
THE KHADI AND VILLAGE INDUSTRIES CORqMISSION 
(AMENDMENT) ACT, 1987 

No. r 2 OF r 987 

'An Act further to amend the Khadi and Village Industries Com- 
mission Act, 1956. 

BE it enacted by Parliament in  the Thirty-eighth Year clf the 
,Rep~blic of India as follows:-- 

1. (1) This Act may be called the Khadi and Village Industries Com- 
mission (Amendment) Act, 1987. 

(2) It  shall come into force on such date' as the Central Government . , -- 
may, by notification in the Official Gazette, appoint, and different dates' 

-.-- 

may be appointed for different provisions of this Act. 

2. In  section 2 of the Khadi and Village Industries Commission Act, 

61 of 1956. 1956 (hereinafter referred to as the principal Act) ,- 

(a )  after clause (c), the following clause shall be inserted, 
namely: - 

- ,,'A 
"(cc) "fixed capital investment" includes investment in plant 

and niachinery and land and building of an industry;'; 

(b) in clause (e), the words "and the vice-chairman" shall be 
amitted; 

(c) after clause (f), the following clause shall be inserted, 
namely: - 

(8) "rural area means the area comprised in any village, 
qnd includes the area comprised in any town, the population of 
which does not exceed ten thousand or such other figure as the 
Central Government may specify from time to time;'; 

(d) clause (g) shall be omitted; 

(e) clause (gg) shall be omitted; 
i 
- - - - -- - - --- -- -- -- 

l24-7-1987 Vide Notification No. S. 0 . 7 3 8  (E), dated 24-7-1987 (except sections 11 to 1 3  
(both inclusive). 
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for clause (h), the following clause shall be substituted, 
namely: - 

' (h) "village industry" means,- 

(i) any industky lodgt12d in a fural 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 
01 an aiiisan or a worker does not exceed fifleen thousand 
rupees or such other Sum as may, by notification in the 
Official Gazette, be specified from time to time by the 
Central Government: 

Provided that any industry specified in the Schedule 
and located in an area other than a rural area and recogni- 
sed as a village industry at  any time before the cornmence- 
ment of the Khadi and Village Industries Commission 
(Arktendmefit) Act, 1987 shall, notwithstanding anythihg 
contained in this sab-clause, continue to be  a village indus- 
try under this Act; 

(ii) any other non-rnail~fttchfihg w i t  &tkkbl!hht?d fdr 
the sole purpose of promoting, maintaining, assisting, ser- 
Vicing (including mother units) or managing any village 
industry;'. 

omis 3, h d i o f i  3 sf the principal Act shall be omitted. 
sion of 
section 3. 

Amendmen1 4. In sedtion 4 of the principal Act, for sub-sections (2) and (3), the 
of 
seation 4. fbUoWi~g ~ubshtio@ &all b bd'bstWt&, nmefr:- 

" (2) The Commission shall consist of the following members 
appbintc!d by the CeiitPal ~ovemment ,  nameljlt- 

(a) six non-official members having specialised knowledge 
afid €!kpriefike of khadi and village industries and representing 
&i&h six geographical zor,es of the country, as may be prescribed; 

(b )  two non-official inembers having expert knowledge and 
experience in one or more of the following d-isciplines, namely:- 

Economics, Planning, Rural Development, %i6&& and 
Technology or Technical Education and Trabing; 

(c) bne Fihancial Adviser, who shall also be ib Chbf 
Aeirounts &r of the Commission, ex oficio; and 

(d) a Chief Executive OEcer,, ex orfjicio: 

Provided :;that the ex o@cio members shall not have the 
right to vote in any of the matters discussed at a meeting of 
the Cbmmission. 

(3) The Central Government may appoint one of the m m k  
appointed under clause (a) of sub-section ( 2 )  to be the chairman who 
shall be a full-time member.". 
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5. For sections 5 and 6 of the ~rincipal Act, the following sections 
shall be dubstituted, namely:- 

"5. (1) The Chief Executive Officer appointed under clause (a) 
of sub-section (2) of section 4 shall exercise powers of genera!. 
superintendence over the affairs of the Commission and its day-today 
management under the direction and control of the chairman. 

