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1.1

1.1.2

1.1.3

OVERVIEW

BACKGROUND

Most people living in the rural areas of the country draw their
livelihood from agriculture and allied sectors. Accordingly, the
strategy of the Government has been to improve the economic
and social conditions of the underprivileged sections of the rural
population with emphasis on agricultural production and also
the non-farm sector to promote productive employment
opportunities, by integrating traditional production infrastructure,
skills and locally available raw material.

The rural non-farm sector in India has been growing in
aggregate size and increasingly contributing to rural income
generation. The growing pace of international trade and
globalisation presents both opportunities and challenges for the
Indian economy, including the small enterprises sector, which
consists of small scale, agro & rural industries and service/
business entities.

Recognising that long-term development of Indian economy
depends critically on the effective exploitation of the productive
potential of the rural non-farm sector and development of village
industries, the Ministry of Agro and Rural Industries (ARI)
was set up in September, 2001. This was done with the
objectives of facilitating co-ordinated and focused policy
formulation and effective implementation of programmes,
projects, schemes, etc., for improving supply chain
management, enhancing skills, upgrading technology,
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1.3.2

expanding markets and capacity building of the entrepreneurs/
artisans and their groups/collectives.

ORGANISATION OF THE MINISTRY

The Ministry administers the khadi, village and coir industries
through the Khadi and Village Industries Commission (KVIC)
and the Coir Board respectively and coordinates implementation
of two credit-linked capital subsidy based countrywide
employment generation programmes, namely, the Rural
Employment Generation Programme (REGP) through Khadi
and Village Industries Commission (KVIC) and the Prime
Minister’s Rozgar Yojana (PMRY) in coordination with the State
Governments, Reserve Bank of India (RBI) and other banks.
The Ministry also launched a new cluster development scheme
namely “Scheme of Fund of Regeneration Traditional Industries
(SFURTI) which is implemented through KVIC and Coir Board.

KHADI AND VILLAGE INDUSTRIES
COMMISSION

The Khadi & Village Industries Commission (KVIC), established
by an Act of Parliament is a statutory organisation engaged in
promoting and developing khadi and village industries for
providing employment opportunities in the rural areas, thereby
strengthening the rural economy. The KVIC has been identified
as one of the major organisations in the decentralised sector
for generating sustainable rural non-farm employment
opportunities at low per capita investment. It undertakes
activities like skill improvement, transfer of technology, research
& development, marketing, etc., in the process of generating
employment/self-employment opportunities in the rural areas.

KVIC has taken a number of steps for effectively implementing
its schemes/programmes. These include categorisation of khadi
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institutions, improved raw material management by optimising
production of slivers/rovings in its Central Sliver Plants (CSPs),
introduction of product development intervention scheme for
guality and design improvement of khadi and village industry
products and improved packaging, fostering backward-forward
linkages for successful implementation of REGP, increased
marketing promotion efforts, enlarging the training network,
introducing better quality standards for village industries (VI)
products, etc.

Besides, based on the recommendations of the Expert
Committee constituted for revamping of KVIC, important
amendments have been made in the Khadi and Village
Industries Commission Act, 1956, to make khadi and village
industry products competitive in the globalised economy while
continuing to generate non-farm employment opportunities in
the rural areas. The amendments in the Act include the
enhancement of specified population limit for small towns, fixed
capital investment per artisan, increasing the number of non-
official expert members, constitution of zonal committees,
confering voting rights upon the ex-officio members, specific
provisions for clear demarcation of functions and powers among
the Commission, Chairperson, Chief Executive Officer and the
Financial Adviser of the Commission, etc.

The khadi and village industries sector makes a significant
contribution to the Indian economy. As per the data available, KVIC
was able to sustain and help generate a total of 82.77 lakh
employment opportunities up to 2005-06 compared to the
preceding year'’s level of 76.78 lakh, registering a growth of 7.80
per cent. In village industries, employment increased significantly
by 8.73 per cent while in khadi, the increase was marginal.

During 2005-06, khadi cloth worth Rs.468.30 crore was
produced, generating employment for 8.68 lakh persons. In the
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VI sector, the achievement during 2005-06 in respect of
production and cumulative employment was Rs.11915.54 crore
and 74.09 lakh persons respectively. The performance of the
KVI during the X Plan is as under:

(Value - Rs. crore)
(Employment - lakh persons)

Year Production Employment

Khadi VI Total Khadi VI Total

Value Value Value

Rs. Rs. Rs.

2002-03 443.07 8126.30 | 8569.37 8.58 57.87 66.45
2003-04 451.93 9228.27 | 9680.20 8.61 62.57 71.18
2004-05 461.54 | 10458.89 | 10920.43 8.64 68.14 76.78
2005-06 468.30 | 11915.54 | 12383.84 8.68 74.09 82.77
2006-07* 485.18 | 14264.82 | 14750.00 8.80 79.99 88.59
*Targets

1.3.6 During 2006-07, the khadi sector recorded production of Rs.
339.50 crore and provided cumulative employment to 8.77 lakh
persons, up to December 2006. Similarly, the VI sector recorded
production of Rs. 9985.50 crore and cumulative employment
reached the level of 76.45 lakh persons in 2006-07 (up to
Annual Report
2006-07 December 2006).

Inauguration of the pavilion of Khadi at [ITF, 2006 by Shri Mahabir Prasad,
Honble Union Minister of SSI&ARI. On his left is Ms. Kumud Joshi, Chairperson,
KVIC and on right Shri A.C. Jose, Chairman, Coir Board.
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1.4 COIR SECTOR
1.4.1 The coir industry is a labour-intensive and export-oriented
industry. It uses coir husk a by-product of coconut. The Coir
Board, a statutory body established under the Coir Industry
Act 1953, looks after the promotion, growth and development
of the coir industry, including export promotion and expansion
of the domestic market. The Coir Board implements a number
of schemes, which include assistance for participation in
exhibitions, training for skill development and assistance under
Mahila Coir Yojana, training, financial assistance for
modernisation of existing units, undertaking R&D activities, etc.
1.4.2 The estimated total turnover of coir and coir products in 2006-
07 would be Rs. 2100 crore. More than 6.5 lakh persons are
engaged in this industry with around 80 per cent being women.
While the coir industry has deep roots in the State of Kerala, it
is spreading to other coconut growing States like Tamil Nadu,
Karnataka and Andhra Pradesh, Kerala, Orissa, Tripura, Goa,
etc.
1.4.3 Details of production of coir and coir products during the last
four years and current year of X Plan are as under:
(Quantity -MTs)
Item 2002-03 2003-04 2004-05 2005-06 | 2006-07*
Coir fibre 3,53,700 | 3,64,000 | 3,85000 | 4,10,000 | 3,15,500
Coir Yarn 2,26,800 | 2,32,500 | 2,45,500 | 2,70,000 | 1,90,000
Coir Products 75,750 77,900 98,000 | 1,20,000 | 1,05,000
Coir Rope 50,000 50,000 50,000 50,000 40,000
Curled Coir 28,000 29,500 36,500 38,000 25,000
Rubberised Coir 50,250 51,000 60,000 62,000 47,000

*upto December 2006

1.4.4

During 2005-2006, a total quantity of 136026.97 MTs of coir
product valued at Rs. 508.45 crore was exported, as against
the total quantity of 122926.79 MTs valued at Rs.473.40 crore
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exported during 2004-05. The exports during 2005-06 thus
recorded a growth of 10.66 per cent in quantity and 7.40 per
cent in value over those during 2004-05. This is the highest
ever export figure for the coir industry. The target for 2006-
07 is to export coir and coir products worth Rs. 560 crore. As
per provisional estimates, a total quantity of 1,09,688 MTs of
coir and coir products valued at Rs. 421.18 crore were exported
during the current year (upto December 2006) as against
1,00,212 MTs valued at Rs. 380.28 crore exported during the
same period of 2005-06. This represented an increase of 9.46
per cent in terms of quantity and 10.75 per cent in terms of
value in 2006-07 compared to the corresponding period in 2005-
06.

