies and 783 registered i'n ti~ 

tutions assisted, only 1,489 co-operative societies and 212 
reg'stered fnstitutions reported about their functioning at 
the end of 197s...79. As on 31st March 1977, the Commis-
sion's funds amounting to Rs. 176.32 Iakhs were locked up 
with the defunct unit. Legal action was, however, stated 
to have been initiated for recovery of Rs. 80.99 lakhs up to 
February 1978. The level of employment decreased from 
0.51 lakh persons (1960-61) to 0.41 lakh pel'Sons (1978-79). 

While revfew:ng the working of this industry, the Commission 
in its 253rd meeting held on 27th February, 19'78, observed 
that "this programme had to face innumerable difficulties-
due to paucity of working funda and r"sks involved because 
of the highly monopolised character of the trade in oil-
seeds ........ J'. 

(ti) Hand made paper: During 1953-54 to 1978-79, the Com-
mission d'sbursed Rs. 4.41 crores (Rs. 1.28 crores as 
grants and Rs. 3.13 crores as loans) to the State Boards 
for the manufacture of hand made paper by utilising 
locally available raw material like rags, tailors' cuttings, 
grass, etc. The total installed capac"ty In 1977-78 w. 
10,000 tonnes per annum on two shift basis. Against this 
the maximum production was 4,370 tonnes in 1977-78 
The reasons for under-utilisation of the capacity wen. 
stated (April 1978) to be (a) defect·ve machines and 
equipment and their improper handling, (b) general 
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'power shortage and frequent power break-downs, (c) 
price rise of raw material and chemicals, (d) lack of 
technical personnel, trained and efficient managers and 
(e) inadequate financ:al resources with the units in some 
cases. These reasons are not convincing as even in· earlier 
years the production ranged from 3071 tonnes (1970-71) 
to 4195 tonnes (1976-77). 

Further, out of 348 units 'assisted by the Commission during 
five Plans, only 230 were reported to be functioning at the end of 
1978-79, 23 un~t  being under erection and the remaining 95 units 
having become defunct. 

The quantum of investment upto and the level of production 
in 1978-79 in various States showed that there was no correlation 
between the quantum.. of assistance provided' by the Commission 
and the performance in terms of production and employment. A 
few instances are given in the table below:-

State 

Maharashtra 

~arat 

Uttar Pradesh 

TamilNadu 

------------------

Invest- Level of 
ment upto produc-
1978-79 tion in 

1978-79 

(In lakhs of rupees) 

72.34 66·34 

52·77 19.04 

46·04 30.66 

34,.60 30.72 

Produc-
tivity per 
rupee of 
invest-
ment 

0.91 

0.36 

0.67 

0.8g 

Number 
of person 
employed 
in 1978-79 

1,007 

323 

656 

gol 

-----

6. Gobar (methane) gas-For installing gobar gas plants, sub.-

-sidies and loans disbursed by the Commission during 1961-62 to 

1978-79 amounted to Rs. 49Q;(}3lakhs and Rs. 199.28Iakhs respectively 

(total Rs. 689.31 lakhs). Loans by the banks during 1974-75 and 

1975-76 amounted to Rs. 501.86 lakhs. 

During the period of 12 years from 1961-62 to 1973-74, only 0.07 

lakh plants were Installed in the country. In, view of the oil crisis 

and relatively show rate of growth of rural electrifi~ati n, Gov-
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,ernment approved in 197& a comprehensive programme envisaging 
installation of one lakh plants in the country during 1974-75 to 
1978-79. However,_ as against this target, 0.69 lakh plants were in-
stalled up to 1978-79. 

~ r ing to the Commission (March 1979), "there are 5,70,000 
villages in India. Even assuming that, on an average, 5 gas plants 
can be constructed in each _ village, there is possibility of construct-
ing· 28.5 lakh gas plants., As against this, 0.60 lakh gas plants have 
been installed, which represents 2.14 per cent of the total potentia-
lity". Considering the immense prospects of th;s industry, the pro-
gress SO far made in setting up the gas plants was very slow. 

