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INTRODUCTION 

I, the Olairman, Committee on Public Undertakings having been 
authorised by tbe Committee to prescnt the Report on their behalf, 
present this Sixty-first Report on Central Cottage Industries Corporation 
of India Ltd. 

2. The Committee took evidence of the representatives of the 
Central Cottage Industries Corporation of India Ltd. on 30 September 
and 1 October 1982 and of the M"tnistry of Commerce (Department 
of Taxtiles) on 22 November, 1982. 

3. The Committee considered and adopted the Report at their 
sitting held on 23 March, 1983. 

4. The Committee wish to express their thanks to the Ministry of 
Commerce (Department of Textiles) and Central Cottage Industries 
Corporation of India Ltd. for placing before them the material and 
information which they desired in CODDeCtion with the. examination ot 
the subject. They wish to thank in particular the representatives of the 
Ministry of Commerce (Department of Textiles) and Central Cottage 
Industries Corporation of India Ltd. who gave evidence and placed 
tbeir cOlliidered views before the Committee. 

NEW DELm; 

April 6, 1983 -----Chaitra 16, 1905 (Saka) 

(viil 

MADHUSUDAN V AIRALE. 
Chairman. 

Committee on Public Undertakings •. 



I 

HISTORICAL BACKGROUND 

In ] 948 the Central Cottage Industries Emporium was established 
in New Delhi with the object of developing a market for handicraft 
Gild cottage industries products. The Emporium functioned as a depart-
ment of the Ministry upto 1952, when its annual sales were around 
Rs. 2.3 Jills. At that stage the Government of India decided to 
handover the Emporium to the Indian Cooperative Union, which was 
engaged in the task of rehabilitatioo of refugees and had been running a 
Refugee Handicrafts Store for selling the products made by them. In 
the year J 964 when, the annual business WQS at Rs. 90 lakhs. Indian 
Cooperative Union found it difficult to manage its further expansion 
due to shortage of funds at its disposal. Therefore, in the year 1964 
the business of the Emporium was handed over to ~rrtral Cottage 
Industries Assocration, a body registered under the Societies Registra-
tion Act. CCIA opened another emporium at Calcutta in 1969 and 
a third in Bombay in 1970. The CCIA also lacked funds &lid could 
not carry On the increased volwne of trading with bank borrowings 
only. To overcome this difficulty. the Central Cottage Industries 
Corporation of India Ltd. was set up in 1976, as per the Govern-
ment decision, as a wholly-owned subsidiary of the Hendicraf'ts and 
Handloom Export Corporation of India Ltd. (HHBC), which in tum 
is the subsidiary of State Trading Corporation (STC). The authorised 
capital of the Corporatson is Rs. One crore -and the paid up etpital Is 
lb. 50 lUbs wholly subscribed by the mmc. -

• 



II 

ROLE AND OB1ECTIVES 

(a) Objectives 

2.1 The objects for which the CClC was established are: 

(1) To purchase or otherwise acquire or take over the whole or 
any part of the undertaking and business of the Central 

Cottage Industries Association, New Delhi, And all or any 
of its property and assets including its showrooms known. 
under the name and style of Central Cottage Industries 
Emporium-retail outlets being run in different locations in 
India and all or any of its debts, liablities and engage-
ments, and to pay for the same either in cash or in shares. 
or partly in cash and partly in shares or by such other 
means as may be agreed upon. 

(2) To carry on the business of manufacturers, merchants, 
impor~rs, exporters, and agents for and dealers in products 
of cottage industries. and to develop markets for products 
of oottage industries in Indi9 and abroad and to open and 
'run or otherwise assist cottage industries emporiums 

, andlor sale centres in India and' abroad. 

(3) To promote, develop aid, counsel assist cottage industries 
and to provide them with capital, credit means. resources 
and technical and managerial assistance and to t·ake and 
adopt other suitable means and measures to enable them 
to improve methods and techniques of production, manage-
ment and marketing. 

(4) To promote and encourage the exchange of ideas and 
techniques between artisans and craftsmen of different 
regions with a view to encourage and improve their 
products; to establish or encourage the establishm'nt d 
institutions or bodies for providing trainin!! to artisans and 

craftsmen or their associations for outstanding achievements; 
nition and to otherwise encourage individual artisans or 
cnlftsmen or their asscx.atipns for outstanding achievement'!; 
and to assist them in all possible ways to increase produc-
tion and maintain the highest standards and traditions of 
workmanship and skills. 
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2.2 On being enquired by the Committee as to bow far the above 
objectives of CCIC had been achieved, the Chairman, CCIC stated 
durin8 evidence:. 

''Our twin objectives are (a) to preserve the traditional. crafts-. 
maDShip and excellence of skill as a part of our national 
heritage; and (b) to help them secure '8n important placo 
in the national evonomy. 

These are very wide objectives compared to the role that we 
play. But there is no denying the fact that CCIC, in its 
present and earlier shape, was instrumental in highlighting 
the beauty of the traditional Indian crafts before the urban 
market. The Cottage Industries Emporium bas presented 
crafts from every part of the country to a discerning public; 

it hili presented the excellanco and quality of the crafts 
in such a way that it has become the focal points for people 
visiting New Delhi and for those who wailt to buy anything of 
the Indian craft. Also, it is only after the Central Cottage 
Industries Corporation was established as an organisation that 

practically every State Government also started setting up ern-· 
poria to sell their crafts in their own States and later on else-
where." 

(b) Development and Promolionai activitie,r 
2.3 .one of the main objectives of the CCIC as laid down in the 

Memorandum and Articles of Association is to promote, assist cottage 
industries and to provide them with capital, credit means and resource" 
for improving methods of production and also to provide training to 
artisans and craftsmen. Asked how far the CCIC had been 'able to help 
the arti&aDs and craftsmen, the General Manager, ceiC stated in 
evidence:-

"As far as help to artisans is concerned we feel that marketing 
is the greatest incentive that could be given to them, CCIe 
from the very beginning i~ ba<;ically a retail selling organisa-
tion, because when Government of India. established it, 
simuhaneom;ly they also ~ta1:tiSihlld the All India Handi:-
crafts Board which is basically a developmental body. 
Ours is primarily a marketing one, So, through the mar-
keting of handicrafts of these artisans in Indra and abrood 
we have helped to preserve the traditional crafts of the 
eountry." 

2:4 In the ~ame context. the Chairman, CClC added: 

As far as Cottage Industries Corporation is conceroed, it was 
.. not, 9t the moment. dOing the kind of a role which was 
envisaged for it, because other organi!lations have deve-
loped." 
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2.5 In reply to a question on Corporation's role in providing 
fi.nan.ae for improving methods of production and marketing of productt 
of cottage industries, it has been stated that "as CCIC is not a financial 
institution; it bas no arrangement for providing finance ttl craftsmen." 
About the training of craftsmen and artisans, it has been stated that 
"this falls within the activities of the office of Development Commi~ 
ssioner (Handicrafts) and the CCIC did not have facilities to arrange 
such training. 

2.6 In regard to the actual developmental or promotional work 
being done by the CCIC, the General Manager, CCIC deposed: 

"What we are doing for the small artisans is that whenever 
they bring their goods for delivery. we make cash payment 
to them, which again causes a strain on our resources. 
We are also trying to develop the design input. Today, 
artisans are sitting in their huts. They might not be aware 
of the trend prevailing in the national and international 
arena. We feel that this input is the most important input 
because the handicraft is a kind of utility product which these 
people are making. This is kind of product which these 
people utilise for their rituals. CCIC has provided this 
assistance to the artisans and we feel that weare playing 
this role effectively." 

He added: 

"We have not been able to provide financial help becaoseof oUr 
own limitations. The Company was not in a sound posi-
tion. In the years toeome, perhaps, we may provide that 
assittance. But if artisans waht some loan from the· bank 
we provide some security." 

2.7. A6ked whether any assessment or survey had been made of the 
"immense variety of crafts throughout the country with their diverse cul-
tural and historical traditions and whetber it had been evaluated as to 

"What eatent these could be marked in India and _abroad, The Chair-
-maD, 0CJc stated:-

"The All -India Handicrafts Board has been set up primarily for 
the -kifld of pU'l'pOSC wlrich you hII'Ve ·meatiODed. District-
wise .mrveys are available withtbe All India -Handicrafb 
Board on the various crafts awilable in partic1iIar-:States. It is 
also expected to co-onUnate the activities between various ,Sta..te 
Corporations and theme and also the export organise-
tkHIs. 'Nbatyouare dXpecting 'the .. 'PC'M 'rete to· do, to 

"-eo--ordiaate theentirehaacllctafts _iness in -·the entire 
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c(JUl1tty. is really the duty ~ tho AU India Handicrafts 
Board. cac is a very small limit04 orpoiJatioa, which 
is at the moment nmnins only ~ big s.paria in Delhi. 
aaothm' in Bombay and a small one in Calcutta and lai-
put. Our work is concentrated on rullAiAl these things 
without much help from oLrtside. It w~ be very difficult 
for us to Jive you that kind of answer that you really expect 
from us." 

2.S. The Committee asked as to how. without any extensivj: surv,y. 
c:ould CCIC serve the interests of artisans and craftsmen throuJltout the 
COUIIltry particu~ly in the rural and backwiud areas. The Ministry in a 
written reply stated the CCIC would n~ be in a position to undertake the 
extensive surveys like the one indicated, in view of time and cost involved. 
However, the officials in the different Departments of the ccle had always 
been looking for new artisans and crafts whenever the opportunity arose. 
1bo survey of !l11isans ad craftsmen woJ,Jld be covered by the 1980 
Economic Survey the results of which' were repOrted to be under com:-
pilalion. 

2.9. In reply to another question as to whe~r therew~ any interac-
tion between the AU India Handicr~ BOJrd and. the COC. the Ministry 
alated that the Office of the Development Commissioner (Handicrafts) and 
CCIC had worked together in close cooperation with r,eprd to al¥lmber 
of specific projects. Further. sJ1rveys!studies (:onducttd by tU oIiI;e .pf 
the Development Commissioner (Handwrafts) were lJ1so at'ailable tp COle. 
OOIC oould also avail of various facilities provided bythc Pffic.c of 
Development Commissioner (Handicrafts) for specific projects/schemes. 

(C) Design CeU 

2.10. 1be Committee were informed that in AlIJust • .1981 the Cor-
poration set up ~ ~ Cell,. ~~~ of a Oesian ~.onsv.ltaot assisted by 
two Design ArtiSts. for provldIDg assistance for deSJP 4evdopment aDd 
for creating new range of merchandise both for inteinal market and for 
~ort. It has ~ st!lltd that 4ae .designs ~ &y the l)esip Vait 
~ pl,lssod on by pW'~ase iAep~t to ~ 10 work out .... 
Q:I~ the QQJPl&$ iJre ~. or~ are ped with theal. intdd"~ 
~ this ~ign input, m~mbers of t~ p~r.c~se ~~ visit d,ifIt(ont parts 
of the c.duntry regularly, .~ ~on ~~p ~ to sU;it 
customers taite. 'nte,e ~osnfications /.chl,lnges ~e u~ ~ .craftsmcll ID 
~g ne;.. ~ ... SlnU1adY ~is~ IU'C also ~ ~ n,ta.intain quality 
of the1tptOducdon. 'Due to strict quality co~tr:ot ~. ~ cae ill 
Its own office. artisans become aware of what IS reqUired of them. 
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2.11. Asked how far the Design Cell had been successful in reD,dering 
.assistance for design development, the CCIC in a note stated: 

"The Design Cel] was primarily set up to provide thet required 
design-input for the domestic market. However, a line of 
Western style women's garments for export was also developed 
through an outside. designer of garments. With the Design 
Development help now available on continuous basis, CCIC 
is confident of maintaining its position ill the market as a trend 
setter." 

