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Sir,
Kindly refer to the
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1. Background  
 

The Khadi sector has traditionally depended on subsidies (Interest Subsidy Eligibility Certificate) 

and Market Development Assistance (MDA) for its activities. In order to make the sector self-

sustainable, it was envisaged that under KRDP, reforms would be introduced for rationalizing 

the financial assistance through gradual phasing out of subsidies. It was envisioned that the 

through better and improved products, along with sales at market linked prices shall generate 

profit / surplus, which could be utilised for making the Khadi Institutiosn and the sector self 

sustainable over a period of time. For this, interventions such as market linked pricing, benefit 

chart, MMDA (Modified MDA) and MPDA (Market Promotion and Development Assistance) 

were introduced as part of KRDP. All these intervention are inter-linked and suitably 

complement each other. 

2. Policy Interventions - MMDA and MPDA 
 

The first key step towards the phasing out of production incentive was initiated in 2011, as part 

of second tranche policy action of KRDP, with the formulation of the Modified MDA (MMDA) 

plan which focused on providing MDA support on only those products that required it. This was 

further strengthened and formalized with the introduction of the Market Promotion and 

Development Assistance (MPDA) in 2016 which was issued by MSME and aimed at 

rationalization of financial assistance and gradual withdrawal of subsidy and market 

segmentation of Khadi and Village Industry products for effective pricing to be sold at 

premium leading to reduced reliance on Government subsidy. It is a unified scheme, 

formulated by merging different schemes/ sub- schemes/ components of different Heads 

namely (a) Market Development Assistance (b) Publicity  (c) Market promotion and 

Infrastructure. Some of the key aims for MPDA include the following: 

(a) Rationalization of financial assistance and gradual withdrawal of subsidy 

(b) Market segmentation of Khadi and Village Industry products for effective pricing to be sold at 

premium leading to reduced reliance on Government subsidy 

(c) Strengthening of marketing network, and opportunities in domestic and International markets 

to Khadi and Village Industry units by organizing and participating in exhibitions, provide 

publicity of the schemes, quality products of KVI sector and creation of demand poo.l 

(d) Incentives to be given to other Artisans and Karyakartas 

(e) Infrastructure development by setting up of Khadi Plaza. 

 

Details on the MPDA guidelines is provided at Annexure. 

3. Implementation of MPDA 
Considering the traditional nature of the sector, implementing large scale reforms such as 

phasing out of production incentive is a challenging task. While the guideline for MPDA was 

issued in the last quarter of 2016, there were no major activities undertaken apart from the 

phasing out of financial assistance available for products under Rate Contract as the first step. 
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The impact of this phasing out of support for products sold under Rate Contract is covered in 

subsequent sections. 

The informal consultations done by the State Offices, indicated the following key reasons for 

non-adoption of the guidelines by KIs. 

a) Many of the Khadi Institutions did not implement the Market Linked Pricing and hence were 
not ready to undertake market segmentation to differentiate products to be sold at market 
potential prices and generate surplus 

b) Many of the Khadi Institutions expressed that sustainability without government subsidies 
shall be  challenging and hence did not wish to part away from the financial benefits from 
the government  

KVIC initiated formal orientation, awareness building and consultations with KIs at zonal level. 

Discussion on MPDA plans were part of these larger KRDP consultation meetings. Following 

consultation workshops were conducted.  

Zone Location Date 

East Kolkata 21.12.2016 

West Ahmedabad 28.02.2017 

South Tiruppur 21.04.2017 

Central Lucknow 26.04.2017 

North Delhi 01.05.2017 

East Kolkata 12.05.2017 

 

Some of the photographs of the workshop conducted in Gujarat, Tamil Nadu and West Bengal 

is provided below respectively. Some of the photographs of the awareness workshops. 
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Further, to give more impetus to field level initiatives, a circular was issued by KVIC on 26 

March 2017 for the phasing out of production incentives and assess the impact of sale of the 

Khadi products and the same is provided as Annexure. The circular directed the state and 

divisional directors to identify five premium products in each KIs which can be sold at market 

price and generate surplus. The state offices are in consultation with the KIs and in the process 

of finalization of the products.  
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Subsequently another circular has been issued on 01 November 2017, wherein the target vision 

of Khadi sales of INR 160,000 million by 2021-22 has been shared with key stakeholders. The 

circular recommends state office to encouraging individual, entrepreneurs, companies, NGO 

and SHGs to take up Khadi production and sales on commercially profit generating 

entrepreneur model which can stand on its own strength without any subsidy from the 

government. A copy of the circular is attached in the Annexure. 