Apart from problems of high cost of installation of gobar gas 
plants and availability of sufficient dung, the lliow progress was 
;stated by the Reserve Bank of Ind!a (1976) to be due to: 

lack of awareness about the programme by certam 
agencies in some State Boards, financing banks and State 
Governments and deficiency in follow-up services; 

non-availability of technical help and guidance at di1ferent 
stages of, construction and operation of the plants; 

occasional short supply of material and componenis 
needed for construction of the plants, delay in sanction 
and disbursement Of loans; and 

above all, lack of co-ordination among the concerned 
agencies. 

It was seen in audit that although 0.69 lakh gas plants had 
been installed up to March 1979, the persons trained by the Com-
mission under the gobar gas scheme were only 1130. No informa-
tion was aV'ailab1e (December 1979) as to whether there was any 
coordination with the rural development and block staff. 

7. Tra i~g activities.-A summary of the balance sheets as on. 
31st Mart:h 1969, 1974 and 1979 is given below: 
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BALANCE SHEET AS AT 31ST MARCH-

Fixed assets 

Sundry debtOJ'l 

Stock deficits 

Thefts and losses 

Closing Itock 

Cash balance 

Other asletl 

Capital 

Khadi 

1969 1974 1979 

10.76'16·59 47.08 

267.39 381.33 8g6.23 

4.07 12.4-3 13.63 

0·35 1.27 1.53 

234.71 234.13 686.76 

72.68 156.08 314.27 

183.68 155.20 443·34 

Village Industries 

1969 

5·99 

0.11 

24.12 

1974 

9.68 

69·82 

0·97 

0.18 

68.,0 

1.17 

0.21 

37.02 110. 68" 

46.18 87· 30 

24.03 142.68 

58·99 137·55 261·94 

Cumulative profit (+)1 
1011 (-) •  • -42.84  -57.37 -26.08 -0.33 +0.63 +21.21 

Net capital 548.45 638.g6 1330.16 58.66 138.18 283.15 

Sundry aeditors go.66 172.g6 676·26 20.06 27.84 51. 35 

Other liabilities and 
provisions 4·97 21.86 

Netprofit(+)/I0l8(-) 1968-6g 1973-74 1978-79 1968-6g  1973-74 1 78-7~ 
-7.70 -15·77 +10.31 -0·32 +1.39 +8.22 

7.1. Under khadi, on capital of Rs. 591.29 lakhs 'aDd Rs. 696.33 
lakhs invested in 1968-69 and 1973-74 respectively, there were losses" 
of Rs. 7.70 lakhs (1.30 per cent) and Rs. 15.77 lakhs (2.26 per cent)," 
respectively; on capital of Rs. 1,356.24 lakhs invested in 1978-79, 
there was profit of Rs. 10.31 lakhs (0.76 peT cent) only. Under 
village industries· also, on capital of Rs. 58.99 lakhs invested in 
1968-69, there was loss of Rs. 0.32 lakh (0.54 peT cent); on capital of 
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'Rs. 137.55lakhs and Rs. 261.94 lakhs invested in 1973-74 and 1978-79, 
there was pMftt of Rs. 1.39 lakhs (1.01 per !Cent) and Rs. 8.22 lakbs 
(3.14,per cent) respectively. 

Cumulatively, as in March 1979, there was a net loss of Rs. 26.08 
lakhs Pll khadi and a net profit of Rs. 21.21 lakhs on village indus-
tries. 

7.2. a i~al v.;ith closed/transferred trading unit.-As on 31st 
March 1979, there were about 30 trading units (total capital invest-
ment as on 31st March 1979 : Rs. 47.00 lakhs), which had either been 
closed down or transferred to various private institutions, but the 
accounts of which had not been finalised by the i i~n. Sub-
-stantial capital investment by the Commission outstanding against 
some of these trading units (March 1979) is shown below:-

Name of the unitg 

Director of Trading .o\ctivities, Calcutta 

£'rading Operation;;, Kakinada . 

I 
. Canuanore Scheme. .  . 

~i Gramodyog Dhawan, Dangalore. 
~ , 

Handmade Pape.-, Dehradun 
~ . 
Khadi Production Centre, Rampur (&sam) 

Processing of Cereals &: Pulses Industry, Sonepur 

N. A. - Not aVaj1able.\ 

"8. Exhibitions: \ 

Date of cl ure tra~ Capital 
fer invest-

October 1962 .. 

March 1967 

March 1968 

October 1969 

January 1974 

May 1974 

N.A. 

