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Madhya Pradesh Khadi Tatha Gramodyog Adhiniyam, 1978
16 of 1978

An Act to provide for the properorganisation, development and
regulation of 1[Khadi and Village Industries] in Madhya Pradesh. Be
it enacted by the Madhya Pradesh Legislature in the Twenty-ninth
Year of the Republic of India as follows :-- 1. Substituted by M.P.
Act No. 25 of 1979 (w.e.f. 22-6-1979). 2. Received the assent of
the Governor on 28-5-1978, assent first published in the Madhya
Pradesh Gazette (Extraordinary), dated 12-6-1978.

CHAPTER 1
PRELIMINARY

1. Short Title, Extent And Commencement :-

(1) This Act may be called the Madhya Pradesh 1[Khadi Tatha
Gramodyog] Adhiniyam, 1978.

(2) It extends to the whole of Madhya Pradesh.

(3) It shall come into force on such date as the State Government
may, by notification, appoint.

1. Substituted by M.P. Act No. 25 of 1979 (w.e.f. 22-6-1979).

2. Definitions :-

In this Act, unless the context otherwise requires--

(1) "Board" means the Madhya Pradesh 1[Khadi and Gramodyog
Board] established under Section 4;

(2) "Commission" means the Khadi and Village Industries
Commission established under the Khadi and Village Industries
Commission Act, 1956 (No. 61 of 1956);

(3) "Khadi" means any cloth woven on handlooms in India from
cotton, silk or woollen yarn hand spun in India or from a mixture of
any two or all of such yarn and is certified as such by the
Commission or any other body established or recognised in its place
by the Central or State Government;



(4) "Member" includes Chairman 1[and Vice-Chairman];

(5) "Regulations" means regulations made by the Board under this
Act;

(6) "Village industries" means all or any of the industries for the
time being specified in the Schedule.

1. Substituted by M.P. Act No. 25 of 1979 (w.e.f. 22-6-1979).

3. Power To Add To Schedule :-

T h e State Government may, on its own motion or on the
recommendation of the Board, declare, by notification, any other
industry to be village industry to which this Act applies, and
thereupon the industry so declared shall stand specified in the
Schedule for the purpose of this Act.

CHAPTER 2
ESTABLISHMENT AND CONSTITUTION OF THE BOARD

4. Incorporation Of Board :-

(1) With effect from such date as the State Government may, by
notification, appoint in this behalf there shall be established for the
purposes of this Act, a Board by the name of the Madhya Pradesh
[Khadi and Gramodyog Board].

(2) The Board shall be a body corporate by the name aforesaid
having perpetual succession and a common seal with power,
subject to the provisions of this Act, to acquire, hold and dispose of
property, both movable and immovable, and to contract, and shall
by the said name sue or be sued.

5. Constitution Of Board :-

(1) The Board shall consist of the following namely :--

(a) the Chairman to be appointed by the State Government;

1[(a-i) the Vice-Chairman to be appointed by the State
Government; ]

(b) two members to be appointed by the State Government to
represent respectively :--

(i) the Commerce and Industries Department, Government of
Madhya Pradesh;

(ii) the Finance Department, Government of Madhya Pradesh;

(c) the Director representing the State on the Khadi and Village
Industries Commission;

(d) the Director of Handloom, Madhya Pradesh;



(e) two members to be appointed by the State Government from
amongst those who are President of Societies and Institutions
relating to village industries in the State;

(f) two members to be appointed by the State Government from
amongst persons who, in the opinion of the State Government, are
experts in the field of village industries.

(2) The Managing Director shall be ex officio member of the Board.
(3) The term of office of the members appointed by the State
Government and the manner of filling vacancies and the procedure
to be followed in the discharge of their functions by the members
shall be such as may be prescribed.

(4) No act or proceeding of the Board or any committee appointed
by it under Section 8 shall be invalidated merely by reasons of--

(a) any vacancy in, or any defect in the constitution of the Board or
such committee; or

(b) any defect in the appointment of a person acting as a member
of the Board or such committee; or

(c) any irregularity in the procedure of the Board or such committee
not affecting the merits of the case.