2.12. Referring to the Design Cell set up by CCIC, the Chairman, 
'CCIC, stated during evidence: 

"We are,' in a way, doing development work. There is a design 
cell which gives out designs. That itself may not be very vast 
developmental work but, in a way it is a very positive develop-
mental work." 

2.13. On being asked for how many products designers had been 
'engaged, the General Manager, CCIC/stated: 

"We cannot specify the number of areas in which design help is 
required tooay. In fact I would say that design help is requir-
ed in every area. Diversification of the product can be under-
taken in almost every crafts." 

2.14. In reply to a question whether, in view' of the other "rganisation 
like All India Handicrafts Board engaged in the same work, there was any 
duplication of effort in so far as design development was conceme.d, the 
witness stated: 

"The All India Handicrafts Board has regional design centres where 
the artisans could go directly and take help. Most of the 
States also have their design centres. But you would also 
appreciate th'C\t the area is so vast. Even with these regional 
and State design centres, still the crafts of this country are 
varied and there is still scope for this kind of an input on a 
continuous basis." 

. 2.1S. During eviden,ce of the Ministry, the Committee enquired as to 
bow far the CCJC had succeded in helping the· artisans by providing theO), 
with mOst modem designs. The Secretary, Department of Textiles stated: 

''There is no direct method of assessing the impact in tbis regard. 
The Design Cell of <XICco1lects sample. from designers. 
There is a scheme of giving awards to designers. The artisaDJ 

-get famDarised with the new designs aDd get products made 
. out of them." 
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He, however, added: 

"Apan from this, We have the establishment of Development Com-
missioner (HandiaafLs). They run a fairly large number of 
training centres in carpet making, wood work, metal work, 
etc. They try to train up artisans directly in new methods. 
It is the combined effort of the· Development Commissioner 
(Handicrafts) and the CCIC Emporia which has made a joint 
impact on the designs of the artisans." 

(d) CCIC's slwre in the trade of handicrafts and handlooms 

2.16. The Committee desired to know what was the total volume of 
trade-.-internal and external-of handicrafts and handlooms in the country 
and what was the percentage of CCIC's share in that. The General 
Manager, CCIC stated during evidence: 

"As far as the internal trade in the country is cOllcerned, I am 
afraid no reliable data exits either with us or with the All India 
Handicrafts Board which is supposed to collect information 
on this aspect:' . 

2.17. In regard to CCIC's share in the total trade the General Manager, 
CCIC stated. "As far as CCIC is concerned, our share is very very small. 
it is just 4 to 5 per cent of the entire trade. Arid on the exports side the 
figure was very very meagre bcause we were not meant for exports .... " 

2.18. During examination of the Ministry, the Committee pointed out 
that according to CCIC. its share was just 4 to 5 per cent of the entire 
trade of handicrafts and handlooms in the country. They enquired as to 
how, with. such a meagre turnover. the CCIC eould make any impact in 
promoting and developing handicrafts and handloom' products in the 
-country .. The Secretary DepartmeJ1t, of Textiles stated as follows:-

"As regards this 4 per cent or 5 per cent, this was .based on the 
exercise which was drawn up long back in 1977-78 basing on. 
certain figures relating to 1974-75 and we .did not actually give 
much importance to this percentage. There w~ an economic 
censUs conducted and we a~e awaiting the results of the census 
so that we get the picture of 1980-81. Then it will be more 
,.elistic to find out to what extent tbe share in the. public sector 
has increased. Unless a detailed census is made, it is absolutely 
impossible for any organJ)saiiOQ in the country, even with tbe 
help of the State Government undertakings, to arrive at tbe 
correct figure of domestic production of bandicrafts and their 
total strength. Unless we have the results ~ the detailed 
economic cenSUs operations which took place in 1980, we 
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would be exteremely reluctant to hitzard any speculaive 
fipl'lll. " 

2.19. On the question of CCIC'& ~ on the tr. in handicrafts 
aDd handtoom products, the ~retal'Y sta~ci: 

"We must a£kDow1edge at the earliest opportunity that it is certainly 
not tJae intention of the OCIC that the entire trade in handi-
crafts will be taken over tty the CCIC. It is just not physically 
posUble. But they have acted ~ ~ tre~r /Wd, as a 
result of the trend setti'ng, the other State Handicrafts Cor-
poration have come up well. Not only that. Mucl1 of the 
impact has been felt in private trade also. T~y are ~so 
trying to be competitive. They are Io'lso in. many c~ trying 
to purchase quality products from t~ artislUls., To the extent 
the COIC is in a position to extend its activities further, there 
Mould not be any lack of finance in future. But we do not 
expect or intend to mate the CClC to be the one and the 
ODly organisation in the cOuntry for dealing with handicrafts." 

2.20. POinting out that when a separate public undertaking had been 
esta.bli~. it sh.ould be the aim aod ()bjective of ~ unde~k~g to cover· 
WI much quantity as possible, the Conunittee enquired as to what concrete 
steps were being laken in this regard, the Secretary Department of 1'exUl~ 
.tated: 

"~ I 

"The recommendations and wishes of the Committee are underst-
able. The DevelopQ1eDt Commissioner (lkndicrafts) has now 
evolved a system of having period lDeetings with 0ClC and 
State Handloom Handicrafts Corporation and it wilt be in this 
forum that this rmstter will be discussed. To the elteGt 
ftnudal resources are made available to all these ol'pDisa-
tiOJls, tboy can tty to iac*se their share of trade within the 
country. But, q':lite rran~ly we do Qot e~t ~y pllQDomenal 
11lQ'Ca&e in tbe sbare of trade in hacticrafts ill ~ public sector 
over tbe neJJ;t 5 or 6 years. AsreaarcJs th~ ~""re of 4 or 5 
per cent, we are not sure ~hether it is 4, or 5 per cent or less 
th4n t pet' cent. We do nat ~ven knoy.' th~t. And the first 
i4ea about this v.1D emerJe only" after we ~eive the detailed 
report of the Ce~!\~s. 'Bot 'fie appr~at~ tbe ~ety of the 
Committee and ~ shl}ll cert!l.il\lf "aC,t on~. One conctef.e 
me~S\lre in this directi,QA y.1ll. Qf course, .~ to inject further 
equity ~~.ital in t~eCC:T.C. ~at will ~so increase the 
An~al ,esoun;c~a.ml. with the incre~ ft~~~al re!OlIfCes, 
CC,lC .~lIet .l,\p C?ther t]!'its .in Qther p"'rts of ~c:\ia to be able 
tQ ~ach .QQ~ to .~ ha,,~r,fts a~~ansf#.t~ areas much-
more effectiVely." 
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2.21. T.bo Committee desU'ed to know what was the assessment of the 
~U>: ~ regard to tho role played by CCIC in promoting and eacouna-
-£ traditional crafts. The Secretary, Department of Textile stated during 
evidence: 

"Articles of Association of a company normally are very all-
embracing. SiJlce the commencement Qf operation of tbiI 
Corporation, there have been certain other changes also in 
the Government . set up. Today we look upon the CCIC 
mainly as a retail trading organisation with a development 
role. But the other aspects like developmental of handicrafts, 
training of would be 'artisans, etc. are to be looked after by 
the establishment of the Development Commissioner. Handi-
crafts. That establishment was re-organised some five years 
'Ilgo and the main developmental activities have ben assigned 
to that organisation, leaving the field of handicraft products in 
a limited way to CCIC. So far as this particular area is con-
cerned, we feel that it has started doing reasonably well. In 
preserving the traditional craftsmanship and excellence of skill 
of artisans in the country, in acting asa helpfUl intermediary 
between the domestic market and the artisans of handicrafts, 
in provid~ng them with new designs, acquainting them with the 
changing trends of consumer preference, we feel that ceIC 
has bee'Il moving in the right direction. The sale of the handi-
crafts items went up ,from Rs. 2.5 lakhs in 1951-52 to more 
than Rs. 7 crores in 1981-82. Besides that over the years, 
attempts have ben made by the cerC. .. to purchase these 
handicraft articles directly or from State Handicrafts Corpora-
tions .... In respect of certain articles like carpets, etc. it 
becomes necessary for the cere to buy from the private trade. 
But efforts are already afoot today by the buying teams of the 
CCIC to penetrate remote areas. fn this area, we feel that the 
OCIC has certainly been playing its role quite well in terms of 
the Articles of Association.'" 

2.22. About the performance of CCIC with reference to the objectives 
for which it was set up, the Secretary, Deptt. of Textiles stated thRt "in the 
principal area of its functioning, that is, exploring the market for the 
vtisans, then exploring as well as putting them in touch with the new 
designs. and new ideas in the market, the cerc had done reasonablv welt 
and if further funds were placed at their disposal. they could possibly do 
better and an as.'lCSsment of its success could be judgedfo a certain extent 
from the figures of S'Illes which had maintained a continuous upward trend." 

2.23. Asked further in what areas, the Mlnistry felt, tbe CCIC hid 
DOt done justice to these objectives, the Secretary, Department of Textil5 
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atated in reply:" We would like the CCIe to see that the proportion of 
its purchases . directly from the artisans, the artisanS" co:.operatives;State-i 

I&ndicrafts Corporations should go up much further and p!08Sibly at· a fas-
tcr pace and we would also be happy if the administrative overheads could 
be brought down. Now we understand that the CCle ~agement is trying 
to expand its volume of trade with virtually the same s~aff strength. If they 
are able to do that, then the administrative overheads will, of course, be 
brought down. They are engaged in an exercise to sec to what extent the 
administrative overheads can bz brought down." 

2.24. The Committee drew attention to the following observations con-
tained in the report of the Management Consultant (Dr. Kamla Chow-
dhury) on Top Management structure of ccre: 

"Only a clear definition of the mission and purposes of the business 
will make it possible for cerc to rationally change itself 
rather than be at the mercy of events. The discussion' 'of 
objectives and mission needs to be clarified and expl~itely· 
expressed sO that strategy and structure in relation to the 
mission can be understood 'and accepted." 

2.25. Asked about the Governme~t's reaction to the above observa-
tions, the Secretary textiles deposed: 

"As regards the objectives, J do not think there is any confusion 
in the mind of the cerc management Or in the mind of too 
Government. . " Unlike the other private dealers who would 
like to maximise their profits, the functioning of this CorpOra-
tion it to act as an enlightened marketing organisation to See 
that the artimDs get remunerative prices, that the artisans are 
able to keep themselves uptodate with the changing patterns 
in the consumer preferences, that they are supplied with all 
relevant data so that they can keep themselves uptodate whne 
retaining the;r traditiOll'al skills. . .. There is no confusion in 
the mind of the CCIC management about the objective. But 
if you try to compare their performance with everything which 
has been spelt out in the Articles of Association, then one has 
to come to the conclusion that the CClC is not playing its role 
fully. But the Articels of Association of companies are gene-
rally very wide and include everythinl! and everythin~ under 
the sun. The eCTC mangement, the HHIC, the STC and the 
GctVernment know about the functions which have been ;pecl-
fically allocated to the CCTe and there is no scope for any 
confusion." 

2.26 Asked further as to what should be the clear-cut objectivesot 
CCtC,the, Secretary, Department of Textiles· stated: 
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"About their taking a much more developmental research, We do 
not think it is necessary-apart from whatever is directly con-
nected with encouraging the artisans and expansion of trade 
etc. But as regards training facilities to be provided to tba 
artisans and other developmental activities, we have an estab-
lishment of the Development Commissioner, Handicrafts and 
under ~e plan projects, direct allocations are DIldo to tbII 
organisation to help out handicrafts." . -

2.27 1be Central Cottage IDCIustries Corporation was set up iD 
1976 as a wJaolly owned subsidiary of tbe Handicrafts and HlUldloom 
E90rt Corporation of India, wbicb in tum is die sobsidiary of abo 
~ Trading Corporation. 11ae CCIe, was set '9 mainly to take over 
tile burHess of the ~1wbile Cen~ CcMtage Industries As8ociadon~ 
,,~. was at that time runniug three emporia ODe eacb at DeIbi, Jlomo. 
'-Y. ~ Calcutta. However at tile time of its ilM:orporation as a GoY-
",\,1,,:;;: ... CODlpaay in 1976, some Ill .... obJediVeI bad been set ... 
lor die cOmpaDy .. These inter alia iDduded del'e1opmnt of ~ .. tor 
~ of cottage indus1ries in India an.. abro~ promotiOD..it 
development of cottage industries by prcniclng them with capital ad 
tecJnaical and IDIUUIgeriaI ass~;\ establishmeot of iD8titutionSfOll 

. JII'OYIdinI training to artisans and craftsmen; aod otherwise assisting the 
artisans . and craftsmen in increasing ~OD and maintaining bIgbest 
staadards and traditions of workmeDShip aDd ddIl". 