3. Impact Assessment on Sales 
 

Though the MPDA implementation at the KI level has seen a low participation, it has been 

actively being implemented by KVIC under the Rate Contact. As part of the MPDA guidelines, 

production of Khadi and Polyvastara products, for the purpose of Government supply under the 

rate contract were phased out of MMDA. An assessment for the period between April 2017 to 

September 2017 indicates that orders worth USD 4.02 mn were executed by KVIC which was 

58% more than the same period last year. Some of the product items which saw a major surge 

in the sales despite out of MDA, includes Dosuti Bleached, Duster, Bunting Cloth Green, long 

and sponge cloth bleached. There was a short fall in some of the products as well including 

Dosuti Blue and Bunting cloth red. Given the significant increase in sales, it may be considered 

that there has been no major impact on the withdrawal of MDA on certain category of products. 

The details of growth / decrease in sales of products is provided in the Annexure. 

 

The production activities for most of the items under Rate Contract is linked to the orders 

received from the institutional buyers. Due to certainty in the sales happening provided the 

products meet minimum quality, effect of removal of financial assistance from such sales is not 

a good indication of the effectiveness of the phasing out of production incentive. The buoyed 

sales from institutional buyers can also be attributed to greater political support and push on 

adoption of khadi and village industry products by Central Public Sector Units.  

 

However, it must be appreciated that the removal of financial assistance from such products 

would make the production process more efficient and quality conscious. In absence of support 

available under MDA, the KIs have to agree the price and quality based on their own production 

cost.  

 

KVIC has already initiated the process for identifying retail products sold to consumers which 

could be removed from the MDA list with a circular to identify such products at each KI level. 

4. Way Forward 

Implementation of MPDA is still in nascent stage. To increase the pace and effectiveness of the 

implementation the following may be considered going forward. 

1. Promoting market linked pricing – Lack of implementation of market linked pricing, and 

subsequently its effect in generation of surplus, is found to be one of the key constraint for 

moving towards phasing out of financial assistance. KIs need to be encouraged to practice 
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market-linked pricing instead of the conventional pricing based on Cost Chart. Additional 

state-level workshops are planned to be conducted to acquaint them with the concept of 

market-linked pricing, and its benefits across the value chain.  

 

2. Active implementation by Khadi Institutions –The success of this scheme will depend 

on the active implementation by the Khadi Institutions and hence KVIC shall be making 

efforts to increase this coverage significantly. The KIs need to be oriented to identify and 

produce premium products and subsequently make surplus and be self-sustainable in 

nature.  

 

3.  Capacity Building of KIs – There shall be an immense need of Khadi Institutions to 

build their capacities in terms of product line, production processes and value chain. Hence 

capacity building exercises are being planned and implemented through the state offices. 

 

4. Strengthening of compliance, reporting and monitoring processes – Proper 

monitoring and reporting systems is needed to assess the effectiveness. The functionalities 

developed under KI MIS and MDA system are supporting KVIC in carrying out such 

monitoring. 

 

5. Reward and Recognition - Incentives and awards are being planned for well performing 

KIs. The success stories shall be promoted and shared at various platforms. This shall 

encourage participation and contribute towards the overall growth of the sector. 
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Annexure 1 - Letter from KVIC to State office in March 2017 
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Annexure 2 – Letter from KVIC to State office in November 2017 
 

 

 

Annexure 3 – Impact of sales on PI implementation on RC 
COMPARATIVE STATEMENT OF ORDER EXECUTED TO RAILWAY OF R.C. ITEMS FOR THE PERIOD FROM 

2016-17 AND 2017-18 (APRIL TO SEPT)          