1. Inserted by M.P. Act No. 28 of 1981 (w.e.f. 2-6-1981).

6. Allowances To Members Of Board, Etc. :-

The members of the Board and the Committee may be paid such
allowances for attending to the work of the Board and the
committee, as the case may be, as may be provided by regulations.

7. Managing Director And Officers Of The Board And Other
Staff :-

(1) The State Government shall appoint a Managing Directorwho
shall exercise such powers and perform such duties as may be
prescribed or as may be delegated to him by the Board.

(2) The Managing Director shall be entitled to such salaries and
allowances and such conditions of service in respect of leave,
pension, provident fund and other matter as may, from time to
time, be fixed by the State Government.

(3) Subject to such control, restrictions and conditions as may be
prescribed, the Board may appoint such other officers and
employees as may be necessary for the efficient performance of its
functions.

(4) The Managing Director and other officers and employees of the
Board shall not undertake any work unconnected with their duties



under this Act except with the permission of the State Government.

8. Committees Of The Board :-

The Board may appoint such committees consisting of such number
of its members as it may deem fit for efficient discharge of its
duties and performance of its functions under this Act.

9. Functions Of Board :-

(1) It shall be the duty of the Board to organise, develop and
regulate village industries.

(2) Without prejudice to the generality of the provisions of sub-
section (1), the Board shall also in particular discharge and perform
all or any of the following duties and functions, namely :--

(a) to start, encourage, assist and carry on village industries and to
carry on trade or business in such industries and in the matters
incidental to such trade or business;

(b) to encourage establishment of co-operative societies for village
industries;

(c) to conduct training centres and to train people thereat or to
arrange for such training at any other institution within or outside
the State of Madhya Pradesh with a view to equipping them with
the necessary knowledge for starting or carrying on village
industry;

(d) (i) to manufacture tools and implements required for carrying
on village industries and to manufacture the products of such
industries;

(ii) to arrange for the supply of raw materials and tools and
equipments required for the said purpose; and

(iii) to sell and to arrange for the some of the products of the said
industries;

(e) to arrange for publicity and popularisation of finished products
of village industries by opening stores, shops, emporia or
exhibitions and to take suitable measures for the purpose;

(f) to endeavour, to educate public opinion in favour of such
industries and to impress upon the public the advantages of
patronising products thereof;

(g) to seek and obtain advice and guidance of experts in village
industries;

(h) to undertake surveys, collect statistics and to undertake all
work incidental to the proper planning of village industries;

(i) to participate in regional and all India meetings, conferences or



exhibitions of village industries and to organise such meetings,
conferences or exhibitions in the State;

(j) to carry on such other activities as are incidental and conducive
to the objects of this Act; and

(k) to discharge such other duties and to perform such other
functions as may be prescribed or as the State Government may
direct for the purpose of carrying out the objects of this Act.

10. General Powers Of Board :-

The Board shall, for the purpose of discharging the duties and
performing the functions imposed and conferred upon it by or
under this Act, have the following powers, namely :--

(i) to acquire and hold such movable and immovable property as it
deems necessary and to lease, sell or otherwise transfer any such
property :

Provided that in the case of immovable property exceeding fifty
thousand rupees in value, the aforesaid power shall be exercised
with the previous sanction of the State Government except in the
case of acquisition by gift or grant;

(ii) to incur expenditure and to undertake programmes including
works in any area in the State for the framing and execution of
such schemes as it may consider necessary for the purpose of
carrying out the provisions of this Act or as may be entrusted to it
by the State Government, subject to the provisions of this Act and
the rules made thereunder.

11. Power To Make Contracts :-

(1) The Board may enter into and perform all such contracts as it
may consider necessary or expedient for carrying out any of the
purposes of this Act.

(2) Every contract shall be made on behalf of the Board by the
Managing Director appointed under Section 7.

(3) Every contract made on behalf of the Board shall, subject to the
provisions of this section, be entered into in such manner and form
as may be prescribed.