2.28 The Committee's elUlllliJlation of die working of the eoIIII*IY 
dariog the last 6 years revealed that precious little had_been done for 
achieving the objKtives laid down. Its main activity ... beeR the I'IIItIIIng 
of a few emporia for retail sale of handicrafts and bandloom prodacfB. 
The actual sales fum over of CCIC _ increased from Rs. 400.68 IakIIlI 
in 1976-77 to R. ... 715·57 lakhs in 1981-82 but this coastitutes • ftI'J' 
insigtIificant fradion of the country's total trade of handicrafts and ...... 
loom products. Even though DO precise assessment of the total trade of 
handicrafts and bandloom produds has been made so far, the CCle's 
s ..... e in this trade is not expected to be more than 4 or 5 per cent. With 
such a meagre turnover what impact CCIC could make in promoting and 
developing handicraltti and handl80m prodUcts in the country is not dear 
to the Committee. 

2.29 The Ministry ("onsidered the role of CCIC only to be that of a 
retail trading orwmisation with the developmental aCtivities for ,promolng 
and encouraging traditional crafts having been assiped to the Dewlop-
DIeJd Commissioner Handicrafts. It has been a retail seDing orpnisa-
MoB, because when it was established, simultaneously the AD India Handi-
crafts Board was set up, which was buicaDy • developmental body. 
However that there has been no dear cut ~.tlon of the r..ctIoas 01 
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die two orpnjs .... is oIMoas from die ... tbat lie Desip Cell set .. 
by CCIC for deIip deftIopmeat iI IlIOn 01 a developlDelltal .aim,. 
'I1Ie ('.aanittee do DOt wish to s .... dill CCIC should not unclertlb 
aD)' developmental activity but would elDpbuise that the objectives ... 
oWiptioDs should be clearly defined. .... laid down not in the all embnac-
.............. Gf· Artides 01 Assodadou. but in precise terms. The objec-
tives so defined should sene .. a mandate for the organisation and lilt 
petformance should be evaluated with reIerence thereto. 

2.30 the Committee dO not consider that the role of CCIC sbouId be 
Umited to nmning of some emporia 01' sophisticated retail shops ex" 
sively for elites. It should bave a more meaningful purpose for playblg • 
positive role in the economic life of a wider section oil poor artisan.~ aod 
aaftlmen; thus subserving a l.-ger national cause. In this context tile 
company will have to ~nd its activities with a view to generating IIIOft 
resources, which can be employed for undertaking more of promotioal. 
and developmental work. The Committee, need hardly point out~· that 
m....."nal organisational and financial resources wiD have to be prol'ided 
for to eoable the CClC to take over the responsibillty of purchasing and 
d1sposing of a wider range of handicrafts and handloom prododB. 

1.31 'Ibe Com.miUee recommend dIat concrete measures should he 
taken to step up the CCIe's share in the toW volume of trade in bandi· 
~ and ~m so that it can make an impact and jostlfy its role 88 
an agency for promoting and developing handicrafts and bandloom pre-
ducts in the country. 
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GROwm PLAN AND EXPORTS 

(t). Growth Constraints 
" ' 

,3.1 According'to CCIC, the Corporation does not have adequate 
freedom to conduct its operations. It hes been made a subsidiary mainly 
to enable it to obtain finance and equity from the parent organisation. 
The Corporatioo' has not been able to grow at satisfactry rate both in 
the external and internal market due to lack of finaDce and lack of 
operational freedom till recently. Doring course of evidence, the General 
Manager, cerc stated: "Our share capital. is Rs. 1 crore but the paid 

, up capital is only Rs. so lakll and we have got Rs. 70lakhs as ~ 
Credit 'from the banks with the size of opera~on that we have today .•.• 
We 'try to make cash payments tQ small craftsmen. If we delay pay-
ments, then it ultimately goes into the price because they add interest 
.QJ.SO in the pricestmcture. Keeping all these things in view, we feel that 
for a turnover of about Rs. 8 crores, as. SO lakhs equity is a very 
,small equity." Asked whether the matter was taken up with the Govern-
~t and if so, what was their reaction. The General Manager, cere 
state4:' 

.• . ,'O'. 
t 

.i' f ,." 

"In 1978-79 we had approachedourboldins company stating, that 
our equity should be raised" aDd we should be given more 
equity and the matter is, lying with our holding 'company. 
We said that itshowd be a crore of rupees. We' have nl!o 
approached the Handicrafts Board to· give US 50 per cent of 
the capital' cost for the new emporia that We, open. On this 
mattei it took Us 2 years to get this 'Poneywhich they pro-
mised. .." .. ',' 

'" t. '! . , .. .. _.. . ' '. .. " . ,. a,.a: ~g~x81Dina~on of ~e. Ministry, ,the C9n,mittee asked wbc-u.r the, CCIC took up these issUes with the. holding Company IMinistry 
ape ,what was the response to .theproblem..! feced by ·the: CCIC. The 

. Soa'e.tary, Department of Textiles stated: ' " . 

. '" .. ' -'as ,regards the operational diffi~u1ties, the caC'management bas 
'\' • said .that they did not have operational flexibility until re-

cently. Today, I, do not think ·that they can really have any 
grievance over organisational flexibility. As regards the finan-
cial constraint, I wbtlld admit that there haa been financial 
constraint and I would also say that there should be further 
injection of equity 'oopltal in the OCIC. For this, they have 
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to depend on the HHEC who in turn have to depend OR the 
STC. In terms of the study reports which have been submitted 
by Dr. Kamal Chowdhury who is the Director on the Board 
of HHEC, their recommendations are shortly going to be 
considered jOintly by the Board of the CClC and the HHEC. 
We are waiting for their recommendations and, after 'knowing 
the recommendations, we will See how f1U'ther equity can he 
made 8veilab1e to the CCIC. To the extent the eqUity is 
raiSed, it will enable the CCJC to also borrow from the blinks 
and other fil'lancial institutions." 

3.3 When the Committee Pointed out that according to CCIC. their 
equity should be raised at least to Rs. one crore to overcome its ftna,n-
da1 difficulties, the Secreta5}', Department of Textiles stated: "I think, 'the 
equity sholJ1d be raised. To what extent it can be raised during the 
current year 011 in the next financial year will depend upon our resoer'~ 
position and the resources position particularly of the STC. The resources 
will haVe ultimately to come from the STC." 

3.4 in a subsequent reply after eVidence, the Ministry intimated 'Mt 
CCIC may bave lacked operational freedom "till recently". ]n the 'tist 
two . yea~ CCIC has not indicated to the Ministry that they lack o¢fttlo-
nil. freedom for satisfactory growth. During this periOd. odc had'a~'o 
!lot made any specific proposal to the Government /holding comptio.}, 're-
larding iricrease in their present equity base·" 

3.5 As to the difficulties faced by the CCIC in their functioning. the 
OelU~ral Manager, CCIC stated in evidence: 

" .... our ortanisation is only about five years eld. We inherited 
the eUltuks of three different institutions. T~same cultucea 
carat, the same problems elme. In fact in the first tw9 or 
three years of OUr operations, We were iG losses. Our maiD 
~tf~.w.as to st~~i1ise ,our,~ positi~~. At~!t time cftl!ad 
DO 011111'0180 and no Board ... In teet, a kind of OD 
~ should have come hom th~ Bo~rd was not there. :t'Ie 
Bciard has to plan many things. We bad ito Mard for fl_ 
time; We had no Chalrnian for a 10ni time. It is on1rili'fr, 
a'bOut a year or so back, &t we have a'Clrairman and we 
have a ~ard aho. The tflings are impr6\'ing. Our finanoial 
reSUlts are also ilnproving. We are making Profits now." 

3.' TIie pal"" .dtpitaI 01 as. S8....., wllldais wholly sulJscrihe41 
by 1Iie lioI6g toVapBnY, b olmoulrlly inadeq'uIIe. U die cae luis to 
...... Its __ Of ope~, 'whlch'·dIe CoaPaitteefeel it should. it wOGld 
Mw to be provided with adequate c:apiW base. The Settetary. Depart-
ment of Textiles admitted that compamy sulered froID fiBaDd" COMb ..... 



15 

... tIIere ..... aeed for IDjecdon 01 ~ equity capital. ne Committee 
.."OaW like ... a reaIistk appraisal of tile immediate ftnMldal require-
~ of .CClC,· keeping 1ft "lew tile role assiped to it, .hould be mad& 
..... nee.....,. fiaaIIces III'I'IIIged tit whatever form consi~d desinlJle., 
..... NitbuId be sul...,.y 8Hpaented after finalisation of tile corporate 
]tIaas. 

(b) Growth Plan 

3.7 In a note furnished to the Committee, the CCIC stated: 
"OCIC had drawn up a perspective plan for the period 1980 to 

] 984 in 1979 with 'Il view to developing market of handicrafts 
in India an abroad. The plan pr-ovided a total turnover of 
Rs. 20 crores at the end of the plan period by increasing sale 
of the existing emporia, opening of new emporia in major 
cities of India, increasing exports and by expanding branch 
activities. 

The Working Capital requirement of the Corporation for the pers-
pective plan was estimated to be Rs. 0.55 crores, Rs. 0.95 
crores, I crore, 2 crores and one crore year-wise during the 
plan petiod. In addition 'to this working capital. the Corpora-
tion estimated capital expense on establishing new branches, 
Production Centre at1d emporia abroad to the tunc of Rs. 
1.27/t crores, 0.75 crores and 0.24 crores year-wise during 
the plan period. It was proposed to rai~ these funds from 
development subsidy from the An Jndia Handicrafts Board. 
loan from Industrial Development Bank of India, grants end 
subsidies from the Central Government, Cash Credit from the 
Bank ~.nd, by raising equity contribution of HHEC, the hold-
ing company· 

The plan also provided sultable chRftJeS aDd increases in man-
power iDcI.udiDs ~t cadre. In seneral, .8ie areas' to 
be 1tr~thcined __ iCterrtlfied as putdtase, finnce altd sale. 
Since the plan did DOt take QIf on account of paucity of 
fUJlds subsequent . action inchlding workin, 00 the return of 
capital, was not done." 

, 3.8 AskCld about the difficulties faced by CCIC in gotting clearance 
from the authorities concerned for the proposed cepital expenditure. the 
«Ie stated: 

"Immediately, on drawing up of the plan. the Industrial Develop-
ment Bank of India was approached to provide loan for open-
ing branches in major cities of India, A series of discussions 
and meetings were held with the officers of the bank and a 
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• . lot of. information asked for by them was provided but tilt 
today no final reply has been received by us as to whether we 
would be getting any lo~ from them or not. Similarly, we 
had aproached the HandJcrafts Board for providing develop-
ment subsidy for opening Branches. We received a subsidy for 
0?I' Jaipur Branch only after CCIC had actually opened it. 
SlDee we could not Olake headway in getting loan from IDBI 
We did not put up proposals for other emporia to the Handi-
crafts ·Board. We bad also approached HHEC for increasing 
their equity share but we could not succeed in getting it." 