(2) The Chief Executive Officer shall be responsible for the 
furnishing of all returns, reports and statements required to be 
furnished to the Central Government under section 24. 

(3) It shall be the duty of the Chief Executive Officer to place 
before the Commission for its consideration and decision any matter 
of financial import if the Financial Adviser suggests to him in writing 
that such matter be placed before the Commission. 

5A. The Financial Adviser appointed under clause (c) of sub- 
section ( 2 )  of section 4 shall be in charge of all financial matters of 
the Commission including its budget, accounts and audit and it shall 
be the duty of the Financial Adviser to bring to the notice of the 
Commission through the Chief Executive Officer any matter of 
financial import, which, in his opinion, requires consideration and 
decision by the Commission. 

6.  A person shall be disqualified for being appointed as, and for 
being, a member of the Commission- 

(a) if he is, or is found to be a lunatic or a person of un- 
sound mind; or 

(b)  if he has been adjudged imsolvent; or 

(c) if he has been convicted of an offence involving moral 
turpitude; or 

(d) if he has any financial interest in any subsisting contract 
made with or in any work being done by the Commission, except 
as a shareholder (other than a Director), in a company as defined 
in section 3 of the Companies Act, 1956: 

Provided that where he is a shareholder, he shall disclose to 
the Central Government, the nature and extent of shares held 
by him in such a company; or 

(e) if he has any financial interest in any business uqder- 
taking dealing with or any other village industry specified or 
deemed to be specified in the Schedule to the Act. 

6A. The Central Government may, by notification in the Official 
Gazette, remove from office any member of tkie Commission who- 

(a) is or becomes subject to any of the disqualifications men- 
tioned in section 6; or 

(b) ipl the opinion ~f the Central Government has failed or 
is unable to carry out his duties; or ' 1  ,~ .. '- 2 * - . 
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i 
I (c) absents himself from three oonseoutive m&etingh df 

the Commission without the leave of the Commission: 

Provided that before issuing any such notification, the Central 
Government shall give an opportunity to the member concerned to 
show cause against such removal.". 

Amend- 6. In section 12 uf the prihcipal Act, fat  sub-section (2), the following 
ment of sub-section shall be substituted, r,ainely:- 
section 12 

" (2) The khaifmah or, in hid ab'sehce, any fnembkr (btber than 
an dx oggiM6 member) chosBh by the rrieinbets presenB ffbkn among 
themselves, shdl  preside at a. hketing of the ~ommissidn.". 

Substitu- 7. For section 13 of the principd Act, the following sectioh shall be 
tion of substituted, namely: - 
new sec- 
tion €or 
section 13. 

Term of 
ofnc: and 
conditions 
of 
service 
of the 
chairman 
and other 
meinbers. 

"id. (1) Every member of the Commission, other than an ex 
oficio member, shall hold office $or a term of five years: 

Prdttidetl. that the chairmari  hall, r~utttiithstanding the expiration 
of his terrh, continue to hold officb until his successor &ht&rS upbrl his 
oflice. 

(2) The terms and conditions of service of the chairman, Chief 
E5ikcut.i~~ tY&ker, Fifiancial Adviser and other hembids Shall be 
such as may be prescribed.". 

~mendment 4. In  sediion 14 of the principal Act,-- 
of 
section i4 ,  (a) sub-section ( I )  shall be omitted; . 

(b) in sub-section (2), the brackets and figure "(2)" and the 
prdtiiso shill be omitted. 

Substi- 9. For section 15 of the principal Act; the following section shall be 
tution of substitutedj namely: - 
mw 
seetior: 
for sec- 
tion 15. 

Functions "15. ( I )  subject to the provisions of this Act. the functions of 
of the the commission shall generally be to plan, promote, organise and 
mrn rnissioa assist in the establishment and development of khadi and village 

iirdri8tfikg in the rutdl 3Pka in koor'tiihation with &her agencies 
~iigag6tl ifi fur81 de~dibfirilC!fit where$& n@cessaty. 