EMPLOYMENT GENERATION SCHEMES
BEING IMPLEMENTED BY THE MINISTRY

The Ministry of Agro and Rural Industries (ARI) implements
two nation-wise employment generation programmes, hamely,
Rural Employment Generation Programme (REGP) and Prime
Minister's Rozgar Yojana (PMRY). Both these programmes are
credit-linked capital subsidy schemes which are implemented
through commercial banks. While the REGP is implemented
by the KVIC, the PMRY is implemented by the State
Governments through the District Industries Centres (DICs).
Recognising the importance of village industries, the Planning
Commission had earmarked a target for generating 41.5 lakh
additional employment opportunities under the two programmes
during the X Plan which has been further increased to 42.925
lakh.

Under the Rural Employment Generation Programme
(REGP), implemented by the KVIC, capital subsidy in the form
of margin money is provided for setting up labour-intensive
village industries in rural areas and small towns with population
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up to 20,000. The objective of this programme is to provide
productive employment to the people in these areas, thereby
also help reduce migration from the rural to urban areas.

Under the REGP, 2,36,355 units have been set up and 33.74
lakh additional job opportunities created since its inception in
1995 up to March 2006. Of these, approximately 7.71 per cent
of the projects have benefited persons from the scheduled
castes, 5.45 per cent from the scheduled tribes and 13.75 per
cent from the OBC. The percentage of women entrepreneurs
securing gainful employment under the programme is about
15.87 per cent. During 2005-06, against the target of 5.50 lakh
under the REGP, 5.68 lakh employment opportunities were
generated, thus recording a 7.16 per cent growth as compared
to the position during 2004-05 (achievement of 5.30 lakh against
the target of generating 5.25 lakh job opportunities). During
2006-07 (up to 31 December 2006), 10747 projects have
already been set up, generating 2.36 lakh additional
employment opportunities, as compared to the target of creation
of 5.90 lakh.

Prime Minister’s Rozgar Yojana (PMRY) was started in 1993
with the objective of making available institutional finance to
the educated unemployed youth for setting up self-employment
ventures for all economically viable activities and creating new
employment opportunities in both rural and urban areas of the
country. A number of modifications have been made in this
scheme since its beginning in 1993 to make it more effective.
These include increase in the upper age limit from 35 to 45
years for SCs/STs, ex-servicemen, women and physically
disabled persons, reducing the minimum educational
qualifications, enhancing the annual family income ceiling and
project size of industry and service projects, relaxation of
residency criteria for married women applicants, enhancing
subsidy for beneficiaries of the N.E. States, etc.
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Under the PMRY as per the information made available by RBI,
loans have been disbursed to *25.51 lakh self-employment
ventures since its inception till 31 March 2006, leading to
estimated employment generation for 38.26 lakh persons. Of
these, 15.67 per cent were from the SCs and STs, 20.38 per
cent from the OBCs and about 12.11 per cent were women. As
per the data made available by the RBI, there was significant
improvement in the implementation of the yojana in 2005-06
as compared to 2004-05. Thus, while an estimated 3.72 lakh
employment opportunities were generated during 2004-05, in
the year 2005-06 an estimated 3.93 lakh such opportunities
were generated. The final figure is likely to be higher. As per
the latest information received from the RBI, during 2006-07
(up to October 2006), loans were sanctioned in 95531 cases
against which loans have been disbursed in 51383 cases. The
comparative position in 2005-06 (upto October 2005) was 76056
cases of loans sanctioned against which loans were disbursed
in 45129 cases.

In order to increase the attractiveness of PMRY especially in
view of competing schemes of similar nature under
implementation by various States and suggestions received
from various sources for improvement of the scheme, an Inter-
Ministerial Group was constituted under the Chairmanship of
Adviser(VSE), Planning Commission to review the design of
the scheme and introduce best practices in its implementation.
The Group submitted its report in June 2006. Based on the
recommendation of the Group, some important components,
viz, enhancement in the family income ceiling, project cost,
subsidy, training cost reimbursement, pre motivational training,
etc. have been included in the Promotional Package for
Strengthening Micro and Small Enterprises.

* Information is based on the reports received from RBI and it takes a couple of months
for the figure to be established finally.
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The package has been approved ‘in principle’ by the Cabinet
Committee on Economic Affairs (CCEA) and it is expected that
the implementation of this part of the package would make the
scheme more popular from 2007-08.

1.6 TENTH PLAN OUTLAY
1.6.1 The total X Plan outlay initially approved for the Ministry of Agro
and Rural Industries is Rs. 2950 crore. During first four years
of the X Plan, an expenditure of Rs. 2692.56 crore was incurred
and an amount of Rs. 894.50 crore has been allocated for 2006-
07 in the Revised Estimates. After considering the allocation
for 2006-07, the total outlay for the X Plan would stand at Rs.
3587.06 crore. Thus, the Ministry has been allocated additional
funds to the extent of Rs. 637.06 crore over and above the initial
Plan allocation for X Plan. During 2006-07, against the Plan
budget provision of Rs. 894.50 crore (RE) for the Ministry, an
amount of Rs. 737.655 crore (82 per cent) was utilized as on
31.01.2007. Further, Plan outlay of Rs. 1112 crore has been
approved by the Planning Commission in the Budget Estimates
(BE), 2007-08.
1.6.2 A summary of the outlays and actual utilization of Plan funds
scheme-wise is given below:
(Rs. crore)
Sr. Name of the Initial | 2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07
No. Organisation/ allocation| (actual | (actual | (actual | (actual | (RE)
Scheme of Tenth | Expen- | Expen- | Expen- | Expen-
Plan diture) | diture) | diture) | diture)
(2002-07)
1. KvVIC 2080.00 | 340.55 | 423.60 | 460.99 | 558.56 | 592.93
2. Coir Board 115.00 | 13.77 | 1452 | 16.80 | 35.43 | 23.00
3. PMRY 755.00 | 168.10 | 168.01 | 218.19 | 272.54 | 252.60
4. Others — Scheme of - - - - 1.50 25.97
Fund for Regenera-
tion of Traditional
Industries (SFURTI)
Total 2950.00 | 522.42 | 606.13 | 695.98 | 868.03 | 894.50
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1.7.2

1.8

SETTING UP OF MAHATMA GANDHI
INSTITUTE FOR RURAL INDUSTRIALISATION
(MGIRI), WARDHA

The proposal for setting up Mahatma Gandhi Institute for Rural
Industrialisation (MGIRI) at Wardha, Maharashtra by revamping
the Jamnalal Bajaj Central Research Institute (JBCRI) in
association with 1T, Delhi with an outlay of Rs. 16.33 crore
projected for XI Plan to create a national hub for R&D in science
& technology and also identify and develop suitable interfaces
with other R&D/S&T institutions and develop new modified
technologies/processes /methods to increase productivity, etc.,
for benefit of rural entrepreneurs has been approved by the
Cabinet Committee on Economic Affairs on 28 December 2006.

After setting up of MGIRI, it will function as a premier national
level institute in the field of rural industrialisation under the
Ministry of Agro and Rural Industries. It will provide advanced
training to the trainers as well as to prospective entrepreneurs
in a large number of training institutes of KVIC and State KVIBs
and institutions registered with KVIC/KVIBs throughout the
country. MGIRI, Wardha will also run advance courses in the
field of rural industrialisation for the benefit of prospective
entrepreneurs.

A National Exhibition, National Convention and National Award
Function was organized by the Ministries of SSI and ARI during
04-07 October 2006 at New Delhi. National Awards to India’s
best artisans, institutions and entrepreneurs engaged in the
small scale, khadi, village and coir industries were distributed.
Annex | contains the details of award winner artisans, REGP
entrepreneurs, village industries and khadi industries.




2.1

21.1

NATIONAL COMMON MINIMUM

PROGRAMME (NCMP)

In the National Common Minimum Programme (NCMP), it has
been declared that the UPA Government will revamp the
functioning of the Khadi and Village Industries Commission
(KVIC) and launch new programmes for the modernisation of
coir, handlooms, powerlooms, garments, rubber, cashew,
handicrafts, food processing, sericulture, wool development,
leather, pottery and other cottage industries.