3.9 Referring to the implementation of the per~pective plan, the Gene-
ral Manager, cere stated: 

"At the time when we had planed this, we bad enviS8ged 3 or 4 
emporia ill the country, because the All India Handicrafts 
Board had promised us 50 per cent of the capital cost, if we 
opened the emporia. At that time, we had planned to open 
one emporium each at Jeipur, Bangalore. Chandigarh and 
Madras. If We had opened these emporia, with our normal 
growth rate, we would have achieved the turnover of Rs. 20 
crores. But, unfortunately, we could open only one emporium 
8t J aipur in 1980 . We have not been able to find a suitable 
location for our Bengalore emporium. Now, as things are, we 
would not be able to achieve the turnover of Rs. 20 crores by 
1983-84. This year we would achieve Rs. 8 crores. We had 
planed to expand OUr activities in Bombay and Calcutta. But 
We have not been able to go so fast." 

3.10 Artic1e 72(3) of the Articles of AS!loci'ation of CCIC provides 
that the Compeny shal, before the expiry of each financial year, formulate 

. its Pedormance Budget covering the proposed activity for the next finance 
year and submit the same for approval ·of the HHEC. The Committee de-
sired to know whether the annual plans of CClC were linked up with the 
persp,:ctive plan.. To this the General Manager CCIC, replied: 

"We have made OUr growth plen and perspective plan which we 
do submit to the Government. After the Twenty Point Pro-
gramme we arc redrafting our perspective plan, keeping in 
mind the contribution that this Company could. make in this 
direction." 

3.11 Asked whether the perspective plan had been submitted to the 
Holding Company/Ministry for approval and for providing necessary 
funds, the Ministry have in e note, stated: 

"cCie did not· seek approval or provision of funds or any other 
action from the Ministry in reapcct of the perspective plan. It 
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had also nol been considered/approved by the Board of Direc-
tors of CCIC/HHEC, Under these circumstances the qucstioD 
of Government's reaction to the plan docs not arise-" 

3.12 During examination of tIle Ministry, the Secretary, I>epa.rtmcDt 
of Textiles in referenCe to the perspective plan stated that this per~ve 
plan which had been prepared three years back had not been persisted 
with by the CCIC because this did not have the approval of the cerc 
Board. This perspective plen was only an idea in bare outline. For the 
last 2 years the OCIC management had not pressed for adoption of this 
perspective plan. He added "after considering the repon of Dr. KaDlla 
Choudhury they may come forward with a plan which we shall certainly 
look into. So far they have generally made out a projection of an IlIlIlU3l 
growth of 10 per cent in their volume of operations and they are working 
on these lines." 

3.13 On being enqui.red whether the Ministry took up the matter 
with the IDBI, All India Handicrafts Board and HHEC in regard to funds 
for the plan, the Secretary, Department of Textiles said:-

"This is a half-baked plan, because in the first instance CCIC 
Board never considered it and approved it. IDBI never gives 
loans fOr tradinl operations and the amount asked for was 
only a paltry sum of Ri. 10 lakhs. I do not attach· impor-

. tance to this perspective plan because it does not fulfil any 
requirements. It has approached the wrong organisation for 
assistance and We shall wait for the consid~ views of the 
CCIC and HHEC ,Board far any further perspective plan 
which they may have in view after they haVe studied the re-
port of Dr. Kamla Chowdhry." 

3.14 Asked about the future expansion plans of the ~IC, for im-
proving its working, the CCIC, have in a note, stated: 

" 

"The Corporation proposes an Annual growth rate of 10 pet cent, 
simultaneous with efforts continuing to streamline the working 
of its present emporia and stabilising and .Q()ClSolidating the 
gains of the last few years." 

a.15 A perspectiYe plan covering a few years period stated to han 
Men drawn up by CCIC bas not been considered/approved by the Board 
of Directors of CCIC or RHJ<~C. 'The so-called penpectt.. plan. ~ 
lag to the Ministry, was only a 'bare outline', In regard to the future ex. 
pansion plans of the COC, the management has projected an ........ 
growth rate of 10 per cent in their yolome of operafloas, 1be Committee 
feel that a comprehensive growGa plan for the cac should be ...... up 
after MI __ 01 operadoa haft been dearly demaruted ad die reIadoft,. 
IIdp of cae .... HREC dearly laid down In die light of file recoauam-
..... of the __ ,meat ........ ant. 
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(c) Exports 
3.11 Asked whether the perspective plan had been submitted to the 

hy CCIC, vis-a-vis the targets fixed: 
(R~. in Jakhs) 

Year Exporf Actual Variation 
Target Export 

1977-76 62·75 74. 87 (+)[\1. [2 

'1978-79' 68.00 6[. [2 C· -)6.98 

. '1979.80 35.50 2g.65 (- )~.85 

I 980-11 [ 45. 00 37. 06 (- )7·94-

1981 -811 57. 00 56.70 (-)0.30 

3.17 Explainiag the reasons for the variations in the targets and the 
'actuals, the OcIC have stated: 

"The exports of CCIC arc en outcome of its retail operation. 
Therefore, its exports are mainly tourist purchases and smaH 
orders placed by foreign buyers and small boutiques. CClC 
itself does not go OUt in the foreign market to book export 
orders.. Therefore, the export figures depend considerably on 
tbefotoigb tourist purchases and orders from boutiques and 
forcip visnors. 

The shortfall in export ana ·the reduCtion in target was neo~ssitrated 
mainly by the termination of the contract ,by the apot." 

3.18 Asked abbUttbe It~pS tateen 10 deviefop export tnarlctt for 
2ndian handicrafts· infofeign -coUntries, the CCIC stated: 

"'rhe experts of handicrafts andhandlOObl is looked after by 
H8P.C/STC. 

ccle export is incidental to Cldmegtlc trade and as such no specific 
'ftdps havebeent8ken ' ·todeveldp export. market of lInd ian 
}h"oducts1n ·those counlries,this aspect being lookcdafter by 
HHEC/&TC." 

3.19 the Committee pointed out that one of the objectives of CCIC 
was to develop market for cottage industries and to open eDd run or other-
wise 'Ilssistcottage industries emporia or sales centrts abroad. They asked 
whether the actual functioning of the Corporation was not contrary to 
the above objective. The Chairmurl, 'CClC explained that ...... behvfl'en 
HHEC and 'CClt, we have diVided oUr activities. Por example, s'rC 
does not go into handicrafts exports. We do it. C;;rnihlrly. when it c. 
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, " 

tt) the division of respOnsibility between CCIC and HHEC, finally We' 1~ 
HHEC concentrate on exports and CCIC did the retail sales .... " 

3·20 The General Mall9ger, CCfC informed that in 1981 their Board 
.()f Directors took a policy decision Chat CX::JC could also divert its resour-
,ces to the export of handicrafts ·anct 'handloom products and ctIC had 
.now initiated export efforts in this direction. 

3.21 In the wake of the policy decision taken by the OCIC in 1981 
to divert their attention to export, the Committee edqWfedabOOt the 
reasons for this cbange in the policy W1d steps taken since 1981 to pro-
~te e~ports. .. The CCIC stated in a written reply that t't.be exj;orta faU 
WIthin tHe objective of the company. The Board of Directors felt that to 
jm~~ve the company's perfnnance further, this avenue should also be 
-ex¢dred". It has been fUrther stated that a team of two executives was 
sent to londOn in August 1982. CCIC was to paCticipate in the India 
IriternationaI Trade Fair in London in November. 1982 but this had to 
be dr~,.pped as the clearance from the Government was not received. 

3.22 When asked about the reasons for HHEC now asking the OCIC 
10 enter export market, the Chairman, CCIC explained that the primury 
Teason was that there had been a shift or a change in the policy. The 
shift in this policy was that CCIC over a few years became a profit ftl8k-
ingcompen), and the confidence in the company had increased. The 'eK-
pertise developed and the experience gained was usc(ul and there wa! 
better scope for CCIC to expand its business. 

3.~3_J::nquired whether there ~ any ooordlnauoo between HHEC 
~ cerC. in the mat,ter: ~ exports, the Chairman, CClC who is also the 
t.f,~n& ~r~tors of HHEC stated that "as far as coordination between 
CClC aDd HHEC .is concetDCd, We have praoticaUy e. common Boanl, ex-
~t b- the aoo-Offici~ls.tJ\lt as far •• Q8j(:ials. afe ~~, practically 
dte 5aPlC oJficials are representing the" HHEC and ttlC·"Ho added, lOr do 
DOt think ,there is any serl9us pr~ in .. rd to COQNination. Tftcre 
is a proI:Jlem in . the ~n&e.tbat, HHEC beina a', mother orpnisation .. ~ts 
to CQIltrOl'~" Th~ CCJC '&,es DOt handle the subjects which we 
ourselves _ (HHJ:;C) handle. They do not interfere with that kind of a 
thing". He >further stated that "the coordination aspect as it stands today 
is Dot excellent but because we have now a common Chainnan, the co-
ortfination is not any problem any more." In roply to a question as to 
how was it ensW'Cdthat there was no over-lappiDJ of efforts made bet-
ween CCIC and HHEC it was stated that "the OIairman of CCIC is 
the Chief Execlltive of HHEC and therefore there is coordination at the 
policy level in this regard." 

3.14 The Chairman. cdc infQnIJeddurlng e\l~dence that CCIC h9d 
entered into an agreement with mmc whereby 'f.I'ImC wOuld do buslne"~ 
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ab:oad. on behalf of CCIC. The terms and conditioas of the ageemeat 
were stated to be as follows:-

" 

LCCIC will send samples of handicmfts particularly of art-mctal 
ware, marble,' wood, wooden crafts etc. directly to our foreip 
showrooms for display purposes. 

2- HHBC's foreign offices on the basis of samples received will 
exhibit samples to the buyers aDd book orders directly OIl the 
cere. 

~.' ..... I 
3. CCIC will pay a commission of 5 per cent on orders booked 

directly by the foreilPl offices of the HHBC. 
'... GoodswiU be despatched by CCIC to the foreign buyers mar-

king a (()pyof such transactions to HHEC. ' 
, 5. The LCS will be opened by the foreign offices either OD HHBC 

or the Buyer keeping the, convenience of the buyer in mind· 
6. H.HE.C' will be involved in quality control particularly for the 

goods supplied to the 'foreign offices to avoid any problems 
later on since the creditability of foreign offices will be in-
volved. 

"3.15 During, examination of the Ministry, the Committee enquired 
about the rdative responsibilities of mmc and CCIe in the matter of 
hltlldliDl export of handloom and handicraft products. The Secretary. 
'Department of Textiles SMted: 

, '\' 
\' 

" 

"The responsibility for these exports lies with the IfiIEC which was 
IICt up exclusively for this: OCIC was, set IIp broadly for ex-
pansion of sales in the domestic market, They also milJce e~­
ports, but in a small way. During 1981-82 fOr instance, against 

~, " the to1'al' sales of Rs. 7.15 crores, the proportion of exports 
was onl~ eboUt Rs.' 45 lakhs. CCIC is not de-barred from 
'makilig ~xports, but' that' is only incidently that tb~y cater to 
some tourists. They do riot have any kind of offices abroBd or 
any agency. This was 'managed through HHEC and the sales 
aremaneged 'through' thetn: Where the CCIC decided that 
they should al!;cfbe In' a position to export directly,' tb~~ 
meant doing so in respect of certain objects only where the 
CCIC is fairly strong, and they could negotiate export ordeJ's 
on their O'ND. Fo~ instance, about export of high fashion gar-
ments, CCIC has a unit and they are exporting on their own· 
This is Only to remove any kind of restriction in exporting 
their products. But the large quantity of exports is done by 
HHEC for CCIC. Wbere the HHEC want to export a major 
item they get in touch with CCIC. That way mmc gets in 
touch with the State Handicrafts Corporation also·" 
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Agreements regarding High F4rhion Gqrmertts 

3.26 CCIC had agreements with two parties namely Mis. Heiser Epa 
of New York and Mis. Tracy Lowe Ltd. of London for importing' hiP 
fashion garments from India. Mis. Heiser Egan of New York undertook 
to purchase a minimum of 6000 units of Ladies Silk Garments per IlDIlUlDo 
the estimated cost of which came to about RI. 25 to 30 18khs ormmeac~ 
ing from 13-8-1979. Mis. Treacy Lowe Ltd. London were the sole ageata 
for Women's and Children's reedy-ta-wear fashion clothes in U.K., Europe, 
Canada, USA etc. This agreement was to be for a period of 5 years 
~ommencing on 1-7-1973 and was to continUe thereafter unless and 
until determined by either party giving to the other six months' notice ill 
writing. Details of business transacted with Messrs Treacy Lowe LoadOD 
aDd Messre Heiser Egan, USA (year-wise) were as follows:-

Year 

1976-77~ 

1977-78 • 

.1978-79'" 

r91g-801 

IgS0-8li 

1961-82 • 

Amount (Re. in lakhl) 

Treacy 
Lowe 

512 ,84 

, 55·,13 

41.66 

Heiser Egan 

7, 36 (6 montlu 
peirod) 

'9·77 

116.17 

3.27. During evidence the Geocral. MBnager, OCIC infortned that in 
1979-80 CC1Cs agreement with Mis. Treacy Lowe Ltd., London was 
terminated. On being enquired about the reasons for the termination of 
the agreemeot with that party, the witness shlted that the CCIC was payfna 
certain commission on exports. After 1978·79 the party wanted cere tel 
pay more colDDlission i.e. 15 to 20 per cent. The OCIC approached the 
Reserve Bank of India and they did not agree to tho payment of more 
commission to the party. So the agreement was terminated. 

