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DIRECTORATE OF VILLAGE INDUSTRIES COORIDINATION
OFFICE OF THE COMMISSIONER OF KHAOI ANO VILTAGE INOUSTRIES

Govt. of lndia, Ministry of Micro, Small and Medium Enterprises
'GRAMODAYA",3,!8!A_B9AD, VILE PARLE IWE

No. VIC/V.1. CLUSTER UNDER KRDP/2014-t5/

To

Dt. September 9,70L4

Th e State/D ivis ion al Di rector-l/c/Assista nt Di rector -l/c
State/Divisiona USu b-Offices
Office of the Commissioner for Khadi and Village lndustries

Sub: Funding Guidelines for implementation of V.l. Cluster under KRDP-

ADB clusters- reg.

Sit',

You are well aware that impementation of Cluster Development

Prrgramme under KRDP by utiiizing ADB fund is one 'of the flag-ship

programmes of KVIC. The Directorate of l(RDP has issued guidelines under

Khadi Cluster programme. Now the Funding Guldelines/Scheme for Village

lndustries Cluster Programme under KRDP-ADB Clusters has been formulated

and copy of which is enclosed herewith for information and implementation of
the programme. A Format of application form for lmplementing Agency is also

enclosed herewith.

The above guid.elines supersede the guidelines issued earlier under

Village lndustries for KRDP.

The aforementioned guidelines have been duly approved by the

Competent Authority.

Encl: As above.
Yours faithfully,

Director (V.l.C.)
...2.
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Copy to:

1.

2.

3.
At.
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6.
1

8.

9.

10.

1,1.

12.

Joint Chief Executive Officer, OCKVI, Mumbai: 56.
Deputy Chief Executive Officer (V.1.), OCKVI, Mumbai: 56.
All Zonal Deputy Chief Executive Officers of OCKVI.
Allthe lndustry/Programme Directors, OCKVI, Central Office, Mumbai.
Director (KRDP/RlD), OCKVt, Mumbai: 56.
Consultant (KRDP), OCKVI, Mumbai: 56.
Senior Consultant, PwC, OCKVI, Mumbai: 56.
OSD to Commissioner, OCKVI, Mumbai: 56.
P.A. to FinancialAdviser, OCKVI, Mumbai: 56
Director (Publicity), OCKVI, Mumbai: 56, with a request to publish the
same in the ensuring issue of Jagriti.
Director (DlT), OCKVI, Munrbai: 56 with a request to
the web site of OCKVI at the earliest.
The Secretary of All Khadi and V.l. Board

publish the same in

1
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DIRECTORATE OF VILLAGE INDUSTRIES COORIDINATION
OFFICE OF THE COMMISSIONER OF KHADIAND VILLAGE INDUSTRIES

Govt. of lndia, Ministry of Micro, Small and Medium Enterprises
'GRAMODAYA', 3, IRLA ROAD, VILE PARLE IWESTI. MUMBAI:400 056.
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DI R ECTORATE O F VI LLAG E I N DUSTR I ES COORI DI NATION
OFFICE OF THE COMMISSION€R OF KHADI AND VILLAGE INDUSTRIES

Govt. of rndia, Ministry of Micro, smail and Medium Enterprises,-GIiAI\,1ODA-YA., 
3, IRLA ROAD, VILq ?ARLE tWE5TI, rrauvgal: 4OO 056 (rylAHARASHT8A)

FUNDING GUIDELINES/SCHEME FOR VILLAGE INDUSTRIES CLUSTER PROGRAMML
UNDER KRDP _ ADB CI-USTERS WITH THE FINANCIAL SUPPORT UNDER ADB FUNDS

It:t***+,t,i

1. BACKGROUND:

officer of the Commissioner of Khadi and Viltage lndustries (oCKVl) is one of
the Pioneer Organizations, functioning under the Ministry of Micro, Small and
Medium Enterprises [MSMEJ, Government of lndia, working for the rural
development in the country. The activities under Village lndustries are covered of
Rural Non-Farm Sector and supportive to the Post Harvesting Technology. The main
purpose of the KVI sector is for the upliftment of poor Artisans who are engaged in
their Traditional Activities for their livelihood in rural areas.

2. CLUSTER pEVElOpnnENT PROGRAMwTE:

KRDP - RID Cluster Development Programme under Village lndustries under
'KVi Sector with the financial support of Asian Development Bank Assjstance (ADB) is
one of the Flag-ship prograrnmes of KVI Sector.