REVAMPING OF THE KHADI AND VILLAGE
INDUSTRIES COMMISSION

As part of the exercise of the National Common Minimum
Programme, the Government decided to revamp the Khadi and
Village Industries Commission (KVIC). This was also
necessitated because of the steep decline in employment in
the khadi sector, nearly stagnant sales of khadi over the years,
the need to take effective measures to introduce modern
management practices in the KVIC and to make khadi and
village industry products competitive in the globalised economy.
Towards this objective, the Government dissolved the
Commission on 14 October 2004 and constituted a ten-member
Expert Committee on 01 December 2004 to review the existing
structure, functioning and performance, etc., of the KVIC and
recommend suitable measures for its revamping. The Expert
Committee submitted its report on 06 April 2005.

Chapter
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2.1.6

Among other things, the Expert Committee recommended
amendments to the existing Khadi and Village Industries
Commission Act, 1956, mainly with regard to change in the
composition of the Commission, provision of a consultative
mechanism at the zonal level, provision for reconstitution of
the Commission after dissolution, redefinition of the powers of
Commission, Chairman and Chief Executive Officer (CEO),
KVIC, etc.

After carefully considering the recommendations of the Expert
Committee, suitable amendments were made in the existing
Khadi and Village Industries Commission Act, 1956 in March
2006 so that the statutory provisions governing the
organizational structure and functions of the KVIC could be
made more professional and in keeping the requirement of the
present times. The Commission was reconstituted vide this
Ministry’s notification dated 19 July 2006.

The main amendments made in the Act included the
enhancement of population limit for village industry, increase
in fixed capital investment per artisan for village industries from
Rs. 50,000 to Rs. 1 lakh (and Rs. 1.50 lakh for the industry
located in hilly areas), increase the number of expert non-official
members, provision for constitution of zonal committees, confer
voting rights upon the ex-officio KVIC members, specific
provisions for clear demarcation of functions and powers among
the Commission, Chairperson and the Chief Executive Officer
and the Financial Adviser of the Commission, etc.

Consequential amendments to the Khadi and Village Industries
Commission Rules, 1957 have been notified in August 2006.

The above amendments are expected to help the KVIC become
more professional and relevant in time to come and be better
equipped in the discharge of its key role in facilitating generation
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22.1

of sustainable and wide-spread employment in the rural areas
of the country.

Further, as a follow up of Expert Committee Report, an Inter-
Ministerial Committee consisting of representatives from
Ministry of Finance, Ministry of Rural Development and the
Planning Commission was constituted to consider the continuity
of the existing scheme of providing rebate on retail sales or
suggest alternatives to this scheme. The Committee submitted
its report in March 2006. Based on the suggestions made by
this Committee, four pilot schemes based on alternative
modules of existing rebate scheme have been attempted to be
introduced in few khadi institutions for implementation over a
period of two years. These pilot schemes relate to (i) subsidy
on Raw material, (ii) Market Development Assistance (MDA) at
the rate of 20 per cent of the retail sales turn over of the
institution (iii) Market Development Assistance (MDA) without
any restriction on use of assistance and products on which the
rebate is to be given and (iv) Market Development Assistance
on a quick mid term production based on the High Power
Committee (HPC) recommendations. Based on the findings of
the above pilot schemes after their operation over two years or
earlier, final decision on the continuation of the rebate scheme
or replacing it with the most appropriate alternative to this
scheme, shall be taken.

SCHEME OF FUND FOR REGENERATION OF
TRADITIONAL INDUSTRIES (SFURTI)

In pursuance of the NCMP declaration and the announcement
of Finance Minister in his Budget speech of July 2004, a scheme
titled the “Scheme of Fund for Regeneration of Traditional
Industries” (SFURTI) has been notified in October 2005 for the
integrated development of traditional clusters of khadi, coir and
village industries, including leather and pottery. Under SFURTI,
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it is proposed to develop around 100 clusters (25 clusters for
khadi, 50 clusters for village industries and 25 clusters for coir
industry) over a period of five years commencing 2005-06. The
Scheme would cover an estimated 50,000 beneficiary families.
This scheme is a Central Scheme and is being implemented
by the Ministry of Agro & Rural Industries, without any State
share through Khadi and Village Industries Commission and
Coir Board who are the Nodal Agencies for implementation of
the scheme. Scheme Steering Committee (SSC) of SFURTI
has approved 104 clusters of khadi, village industries and coir.
Details of these clusters are available in Annex - II.

The main objective of SFURTI is to establish a regenerated,
holistic sustainable and replicable model of integrated cluster-
based development of traditional industries. This will primarily
mean:

Q) more competitive traditional industries with more market-
driven, productive, profitable and sustained employment
for the participants;

(i)  strengthened local socio-economic governance system
of the industry clusters, with the active participation by
the local stakeholders that can help them to continue and
undertake development initiatives by themselves; and

(iii)  building up innovated and traditional skills, improved
technologies, advanced processes, market intelligence
and new models of public-private partnerships, so as to
gradually replicate similar models of cluster-based
regenerated traditional industries.

Reputed national level institutions with expertise in cluster
development methodology have so far been approved as
Technical Agencies (TAs) by the SSC to provide technical
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support to the Nodal Agencies (NAs) and Implementing
Agencies (IAs). Details of TAs approved under SFURTI are given
at Annex — Il

Training to technical agencies, implementing agencies and
nodal agencies has been completed in coordination with NISIET,
Hyderabad, EDI, Ahmedabad, IIE, Guwahati and the cluster
training and development experts of NIESBUD, Noida and
MSME Foundation and UNIDO, New Delhi. The process of
finalisation of agreements with cluster development agents
(CDAs) is in an advanced stage. The clusters are expected to
become functional from 2007-08. Funds amounting to Rs. 11.53
crore have been sanctioned by the Ministry to KVIC and Coir
Board in 2006-07 (till 31 December 2006) against the budget
provision of Rs. 25.97 crore.
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KHADI AND VILLAGE INDUSTRIES

3.1

3.1.1

3.2

3.3.1

COMMISSION (KVIC)

MAIN OBJECTIVES

The KVIC through its programmes and policies seeks to achieve

the following objectives:

The social objective of providing employment in rural
areas;

The economic objective of producing saleable articles;
and

The wider objective of creating self-reliance amongst the
people and building up a strong rural community spirit.

FUNCTIONS

The functions of KVIC as prescribed under the KVIC Act, 1956
(No. 61 of 1956) and Rules made thereunder are as follows:

(i)

(i)

to plan and organise training of persons employed or
desirous of seeking employed employment in khadi and
village industries;

to build up reserves of raw materials and implements
and supply them to persons engaged or likely to be
engaged in production of handspun yarn or khadi or
village industries at such rates as the Commission may
decide;

[16]



(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

to encourage and assist in the creation of common service
facilities for the processing of raw materials or semi-
finished goods and for otherwise facilitating production
and marketing of khadi or products of village industries;

to promote the sale of marketing of khadi or products of
village industries or handicrafts and for this purpose forge
links with established marketing agencies wherever
necessary and feasible;

to encourage and promote research in the technology
used in khadi and village industries, including the use of
non-conventional energy and electric power with a view
to increasing productivity, eliminating drudgery and
otherwise enhancing their competitive capacity and to
arrange for dissemination of salient results obtained from
such research;

to undertake directly or through other agencies studies
of the problems of khadi or village industries;

to provide financial assistance to institutions or persons
engaged in the development and operation of khadi or
village industries and guide them through supply of
designs, prototypes and other technical information for
the purpose of producing goods and services for which
there is effective demand in the opinion of the
Commission;

to undertake experiments or pilot projects which in the
opinion of the Commission are necessary for the
development of khadi and village industries;

to establish and maintain separate organizations for the
purpose of carrying out any or all of the above matters;
to promote and encourage cooperative efforts among the
manufacturers of khadi or persons engaged in village
industries;
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(X) toensure genuineness and to set up standards of quality
and ensure that products of khadi and village industries
do conform to the said standards, including issue of
certificates or letters of recognition to the concerned
persons; and

(xi) to carry out any other matter incidental to the above.