3.28. As regards agreement with the second party Mis. Heiser Epn. 
it waa stated that this party entered into agreement with CClC in 1979. 
The OCIC were doing business with them on year to year basis. Sincl'! 
there was slump in the textile trade, the CCIC did not receive orders from 
that company and the egreement was not renewed. When the Committee 
pointed out that as per the agreement, the party had to give notiCe of 6 
months before terminating the agreement, the witness admitted that the 
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pany had to give notice but they did not give. The party had howevt'ir 
DOt formally ter~¢ the eJl~nt. . 

: . 3/29DuriJ)g evidence the Committee pointed out since exports fell 
wj~ the purview of HMEe, hOw CCIC had entered into eXport ap _ 
__ . It was stated that these agreements had been made even before 
IfBfiC came into existence. As to the reasons why expon of high fashion 
~ was BIso being done by CCIC, the Chairman, CCIC stated in. 
e~ce: 

,"The high fashion garments were ex.ported by OCIC before it, 
became a subsidiary of HHEC, which was set up only in 
1975, whereas the agreement entered into by the Cr?ttaae 
Industries Emporium wes before it became the subsidiary of 
HHEC. It was a continuing process." 

3.30. In reply to a question whether CCIC was handling only export 
of bigh fasl}ion garments, the General Manager CCIC stated:-

"There was a change in the activity when we inherited from the 
Association. But, since We were doing this activity. we cO!'-
tinued to carry on that activity. Besides. when foreign tou-
rists come, we earn a foreign exc~nge worth a crOfe of 
.r:,upees. There are certain purchases which the tourists make 
in the cottage industries. They request us when they ar,., 
round the world trip to ship them to their home1and. So, wt'c 
are' shipping these things to them. There ure some Boutique 
buyers who Come to India. Whenever they want things from. 
~~e cottage industries, they buy them from us and they esk 
us to export these. This is a kind of ancilla11' activity 
which We are doing. Both fOf handicrafts as well as for high 
fashion garments, .. have staff on OUr strength. We had an 
agreemeot with two' perties which We haVe broken up and 
We are now handing over the exports to HHEC." 

. 3.31. The Committee desired to know whether markets in the Asian 
C9UD~ries had been explored for export of high fashion garments. The 
~Dera1 Manager stated: 

"As far ~s European and other Gulf countries' Iharketo; are con-
cerned, I think the HHEC would be in {I better position to 
answer that." 

3.32. Asked whether uny efforts for making exports to Soviet Union 
and other socialist countries had been made, the Chairman, CCIC stated: 

. , 

.. 81lSicaUy. the export is with HH&,. I think the qUCition should 
be ad<kesscd to HImC." 
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3.33 TIle CCIC bas repnIed export adivity as ollly incldenW to i ... 
dMlestic trade aad until receady DO speclfk .. ..... • beea caken (or 
.-evelopiag export market for fndi... products. The COIIIIIIbfee weft i .... 
tenDed that in 1981 the Board of Direc:tors of cac took a poIic:y det'1-
!lion to divert it'i resolU't'es to the export of bandilTBfts mel bandloom 
products and CCIC .. IIOW initiated efforts in this diredioa. It has beeD 

stated that a team of two ex«ooves was sent to London in August, 1982 
in this connection. Between HHEC and CC1C tbere used to be a divisioD 
of activities in that HHEC concentrated on exports aDd cerc cId the 
retail sales ia the couatry. With CClC en8Y'iaI the field of expor15 the 
question of coordination between the two bodletl assumes signific:aMe. 
The Chairman, CClC, who is aiso the Managi .. Director of IUIEC WSWJ 
candid enough to admit tbat "there is a problem in the IeIISe that HHEC 
.... a DIOther orpnisation wants to coatroI uports." He further state. 
.... ''tile coordination aspect as it __ today is not exc.'ellent but be-
cause we have DOW a common a..arn.n, the c:oordlaation is DOt any 
problem any more." The ColIIIdIttee feel that there coaId be no justlft-
cation fOl' clupUcation of eftol15. ID order to eRSUre that there Is no 
overlapping of efforts and no scope for any misunderstanding, the role of 
.. respective or.-anisations in fhe ..... er of exports shoold be dearly speIt 
out. 

3.34 The Committee also find that before CCIC became a subsidiary 
Of HHEC, it was exporting high fMhion garments through two importeD 
-.ely Mis. Hellier Egan of New York and M'/s. Treacy Lowe Ltd. ~ 
LeadOD. Through this activity CClC wa.~ not only doing fairly good 
lta!iiness in high fashion garments but had also earned valuable fore .. 
clldlange. With the establishment of HHEC primarily as aD export 
.lI('y, CCIC's interest In garments export diminished. Aftelo the termi-
nation of its agreements with two foreign ~ndes, It has dedded to band 
over the exports of high fashion ~ to HHFC. 1bi.'i partic:alar 
position has to be reconclled with the poUcy decision taken by tile Board 
of cerc in 1981 to enter the field of exports in a big way. The Co ..... 
mittee do not find any reason for depriving the cerc of the benefit of 
export.'i in hiIlh fa..~ioo garments for wille" they have developed consi· 
dcnbIe expertise over the year with diluting is maiD ~don of iotema' 
trade. They, therefore, ~. that the areas of activides of the two 
__ er concerns may be dearly deUneated so that cerc Cd enter tile 
nport field without in any way impinging on the role of HHEC, which &as 
IN!en StPKially established for bantling exports. 

3.35 The ColIIJIIiUee would also like ... in the matter of eqN)rts new 
areas of Asia, G" c:ouatrhs. and SIodIIIist c:ountrin like USSR be esplor-
e4 for 1Iv1.., a Imp to die expoit of , ..... R ............... 1IandIooat. 
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PROCUREMENT AND PRICING POLICY 

(a) Melhod of Procurement 

4.1 According to CCIC, merchandise is procured from all the States 
of India through a system of centralised buying. This function is dis-
charged by the Buying Department of the Corporation. The buying teams 
consisting of one Addl. General Manager, two Managers, 5 Assistant 
Managelll and about 12 Supervisors regularly visit centres of production 
to assess production conditions. This provides them· with a first hand' 
knowledge of different designs, quality and prices available in the market. 
They also study the costing of items and the degree of competition to eD-
able them to place orders. According to CCIC the entire purchases are 
planned at the begining of the year and Research Department of the Cor-
poration reviewed the performance evecy month. 

4.2 Asked as to how the Buying Team ensured that the costing ofl 
items was done in realistic manner giving reasonable margin of profit t9 
the craftsmen and artisans and also avoiding payment of exhorbitant prices. 
the CCIC infonned .that "the members of the team which visit the centres· 
of production are fully acquainted with the costing of items as they hue 
~ long experience of buying merchandise. Wherever they find that prices 
are higher than what they should be detail of costing is obtained from the 
craftsmen or the suppliers to assess the real value of the product. C)o 
the basis of this costing and reasonable margin of profit demanded by the 
craftsmen the final price is worked out before placing the order. Gene-
r.ally the members of the team are encouraged to offer them reasonable 
margin of profit 'and pay slightly higher price say up to 5 per cent so that 
craftsmen and the artisans are patronised. 

4.3. The Committee were informed during evidence that before 1979, 
CCIC had been buying the bulk of merchandise from the traders.. After' 
1979 the share of the artisans, State Corporations and CooperatIVe hacl 
gone upto 75 per cent whereas before that it was much less. 

4.4. The General Manager, CCIC stated: 
"The CoLtage Industries Corporation, while making the purc~ases 

of handicrafts, as a policy" give first preference to the artiSans 
and then to the cooperative societies . and the State ~0l'P?"­
tions Bnd finany, in case We could nOt proctJre certaul thtop· 

24 
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directly from the artisan, we do buy them from the traders 
because at times the demand is immediate and Since the smaU 
artisans cannot ~ope up with the demand fully and imme-

diately, we ,have to take it from other people. Since procure-
ment takes a long time, we take it right from the ready stock 
available in the market." 

4.5 The following table indicates the break-up of the value of items 
-purchased by CCIC from craftsmen, cooperatives, State Government Cor-
1'Orations and other sources during the last 3 years:-

1979-80 

Amount % Amount 0' 
/0 Amount % 

-----~-----.------------~----------------

1. Artisans 120.1111 33'48 149. 111 34. 00 179. 61 34. 10 

II. ~anufacturcr8 86.08 113·97 105. 116 114. 00 1115. 88 QS·go 

s. Cooperatives 111·94 3. 60 15·35 3.50 18·70 3·55 
4. C:)rporations !n·711 6'33 27. 85 6·35 3\1'92 6.25 

.5 Dcale1'8/~anuractu • 
311 •itO) rei'S 117. 10 32.611 141.00 . 32 . 15 16g.60 

--~--------------------------------------

TOTAL 100 43.58 100 

4.6 It is seen from the above that the value of items purchased from 
.dealers/manufacturers constituted more than 32 per cent of the total pur-
,chases' made by CCIC. The Committee desired to be furnished with a 
list of items which were purchased by the CCIe from traders and those 
purchased directly from the craftsmen. The Committee also wanted to 
know what efforts were being made to reduce the purchases made from 
'the traden-cum-manufacturers and the middlemen. In a note the CCIC 
lhave stated:-

"Generally CCIC makes purchases from craftsmen and manufac-
turers for all its items. If an item is not available in the 
quantities required, purchases are diverted to manufacturers 
and traders. In emergency also it may have to buy from tra-

-ders. Cenain items like Carpets, Shawls, Ivory Silver .. 
jewellery, art objects etc., are not easily available from ~raft ... 
men and therefore bulk of these purchases are made either 
from manufacturers or from traders. Thus traders item, are 
basically expen&ive items requiring big investment in raw 
materials and equipment. Even here efforts are made to 

3607 I..S-3 
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divert purchases to cooperatives wherever such cooperatives. 
exist. For instance, Carpets are also purchased from co-

operatives in Kashmir." 

4.7 During evidence the Committee enquired what were the plans of 
CClC to minimise the purchases from the traders. The, G.M., CCIC 
stated: ' 

"Before 1979 our links with the traders were more than the links 
with the artisans but now our involve~nt with the artisans is. 
i~reasing. ,. 