VILLAGE INDUSTRY:
a' 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 an artisan or a worker does not exceed Rs. One
Lakh or such other sum ds ma|; by notification in the official Gazette, be
specified from time to tirne br7 the central Government.

b' Provided that any industry specified in the Schedule and located in an area
other than a rural area and recognized as a village industry at any time
befoie the commencement of the Khadi and Village lndustries Commission
(Arnerldment) Act, 1987 shall, notwithstanding anything'contained in the
sub-clause, continue to be i village industry under this Act.

2.1

contd . 2
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c. Provided further that in the case of any industry located in a hilly area, the

provisions of this sub-clause shall have effect as if for the words "One Lakh

Rupees" the words "One Lakh and Fifty Thousand Rupees" had been

substituted.

VILLAGE iNQUSTRY CLUSTER:
Village lndustry Cluster in.the context of the KRDP Scheme refers to a

geographical concentration of minimum 50 to 250 and above beneficiary

families or artisan /micro enterprises, suppliers of raw materials, traders,

service providers, etc. located within one or two Revenue Sub-Divisions in

one or rnore contiguous Distr:ictls.

OBJECTIVES AND HIG HLIG HT_S:

To revitalize traditional Village lndustries thlough strategiE policy reform and

institutional reform and also to develop traditional village iridustries in

various parts of the-country.

To make village industries more competitive with more market driven,

productive, profitable and sustained employment f or village industries

artisans and rural entrepreneurs.

To strengthen the local governance involving all local stake holders and to
build innovated and traditional skills, improved technologies, advanced

procedures, maiket intelligence and new model of Public Private Partner-ship

(PPP) so as to gradually replicate similar models of cluster based regenerated

village industries.

o Sustainability of V.l. quality pr:oducts linking to effectlve marketing needs.

. Covering maximum numbers of Artisans'spread in every part of the village/s

under the Cluster.

contd.""3.."
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Artisan Welfare will be on priority through their greater involvement, for
better remuneration and standardizing their quality of social life, plan for
their bright future, continuance of their interest in taking up the activities of
respective field.

lmproving and standardizing the quality products, improving the economy of
the artisan.

COMPONENTS OF THE SCHEME:
c

mmon Facili
o For processing and manufacture of Grant Component:75%

and
BeneficiarylNGO
contributio n:25%

(for Sclsr/NEZ/
100% Women/ Minorities/

PH/Ex-servicemen/
Flill& Border Area,

the contributioh would be

limited to Ll%l

Village lndustries.

. Common packing, labeling, storing
facilities, etc.

(fhe cost comBonent depends purely as per
DPR of classified clusters)"

a
:

a

Workshed for installing the Commorl
trr1 achinery & Eq u ip m ent.
Testing facilities (La boratory),
enforcing qua lity standard
Maintenance of common
infiastructure as per the need of the
cluSter from time to time.
Raw material bank
Facilities for rnanufacture of Semi-
Finished product,

MAEKET PROMOTTON:
. Opening/renovation of marketing/

sales outlet including the operational
expenditure of the Sales outlet.

r Promoting new marketing strategy
,ossoci?ting and linking with the
reputed marketing outlets such as

Super Markets/ Big-Bazzar/ Reliance/
Star, etc"

100% Grant

contd ... .q.
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i S.No.F--- Component

Computerization/Ba r-coding of sales
outlets.
Participation rn the National and
lnternatienal level promotional
activities of the products.

Sales promotion and advertisement.
(The cost component depends purely as

gr DPR of classified clusters
CT DEVELOPMENT & IGN

INTERVEI

o Development of new design/new
product/value addition to existing
products.

. Associating with design institutes/
development of market oriented
and need based requirements.

o New packaging techniques.
. Development of eco-friendly and

environment protection packaging

strategy, etc.
(The cost component depends purely as

r DPR of classified cluster:s

_cAPACJTY BUTLpTNG:

o Need based traihing programme to
the Cluster stake holders. Training
such as skill development, credit
related issues, for.mation of Self-
Help- Groups, Advance Trade and
Technology Training, etc,

. Providing advanced tools and

equipments to the deserving
a rtisa ns.

Grant Component:75%
and

Beneficiqryl N90
contributi on: 25Y"

(for sc/sT/NEZ/
LOO% Women/M inorities/

PHlEx-ServiCement/
Hill & Border Area,

the contiibution would be

limited to Ll%l

Pattern

LOO% Grant

. Exposure visit, study tour, 
i

awareness programme, etc. i

(The cost component depends purely as 
l

pgr_DPR of c_!gg_s!!q9:Qg1!efr.,_ _i _ _ _ i

contd . s
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S.No.