3.3 ORGANISATIONAL SET UP

3.3.1 The Central Office of the KVIC is at Mumbai with one Zonal
Office at Guwahati and 29 State Offices. Functional directorates
have been constituted to coordinate the functions like training,
marketing, accounts, khadi, economic research, Rural
Employment Generation Programme (REGP), etc.

3.3.2 KVIC also undertakes training activities through its 43
departmental and non-departmental training centers (NDTCSs).

Marketing is taken up through its 12 departmentally run Khadi
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Dr. Chandrapal, Union Secretary, Ministry of SSI and Ministry A&RI is seen
addressing KVIC Officers and Staff when he visited Head Office, KVIC on
15th of January 2007
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3.4

3.4.1

3.4.2

3.4.3

3.5

3.5.1

Gramodyog Bhawans and 7050 institutional sales outlets
located in different part of the country. Six Central Sliver Plants
provide quality raw material to khadi institutions.

IMPLEMENTING AGENCIES

Khadi and Village Industries (KVI) programmes are
implemented through 5549 registered institutions, cooperative
societies, 33 State/Union Territories (UTs) Khadi and Village
Industries Boards (KVIBs) and 27 public sector banks, regional
rural banks and a few selected cooperative banks.

The Khadi programme is implemented through institutions
registered either with the KVIC or the State KVIBs.

In the case of village industries, the KVIC implements the Rural
Employment Generation Programme (REGP).

GROUPING OF INDUSTRIES

While the khadi programme comprises hand spun and hand
woven cotton, woollen, muslin and silk varieties, the village
industries programmes have been classified into seven broad
groups. These are:

(i)  Mineral Based Industry;

(i)  Forest Based Industry;

(iif)  Agro and Rural Industry;

(iv) Polymer and Chemical Based Industry;
(v) Rural Engineering and Bio Technology;
(vi) Hand Made Paper & Fibre Industry;

(vii) Service Industry.
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3.5.2

3.6

3.6.1

3.6.2

3.6.3

Industries connected with meat (slaughter) i.e. processing,
canning and/or serving items made therefrom, production/
manufacturing or sale of intoxicant items like beedi/pan/cigar/
cigarette, etc., any hotel or dhaba or sales outlet serving liquor,
preparation/producing tobacco as raw materials, tapping of
toddy for sale, manufacturing of polythene carry bags of less
than 20 microns thickness and manufacturing of carry bags or
containers made of recycled plastics for storing, carrying,
dispensing or packaging of food-stuff etc. are not assisted under
KVI programme as these are either not eco-friendly or against
the ideology and ethos of Mahatma Gandhi.

BUDGETARY SUPPORT TO KVIC

The Government of India through the Ministry of Agro and Rural
Industries provides funds to KVIC for undertaking its various
activities under Plan and Non-Plan heads.

These funds are provided primarily by way of grants and loans
and in turn KVIC re-allocates them to implementing agencies,
namely the State KVIBs, institutions registered under the
Societies Registration Act. 1860 and cooperative societies
registered under the Cooperative Acts of the State Governments
implementing banks, etc. The Commission’s administrative
expenditure including pension payment, is met out of Non-plan
Government budgetary support.

The details of funds provided from Budgetary Source (both
under Plan and Non-plan) during the X Plan are as under:




(Rs. crore)

YEAR BUDGET

ALLOCATION (RE) FUND RELEASED

Plan Non- Plan Plan Non- Plan
2002-2003 394.67 84.87 340.55 83.36
2003-2004 444.75 83.75 423.60 63.70
2004-2005 462.00 84.91 460.99 83.90
2005-2006 560.82 84.82 558.56 84.76
2006-2007 592.93 84.82 463.59 55.26

* Released as on 31 December 2006
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Shri Santosh Bagrodia, Chairman of Department Related Parliamentary Standing
Committee on Industry is seen addressing representatives of Small Industries
Service Institute, Reserve Bank of India, Bank of India, Bank of Baroda, NABARD,

SIDBI & Khadi institutions in Mumbai

3.7 PHYSICAL PERFORMANCE OF THE KVI
SECTOR

3.7.1 The KVI sector recorded an improved performance during 2005-
06 in comparison to the previous year. The total KVI production
stood at Rs. 12383.84 crore (khadi - Rs. 468.30 crore and VI —
Rs. 11915.54 crore) in 2005-2006 as against Rs. 10920.43 crore
(khadi — Rs. 461.54 crore and VI — Rs.10458.89 crore) in 2004-
2005, reflecting an increase of 13.40 per cent. Similarly, sales
of KVI products increased to Rs. 15276.02 crore (khadi —
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3.7.3

3.7.4

3.8

3.8.1

Rs.628.69 crore and VI Rs. 14647.33 crore) as compared to
Rs. 13105.19 crore (khadi — Rs. 617.84 and VI — Rs. 12487.35
crore), registering a growth of 16.56 per cent during 2005-06.

The total cumulative employment in the KVI sector is estimated
to have increased to 82.77 lakh (8.68 lakh in khadi and 74.09
lakh in VI) in 2005-2006 as against the previous year’s level of
76.78 lakh (8.64 lakh in khadi and 68.14 lakh in V1), registering
a growth of 7.80 per cent.

The total KVI production during 2006-07 (up to December 2006)
is estimated at Rs. 10,325 crore (Rs. 339.50 crore in khadi and
Rs.9985.50 in VI) as compared to Rs. 7639 crore (Rs. 322.13
crore in khadi and Rs. 7315.80 in V1) in 2005-06 (up to December
2005), registering an overall growth of 35.16 per cent. Sales
increased to Rs. 12347.70 crore (Rs. 438.60 crore in khadi and
Rs.11909.10 crore in VI) in 2006-07 (up to December 2006) as
compared with Rs. 9040.37 crore (Rs. 415.04 crore in khadi and
Rs. 8625.33 crore in VI) during the corresponding period of 2005-
06, reflecting a growth of 36.60 per cent.

Total employment in KVI sector is estimated to have increased
to 85.22 lakh (8.77 lakh in khadi and 76.45 lakh in VI) in 2006-
2007 (up to December 2006) as compared to 79.71 lakh persons
during the corresponding period of 2005-06, registering a growth
of 6.91 per cent.

MAJOR SCHEMES BEING IMPLEMENTED BY
KVIC

RURAL EMPLOYMENT GENERATION
PROGRAMME

The Rural Employment Generation Programme (REGP),
is implemented by KVIC to generate increased employment
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opportunities in rural areas, thereby helping in reduction
of the migration of people from rural to urban areas. Under
REGP, capital subsidy in the form of margin money is
provided for setting up labour-intensive projects in rural
areas as well as in small towns with population up to
20,000. Details of the performance of REGP are given in
Chapter IV.

INTEREST SUBSIDY ELIGIBILITY
CERTIFICATION (ISEC) SCHEME

The Interest Subsidy Eligibility Certificate (ISEC) Scheme is
the major source of funding for the khadi programme. It was
introduced in May 1977 to mobilise funds from banking
institutions to fill the gap in the actual fund requirement and its
availability from budgetary sources.

Under the ISEC Scheme, credit at the concessional rate of
interest of 4 per cent per annum for capital expenditure as well
as working capital is given as per the requirement of the
institutions. The difference between the actual lending rate and
4 per cent is paid by the Central Government through KVIC to
the lending bank and funds for this purpose are provided under
the khadi grant head to KVIC.

Institutions registered with the KVIC/State Khadi and Village
Industries Boards (KVIBs) can avail of financing under the
ISEC scheme. Initially, the entire KVI sector was covered, but
with the introduction of REGP for village industries (VI), the
ISEC scheme now supports only the khadi and the polyvastra
sector. However, all VI units existing on 31 March 1995, have
been allowed to avail of this facility for the amount of bank
finance availed as on that date or actuals, whichever is less
and funds for this purpose are provided under the VI grant
head.