(4) A contract not executed in accordance with the provisions of
this section and the rules made thereunder in this behalf shall not
be binding on the Board.

12. Resignation By Members And Its Acceptance :-



(1) Any member appointed under clause (e) or clause (f) of sub-
section (1) of Section 5 may, at any time resign his office by
submitting his resignation signed and addressed to the Chairman of
the Board.

(2) No resignation submitted under sub-section (1) shall take effect
until it is accepted by the Chairman.

12A. District Committees :-

1[(1) There shall be constituted a District Committee in each district consisting of
such number of persons as may be prescribed.

(2) Every district committee shall exercise such powers and perform such functions
as may be entrusted to it by the Board.

(3) Every district committee shall follow such procedure as the Board, by
regulations, provide.]

1. Inserted by M.P. Act No. 25 of 1979 (w.e.f. 22-6-1979).

CHAPTER 3
PREPARATION AND SUBMISSION OF PROGRAMME

13. Preparation And Submission Of Programme :-

(1) In each year upto such date as may be fixed by the State
Government, the Board shall prepare and submit to the State
Government a programme of work for the ensuing financial year
separately describing the features of the schemes and the amounts
involved concerning routine administration, programmes proposed
to be executed through bank, with the assistance of the money to
be received from the State Government and the Commission.

(2) The programme shall contain--

(a) particulars of the scheme which the Board proposes to execute
whether in part or whole during the next year;

( b) particulars of any work or undertaking which the Board
proposes to organise during the next year for the purpose of
carrying out its functions under this Act, and

(c) such other particulars as may be prescribed.

14. Sanction Of Programme :-

The State Government may approve the programme submitted by
the Board subject to such modification as may be considered
necessary.

CHAPTER 4
FINANCE, ACCOUNTS, AUDIT AND DEBTS

15. Constitution Of Fund Of Board :-



(1) The Board shall have and maintain its own fund, and all
receipts of the Board shall be credited thereto and all payments by
the Board shall be made there from.

(2) The Board may accept subventions, donations and gifts from
the Central or State Government or a localauthority or any
individual of body, whether incorporated or not, for all or any of the
purposes of this Act.

(3) The fund of the Board shall be applied by it for meeting all
administrative expenses of the Board and for carrying out the
purposes of this Act.

(4) All moneys forming part of the fund of the Board shall be
deposited in such manner as the State Government may, by a
special or general order, direct.

(5) The account shall be operated upon by such officer jointly or
individually as may be authorised by the Board.

16. Application Of Fund :-

The fund and other assets of the Board shall be held and applied by
it, subject to the provisions and for the purposes of this Act.

17. Preparation Of Annual Statement Of Income And
Expenditure :-

(1) The Board shall by such date in each year as may be fixed by
the State Government, prepare and submit to the State
Government the budget for the next financial year showing the
estimated receipts and expenditure.

(2) The State Government may sanction the budget as submitted
to it with or without modifications as it deems proper.

(3) The Board after consultation of the State Government or
financing banks or commission may re-appropriate such amounts as
may be necessary for one scheme to another and within sub-heads
or minor heads subject to the condition that the cost of any scheme
as originally sanctioned shall not exceed by more than thirty-three
and one-third per cent.

(4) The Board may submit a supplementary budget for sanction of
the State Government in such form and by such date as may be
prescribed.

18. Annual Report :-



(1) The Board shall prepare and forward to the State Government
in such manner as may be prescribed an annual report within three
months from the end of the financial year giving a complete
account of its activities during the previous financial year.

(2) The report received by the State Government under sub-section
(1) shall be laid on the table of the Madhya Pradesh Legislative
Assembly as soon as may be after it isreceived by the State
Government.

19. Accounts And Audit :-

(1) The Board shall cause to be maintained proper books of
accounts and such other books as the rules may require and shall
prepare in accordance with the rules an annual statement of
account.

(2) The Board shall cause its accounts to be audited annually by
such person as the State Government may direct.

(3) As soon as the accounts of the Board have been audited, the
Board shall send a copy thereof together with a copy of the report
of the auditor and the comments of the Board thereon to the State
Government.