\ 

ment (In 
lalths of 
rupees) 

-----
12.&.2 

14.00 

1.60 

2·33 

1.23 

5.01 

5.81 

During 1957-58 to 1978-79, the Commission paid grants totalling 
Rs. 274.Mlakhs for organising exhibitions, but it bad no consolidated 
record indicating the number of exhibitions actually held from time 
to time, accounts and !'eports  received in respect' of the exhibitions 
and'the unspent balances, if any, refunded or to be refunded to the 
Commission. A test-check in audit (September 1979) of individual 
:files dealing with about 100 exhibit',ons disclosed the following 
,points:-

Although one of the conditions of grants  was that the 
reports of the exhibitions should be sent within one month 
of the holdfug of the exh 'bition, followed by audited 
statements of accounts within six months, no reports 

". 
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and accounts had been received in respect of 45 exhibitioD9 
(total grant paid : Rs.29.13lakhs). Of these, grants of· 
Rs. 15.75 lakhs for organising 25 exhibitions were re-
leased prior to 1968-69. 

During 1971-72 to 1973-74, grants totalling Rs. 8.69 la1,dls 
were released by the Commission to five State Board'S, 
despite the fact that these State Boards had not rendered 
any accounts for grants amounting to Rs. 15.14 lakhs 
released to them during 1956-57 to 1967-70. 

In 4 cases, the State Boards had neither rendered the-
accounts nor refunded the unspent balance to the Com-
mission so far (December 1979) in respect of the grants 
amounting to ~. 1.69 lakhs paid to them during 1958-59-
to 1972-73. Of this, Rs. 1.43 lakhs related to exhibitions: 
held prior to 1969-70. 

An institution, which-:part;ci'pated in one of the exhibitions 
organised by the Commission itself (on a site belonging 
to the Ministry of Education) during July 1969 to October 
1970, was paid a loan Of Rs. 6.86 lakhs. It incurred a 
trading loss of Rs. 1.65 lakhs. It had constructed, at a 
cost of Rs. 2.82 lakhs, a sale pavil ;.on, residential quarters. 
canteen, etc. at the exhibition site. On the conclusion 
of the exhibition, the institution transferred these assets 
to the Ministry of Education without the prior permission 
of the Commission. At the request of the institution, the 
Commission converted into grant of loan to the extent of 
Rs. 2.23 lakha (Rs. 0.82 lakh in January 1976 and Rs. 1.41 
lakhs in Novembt!r 1977) representing 50 peT cent of the 
trading loss Of Rs. 1.65 lakhs and constructionf"ost of 
Rs. 2.82 lakh'S. After adjusting this grant of Rs. 2.23 lakhs 
and part repayment of the loan of Rs. 2.34 lakhs by· the 
institution, the amount still recoverable from the' ins-
titution was Rs. 2.29 lakhs. This amount had not been 
recovered so far (September 1979). 

9. Summing up.-The following are the main points that 
emerge:-

From 1957-58 to 1978-79, Government gave loans of 
Rs. 369.22 crores and grants of Rs. 323.23 crores to the 
Commission whicb., in turn, disbursed loans of Rs. 297.92 
crores and grants of Rs. 192.95 crores to the State Boards 
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and institutions; out of Rs. 297.92 crores of loans, Rs. 188.96 
crores were given for development of khadi and Rs. 108.96 
crores for village industries; similarly, out of Rs. 1 .~ 

crores of grants, Rs· 152.71 crores were for development 
of khadi and Rs. 40.24 crores for village "industries. 

Out Of REI. 170.83 crores of loans outstanding as on 31st 
March 1979 against the State Boards and institutions, the 
Commission had received confirmation of Rs· 66.88 crores 
till September 1979. 

- - The Commission had no machinery of its own to as-
certain details of the loans which had become overdue 
for recovery from the state Boards; according to state-
ments submitted by the Boards, Rs. 9.14 crores were over-
due in September 1979. 

The overdue loans, recoverable from the institution to 
which loans were given by the Commission, amounted to 
Rs. 4.70 crores in September 1979. 

Information about interest recoverable on overdue loans 
could not be ascertained from the Commission's records. 