Annual Report
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The Institutions were able to improve their credit situation during
the year under report. The extent of credit flow to the institutions
under the scheme during 2002-03 to 2005-06 was Rs. 329.73
crore, Rs. 362.70 crore, Rs. 278.74 crore and Rs. 233.23 crore
and subsidy provided by the Government through KVIC were
Rs. 21.99, Rs. 18.77 crore, Rs. 26.09 crore and Rs. 22.38 crore
respectively. Interest Subsidy Eligibility Certificates worth Rs.
392.63 crore have been issued up to December 2006 to meet
part of the working capital requirement of the institutions during
2006-07, against which loans actually availed by the institutions
was around Rs. 260 crore compared to Rs. 356.94 crore
sanctioned and Rs. 174.92 crore availed by the institutions as
on 31 December 2005.

REBATE SCHEME

Rebate on sales of khadi and khadi products is made available
by the Government so as to make the price of khadi competitive
with other textiles. Normal rebate (10 per cent) all over the year
and an additional special rebate (10 per cent) for 108 days is
given to the customers from funds made available through
budgetary support of the Ministry of ARI under the Khadi Grant
Head.

Rebate is allowed only on the sales made by institutions/centres
run by the Khadi and Village Industries Commission, the Khadi
and Village Industries Boards and also at the sales centers run
by the registered institutions who are engaged in the production
of khadi and polyvastra.

Under the Rebate Scheme, the KVIC during the years 2002-03
to 2005-06 released Rs. 111.84 crore, Rs. 81.99 crore, Rs. 81.18
crore and Rs. 80.08 crore respectively. In the year 2006-07,
Rs. 93.54 crore has already been released towards rebate till
31 December 2006.
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Further, on the basis of the recommendations of the Expert
Committee an Inter-Ministerial Committee consisting of
representatives from Ministry of Finance, Ministry of Rural
Development and the Planning Commission was constituted to
consider the continuity of the rebate scheme or suggest
alternative to this scheme. The Committee submitted its report
in March 2006. Based on the report of this Committee, four
pilot projects have been implemented in a few selected khadi
institutions over a period of two years. Final decision on the
continuation of the rebate scheme or alternate to this scheme
shall be taken based on the outcome of these pilot projects.
Details of the provisions of these pilot schemes are given at
Annex - V.

PRODUCT DEVELOPMENT, DESIGN
INTERVENTION AND PACKAGING (PRODIP)

The Product Development, Design Intervention and Packaging
(PRODIP) scheme was launched in November 2002 with a view
to improving the quality of
khadi products and also to
diversify into new products.
The scheme envisages
improvement in product
guality, introducing new
designs and better
packaging of products.

The scheme has gained
acceptance as would be
evident from the progress
achieved so far. During 2003-
04 to 2005-06, 121 projects,
69 projects and 72 projects

Beautiful pottery item manufactured

respectively were sanctioned under KVI sector.

Annual Report
2006-07

[25]



Annual Report
2006-07

3.8.5

under PRODIP and so far 198 projects have been established
as on 31.03.2006. During 2006-07, a target of 202 projects [120
in khadi and 82 in VI] has been set under PRODIP against
which 96 projects have been sanctioned of which 52 projects
were set up under khadi and 44 projects under VI till 31
December 2006.

RURAL INDUSTRIES SERVICE CENTERS
(RISC)

The KVIC is implementing the Rural Industries Service Centers
(RISC) Scheme from 2004-05 onwards to provide infrastructural
support and services to units to upgrade their production
capacity, skill upgradation and market promotion. RISC inter
alia provides for:

0 testing facilities by establishing laboratory to ensure
quality of the products.

0 improved machinery/equipment to be utilised as common
utility facilities by the nearby units/artisans to enhance
production capacity or value addition of the product

0 attractive and appropriate packaging facilities and
machineries to the local units/artisans for better marketing
of their products.

0 training facilities to upgrade artisans’ skills in order to
increase their earnings.

0 new design or new product, diversified product in
consultation with experts/agencies for a value addition
of rural manufacturing units.

This scheme is implemented through KVIC/KVIBs, National
level/ State level Khadi and VI Federations, Khadi and VI
Institutions affiliated to KVIC and KVIBs and NGOs who have
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already worked in the implementation of programmes relating
to rural industries.

Under this scheme, financial assistance for establishing projects
up to Rs.5 lakh is provided to KVI units. Each RISC programme
up to Rs.5 lakh should provide benefit to 25 individuals.

Under the RISC programme, 41 projects and 62 projects were
sanctioned in 2004-05 and 2005-06, respectively. In 2006-07,
55 projects have been sanctioned upto 31 December 2006. So
far, 71 projects started functioning. Production increased by 3
to 10 per cent in those institutions which availed the facility for
projects.

JANASHREE BIMA YOJANA

To provide insurance cover to Khadi artisans, a scheme of group
insurance in the name of Janashree Bima Yojana (JBY) was
launched w.e.f. 15 August 2003. Under this scheme, about 3.90
lakh artisans are to be covered during X Plan.

This scheme has been formulated by KVIC in association with
the Life Insurance Corporation of India (LIC) with annual
premium of Rs. 200/- per beneficiary which would be shared
as follows:

“Rs. 100/- by Central Government Social Security Fund,
Rs. 50/- by Khadi Institution and Rs. 25/- each by khadi artisan
and KVIC.”

The compensation will be as under:

Natural death : Rs. 20,000/-
Accidental death : Rs. 50,000/-
Full permanent disability due to accident : Rs. 50,000/-
Part permanent disability due to accident : Rs. 25,000/-

Annual Report
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The LIC has reduced the
premium to Rs. 100/-

with effect from the
policy year 2005-06. As
on December 2006,
2.25 lakh khadi artisans
have been covered

|
1
]
& |

under this scheme.

As an ‘add-on’ benefit
without any additional
premium, school going
children of insured
artisans studying in
Class Nine to Twelve are
also eligible to get a

scholarship of Rs. 100/-

per month, up to two Attractive Silk Khadi produced under KVI
sector

children.

QUALITY CONTROL IN KHADI

In order to increase the appeal of Khadi while maintaining its
handcrafted quality, KVIC has an arrangement with the National
Institute of Design (NID), Ahmedabad, ‘Dastakar’, Andhra
Pradesh, IIT Delhi, and Textiles Committee, Mumbai. The IIT,
Delhi has developed stiff and soft processing techniques as
distinct characteristics for Khadi. The process was implemented
as a pilot project at Kshetriya Shree Gandhi Ashram, Barabanki
in Uttar Pradesh. Building on the success of the project,
replication of such facilities as common facility centers in other
parts of the country is also being done by KVIC.

The Memorandum of Understanding (MoU) signed between
KVIC and the Textiles Committee, a statutory body under
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Ministry of Textiles has been continued in 2006-07. Under the

MoU, facilities of 13 laboratories of the Committee situated

across the country are being used for testing khadi and

polyvastra. Under the arrangement, the quality of khadi would

receive a fillip thus further increasing its marketability. A number

of khadi institutions took benefit of this arrangement. The

number of cloth samples tested on cost sharing basis (75 per

cent of testing charges borne by the KVIC and 25 per cent by

the khadi institutions) are as under:

Year Number of cloth samples tested
2004-05 2519
2005-06 1587
2006-07* 475

*upto December 2006

EXHIBITIONS

Apart from promoting
sales through a network
of Khadi Gramodyog
Bhavans, effort has also
been made to organise
a number of exhibitions,
conducted in different
parts of the country as
a cost effective publicity
and market promotion
instrument. In 2005-06,
special efforts were
made and 199
exhibitions were
organised in various
parts of the country.

A view of Khadi Fashion Show during IITF,
2006
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During 2006-07, KVIC has already organised 39 exhibitions
(up to December 2006) in various parts of the country. The pace
would pick up in the months of January to March 2007.

GOVERNMENT SUPPLY

The KVIC has been executing supply of its products under the
‘Rate Contract’ of Director General of Supplies and Disposal
(DGS &D) to various Government Departments/Agencies.