All figures in INR million 

SN Items Orders Executed in 
2016-17  

 (April 16 to Sept 16) 

Orders Executed in 
2017-18  

(April 17 to Sept 17) 

Growth 

1 Bunting cloth Green 0.13 0.37 183% 

2 Bunting cloth Red 2.79 0.00 -100% 

3 Dosuti Blue 5.58 3.53 -37% 

4 Dosuti Bleached 0.42 7.21 1612% 

5 Dosuti M Khaki 0.00 0.00 NA 
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6 Dosuti N.Red 0.00 0.76 NA 

7 Dungry Blue 25.76 36.20 41% 

8 Dungry Bleached 31.81 49.58 56% 

9 Duster 30x30 cms 12.27 32.64 166% 

10 Duster 51x46 cms 18.93 31.67 67% 

11 Duster 61x61 cms 29.84 47.98 61% 

12 F.H.Signal Green 2.65 2.97 12% 

13 F.H.Signal Red 2.30 3.28 43% 

14 H.C.Towel 91x61 cms 0.97 1.85 90% 

15 H.C.Towel 152x60 cms 0.13 0.00 -100% 

16 H.C.Towel 60X40 cms 0.00 0.00 NA 

17 
H.C.Towel Color152x60 
cms 0.00 0.00 

NA 

18 Long Cloth Bleached 17.37 26.40 52% 

19 Long Cloth Blue 1.06 0.00 -100% 

20 Pugree Bleached 0.00 0.00 NA 

21 Pugree Red  0.00 7.32 NA 

22 Sheeting Cloth  12.22 7.13 -42% 

23 Sponge Cloth 50x45 cms 1.51 2.26 50% 

24 Sponge Cloth 56x56 cms 0.00 0.00  NA 

25 Polyvastra Suiting (White) 0.00 0.00 NA 

26 Polyvastra Suiting (Color) 0.00 0.00 NA  

Total Value 165.7 261.1 58% 
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Annexure – 4 (MPDA Guideline) 
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All Directors,
StatelD ivisional Offices,
Khadi and V.I. Commission.

Date: 28.10.2011
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Sub : Implernentation of tenefit chart regardilg
Sir,

Your kind attention is invitecl to the letter No.RIDA(RDPA4LP-BCi3'd tanchel2}Tl

2016-T7 dated 26.03.2011 (digital ID No:59265 and 59267 dated 31.03.2011) on the subject

of identifying at least 5 premium products which should be sold without any subsidy. It is
understood that many KIs have abeady started selling a feu, products at marked linked

prices.

2. It was proposed that KIs would identify preuritur products/high value products and

the sales of these identified products would be at market linked prices i.e. without any

subsidy on the product provided by the Government. l|re basic idea of selling the prernium

products at the market demanded price is that KIs can have more surplus money in their

hands for developing their production and sales infrastructure. The part of surplus earned on

the selling of premium products at the market price can also be shared to the khadi artisans.

3, Therefore, all the State/Divisional Directors are, requested to convene a meeting of
Khadi institutions and discuss with thern fur identiff ing initially few selected premium

products for selling at the market price. The StatelDivisional Directors are also requested to

adhere to the following time lines :

The contents of this letter ma;' be brought to the knowledge of allKIs.

This is issued with the approval of competent authority.

Dy. Ch GUD)

rrrrfq?T, 3 {"ri lrs, ffi qrd (qqrfuff), qit$ yo" o.1q

Gramcdaya, 3, lrle Road, Vile Parle (W), Mumbai-400056

T el. 022-267 1 4320 I 22125, Telefax: A22'267 1 1 593

Emaii: rid@kvic,gcv.in Website: www.kvic.org.in

D Completion of discussion with KIs 30t'' November 2017

ii) Identification of premium products/high value products for

selling at market rate

31" December 20ll

iii) Formulation of
without subsidy

strategy for selling the premium products 31" March 2018

iv) Start selling the premium products without sr.lbsicly 1't April2018

Yours faithfully,

*",.';i#*
H&\b{*i.:},.W,ffi-qww
*,;w;*