5
_lomponent i Funding pattern

;-

r This intervention is purely on the
basis of the Diagnostic Study Report
(DSR) under specific cluster
requirement such as safety measures
to artisans, eye camp, health camp,
first-aid tools and medicines,
educa'tion and medical facilities to
the artisan's family, free insurance in
case of accidents during work, etc"

' as per size and duration of the
cluster.

. CDE will act as full time executive to
lmplemeht the cluster related
aCtivitfus and stationed at cluster

(The cost component depends purely as per
DPR of classified'cluster:s).

ANAG
IMPL

component ciepends purelrT

LOO% Grant.

However, no fund for
Transportation Vehicle is
provided. The l.A. has to
take decision whether to
purchase the vehicle or to
hire the sarne keeping in view
of the cost effectiveness.

The expenditure for the
purposb will have to be
borne by the t.A. on its own
resources. .

LOA% Grant

LO)% Grant

Options:
To support the cause 90%
as Grant from the Nodal
Agency and L0% from the
LA./Cluster Stake H olders.

H.o,
O PERA.TIO-NA L EXPEN DIiU RE:
This will be worked out in the DpR as per
the cluster specific needs preferably for
one operating cycle.

contd ...6....
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years

lfldicative Funding
(Maximum Limit)

a. On CFC @ 25%.

M ediu m

Cluster i

I

I

I

i

I

I

I

i

I

I
I

i

I

i
I

I
I

i

10r.-

2s0
Nos"

Cqpacity building @

t5Y.o

Specific cluster based
intervention @ 5%

The remaining amount
oi zo% is used for fee
for T.A", Management
Grant, CDE and
Operational
Expenditure.

b, On Market Promotion
@t LSY,

c. Product Development
& Design @ tO%

d. Capacity building @
L5o/o

e. Specific Cluster Based

intervention

Ir lsmail
I I Cluster

ililrl;lil
l

I s0-
i roo
I Nos.

I

;iiiililttttlltlL__r-- l

:

I

I

i
I

I
t
{
I
I

i
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EnrrrciJLl.ii
(Rs" in Crores)
(Per capita on

CE restricted to
Rs.1.00 lakh per

Artisan

' - 
i"a,.rtir" fr.al16
(Maximum Limit)

Large

Cluster

250
and

above

a On CFC @ 25%.

b. On market promotion
@ ls%

c. Product development
& design intervention
@ 10%

d. Capacity building @
1-5Yo

e. Specific cluster based
intervention @ 5%

r The remaining amount
of 3'0P/o isrusedfor fee
for T.A., Management
Grant, CDE and
Operational

is only indicative. Wi[ vary dependi on the DPR.

rleme6lipg Agency would b-e a Registered Non-Govt.
(NGO), lnstitutions of Central, State, and Semi Govt.

including KVI Board, coop societies, charitable Trusts and
the. [,l},qd!, a.nd v.t lnstitutions of KVIC and KV|B, sHGs" The NGos
implementing the programme should invariably be enlisted under KVIC
under this programme.

contd ...8...
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b. The NGO rrust lrave experience of receipt of funds from Govt. Agency

or any Reputed lndustrial Houses dealing with Corporate Social

Responsibility (CSR) Scheme, etc. and well conversant in handling,

manufacturing /marketing activities by involving village artisans, etc"

The NGO should not be black listed by any Agency in the past on

charges of misutilization and embezzlement of funds.

c. The NGO should not have availed any finance for the similar activity of
the cluster from any other Govt" Department or Corporate Agency.

d. The NGO should have capacity to raise funds of its own contribution as

specified in the guidelines.

e. The lmpiementing Agency should have good track record and have the

experience of minimum 3 years in village industry development
prQgramme.

t" One'l;A. will assign for qne cluster implementation initi'ally. Hqwever,

on the basis of successful implementatlon of the prog-ramme additional

clusters may be considered on merit.

6"2

g. The l'.A. should have infrastructure in the cluster area or capable of
creaung requtred infrastructure bf theif ow6 tesourc€s or with the
assistance of locat Govt./Semi GoW./Mu nicipal/ Nagarpalika, etc"

.i

h. The l.A. will rather act as a Facititator than a Beneficiary.