(2) In particular, and without prejudice to the generality of the 
fdfepoing pbwcS:uiei, tho ~6rrlmi~6idb LBjr t5h6 such other steps as it 

t ~ i f i k  kt,- 
(&) t b  flab gild ofg'dnise trziifiihg of! persods employed or 

desirous of seeking employment in khadi and village industries; 

(li) ta rjuifa tlfj FeS6rtrPs tit fatv hiaterials dna implements 
and supply them to pdr"86ns efigaged ur hkeiy to be engaged in 
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production of handspun y a q  LOT F$$di! QC gi1,lage ipdustries at 
such rates as the Commission may decide; 

., . . . .  . , . .  . ,  , 

(c) to encourage., and assist in the creation of corpmon ser- 
vice facilities for the'!processing df raw materials or semi-finished 
goods and f.or otherwise facilitating p ~ o c j g ~ t l o n ~ ~ n d  marketing 
of khadi. ar  p r sdu~~t s  of v i l l ae  iqdugt~ies; 

(d) to promote the sale and marketing of khadi o i  products 
pf village industrie~, pr l?andicrafts and tor this purpose forge 
links with established marketing agencies wherever , necessary 
and feasible; 

(e) 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 ine~easing 
productivity, eliminating drudgery and otherwise enhan'efng' their 
competitive capacity and to arrange for dissemination of salient 
results obtained from such research; 

( f )  to  undertake directly or through other agcilcies sludies 
of the problems of khadi or village industries; 

(g) to provide financial assistance to instjtutions 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 derqand in the 
opinion of the Commission; 

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

(i) to establish and paiqtain separate organisations for the 
pvrpose of carrying out any or all of the above qatters;  , > 

(j) to promote and encourage cooperative efforts among the 
manufacturers of khadi or persons engaged in village hdustries; 

(k) to ensure genuineness and 'to set up standards of 
quality and ensure that products of khadi, and village industries 
60 conform to the said standards, including issue of certificates 
or letters of recognition to the concerned persons; and 

(I) to carry out any other matters incidental to the above.". 

10. In  section 17A of the principal Act, for the words "or the develop 
ment of village industries", the words "the development of village indus- 
tries or  the development of khadi and village industries" shall: be sub- 
stituted. 

91. I n  section 18 of the principal Act, for sub-secti'ons (I), ( IA)  and 
( I B ) ,  the following sub-sections shall be substituted, namely:- 

" ( I )  The Commission shall have three separate funds to be 
~ d e d  the khadi fund. the village industries fund and the general 
and mjscellaneo~s fund. 
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(ZA)   here shall be credited,- 

(a) to the khadi fund, all sums received by the Commission 
for the purposes relating to khadi; 

(b) to the village industries fund, all sums received by the 
Commission for the purposes relating to village industries and 
products of handicrafts; 

(c) to the general and miscellaneous fund, all other sums 
received by the Commission: 

Provided that if the amount available in any of the said funds is 
in excess of the requirements of that fund and the amount available 
in any other of the said funds is insufficient to meet the requirements 
of that fund, the Commission may, with the previous approval of 
the Central Government, transfer from the first mentioned fund the 
excess amount or such part thereof as inay be necessary to the other 
fund. 

E:~~Tanation.-For the purpose of computing the amount in m y  
of the said funds, the amouilt received under section 17A shall not be 

taken into account. 

(IB) The sums credited under sub-section (I) ,- 

(a)  to the khadi fund, shall be applied for the purposes 
relating to khadi; 

(b )  to the village industries fund, shall be applead for the 
purposes relating to village industries and products of handi- 
crafts; 

(c) to the general and miscellaneous fund, shall be applier! 
for the purposes relating to khadi and village industries and for 
meeting the salary, allowances and other remuneration of the 
members, officers and other employees of the Commission and. 
other administrative expenses of the Commission.". 

312. In section 19A of the principal Act, in sub-section (I),  for t.be 
words "two funds", the words "three funds" shall be substituted. 