(4) The Board shallcomply with such directions as the State
Government may think fit to issue after perusal of the report of the
auditor and the comments of the Board thereof.

20. Other Statements And Returns :-

T he Board shall also submit to the State Government such
statistics, returns, particulars or statements at such time and in
such form and manner as may be prescribed or as the State
Government may, from time to time direct.

21. Transfer Of Property :-

The State Government may transfer to the Board buildings, land or
any other property whether movable or immovable, for use and
management by the Board on such conditions and subject to such
limitations as the State Government may deem fit for the purposes
of this Act.

CHAPTER 5
MISCELLANEOUS

22. Delegation Of Powers And Functions Of Board :-



Subject to such restrictions and conditions as may be prescribed,
the Board may, by order in writing, delegate any of its powers and
functions, except those under Section 29, to the 1 [Chairman, Vice-
Chairman, Managing Director or other officers of the Board or the
District Committees constituted under Section 12-A.]

1. Substituted by M.P. Act No. 28 of 1981 (w.e.f. 2-6-1981).

23. Appointment Of Financial Advisor :-

(1) The State Government shall appoint such person not beinga
member of the Board to be the Financial Advisor.

(2) The terms and conditions of service of the Financial Advisor
shall be such as may be prescribed.

24. Recovery Of Arrears :-

Any sum due to the Board under this Act which is not paid when it
becomes due shall, on an application made in the form prescribed
in this behalf by the Board, to the Collector be recovered by him
according to law and under the rules for the time being in force for
the recovery of arrears of land revenue.

25. Act Not To Apply To Scheduled Industries :-

Nothing in this Act shall apply to any industry declared to be a
scheduled industry under the Industries (Development and
Regulation) Act, 1951 (No. 65 of 1951), or to affect any of the
provisions of the said Act.

26. Officers And Employees Of Board To Be Public Servants

Every Officer or employee of the Board shall, when acting or
purporting to act in pursuance of the provisions of this Act or of any
rule or regulation made thereunder, be deemed to be a public
servant within the meaning of Section 21 of the Indian Penal Code
(No. 45 of 1860).

27. Protection Of Action Taken Under The Act :-

No suit, prosecution or other legal proceeding shall lie against the
Board or any member, officer or other employee of the Board or
Committee for anything which is in good faith done or intended to
be done in pursuance of this Act or of any rule or regulation made



thereunder.

28. Power Of State Government To Make Rules :-

(1) The State Government may, by notification, make rules for
carrying out the purposes of this Act.

(2) In particular and without prejudice to the generality of the
foregoing power, such rules may provide for all or any of the
following matters, namely :--

(a) the term of office of members appointed by the State
Government, the manner of filling vacancies and the procedure to
be followed in the discharge of function by members;

(b) the powers which may be exercised and the duties which shall
be performed by the Managing Director;

(c) the duties which may be exercised and the duties which shall be
performed by the Board;

(d) the circumstances in which and the authority by which a
member may be removed;

(e) the holding of a minimum number of meetings of the Board
every year;

(f) the procedure to be followed at the meetings of the Board for
the conduct of business and the number of members which shall
form a quorum at a meeting;

(g) the maintenance by the Board of records of business transacted
by the Board and the submission of copies thereof to the State
Government;

(h) the powers of the Board, 1[its Chairman and Vice-Chairman]
and committees of the Board with respectto the incurring of
expenditure;

(i) the manner and form in which contract shall be entered into;
2[(ii) the number of member of District Committee; ]

(j) the particulars which a programme of work shall contain;

(k) the form in which and the date by which the supplementary
budget shall be submitted by the Board to the State Government;
(I) the manner in which annual report shall be prepared and
forwarded to the State Government;

(m) the books of accounts which shall be maintained by the Board;
(n) the manner in which annual statement of accounts shall be
prepared;

(o) the form and manner in which and the time by which statistics
returns, particulars or statements shall be submitted;

(p) restrictions and conditions subject to which the Board may



delegate its powers and functions to thel [Chairman, Vice-
Chairman, Managing Director] or officers of the Board;

(q) the term and conditions of service of Financial Advisor;

(r) the form in which application for recovery of arrears shall be
made to the Collector;

(s) any other matter which has to be, or may be prescribed by or
provided for by rules under this Act.