Against loans of Rs. 89.14 crores outstanding against 23 
State Boards as on 31st March 1979, guarantees of the 
State Governments were !'eceived only for Rs. 68.35 crores 

j leaving the balance of Rs. 20.79 crores uncovered. 

\ 

No mortgage deeds had been obtained (September 1979) 
from 1,132 institutions against which loans aggregating 
Rs. 33.57 crores were outstanding (March 1978). 

468 institutions, which owed Rs. 2.02 crores of loans, were 
reported to be defunct or under liquidation and according 
to the Commission (August 1979), it might not be possible 
to recover these loans !n full. 

According to the information given by the State Boards 
to the Commission, 13,458 institutions, from which 
Rs. 8.42 crores were due, were no longer functioning in 
August 1979. . 

Interest subsidy paid b'y Government to the Commission. 
during 1957-58 to 1978-79 amounted to Rs. 86.00 crores. 
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Utilisation certificates for Rs. 50.68 crores in respect of 
grants and loans disbursed to the State Boards and insti-
tutions up to 1977-78 were awaited by the CommiSsion 
(September 1979); of this, Rs. 17 lakh5 pertained to the 
period up to 1960-61. 

As on 31st March 1979, proceedings for recovery of 
Commission's dues amounting to Rs. 4.33 crore.; were 
pending against 532 institutions. 

Overpayments aggregating Rs. -32.10 lakh3 pointed out 
in internal audit of claims of rebates and subsidies of 
institutions were outstanding a'3 on 31st March 1979; of 
this, Rs· 9.791akhs pertained to the period up to 1966-67. 

Out of loans and grants aggregating Rs. 356.25 crores paid 
during 1953-54 to 1978-79 to the State Boards and insti-
tutions for development of kh'adi, Rs. 308.91 crores (87 per 
cent) were paid to the agencies in 9 States. 

The r uct~ n of khadi declined from 848.54 lakhs 
-square metres of eloth in 1965-66 to 557.19 lakh square 
metres in 1973-74 and 715.05 lakh square metres in 1978-79. 
Similarly, the employment in khadi declined from 18.9& 
lakh persons in 1965-66 to 9.22 lakh persons in 1977-781 
In 1978-79, against the target of 11.28 lakhs, the actual 
employment was 10.34 lakhs only. 

During 1953-54 to 1978-79, the Commi93:on disbursed 
Rs. 31.69 crores to the State Boards and other institutions 
for development of ghani oil industry. -The production of 
oil and oi1cakes had decreased from 5.87 lakh ·qtIi1\tals and 
8.44 lakh quintals in 1960-61 to 5.06 1'8kh quintats and 
5·99 la~ quintals in 1978-79 respectively even though 
7,144 power ghanis involving loan of Rs. 3.35 crores 
approximately were introduced during 1971-72 to 1978-79. 

During 1957-58 to 1978-79, Rs. 2.74 crores were ~t for 
organisation Of exh;bitions, but no conosolidated record 
of evaluation, accounts, reports, etc. is kept by the 
Commission. 
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ANNEXURE I 

(Para 2.7, page 184) 

Year-wise break-lip-of utilisation certificates still awaited. 

Year 

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

Upto 

1960-61 

1961-6:1 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-6g 

1969-70 

197()oo71 

1971-72 

1972-73 

1973-74-

1974-75 

1975-76 

1976-77 

1977-78 

Institu-
tiona 

---------

0.03 

0.02 

0.04 

0.01 

0.01 

0.01 

0.06 

0.04 

0.06 

0.03 

0.08 

0.02 

0·03 
0.03 

0.11 

0·42 

1.00 

State Total 
Boards 

(In cr re~ of rupees) 

-------

0.14 0.17 

0.15 0.15 

0.10 0.12 

0.23  0.27 

0.25 0.26 

0.38 0·39 

0.41 0.42 

0.40 0.46 

0·33 0·37 

0.36 0·42 

0.30 0·33 

0·57 0.65 

0·70 0.72 

0·48 0.51 

0·99 1.02 

2.28 2·39 

4.84 5.26 

36.77. 