Based on DGS&D rate contract, items like dasuti khadi, dungari
cloth, dusters, long cloth, bunting cloth and sheeting cloth, etc.,
are being supplied to Government Agencies and bed rolls,
curtains, pillow covers, kulhars, etc., to Indian Railways. In 2005-
06, supplies worth Rs. 22.03 crore were made through DGS&D
to the Government offices. During 2006-07 (up to December
2006), supply worth Rs. 13.22 crore has already been made.

During 2006-07 (up to December 2006), KVIC has received
orders of khadi/polyvastra bed-sheets worth Rs. 4.73 crore from
the Indian Railways. Against this, bed sheets worth Rs. 1.58
crore have already been supplied. The pace actually picks up
in the last quarter of the year.

RESEARCH AND DEVELOPMENT

The KVIC undertakes research and development activities
through in-house research and also by sponsoring projects to
other R&D organisations. The main objectives of the S&T
programme are:

0] Increase in productivity,
(ii) Increase in wages,

(i)  Improvement in quality
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(iv) Efficient use of local skills and local raw materials, and

(v)  Reduction of human drudgery

Improved version of traditional Charkha

3122 EXISTING INFRASTRUCTURE Annual Report
2006-07
The following institutions exist in KVI Sector for undertaking
R&D activities:

Jamnalal Bajaj Central Research Institute (JBCRI) now renamed
as Mahatma Gandhi Institute for Rural Industrialization (MGIRI),
Wardha, Central Bee Research and Training Institute (CBRTI),
Pune, Dr. Ambekar Institute of Rural Technology and
Management (AIRTM), Nashik, Kumarappa National Handmade
Paper Institute (KNHPI), Sanganer, Jaipur, Central Village
Pottery Institute (CVPI), Khanapur, Karnataka, and Khadi
Gramodyog Prayog Samiti (KGPS), Ahmedabad.
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REVAMPING OF JBCRI, WARDHA

An agreement was signed between KVIC and IIT Delhi, to
revamp JBCRI, Wardha (now known as Mahatma Gandhi
Institute for Rural Industrialization (MGIRI). It vision envisaged
is “To upgrade and accelerate the process of rural
industrialization of our country so that we can move towards
the Gandhian vision of sustainable village economy, and the
products of the KVI sector can have its pride of place amongst
the large industrial sector and become popular in the country
and abroad”. The revamping of the MGIRI is being carried out
by IIT, Delhi. The Cabinet Committee on Economic Affairs
(CCEA) has already approved the proposal in December 2006.
The National Institution will start functioning in a full fledged
manner in 2007-08.

MOU WITH TECHNICAL INTERFACE
INSTITUTES

3.12.4.1 The KVIC has built up a large network of rural
cottage industrial units producing a wide range of
goods and articles catering to the rural and partly
urban markets. Some units have achieved high
standards for export as well but majority of them
lack support in maintaining standard quality for want
of technical back-up to upgrade the quality of their
products. Keeping this in view, KVIC has set up
Technical Back up Units which will provide S&T
inputs to the entrepreneurs engaged in KVI
activities.

3.12.4.2  The KVIC has also undertaken certain activities in
various outsourcing interfaces at Engineering and
Technological institutes of repute to meet perceived
needs to make the products more marketable either
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through design interventions or quality assurance
system. These are:

(i)  Vishweshwarayya National Institute of Technology
(VNIT), Nagpur

(i)  Birla Institute of Technology (BIT), Ranchi

(i) North Eastern Region Institute of Science and
Technology (NERIST)

(iv) College of Technology and Engineering (CTAE)
Udaipur.

(v) Indian Institute of Science (11Sc), Bangalore
(vi) Indian Institute of Technology (IIT) Roorkee
(vii) National Institute of Technology (NIT) Rourkela
(viii) Indian Institute of Technolgoy

(ix) Indian Institute of Technology (IIT), Kanpur

(X)  Indian Institute of Technology (lIT), Mumbai

Annual Report
(xi) Indian Institute of Technology (IIT), Guwahati. 2006-07

(xii) National Institute of Tehnology (NIT), Calicut

3125 RURAL INDUSTRIES CONSULTANCY
SERVICE (RICS)

3.12.5.1  The KVIC launched a Rural Industries Consultancy
Service (RICS) in order to help the potential
entrepreneurs for providing guidance for technical
and managerial support to the prospective
entrepreneurs which includes preparation of
projects, liaison with banks/other agencies/
organisation/local authorities in respect of the
project, assistance and support to implement the
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project, procurement of raw materials, machinery,
installation, quality control for acceptability and
reliability, packaging and design for better
marketing, marketing support for sustainability of
the unit, etc.

3.12.5.2 As on 31 March 2006, 49 such RICS have been
opened in various parts of the country.

3.13 OTHER INITIATIVES

3.131 CATEGORISATION OF INSTITUTIONS

To streamline the payment of rebate, release of interest subsidy,
supply of raw materials, etc., khadi institutions are categorized
as A+, A, B, C and D on the basis of their performances in
production, sales, marketing, etc. As on 31 December 2006,
the break up 1919 categorised khadi institutions is as under:

S.No. | Type A+ A B C D Total

Annual Report 1. | Affiliated to KVIC 107 | 289 | 323 | 308 | 217 | 1244
2006-07 2. | Affiliated to State Boards| 28 | 162 | 186 | 246 53 675
Grand Total 135 | 451 | 509 | 554 | 270 | 1919

3132 PARTICIPATION IN INTERNATIONAL
EXHIBITION

To promote khadi and village industry products in the
international market, KVIC participated in 5 international
exhibitions in 2005-06 alongwith khadi and village industry
institutions/entrepreneurs at (i) India Initiative 2005, Poland, (ii)
AF-L Artigiano in Fiera 10" International Crafts Selling
Exhibition, Milan, Italy (iii) Spring Fair, Birmingham, UK, (iv)
MUBA 2006, Basel, Switzerland and (v) Lyon International Fair,
Lyon, France. KVIC proposes to participate in at least 8
international exhibitions in the current financial year 2006-07
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out of which KVIC already participated in 02 international
exhibition held at Milan, Italy and Frankfort, Germany upto
December 2006.

3.13.3 REGISTRATION OF NEW KHADI INSTITUTIONS
BELONGING TO SC/ST

There was a ban on registration and establishment of new khadi
institutions by the KVIC. With a view to uplifting weaker sections
of the society, this ban has been removed and KVIC started
registration of the institutions belonging to SC/ST category.
Detailed schemes and modalities of operation are in an
advanced stage of finalisation.

Annual Report
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Participant during the Trade Fair

3134 KHADI ARTISANS WELFARE TRUST FUND
(KAWTF)

The KAWTF is conceptually meant to run on the lines of a
provident fund. Membership is mandatory for all khadi and
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polyvastra producing institutions affiliated to KVIC and State
KVIBs. Institutions categorized as A+, A, B and C are eligible
to join the trust. 21 States have been covered under these
trusts mobilizing the contributions of artisans and the
institutions to the tune of Rs. 26.27 lakh. Cumulatively the
credit to the trusts added up to Rs. 2568.90 lakh up to
31.3.2006. KVIC has provided Rs. 12.96 lakh as on 31 March
2006 as grant to the ‘Trust’ to meet part of the administrative
expenditure.

NATIONAL FLAG PRODUCTION CENTRE

Khadi is the pride and joy of our nation and can be easily
understood from the fact that the Bureau of Indian Standards
(BIS) gave it the first place by way of national flag specification.
As per BIS, khadi is the only fabric that is used for production
of India’s national flag. One national flag production project has
been started in consultation with South Indian Textile Research
Association (SITRA) at Karnataka Khadi Gramodyog Samyukta
Sangh, an NGO of KVIC at Bengeri, Hubli (Karnataka) at an
estimated cost of Rs. 51.10 lakh. The first phase of the project
was commissioned during 2004-05. BIS completed necessary
formalities for giving the project clearance on specifications.
The project would be fully commissioned by the end of 2006-
07 and it is expected to produce around 5000 National flags
per day in different sizes.