4.8, The Committee pointed out that according to CCIC, about 68 
pet: cent of the purchase of crafts made by the CCIC were from artisans, 
cooperatives and State Corporations and 32 per cent from the private 
traders. They asked whether the holding company/Government had im-. 
pressed upon CCIC the need to eliminate middlemen and to establish 
direct contact with artisans and craftsmen and wbether any dii-ection had 
been given to CCIC in this regard. The Ministry stated in a written reply 
that "the pattem of trade in many items requires the purchases to be made 
through traders (viz., carpets, gems and jewellery, etc.) In addition, 
emergency purchases have also to be made through traders. However. 
ceIC has always been trying to procure the maximum possible directly 
from artisans and craftsmen. Government has also generally impressed 
upon cerc (during Performance Review Meetings) that it should procure 
directly from the artisans and craftsmen to the maximum possible." 

4.9. With regard to traders-manufacturers, the Committee poi~ted out 
that they advanced money to the small artisans; got the goods and then 
sold to the CCIC, in which case the market value of those articles could 
be much higher. If the Corporation approached the' small artisans and 
craftsmen and dealt with them directly by advancing them money etc., the 
price of articles bought from them would be much less than what the Cor-
poration was required to pay for 2 per cent of the articles purchased from 
the private traders. The Committee asked whether it would not help 
eliminate the middlemen if CCIC also followed the same practice as was 
fOllowed by the traders-manufacturers. The G.M., CCIC stated, ''Yes, 
they do advance money to tbose people, .. these masters weavers, as they 
are called in the field of handlooms or in the carpet trade, there the trader 
is very active and we do not haVe the field agencies." Thereupon the 
Chairman, CCIC, stated that in that case some problems might crop up 
as to whether the artisans would supply the goods at all, or in time and 
sometimes the advances may not be recoverable. He, however, added' 
that so far as CCIC was concerned, he was not sure whether any money 
wa.~ lost, but in HHEC they had lost some money. Asked whether this 
matter was discussed in the Board, the witness replied that he was not snre', 



,.. 
" 27 

4.10 On being enquired whether any calculation had beea done 88 to 
what extent the articles would be less costly if purchased directly from 
the .artisans instead of buying them from the trader-manufacturcrs, the 
Chairman, CCIC stated, "We are trying to work that out. I think, it is 
a very good suggestion. 

4.11 'Asked further whether, at the time of purchase of an item from 
the trader, the Corporation was in a position to know as to how much he 
was charging, ana how much profit was there. The Chairman, CCIC, 
stated that it was not done at, random. The General Manager, CCIC, 
however, stated that in the case of costly items like shawl. it was done by 
their expert teams. The expert teams in the Corporation were aware of 
the market rates that were prevalent These people were oonscious of 
the price at which these things were being sold. This kind of market 
survey was done by their Research Department continuously. Asked 
whether any analYSis had been made to find out as to how much margin 
an ordinary artisan was getting, how much margin a private trader was 
getting and bow much margin the Corporation was giving to the private 
trader. In reply, the G.M., CCIC stated: "We have not oompUed the 
figures on that. It is a kind of personal contact with these people and we 
find that most of the craftsmen are happy to supply to Us because we pay 
them a better price for their goods." 

4.12 In reply to a question, the Ge'neral Manager, CCIC informed 
during evidence that in emergency when the articles were purchased from 
the private traders, a margin of 10 per cent was paid to them as compared! 
to the payment made by them to an artisan. 

4.13, Asked whether any analysis had been made to determine the 
additional cost paid to a trader while buying goods from him rather than 
buying the same directly from the craftsmen. the CCIC stated that no 
specific analysis had been made so far. \ . 

4.14 During evidence of the Ministry the Committee asked whether 
such an analysis was not called for. The Secretary. Department of 
Textiles stated:-

"It is difficult to conduct reliable analysis about the additional 
cost. Our directive has been to the CC1C to reduce ~c pro-
portion of purchases from traders. So, s~me ,acad~Dl1c. exer-
cise can' be done. but T would submit thiS analYS!~ will not 
be reliable and help Us making any worthwhile deCISion.. The 
basic objective is to increase the purchases from ~lsans and 
cooperatives. Therefore, this anal~is is not reqUired when 
the basic objective is already very clear." 

4.15 Asked about the difficulties experienced in the. proc~re~:! 
of bendicrafts and handlooms, cere stated that the Corporation laid 
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on ~adition and excellence of workmanship but it did not always get 
traditional products of good quality in quantities sufficient to meet demand. 
It- has also been stated ~hat because of the delicacy or fragility of many 
~uct~, transporting them to CCIes emporia from areas of production 
1S a majOr problem. Secure packing increases . costs to a very high margin. 
The cac has suggested that the State Corporations engaged in the 
development of crafts can play an important role in maintaining traditiOn 
and excellence o~ craftsmanship by providing design iaput, technical 
know-how and quality raw material to craftsmen. 

Similarly, the State Corporation should lay stress on developing packing 
with indigenous and traditional packing material and techniques SO that 
the craftsmen of their respective regions should use those various material 
instead of ipdustri8.1 techniques of packing which is more suited to indUs-
trial items produced by machines. Asked whether those suggestions had 
beeJi taken up with the State Corporations, the CClC stated that since! 
State Corporation were autonomowo bodies, they were not answerable to 
CCIC. When enquired about the role of CCIC in regard to these m.aiters, 
it was stated drat "the CCIC has been playing this role with regard to the 
merchandise procurement from different sources. However, with its limi-
ted resources, it cannot cover the entire area of such Q vast country as 
India and hence it considers that the. State Governments whose operations 
are limited to a particul'llr State can play much greater role in t~is regard." 

4.16 The Committee pointed out that procurement of Taw material 
had always been a pi-oblem for small artisans. They enquired about the 
assistance that the CCIC· had been able to give to these artisans in the· 
matter of raw materials. The General Manager, CCIC sta~ that they 
had not been able to give assistanCe in the procurement of raw. materials 
to the artisans. Asked further whether the CCIC could visualise any 
steps for giving such assistance, the witness stated, "We do not have any 
agency for that. Out of tPe four emporia three are selling agents. This 
Il'csponsibility of providing raw material or helping the artisans with nrw 
materials is discharged by State Industries Board. The CCIC has not 
been able to provide assistance to them." 

4.17 During the course of eXl!omination of the Miniatry, the Committee 
pointed out that the traditional craftsmen and other artisans were not 
getting facilities to sell their products to CCIC. They wanted to know 
whether there Was a good. network for purchasing the products from the 
craf:tsmen and artisans by the cerC. The Secretary, Department of 
Textiles, inter alia. stated, "1 would not. say that we are completely happy 
with the present situation. But in the first instance, it is mainly for the 
artisans to group themselves into Cooperatives. . .. if there is a coopera-
tive institution it helps tbem to market the products better, it also helps 



them to obtain the finance and raw materials better .... of course. tho 
CCIC is making aU out efforts to approach as many iadiYidual artisans as 
possible but it is really a difficult task. To the extent cooperativisation 
penetrates more and more amon, artisans, it helps them .... ,. 

4.18 Asked whether the ccrc was in a position to ensure purchase 
of all quality products all. bver the country, the Secretary, Department 
of To.xtiles stated: 

"The ceIC is certainly not in a position, nor is it likely to be ~n 
a position, to purchase whatever handicrafts are produced JD 

the country. It is just not possible. They have to share 
it with the other State Handicraft Corporations and the pri-
vate sector. The cere does not have the manageriai, orga-
nisational or financial resources to take over the responsibility 
of· purchasing and disposing of the entire range of handicraft 
products. " 

(b) Pricing Policy 

4.19 According to ccrc, it follows a pricing policy based on the 
principle of "What the market can bear". It is reported to have doter-
mined mark-ups on this basis which are follOwed in pricing goods. The 
Committee enquired how the mark-ups were actually fixed and what were 
the components of the mark-up. In a note, the CCIC have stated: 

"As per decision of the Board, a Committee consisting of the 
Chairman, the General Manager and the Addl. General 
Managers decide mark-ups on different items. The Manager 
(Buying), Manager (Showroom) and Manager (Research) 
are aS90Ciated in the deliberations of the Committee. The 

Committee is guided by the following considerations; 

(i) Mark-up should be such as to enable CCIC to obtain the 
margin that the market can bear wbile at the same it should 
be reasonable in terms of the image of the company. 

(li) mark-up should be adequate to cover tho COSt and recover 
reasonable profit to meet the overheads. and 

(iii) the mark-up on comparative itetns such as textiles and ready-
to-wear are generally lower as compared to items Iiko jewel-
lery, furniture. art objects, handicrafts etc, which do not offer 
stUr competition in terms of quality, variety and range. 

Based on the above consideratioRs standard mark.ups are decided 
by the Committee and arc reviewed every year or every two 
years. Within these broad limits, marlc-up can be varied on 
specific items, with the permission of the OWnnan, General 



30 

Manager or Add!. General Managers. For eXample ono-of-a 
,kind items cao carry e higher mark-up than the standard 
mark-up. Again breakable items like terracotta which are 

inexpensive are marked higher than the normal, because they 
ceo be sold at that price. 

There are two components of the standard mark-up; (i) expenses 
on procurement and (li) actual gross profit margin. Expenses 
on procurement include, Central Sales Tax, packing and fOr-

warding, freight and insurance. Expenses on procurement 
are about 10 per cent on an average. The remaining portion 
of tne mark-up is gross margin." 

4.20 The following table indicates the break-up of sales realisation of 
COIC in terms of (i) cost of procurement (ii) administrative overheads 
(iii) tax component and (iv) profit margin during the years 1978-79, 
1979·80 and 1980-81: 

(Rs. in lalchs) 
-------.-------- -----------

Remark 

J Total Sale. . 500 .99 531. 59 597·55 
It Cost of Sale, . 370 .70 406.36 438.58 

(Procurement) 

!I. Administrathe O\erheads 136·97 1!18·4o 155·79 
4. Tax Due to carrying for-

ward losses 

,5. Profit Margin 18.56 20·93 9·00 

4.21 Referring to the general impression in the minds of the consumers 
that prices charged by CCIC were very high, the Committee desired to 
know what was the percentage that was added to the price of an article 
paid to the artisan. The General Manager, CCIC stated during evid~ce: 

~, 

"Thore arc two factors that we have to keep in mind when fixing 
up the price. One, is, how much can the article bear? Second 
thing i'3 what is the price of a similar item in the market? 
When we fix a price we also consider what we should pay to 
the artisans, out of it. In general our mark-ups are upto 35 
per cent to 5 per cent." 

He added: 

"But this mark up also includes our prOCUTement cost as well. 
So when we say that we added on the average 25 to 30 per 
ce~t or 45 per cent. this includes about 7 to 8 per cent as the 
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procurement cost, and also distribution cost. We have also 
to add octroi d~ty and other tbin31' These are the factors 
which we have to keep in mind. We have al~o to consider 
what people think: and select. That happens only for SOlDQ 

categories, these are the areas which we call art objects ...... 
We are certainly selling certain items which private traders 
are also senrng. Here our research department plays a very 
active part as to at what price these are s~ld in the privato 
market. At timea private traders come to us and they buy 
some items because we have spent all this money in procur-
ing them. . The Private traders add their mark11p and seU it, 
We do not want these items which come in a small quantity, 
to go into their hands. Here OUr mark-ups are high. There 
are certain items where we have the bulk sale during four or 
five mon.ths Of winter whereas there are other things which 
are sold round the year. These are the items where our mark-
ups are 10 to 15 per cent higher than the usual items." 