83. In section 20 of the principal Act,-- 

(a) in sub-section (I) ,- 

(i) for the words "two separate budgets", the xords "three 
separate budgets" shall be substituted; 

. - .  
(ii) for the words "and the village industries budget", the 

words ", the v;il!age industries budget and the general and mis- 
cellaneous budget" shall be ~ubst~ituted; 

(iii) for the words "and village industries respectively", the 
words ", village industries and products of handicrafts ahd khadi 

and village industries respectively" shall be substituted; 
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, , (b) for subsection ( 3 ) ,  the following sub-section shall be subs- 
tituted, namely:- 

'(3) The Commission may within the respective limits of 
the khadi budget, the village industries budget and the general 
and miscellaneous budget, sanction any reappropriation from one 

head of expenditure to another or from a provision made for one 
scheme toethat in respect of another, but subject to the proviso 
to sub-section ( I )  of section 18, in no case shall a reappropriation 
of fund be made from one budget to any of the other two 
budgets: 

Provided that no reappropriation from the head "Loan" to 
any other head of expenditure and vice versa in any of the 
budgets shall be sanctioned by the Commission, except with the 
previous approval of the Central Government.'; 

(c) in sub-section (4), for the words "either budget", the words 
"the budget" shall be substituted. 

14. In section 26 of the principal Act,- Amend- 
ment of 

(a) in subsection (2) ,- section 26. 

(i) for clause (a), the following clause shall be substituted, 
namely: - 

" ( a )  the manner of filling casual vacancies among the 
members of the Commission and the terms and conditions of 
service of the chairman, the Chief Executive Officer, the 
Financial Adviser and other members of the Commission 
including the salary and allowances to be paid to them and 
the travelling and daily allowances to be drawn by them , 

when they are on tour;"; 

(ii) in clause (b), the words "the disqualifications for mem- 
bership of the Commission and" shall be omitted; 

(iii) clause (cc) and clause (d) shall be omitted; 

(b )  sub-section (3) shall be omitted. 

15. In section 27 of the principal Act,- Amendment 
of sec- 

(a\ in ~ub-section (Z), in clauses (a) and (c). for the words tion 27. 
"the Secretary", the words "the Chief Executive Officer" shall be 
substituted; and 

(b) after sub-section (2), the following sub-section shall be  
inserted and shall be deemed always to have been inserted, namely:- 

/ 

" (2A) The power to make regula'tions under this sectiolz wjth 
respect to the terms and conditions of service and the scales of 
pay and pension to be paid to the employees of the Commission 
shall include the power to give retrospective effect from a date 
not earlier than the commencement of this Act, to such regula- 
tions or any of them but no retrospective effect shall be given 
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to* any s w h  regulation so as  to prejudidally affeat ~~ interest 
of any person %o whom such regulation may ba applip.akkJ?'. 
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16. rn -the $rfneip&l A&, after ,:.seatiani%7,.:t,l1e follb,wipg section shall 
.. . be inserted, namely: - . .  . 

' .  .* , 
, .  

, # . .  . 

. .  . . . . . .  + . . .. . . 
. :  !:. > , $  , , , . .  - , >  .. ..,.. -... . . 

'$28. E v e ~ y ~ r u l e  and every regulati'on .made-,under this-Act shall 
be laid, as soon -as may be aAei if is .mad.ej befoye each :-House of 
Paaliam.ent, while it is in session; for, a t o t ~ 1  pegiod of thirty days 
which may be o~rnprised in one sessiori 01.- in twd or more succes- 
sive sessions, and if, before the expiry of the session Immediately 
folloyyiqg the session or the successive sessions aforesaid, both 
Housg g r e e  in making any qa'd3'ficatiok, i n  t h e  rulg or regulation 
or bdth ~ o u s e ~  <.re6 t h a t  the:rqle or ~eguiatibh'should notibe made, 
the rule or regulatioh shall therle&!ter have effect bnly in;guch modi- 
fied form or be of no effect, as the case.may be; do, however, that any 
such modificstion or anpulmep$ shall be w i t j p ~ t  :p$-e~udice to the 
validity of anything previously dpne u n d ~ r  that .rule or mg4atipn.". 

17. ;'n the Schedule to the prin~ipal &t, .,far the heading '"see 
sections 2(h) and 3 ( 1 ) ] " ,  the heading "[See  section 2(h)]" shall be 
substituted. 