(3) All rules made under this Act shall be laid on the table of the
Legislative Assembly.

1. Substituted by MP. Act No. 28 of 1981 (w.e.f. 2-6-1981).

2. Inserted by MP. Act No. 25 of 1981 (w.e.f. 22-6-1979).

29. Power To Make Regulations :-

(1) The Board may make regulations not inconsistent with this Act
and the rules made thereunder for enabling it to discharge its
functions under this Act.

(2) Without prejudice to the generality of the foregoing power,
such regulations may provide for all or any of the following matters,
namely :--

(a) the procedure to be followed at meetings of the Committees
appointed by the Board and the number of members which shall
form a quorum at a meeting;

(b) the allowance to be paid to the members of the Board and the
Committee for attending the work of the Board or Committee;

(c) the pay and allowances and leave and other conditions of
service of officers (other than those appointed by the State
Government) and other employees of the Board;

(d) the maintenance of the accounts of the Board;

(e) the maintenance of the registers and other records of the Board
and its various committees;

(f) the persons by whom, and the manner in which, payments,
deposits and investments may be made on behalf of the Board.

(3) No regulation made by the Board shall have effect until it has
been approved by the State Government and published in the
Gazette, and the State Government, in approving a regulation may
make any change therein which appears to it to be necessary.

(4) The State Government may, by notification, cancel any
regulation which it has approved and, thereupon, the regulation
shall cease to have effect.

29A. Dissolution Of Board :-



1[(1) The State Government if it considers it expedient or necessary soto do in the
public interest may, by notification, direct that the Board shall be dissolved from
such date as may be specified in the notification and thereupon the Board shall be
deemed to be dissolved accordingly.

(2) On and from the said date--

(a) all properties, funds and the dues which are vested in or realizable by the
Board shall vest in and be realised by the State Government;

(b) all rights, obligations and liabilities (including any liabilities under any contract)
of the Board shall become the rights, obligations and liabilities of the State
Government;

(c) all members shall vacate their offices as members of the Board.]

1. Inserted by M.P. Act No. 25 of 1979 (w.e.f. 22-6-1979).

30. Repeal And Savings :-

As from the date appointed under sub-section (1) of Section 4, the
following consequences shall ensue, namely :--

(a) the Madhya Pradesh Khadi and Village Industries Act, 1959 (No.
2 of 1960), shall stand repealed;

(b) the Madhya Pradesh Khadi and Village IndustriesBoard
constituted under the repealed Act shall stand dissolved;

(c) all assets and liabilities of the Board referred to in clause (a)
shall belong to and be deemed to be the assets and liabilities of the
Board constituted under Section 4.

(d) all employees belonging to and under the control of the Board
referred to in clause (a) shall be deemed to be the employees of
the Board established under Section 4;

(e) all records and papers belonging to the Board referred to in
clause (a) shall vest in and be transferred to the Board established
under Section 4;

(f) the provisions of Sections 10 and 25 of the Madhya Pradesh
General Clauses Act, 1957 (No. 3 of 1958), shall apply torepeal
under clause (a) in respect matters not provided herein.

SCHEDULE 1

SCHEDULE I

[See Section 2(5)]

1. Khadi (Cotton, Woollen and Silk).
. Paddy, pulses and processing units.
. Village Oil Industry.

. Leather Industry.

. Hand-made Matches.

. Gur Khandsari.

. Tad Gur and Tar Beverages.

. Non-edible Oil and Soap Industry.
. Hand-made paper.

10. Pottery.

11. Fiber Industry.
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12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

Blacksmithy and Carpentry.

Honey and Bee-keeping.

Lime.

Gobar Gas.

Fruit preservation and canning.
Bamboo and cane.

Aluminium and Household utensils.
Integrated development programme.
Lac Industry.

Katha Industry.

Forest produce and collection of herbs.