4.22 From the item-wise list elf the mark-up as determined by CClC 
'for the year 1982, it is seen that the mark-ups range betwene 35 per cent 
'on items like shoes, dress fabrics, children's wear to 60 and 65 per cent 
on jewellery and 50 to 55 per cent on gifts and accessories etc. As stated 
by CCIC the expenseG on procurement came to about 10 per cent of tho 
price of an article and therefore the remaining portion of the mark-up con-
stituted gross margin. A,sked whether it was a fact that certain goods of 
the same quality were avaliable in the market at lesser prices, the CCIC 
stated that "it was possible." Asked whether it was due to higher mark-
up of cerc or because the private trader was able to get the article at a 
'lower price, the Secretary Textilft3 said: "Possibly the latter is more 
possi ble. " 

4.23 During examination of the Ministry, the Committee asked whe-
ther the Government or the Holding Company at any time analysed CCle's 
cost of procurement, other overheads and margin of profit and assured it-
self of their reasonableness. The Secretary, Deptt. of Textiles stated. "As 
r~gards the marks-up oand profit and thefr reasonableness, actuaUy we have 
not interfered because we have more or less endorsed their general approach 
that the prices should be fixed in such a way that the artisans get remu-
nerative prices and the products can be sold at a price wbich the consu-
mers "-1n bear." 

, 
4,24 In a Teply furnished subsequent to evidence, the Ministry stated 

that the Government had not conducted any special study of OCIC'. cOlt 
of procurement, other oVerheads or margin of profit. It was further stated 

·that "the· CClC deals in quality products and articles which are not items 
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of necessity to the general public. The prices cJiarged ere not co~sidered: 
to be unreasonable for the quality products and the type of clientele it 
caters to. Further, the growth in the total sales of CCIe indicates that 
the prices charged are quite acceptable to customers." 

4.25. The Committee wanted to know whether the artisans were being 
paid reasonable priccs by CCIC. The Secretary Textiles stated: "So far we 
have not had any complaint from any group of artisans anywhere that they 
are being exploited because of the prices." He further added: 

"00 the whole, the CCIC management tries to see that the artisans 
do not suffer. In fact, CX:IC boas paid them more. We normally 
receive so many representations every day from different sec-
tions of !he people. But during the last one and half years of 
my tenure We have not received any such complaint that the 
CCIC is paying meagrely to the craftsmen." 

. 4.26 In the same context the Addl. Secretary and Fiooncial Adviser 
of the Ministry stated, "within the Corporation they have the Committees. 
Tbey go to the artisans and meet them. They are able to make an assess-
ment as to whether the cost of production and cost of labour are 
going up. They ere compensating the craftsmen and artisans adequately 
and the prices are 01so increased from time to time. With a view to remov:-
ing the hardship to these persons payments are usually made in cash. 
Therefore, the interest of the craftsmen and artisans is adequately taken 
care of." 

4.27 The Committee enquired whether under the pricing policy based 
on t.he principle "what the market can bear" any additional benefit accrued 
to the artisans when a relatively higher mark-up was added to ~the price of 
an article. In a written note, the CCIC have stated: 

~'Four conccete example of fixing prices on the principle of what 
market can bear are: 

1. Banjara embroidery purchased directly from Banjara crafts-
women. The sale price fixed is on the principle "What the 
market can bear" CClC margin renrains fixed. The additio-
Dal value goes to the craftswomen. This is upto double the 
price they were asking. 

2. The same thing is happening with Khurja pottery which we 
are buying directly from 'potters . 

• 3. The third example is of Molela terracotto. 

4. AnQlher concr4'te insmnce is the case of Banni embroi~ry.'" 
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(c) Coordinlllion with State Corporations 

4.28 The State Corporations or State Organisations are agencies work-
ing independent of OCIC for the promotion of handicrafts. Asked about 
the relationship of CCIC with the State Government Emporia and the na-
ture of coordination with these State level and other organisations engaged 
in the development of handicrafts and btmdlooms, it was stated that CClC 
invited each of them and this was follOWed with those who responded. 
CCIC entered into buying arrangements with four State Corporations but 
unfortunately these did not last. Asked about the nature of coordination 
and cooperation with the State CorpoNition expected by CCIe in the mat-
ter of procurement and sale of handicrafts and handloom goods, the 
cere stated that the Corporation had' been offering to purchase merchan-
dise through State Corporations because being on the spot they could follow 
up orders plsccd by CCIC. They could also exercise quality control and 
secure delivery schedules. 

4.29 During examination of the Ministry, when the Committee asked 
whether the Ministry took up this matter with the State Gov~rnments so as 
to evolve guidelines and working arrangements with the State Corpora-
tion, the Secretary Department of Textiles stated that the work of cordi-
nation was being attempted by the Development Commissioner, HeDdi-
crafts. The Development CommisSioner, Handicrafts, inter-aJia, stated in 
evidence that the preseQt working arrangement was that the OCIC and 
State Corporations had their separate outlets. When they bought goods, 
they approached each other first, but the question whether acrc should 

. necessarily buy from Stllte Corporations only, and not from any other 
source, was also discussed. The general conclusion reached to which the 
State Corporations a1so -agreed was that 00 compulsory regulation should be 
laid down. CCIC'would buy according to the suitability and qua1ity of the 
product which a particular State Corporation was manufaoturing. 

4.30 Asked as to how duplication of efforts and unhealthy competition 
between CCIC and State Corporation could be aVOided, the Development . 
Commissioner, Handicrafts stated: 

"In the field of handicrafts, no amount of effort can bring about 
duplication. The nature of work in this field is such that the 
State Corpomtions can also work in certain aRlas .... We do 
not find any duplication so far but there is a lupplementing 
of effort. There is no unhealthy competition either. We have 
not come across any under~utting or out-bidding of ellch 
other in various matters ...... I do not think that cere and 
State Corporations have s~h a Jerge sal~ that there will be 
unhealthy competition. So, during the last couple of years when 
the State Corporations have started coming up, we have setn 
to it tha~ there are buyir:tg arrangemeats between cere ana 
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State Corpomtions, not on a competitive but on a business-
deal basis. " 

. 4.31 The Committeepoint.oo OUt that if it was planned to have em-
poria in mare places., it could be possible to enlarge the scope of work-
,~ng of these corporations much more. The D.C. Handicrafts stated: 

"We ask them to undertake a, kind of marketing study of that 
particular town and ask them to make certain projections on 
the basis of market study. Then we take a decision whether 
a fresh outlet is necessary there where it is reasonably econo-
mically viable. On the basis of that we decide only to open 
a main outlet either for CCIC or the State Corporation." 

4.32 The Committee pointed out that the five star or ITDC Hotels 
could be a very good medium to sell out the handicraft and handloom 
.products. Asked whether any eHort was made in that direction, the wit-
ness stated, "We have not made eny eHort as such. Individual corpora-
tions made these eHorts - States or Central both." Asked whether HHEC , 

. had any arrangements with them, the Secretary, Department of Textiles 
stated in reply, "At the moment, no. HHEC has installed it in Akbar and 
Ashoka Hotels. This is an interesting idea which I am sure HHEC wm 
.work out." 

4.33 The Committee have beeD iDformed that before 1979 CCiC bad 
-more links with the private traders than the artisans, as it bad beeD buyiDa 
the bulk of mercbandi.~ from the traders. TIlls meant that right upto' 
'1979, the Company had been funcdoDing Uke any other retail trader by 
-buy1D(c articles from the midcRemeD and seiling the same after adding a 
mark-up which would eDSllle a margin of p-oftt. That surely could not 

-have been tbe objective envisaged for a publk undertaking lik~ CCIC. 

4.34 It bas been stated that after 1979. the cerc, while making pur-
cbases oil bandlcrafts bas been giving preference to artisans. cooperative 
sociedes and State CorporatiODS. However, even during the years 1979-80 
to 1981·81 the share of the private traders in the total purdJases made by 
CCIC remaMIed as bIgb as 32 per cent and this figure has remained almost 
statloaary all these years indkating that eveR ROW much effort has not 
-been lDade to apprucb more artlS8115 aDd, craftsmen. 

, 4.35 The Committee feel that the tendeDCy to resort to purchases fro. 
prlftfe u.den In preference to artisans and craftsmen or their cooper. 
.dves Deeds to 'be embed electively. cac mast keep iD mind tbat the 
.........., objed lor Its setting 19 Is to ·ustst artisans and craftsmen a .... 
ellimaale the middleman. The Committee would expect the CCIC to 
1DIb every effort to procure muimnm possible quantities from the arti-
..... _d craftsmen .... to hriq clown alae percentage of pardtases froIa 
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.tIIe private traders to the minioullDJ, 11ae procuremeut policy aIaoaId .. 
reorieDted to prowde dud DO purchases will be made froID Cbe ...... 
traders except in "'ry exceptioaaJ c:ases. The Committee aI!9o ~ 
that tile iDfrastructure for the proc:uremeat may be sulabIy me ........ 
. TIle Committee would like to be iDformed about abe CODCI'ete IlWlR8iLII'M 
takeD in tills direcdOD. 

4.36 Oae way of iDaeasiag the proportion or purclrases from .... 
artis811S or craftsmen eouId be that just as private traders are hel"" .... 
. artisaDs etc. by advandog money, CClC should also couider exte .... 
fiDandal help or IU'I'8IIgiDg for supply of raw material at reasonable ...... 
It aeed hardly be pointed out that maximisation of purchases fr.om file 
artisans aDd crah5men will not only eliminate the Company's depen'" 
on private dealers but will also be conducive to healthy iater-adiob cuImi-
,Dating in fiDandaI beneftt both to the Company and the artisans ... 
craftsmen. 

4.37 The Committee were given to understand that the tradldOlUll 
cndtsinen and other artisaos were not getting fadlities to market their 
.products to CCIC. The Secretary, Department of Textiles wbile acJmiU,. 
ing this in evidence stated "I 'WOuld DOt say that we are completely happy 
,.-itb the piesent situation. ..• " He added that 'in the fint instance, it 18 .. 
the artisans to group tbelll8elves toto cooperatives... it there is a c0ope-
rative institution, it helps them to market the produds better, it also bel .. 

·them to obtain the fl.nance and raw materials better •. " The Collllllitfee 
suggest that the artisans and craftsmen sboold be aftorded aU possible 
help including finance to enable them to form their own cooperative s0-
cieties so that the sale of products produced by the ar1isall5 and ~ 
·men is regulated Ln 8 manner which would enable them to safeguard their 
ioterests and save tbem from exploitation by the private traders. 

4.38 TIle Committee have been loformed that the CCIC dO not PI .... ,. 
get traditional products of good quality in quantities sufficient to meet 
demand. According to the CClC, the State Corporations eag8ged in tbII 
develOlJMlleDt of crafts could play an Important role in. maintaining ...... 
tion and excellence De eraftsmenship by providing desip input, tedulal 
know-how, quality raw material to craftsmen, developing paekiag wIdI 
badigenous and traditional packing material etc. The CommiUJee cIesinC 
that tile matter sbould be pursued through the DeveiopD.ent Coanlll __ 
Handitrafts. 

4.39 1be Coauaittee are anxious to see tbet the artisllllS and ~ 
men In enabled to get the maximum pices for dlelr products and at die 
5IUDe time are freed from tile dutclles of 1ID!IeI'IIpIous mJdclemeo. 'I1IeJ 
regret ..... 110 systelDlltic aaalysis .... been made to .!Certain Ibe COlt '" 
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production or articles produced by the artisans and craftsmen.and die-
"'01 profit IIUIItP aca'UiDg to them and the traderS. This aspect or 
.. I118tier needs to be ltudied with a Yiew to ensuring it reasonable retarD 
lor tile IabGurs of artisal15 and craftsmen. This wiD incideataUy help the 
CClC ia exerciliag a cbeck on the reasonableness of the prices of products 
required to be fPUrchaseci from the traders in the interest of business itt 
exceptional circumstances. 

4.40 The ())mmittee notetiwt the sate Corporations,/Sblte organisa--
tiOIlS are agencies working i.Ddepelident of CClC for the promotion of 
lIIIIldic:rafts. They have been informed that tile CCIC entered into buying 
8D'IlIlgements with four StatIe Corporations, as according to them. the 
State Corporations could follow up orders placed by the Co~y and 
they cOuld also exercise quality control and secure delivery schedules, but 
fbese al'l1lDgements did not last. Tbe Development Commissioner (Hantli-
enfts) informed in evidence d1at according to the present working arran-
gements. the CCIC and State Corporations· have their separate out-lets. 
'lbere were however buying arrangements between CCIC and State Cor-
pontioDS not on the co"'tpetitive but on a business-deal basis. Even then 
file Committee would like the Minidry /Company to ensure that there is 
... duplication of etforts and unhealthy competition between the CClC 
"'State Corporations in the matter of promotion of handicraft . and 
"'d1oom products in various States. There is also need for better and 
more purposeful coonJination between CCIC and fIhe State Corporations. 