SELECTION PROCESS

a. The applications for lmplementing Agency will be inviteC through news

paper advertisement.

contd...9...
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9

The applications are to be submitted to the respective the state/
Divisional Director who wirr recommend the detailed proposal within 21
days to the respective zonal office of selection committee, as
constituted f or sFuRTl programme. The committee will further
scrutinize the proposal and send to V-1. Coordination Directorate in
central office with its recommendations. The meeting at Z.onal Level
will be held every month or as per need. The same corn'mitte" *,,iroo
review the progress of the cluster ln every quarter.

The Dir:ectorate of V-!, Coordination will proCess the same and obtain
the approval of Competent Authority.

7. TECHNICAL AGENCY:

c. The T"A. should dqpute a resource person who
once in a month and attend the entire cluster
called at different level_

The Technical Agency is ari Expertise lnstitution in the respective trade or
industry should have expertis€ in implementing cluster development
programme. The duration of its contract under the cluster programme will be
upto the completion of lmplementation of the identified cluster. The T.A. will
be responsible for the following assignments. : _

a" fhe fechnical Agency should have all sorts of infrastructures to conduct
spot Surveys of the identified tocalities.

b" The T.A. should have weti qualified technical person in the relevant
field of Village tndustries activitities.

will visit Cluster atleast
development meeting

d' The T"A' will guide the CDE, ensure the services of CFC to the cluster
stake holders, sketch the activities and also define the service charges
for the above said purposes and ensure that the benefits are passed to
each and every. artisans engaged in the Cluster.

contd...10..
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The T.A. will also ensure the reporting and monitoring the activities at
the cluster level associating l.A. & CDE.

The Technical Agency will submit a Detailed survey Report (D.s.R") and
Detailed Proj6ct Report (DpR) comprising of detailed activities to be
undertaken ih the cluster atongwith the financial inputs on need based.

E" The Technical Agency will prepare a strategic plan to continue the
activity of the cluster even after completion of the project period.

B"

e.

t"

8. L,

8.2.

8.3"

8:4.

8.5.

Traihihp

N"A. in
reputed

The lmplementing Agency and KV|C (Nodal Agency) will jointly identify
the Ctuster Development Executive who will be located in the cluster ,
full time and, responsible_ fg.r,irlplementation oi tf,u scheme.

He will be full tirne Execq.tive to look after the day to day plan and
ensure implernentation of the activ,ities.

in Cluster Deve'lopm'ent

the specialized institute
Ma nageme nt lnstitutes.

w.ill be organlzed to the CDE by the
s such as IlMl NIMSME/EDI, etc. at

The cDE is also responsible for conducting diagnostic study,
preparation and implementation of the cluster plans, developing the
linkages, building the local governance and will closely associate with
th'e aftisans,/stake holders of the cluster and implement the
programme successfully.

He will report to the Nodal Agency (s.o./D.o") and also to the
lmplementing Agency.

11
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9'1 fhe Funding Pattern will be as specified under the head component ofthe scheme and rypes or KRDp ;r. ;r,;;;;, ;;;;. ;(..1 to q.gt ,nu5l'No' 5 (5'1 to 5.3) at'page 3 to 7 and as per the approved r.ol*. of T.A.g'2 Funds will be released to the l.A. on nbed base from time to time as per therecommendations of the respective statelDivisional Director through theconcerned Zonar Deputy chief Executive officer, based on the prope.,.utilization of the earrier rereases made, by the programme/rndustry' Director with due approvar of Deputy chief ,"..r,,ru ,*;:;il.,.;.
9.3 Th9. l,A, iS fr;e to procure financial or any other: assistance such asprocurement of Land or readiry avairabre constructed buirdin; ;;; ,;; ;,r;;or other Gow. Agencies or NGos, financiar ,;,;;;;r'*n.r"r.,. it isavailable.

10.

Programme will be looked after
Group (CDCG). fh,is group will be

cluster programme.

1o'7 
ffif#;:""f];nt coordination Group (cDcc) is constituted with the

Monitoring of the Cluster
Development Coo rdination
overatl,deve{gp.ment of the

t-
ih
f--l-7

by the Cluster
responsible for

S.No.

1

2

I -- MemO".r of cocC
I urstrrct Collector or his
I Representative

i@.t*-
I fscf'ni.rtAeuncy -.---.--
rmEr9rnqnting Agency

Hqlding the post of
ChairmEn

Membei
3

4
q

Merriber
Member

I
7

, vYv ^r rr)d{ts neo. or the c[uster_____-_I
Nodal ofri.ui------.-_- 

-

^;-.---l---.-".-.---..-.--
9Lq I tgl_D_efe_]gp_T T t Exe c u tive

Member
Member
Member - Convenor

...1.2...
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10 2 TERMS:

a. The CDCG will conduct

once in everY 6 months.