12.91 50.68 

.BI·eak-up b~t een imtitutions and the State Boards was not available. 
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ANNEXURE II 

(Para 5.1, page 191) 

Statement showing level of production and employment at the 
end of various Plan periods. 
---------- ____________ • __ -_-_0 __ ----_· __ 0 ____ 

Village industry First Second Third Annual Fourth Fifth Plan 
plan plan plan plan plan (upto (up to 
(1955- (lgOO- (1g65- (1g68- (1973- 1977- 1978-
56) 61) 66) 69) 74) 7M) 79)_ 

.-----------------------------------------------. ---_ .. - 1-._ 

J, Glumi oil 

(a) Assistance paid during 
the plan period (In lakhs 
of rupees) 

Loan 19·47 374·99 650.16 sBo·35 594·lI9 517.47 186.07 
Grant 11.53 157.51 165.65 39.56 31.90 lI8·77 11.54 

(b) Production (In lakhs of 
quintals at end of plan 
period) 

(i) Oil • N.A. 5.87 5.01 3.84 3·lI3 3·35 5.06 
(ii) Oil cakes N.A. -8.44- ~· 0 5·34 5.31 4.86 5·99 

14.31 ilL 31 9.18 8·54 8.lIl 11.05 

(e) Employment (In laths of 
persons at end of plan 
period) 

(i) Full time N.A. 0·34 O.lIli 0.lI3 0.23 0.19 O.lIli 
(ii) Part time N.A. 0.17 O.llI 0.11 0.10 0.15 0.19 

0.51 0.34- 0.34- 0·33 0.34- 0.41 

11. HtmrlmaJe pofJer 

(a) A,sistance paid during 
the plan period (In 
lakhs of rupees) 

Loan 6-5l1 55.00 71.35 31.46 30.49 94·79 lI3·44-
Grant 5·8l1 46·79 40.91 9·lI8 9·8l1 13.07 lI·37 

(b) Production (in lakha of 
quintals at end on of 
plan period) 0.07  0.13 O.lIC 0.lI8 0·33 0·43 0·56 

(e) Employment (in persons 
at end of plan period) 

(i) Full time lI.347 4,llI7 3.773 3,091 3,382 3,770 4,191 
(ii) Part time 1,840 gal 610 740 766 850 

2,347 5,g67 4,7M 4,511 4,llIli 4,536 5.041 

-------
N.A.-Not availabl". 
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PART II 

MINUTES OF THE SITTING OF THE PUBLIC ACCOUNTS 
COMMITTEE (1980-81) HELD ON 25 APRIL, 1981 (AN) 

The Committee sat from 15.00 'hours to 16.00 hours in Committee 
Room No. 50 Parliament House, New Delhi. 

PRESENT 
CHAIRMAN 

1. Shri Chandrajit Yadav 

MEMBERS 

2. Shn Satish Prasad Singh 
3. Shri Subhash Chandra Bose Allut"i 
4. Shri K. P. Singh Deo 
5. Shri Hari Krishna Shastri -
6. Shri Indradeep Sinha 
7. Smt. Maimoona Sultan 

REPRESENTATIVES OF AUDIT 

1. Shri G. B. Singh-A.D.A.I. 
2. Shri M7-S:-Sarna-Directicn" of Audit, CW&M 
3. Shri M. L. Malhotra-Jt. Ditrector (Reports) 
4. Shri N. Sivasubramaniam-.Toi.nt Director (RA) 

SECRETARIAT 

1. Shri H.G. Paranjpe-Joint Sec'retary 
2. Shri D. C. Pande-Chief Financial Committee Officer 
3. Shri K. C. Rastogi-Senior Financial Committee Ofjicer 
4. Shri Ram Kishore-Senior Legislative Committee OjJicer 

(PAC) 

The Committee considered and adoptee{ the following draft re-
ports of the Public Accounts Committee (Seventh Lok Sabha):-

(i) • • • • 
110 
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(H) • • • 
(til) Draft 52nd Report on para S4 of the Advance Report of 

the Comptroller and Auditor-General of India for the 
year 1978-79, UnionGovemment (Civil), on Khadi and 
Village Industries Commission subject to modi1lcatiODS/ 
amendments of minor nature arising out of factual veri-
flcation by Audit or otherwise. 

2'Jae CommiUee then crd;oumecJ. 


	001
	003
	005
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090
	091
	092
	093
	094
	095
	096
	097
	098
	099
	100
	101
	102
	103
	104
	105
	106
	107
	108
	109
	110
	111
	112
	113
	114
	115
	116
	117
	118
	119