MISSION PROJECT FOR PRODUCTION OF
‘READY TO USE KHADI".

The KVIC has initiated a “Ready to Use Mission” during 2005-
06 for khadi products. Under the scheme, a major khadi
institution works as a lead institution where all modern facilities
for production of garments including covering, designing,
finishing, packaging, etc., are installed. Other institutions (at
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least 9) working in the nearby areas are associated in a
concentric manner with the activities of the lead institution.
As a result, all of them will be able to upgrade their product
guality by sharing their experiences and common facilities
installed at the lead institution. National Institute of Fashion
Technology is the technical consultant for the projects being
set up under the scheme. KVIC has identified 5 mission
projects for production of “Ready to use Khadi” in the country.
2 projects at Murshidabad (West Bengal) and Padiyur (Tamil
Nadu) at a cost of Rs. 57.50 lakh each have already been
started in 2005-06. NIFT Calcutta & Chennai have been
enlisted to provide hand-holding support in the areas of design
inputs, training, etc.

CENTRAL SLIVER PLANTS (CSPs)

3.13.7.1  As a step towards improving the quality of raw
material and in order to enable the khadi institution
to access these sources of quality raw material,
KVIC continued to operate its 6 CSPs at Kuttur,
Chitradurga, Sehore, Raibareilly, Etah and Hajipur.
During the year 2005-06, the khadi institutions
purchased slivers/rovings from these plants to the
extent of 22.82 lakh kgs valued at Rs.2062.54
crore.

3.13.7.2 During the year 2006-07 (up to 31 December
2006), 17.56 lakh kgs of sliver amounting to Rs.
15.16 crore was produced in 6 Central Sliver
Plants and 20.09 lakh kgs of sliver worth Rs.17.34
crore supplied to khadi institutions as against
18.80 lakh kg amounting to Rs.16.57 crore
produced and 17.40 lakh kgs of sliver worth Rs.
15.07 crore supplied in 2005-06, upto December
2005.

Annual Report
2006-07

[37]



Annual Report
2006-07

3.138

3.139

SETTING UP OF RAW MATERIAL GODOWNS

In order to facilitate continuous offtake of slivers/rovings by khadi
institutions faced with resource crunch, the KVIC continued
operation of local godowns during 2006-07. Following 9 local
raw material godowns provided the above service as on 31
December 2006:

0] Dausa — Rajasthan.

(i)  Nanded — Maharashtra.

(iiiy  Surendranagar — Gujarat.

(iv) Bijnour - Uttar Pradesh.

(v) Wavilala - Andhra Pradesh.

(vi) Metapalli, Karimnagar - Andhra Pradesh.
(vii) Sangaralingapuram - Tamil Nadu.

(viii) Murshidabad - West Bengal.

(ix) Orutukkala - Kerala

PEOPLE EDUCATION PROGRAMME (PEP)

As a part of its publicity programme aimed at informing the
people through direct interaction between the KVIC on the one
hand and people on the other, the KVIC during the year (upto
December 2006) held 32 PEP events at the field level. Besides
dissemination of the policies and schemes of the KVIC on rural
industrialization, essay competition, debate and seminars drew
a good deal of participation from academic institutions, students,
Panchayati Raj Institutions, NGOs, etc. on issues of topical
interest concerning Khadi and Village Industries. The KVIC
provides financial assistance for the purpose through budgetary
allocation.
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MoU WITH ITC LTD.

An MoU signed between KVIC and ITC Ltd. (Agarbatti Division)
envisages marketing of “MANGALDEEP” Agarbatti
manufactured by khadi and village industry units in 2005-06
and this has been extended to 2006-07. The MoU envisages
that (i) one of the manufacturing units functions as the nodal
agency for quality assurance, perfuming and packaging of the
product in accordance with ITC’s specifications and (ii) ITC buys
the entire produce of agarbatties from these KVI units and
markets them through its own outlets and other outlets in KVI
sector. This MoU has benefited the KVI units concerned through
assured offtake of the product, additional marketing channels
becoming available to the KVI units, promotion of the product
as a distinct brand, expansion of production base resulting in
employment generation on a sustainable basis in the rural areas.

CREDIT GUARANTEE TRUST FUND FOR
SMALL INDUSTRIES (CGTSI)

Credit Guarantee Trust Fund for Small Industries (CGTSI)
approved extension of the credit guarantee of loans advanced
by banks under the KVIC/REGP schemes under its Credit
Guarantee Fund Scheme. KVIC has been asked to vigorously
publicise this scheme in association with CGTSI and
participating banks.

SYSTEM FOR PROGRAMME ANALYSIS AND
REPORTING FOR KVIC (SPARK)

The SPARK (System for Programme Analysis and Reporting
for KVIC) software developed by KVIC for data collection and
documentation of programmes is being implemented. This is
facilitating better analysis of programmes being implemented
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by KVIC for making them more effective with reference to the
target groups.

SCHEME FOR ENHANCEMENT OF
PRODUCTIVITY AND COMPETITIVENESS OF
KHADI INDUSTRY AND ARTISANS

With a view to making the khadi industry more competitive with
more market-driven, profitable, production, capacity building
sustained employment at increased level of wages to khadi
artisans by replacement of obsolete and old machinery and
equipment and repairs to/renovation of existing/operational
machinery and equipment, increase value to the existing khadi
production by converting from fabric to readymade garments;
and to provide appropriate incentives to shift from the existing
rebate framework to market driven approach, a proposal to
introduce the Scheme for Enhancement of Productivity and
Competitiveness of khadi industry and artisans is under
consideration of the Ministry. It is proposed to provide financial
assistance to 200 of the ‘A+" and ‘A’ category khadi institutions
in a Public Private Partnership mode. EFC note along with
Detailed Project Report has already been circulated to the
Planning Commission, Department of Expenditure and other
concerned Departments.
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RURAL EMPLOYMENT

GENERATION PROGRAMME (REGP)

4.1

4.2

4.3

INTRODUCTION

The KVIC launched the Rural Employment Generation
Programme (REGP) on 01 April 1995.

MAIN OBJECTIVES
Chapter

The main objectives of REGP are as under:
. To generate employment in rural areas.

. To develop entrepreneurial skills and aptitude among rural

unemployed youth.
. To achieve the goal of rural industrialization.

. To facilitate participation of banks in the village industries
sector so as to ensure higher credit flow to these
industries.

SALIENT FEATURES OF REGP

. The programme is applicable to all village industry
projects set up in rural areas.

. The eligible beneficiaries under the programme are (i)
individuals (rural artisans/entrepreneurs), ii) institutions,
cooperative societies, trusts & Self Help Groups (SHGS)
for projects costing upto Rs. 25 lakh.
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Partnership firms private/public limited companies, joint
ventures, joint borrowers, co-obligators of HUF are not
eligible.

The permissible margin money assistance is as detailed
in the Table below:

Margin Money Assistance under REGP

S. | Category of beneficiary Project cost | Margin money

No. assistance

1. Up to 25 per cent of

Rs. 10 lakh | project cost
Above Rs. 2.5 lakh

Rs. 10 lakh | plus 10 per cent
and up to of balance

Rs. 25 lakh | project cost.

2. | SC/ST/OBC/Women/PH/ Up to 30 per cent of
Ex-servicemen/NE Rs. 10 lakh | project cost
Region /Hill areas

Above Rs. 3 lakh plus
Rs. 10 lakh | 10 per cent of
and up to balance project
Rs. 25 lakh | cost.
Note : SC/ST — Scheduled Caste/Scheduled Tribe; PH — Physically

Handicapped: NE — North Eastern

The borrower is required to invest his own contribution of
10 per cent of the project cost. In case of SC/ST and
borrowers from other weaker secions, the beneficiary’s
contribution is 5 per cent of the project cost.