I

b. T[e anqualAction Plan of the cluster should necessarily be approved by

the CDCG.

c.TheCDCGwjllidentifythenee'dbaseArtisansWelfareProgramme.

LL. Nodat officer to be appointed by the state/D'ivisional Director to' 
-

monitor the entire cluster programrne and report to the

state/Divi.sionql, Director fr:om time to time and in turn the concerned

Director wil[ send the report to lndustry Dii€ctor and Zonal Deputy Chief

Executive Officer.

L2. : I '.

t2"1. FIg[,Qw,E.$4=r, $q,c;gvryr'

a, The l.A. should maint4in sep=arate Barik ACeOun't'und,er'Es'cRCIw system to

be operated under joint signatory s s,tem' qf. S'E-t D:ivjsional Djieqtor or

hi3 iuthOriZed represEntative, f .n. anJ Cp'E' of. co,ncer:ned'5tate/Divisional

Office.

U. ihe funds will be released through the ESCfiOW Aeco,unt and all the

transactions of the cluster- should invariably be opgrclgd'through ESCR0W

Account onlY,

:ed,' base'd' and as Per thec. The fund releases will be made as per thle nt

proper utilization in accordance with the Action Plan detailed in the D'P'R'

meetings to review the activities of the cluster

...13...
submitted bY the T.A
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1,3

12"2

a' The Fixed Assets such as land and building created under the programme
wrll be mortgaged to OCKVI.

b. The movable assets such as Machinery, Equipments, etc" will be
hypothecated ito OCfVl .

c. However, ocKVl is the bompetent Authority to tr.ansfer the assets and
liabilities, to the r.A. or to the consortium of the stat<e hotoer, .rt.r.
completion ofit'he project perio.d,

The lmplementing Agency, Technicat Agency and ctuster
Development Executive will submit detailed report on the outcome of
the project" The report will also contain a suitable exit str:ategy for
sustainabilitrT of the Cluster even after completion of the project.



TEMPLATE: I

S.No.

I

ATION I'ORM T

PRT MARY I NF!8-l4TlqN lsg

EMENTATION

U N D E R K R D P :3P-9JU5I.E8f8qE8AM_I4-E.

Particula rs

address, Web-site, etc
: ' ivp. oJl [. ( Pl".s.*p.t''fi*iiy mention whether Directly

n i i u a Z B o a r d A i d e d / N G o ls tatg-c91-499ryy/q!9 r s)

Ii oi;aiiv a,aeaq*4 ll{. --- --r-t.;;;;;raOr"tt "f 
th" M.'b"rs of Managing committee

: d eta i I s of Arg/9|o:kslDig!1'ctj-e9@
r. .. ,.1,-- ----- ---

7 Numbe|. of artisa.,s/ratef tite units io be covered' (Attach list of

I {tr s?ls with-thei r posta I ggq'gtl|-
8 Product, p,odr."d in the cluster, production' sales and

s - i'ilra, ;Vl.lltritiq: p1e e$lylmplqmented by l'A'
.---_-----:.--TO 

CURRENT FINANCIAL STATUS:

, ffiArs"tirna r,.urriti"t rrppo.teo *itr,

undertaking).

,, !l_ *INFRASTRUCTURE 
AY

a , AvailabilitY of o\M4q!q-

' _ o ltfyei.@Elqrusft,-q-le!4Qd
; *.; material availability, giYg gelgLls 

'-l--IAvaila:tfity 
"f 

ar.l,fi"d T".hnical person in the relevant

activity. Grve iglg,1t--

lV _ - ryfgih"fdetails
Note: please attach |""qri[a documents in separate sheets wherever found necessary

Yes/No

Signature of authorized Signatory of l'A"

with date and seal

Signature of State/Divisional Director of OCKVI

with date and seal

Name and of the

Details of Bank of

ffiets/mart<eting tie-ups with other

-aanrio< tr2nsnnrtAtion available with I'A. Give details'

(b)

l

number (Mobile/ Phone) (please furnish the list

L*.ti"" 
"f 

tf,r" pt"p*"d .f rtt"r. with postal address and

I
I

t!e-qelqtlsllesl:
Funds/ Aici, if ,ny r.u*iuJf-* Ct"t"ystit" Cn't' Agencies/

B bv the l.A. for any other sclernsLlive c!gta!]l'

11

t2 P;"p;;il;ate .*ttibrti'r" oi o*n fund by l'A' (Furnish the