Banks will sanction loan of 90 per cent of the project cost
in the case of general category borrowers and 95 per
cent of the project cost to the weaker section
beneficiaries/institutions. After the sanction of the credit
facility by the Bank branch, eligible amount of margin
money will be kept in term deposit of two years in the
account of the borrower at the leading bank branch, which
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4.4

4.4.1

4.4.2

4.4.3

4.5

will be credited to the borrower’s loan account after a
period of two years from the date of first disbursement of
loan.

DEFINITION OF “RURAL AREA” AND “VILLAGE
INDUSTRIES”

The term ‘rural area’ as per amended KVIC, Act 1956 has been
defined as under:

“Rural Area means the area comprised in any village, and
includes the area comprised in any town, the population of which
does not exceed twenty thousand or such other figure as the
Central Government may specify from time to time.”

Similarly, the term *“village industries” has been redefined in
amended KVIC, Act, 1956 as “any industry located in a rural
area which produces any goods or renders any service with or
without the use of power and in which the fixed capital
investment per head of artisan or worker does not exceed Rs.
one lakh (Rs. one lakh and fifty thousan in case of village
industry located in a hilly area) or such other sum as may, by
notification in the Official Gazette, be specified from time to
time by the Central Government”.

All activities which do not appear in the negative list circulated
by KVIC are eligible for financing under the scheme.

IMPLEMENTATION

KVIC is implementing REGP through:
. All Public Sector Banks,

. All Regional Rural Banks,
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4.6

4.7

4.8

4.8.1

4.8.2

. Co-operative Banks approved by State/U.T Governments,
KVIBs, Private Commercial Banks approved by the State
KVIBs; and

. Other Financing Institutions of State & Central
Government as approved by KVIC.

SPONSORSHIP

Sponsoring of Project by any agency is not mandatory. However,
KVIC’s State/Regional Offices and State KVI Boards/District
Industries Centre (DIC) may sponsor the project, if approached.

ENTREPRENEURSHIP DEVELOPMENT
PROGRAMME (EDP)

Once the project is sanctioned by the financing branch of the
Bank, before releasing the second installment of loan,
beneficiary is to be imparted a 3-day EDP training arranged by
the State/Regional Director.

STATUS AND PROGRESS OF REGP

Since the commencement of REGP, 2,36,355 projects have
been financed and 33.74 lakh job opportunities have been
created up to 31.03.2006. Keeping in view REGP’s potential,
the Government revised the target of creating 20 lakh additional
jobs to 25 lakh additional jobs during the X Plan.

During 2005-06, against the target of generating 5.50 lakh
additional job opportunities under REGP, 5.68 lakh job
opportunities have been generated, thus recording a 7.16 per
cent growth in employment generation as compared to that
during 2004-05 (5.31 lakh against the target of generating 5.25
lakh job opportunities). The target for 2006-07 is to generate
5.90 lakh additional employment opportunities.
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4.8.3 During 2006-07 (up to December 2006), 10747 projects have
already been set up, generating 2.36 lakh additional
employment opportunities as against the target of creation of
5.90 lakh job opportunities. A large number of projects are at
‘sanction’ stage and it is expected that the target set under the
programme would be achieved going by the trends of 2005-06
as well as the results of assessment made by KVIC of the
progress.

4.8.4 The details of achievement during the X Plan are as under:

Year Target for Employment Number of | Margin money
employment generated projects set released
generation during year up (Rs. crore)
(lakh (lakh
opportunities) | opportunities)
2002-03 4.00 3.61 21024 193.72
2003-04 5.00 4.71 24747 268.75
2004-05 5.25 5.31 23453 292.40
2005-06 5.50 5.68 26650 320.96
2006-07* 5.90 2.36 10747 240.43
*up to 31
Dec., 2006
48,5 CATEGORY-WISE DISTRIBUTION OF PROJECTS AMONG

BENEFICIARIES

Of 2,36,355 units that have been set up since inception of
REGP and upto 31.03.2006, approximately 7.71 per cent of
the projects have benefited persons from the Scheduled
Castes, 5.45 per cent from Scheduled Tribes and 13.75 per
cent from OBCs, while 15.87 per cent have helped women
entrepreneurs secure gainful employment. Following is the
share of distribution of the projects sanctioned in 2006-07,
upto December 2006:
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Sr. No.

Category No. Projects Percentage

Scheduled Castes 824 7.67

Scheduled Tribes 1403 13.05

OBC 2953 27.48

Minority Community 1083 10.07

AN R

Ex-Servicemen / physically 78 0.72
handicapped

General 4406 40.99

Total 10747

Women 2794 25.99

4.8.6

4.8.7
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4.9

4.9.1

STATE-WISE PERFORMANCE OF REGP

State-wise performance in respect of projects sanctioned,
margin money utilised and employment generated during X Plan
(up to December 2006) is given in Annex —V to VI, respectively.

BACKWARD AND FORWARD LINKAGES

The KVIC provided financial assistance to its State Offices as
well as the State Khadi and Village Industries Boards for
establishing backward and forward linkages of the entrepreneurs/
institutions under REGP. These linkages include EDP Trainings,
exhibitions of products manufactured by REGP entrepreneurs,
district/state level workshops and awareness camps, identification
of success stories and their dissemination, etc. An amount of
Rs. 629.34 lakh have been released towards backward-forward
linkages which was utilised towards organising 03 workshops,
141 awareness camps and 30 exhibitions. 6009 persons have
undergone EDP training during 2006-07 (up to December 2006).

OTHER INITIATIVES

For better implementation of the REGP, the KVIC has taken
the following initiatives:
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(if)
(iii)

(iv)

(V)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

decentralisation of the implementation of the scheme by
releasing margin money through State Offices and State KVI
Boards;

financing of units based on coir as raw material;

financing of auto-rickshaws in Andaman and Nicobar Islands,
house boat, shikara and tourist boat in Jammu and Kashmir
under rural transport, keeping in view the special requirement
of the UT/State:

for providing information/guidance to the new entrepreneurs,
REGP ‘help counters’ were opened in all the field offices of the
KVIC and the State KVI Boards;

10 per cent of the total budget under REGP allocated exclusively
for the States of North Eastern Region;

40 per cent of the total target has been identified for the Agro &
Food Based Industries in each State/Division/UT,;

30 per cent of the total target as been fixed for allocation to
women entrepreneurs;

self-help sroups (SHGs) also to be provided assistance under
REGP Scheme;

State Level Task Force Committees constituted for better
monitoring and implementation of REGP;

Rural Industries Consultancy Service Cells (RICS) opened in
49 places for guiding and preparing projects for first generation
entrepreneurs;

178 Training Centers identified for providing EDP training to
REGP employment throughout the country;

for placing margin money in advance with nodal branches of banks
at state level, 214 nodal branches of public sector banks identified
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(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

by state/divisional offices and 132 nodal branches of public sector
banks identified by State/UT KVI Boards in the country;

funds provided to State/Divisional Offices for conducting
awareness camps, workshops, and exhibitions, etc. as support
services under backward - forward linkages. 50 per cent of the
same allocated to State/UT KVI Boards;

25 per cent of the stalls in each exhibition of REGP to be allotted
for disadvantaged section beneficiaries including women
beneficiaries;

to mitigate the problems of the rural entrepreneurs, who are
otherwise required to furnish collateral security for projects
under REGP, coverage under Credit Guarantee Trust Fund for
small industries (CGTSI) provided;

An MoU has been signed between KVIC and Army Wives
Welfare Association (AWWA) in June 2006 for extending REGP
to the war widows, ex-servicemen, etc., in the AWWA fold and
to encourage convergence of marketing activities of AWWA and
KVIC through their respective outlets;

Another MoU has been signed between KVIC and Nehru Yuvak
Kendra Sangthan (NYKS) in July 2006 which carries out self-
development programme for Rural Youth through clubs to
conduct awareness camps and entrepreneurs’ workshops for
REGP amongst the Rural Youth with focus on SC/ST/minority
and women beneficiaries;

An MoU has also been signed by KVIC with Department of
Women and Child Development, Ministry of HRD, New Delhi
for convergence in the area of credit linkages, marketing tie-
up, etc., through SHGs for bettering the cause of SHGs and
rural employment.
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