4·41 The Committee have been informed that no detailed survey bas 
been done in repnJ to opening emporia and sale out-lets in places where! 
Five-Star hotels are coming up, nor any eftorts have been made in that 
tlrection. The CQIIUIlittee feel that big tourist hotels, other tourist! centres 
and international airporb in the country could be a very good medium to 
Jell bandloom and handicraft products and it could enlarge the scope of 
working of CCIC much more. 
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MANAGEMENT STRUCTURE 

(a) CCIC tIS Subsidiary 

5.1 It has been stated that in 1975, the Government approachCcl 
lIandicrafts and HandJoom Export Corporation of India Ltd. (HHEe) , 
10 mke over the Central Cottage Industries Association, as its subsidiary. 
1n 1976. the CCIA became the. Central Cottage InduStries Oxporation and 
a subsidiary HHEC which in turn is a subsidiary of the State Tradina , 

·Corporation (STC). 

S.2 Asked as to what were the consideration for which cac was 
made the subsidiary of HHOC, the Chainnan, CCIC stated during evidence: 

"We can only give you the background; the final decision was taken 
by the Government. Prior to this, the two organisations were 
handling similar kinds of items one was doing the iotema) 
trade and the other was doing external rade. It was thought 
that they should support each other. We do not know ftom 
where the suggestion came: Further, a Committee, known as 
the Tandoo Committee was appointed by the Government' and 
it was asked to go into the whole working of the organill8tion. 
The Committee suggested that CCIC should be a subsidiary of 
the STC, not of HHEe, but the Government decided· to make 
it a subsidiary of the HHEC." 

'5.3 In this connection the Ministry have, in a note, stated as under: 

''The proposal, initially under cons.ideration by the Ministry was 
that cere may be formed as a subsidiary of S1'C. It was 
later felt by Government that the purpose in view would be 
better achieved by entrusting the management responsibility 
to HHEC and the responsibility for financing to STC. OCIC 
was formed as a subsidiary of HAEC due to the above stated 
considerations". 

5.4 Acccording to the Management Consultant (Dr. KamIa Cbou-
-.dhury) who had gone into the management structure of OCIC "one of the 
main considerations for this step was that Mrs. PupuJ Jayakar who wu 
"then Olairman of HHEC would be able to provide the leada'ship aad 
·experitise required to deal with the Association's problemS". 

37 



38 
. 5.S The appointment of the Board, the Otairman, as also of the Chief' 

Executive is made by Government. Article S9 of the Articles of Associa-
tion of CCIC however, provides that at least' 2/3rd of the Directors on the' 
Board should always be from amongst the Directors on the Board of the 
HHEC and the STC. In terms of reporting too OCIC reports directly to 
the Government, althought it also sends repors to HHEC as required under 
article 72 of the Articles of Association. 

5.6 The Committee enquired about the areas of coordination and 
cooperation between HHEC and CCIC and whether any difficulties were 
felt by cerc in sO far as its relationship with HHEC is concerned. In a 
DOte, the Ministry have explained: 

"According to the Articles of Association of CCIC, 2/3rd of Board 
of Directors of CCIC are the ~ltisting Directors of STC/HHEC. 
This ensures coordination at the policy formulation level. The 
areas of o!,eration of HHEC and cerc are substantially 
different. HHEC is predominantly an export Trading Orga-
nisation, whereas the CCIC is predomimmtly a retail market-
ing organisation. 

In this background no difficulties are apparent in the relationship 
between CCIC and HHEC". 

S.7 Asked why ccrc was not following the procedure as laid down 
in the Articles of Association in regard to furnishing of periodic reports 
and whether the dual control was conducive to efficient functioning of tho-
CXlC. In reply the Ministry have stated that "the reports of cerc are 
sent to HHEC al1d STC and these are forwarded to the Government to 
obviate delays. There is no dual control of the Company". 

5.8 On the question of coordination between CCIC and HHEC. the 
Chairman of celC stated during evidence: 

"As far as coordination betw~ CCIC and HHEC is concerned, 
we have practically a common Board except for the non-
officials. But, as far as officials are concerned, practically the-
same officials are representing the HHEC and CClC ..... . 
The coordination between the two organisations. is sO much a 
matter of personalities. If two people can get along very well 
two different organisations can get along very well. I do not 
think there is any serious problem in rej[lU'd to coordination. 
There is a problem in the sense that HHEC being a mother 
organisation wants to control exports. The CCIC does not' 
h9ndIc the subjects which we ourselves handle. They do not 
interfere with that kind of a thing. Now, the coordinatioD 
-aspect as it stands today is excellent. But because we have 
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DOW a common Chairman, coordination is not any problem· 
any more"'. 

5.9 In regard to the monitoring of the activities 'of the COIC by the' 
HHEC, the Secretary Textiles stated that "when it came to monitoring the 
activities of the CCIC, it is done directly by the Ministry." 

5.10 Ina note furnished to the Committee the OCIC have stated: 
"The Corporation docs not have adequate freedom to conduct iti 

operation. It may be worthwhile to mention that it has been 
made a subsidiary mainly to enable it to obtain finance and 
equity from the parent organisation. On the other habd, CCIC' 
has been in existence under the different names for the last 
30 years and has acguired an expertise in retailing. Dot. 
available to any other government organisation. It has alway. 
been a trend setting organisation and has been a leader in this 
·field. It has a modern retail operation in India, modelled on, 
the pattern of leading departmental stores in EuroPe and 
America. This needs to be encouraged and adequate freedom 
given to keep its place in this field. The organisation has 'not 
beeD able to grow at satisfactory rate botb in the external and 
internal market mainly due to lack of finance and lack of 
operational freedom till recently". 

S.II During evidence the Committee asked whether it was not a fact 
that the cere, being a subsidiary of HHEC which in turn was a subsidiary 
of STC, had been given '8 secondary or even third position in the whole 
set up. The Committee also desired to know the utility of the thre~ec 
system. The Secretary, Department of Textiles stated in reply as 
loDows:-

...... The three-tier factor as you see, is just a structural or orga-
nisational fiction, in the senee that, so far as re50Ul'Ces are 
concerned, STC is tbe ultimate provider. But STC does not 
interfere in the day-ta-day activities of the CCIC nor of the . 
1nIEC, for that matter. For 'aD operational matters, CCIC 
bas developed its own culture and its own systems over the 
years. It is trying to adjust its system according to the 
demands of the market and a lot of operatfoaal ftexibitly ..... 
has now been extended to the CCIC. Whether things would 
have' improved had the CCIC been directly undertaken by the 
Government of India is in my humble opinion a debtatablc 
question because, at the moment, there is no interference itt 
the working of the CClC. The recommendations of Dr. KamIa 
Choudhury also mentioned that we should not manipulate the· 
structure any further because over the last 30 years, CCIC hal '. 
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had four reincarnations. .... What is necessary is to ensure 
that the CCIC definitely has the des~red degree of opera~ 
tional freedom and whatever financial constraints are thete. 
have to be looked into by the HHEC .... We would like that 
the present experiment be continued until it proves to be • 
failure and it has not yet proved a failure". -

S.12 The structure of C<.."1C with particular reference to its -relation-
ship with HHEe was reviewed by Dr. Komia Choudhury, Management 

• Consultant, who submitted her report in April 1982. The Management 
Consultarlt had inter-alia recommended that no major change in the in-
stitutional structure be made at present. Changes, had however, been 
emphasised in its relationship with MMEC, providing greater autonomy, 

. and a status of equality rather than of a subordinate organisation to HHEC. 
The follOWing were the recommendations made by the Management .Con-
:sultant:' . 

1. That CCIC continues as a subsidiary of HHEC. 
2. That HHEC & CCIC have a Common Board with a common 

Chairman. 
3. The Chairman should be responsible for clerifying basicobjec-

tives, mission and pUrpoSe of 'the two organisations aDd help 
develop long range plans based on basic trust and mutuality 
of interests. ' , : 

4. The Board may have some working Directors in areas and coniJ 
peten.ce where full time persons of the requisite calibre may not 
be available. 

5. The executive head of CClC shoul~ be on par with HHEC's 
executive head. 

6. The chief executive of CCIC should be designated as Managing 
Director and should be a membet· of his Board. 

7. The Managing Director of HHEC and CCIC should also be on 
each other's Boards. 

8. The Managing Director would be responsible, for overall plann-
ing, evaluation. control and coordination. 

S .13 During evidence, the Committee wanted to know as to what 
changes the management of CCIC would like to suggests in the present 

. structure for better functioning. The Chairman, cerc stated:-

"Changes are required in any organisation because of the changes 
in the commercial situations and the movement of time. That 
i& the reason why we bad suggested that some consultant 
should look into it and the same consultant should look into 
the HHEC and STC set ups. Dr. Kamia Choudhury's report 
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istbere for CCIC. She has alro repottedabout mmc. Ai 
soon as the report is gone through and the· management takes 
a decision, we will know the changes that arc required". 

He added:-

"A month and a half back Kamkl Choudhury's Report was place':l 
before the Board and Directors felt they would like to go 
thrOUgh a little more and would al~o like the Management's 
views to be placed before it. In the October meeting, the 
Management's views will be placed and they will discuss KamJa 
Choudhury's Report also". 

5.14 The CCIC stated in a reply furnished after evidence that a 
rooetiDg of the Board of Directors had been called on 2. J 1.1982 to consider 
the report of the Management Consultant. 

S.lS. In their letter sent subsequently (l ()"ll-I 982) the cele 
intimated that the fo]]owing resolution was passed at the Board of Directors 
meetiDg held on 2-11-1982: . 

"The Board considered the Agenda Item. Repr~entatives of ihe 
Department of Textiles and of State Trading Corporation had 
been invited to attend the meeting but were wable to do so. 
As the matter affected ~IC relationship with its holding Com-
pany, the Board felt that the Kalhla Choudhury Report should 
be considered in a Joint meeting of the HHEC and ccrc 
Board, with the consultant bemg requesttd to attend as a 
special invitee. The Board' requested the Chairman to call a 
special meeting". 

$.16 In the absence of a clear ,perception of tile oItjedivcw aad oIIIi-
IJdiOas of CCle at the time of its iDcorporatioD fa t 976, Il1O IIeI'lous ... 
..9.tion seems to haW! been paid in 'determJDiDg its IIIIIIIIIIC-- stNduI •• 
It .. been stated fiatt the propG881 InitWIy under eonsIclentioa by .... 
MIIIiRIy was that CCIC ~ be formed ... subsWiary oe STC. ........ 
iaowever, it was felt by GO'VeI'IIIDeat thIIt the ..-po .. fa "lew wo.... be 
beC(er achieved by elltrusdlltl the I118118f(e111ent re5pOIIIibiIity Ce IIHEC 
MId tile responsiWlity for fbaaadaI to STC. 'I1Iis Is how CCiC euae .. 
be fOl'lHCl as 8 subsidlary of HHEe, which in turn is 8 subsidiary of STC· 
The appointments to tile ·lIeard. tilt CJIaInu8It .. AlIID of file OItIheat-
five of eCle are made by Government. In twIllS of repoctJng too. 
«;pc repor15 directly totbe Gpvemment aIIIIouah It " ~y 
~ ... reports flo RREC atso a8 -;equlred .... Artide 72 of tile Arlkletl 
of .Assoclatlon. The relationship 'iJetween If!IEC and cere laM ben 
ItaiiW to the appolntmellt of !lOme Directors ~ 8REC ...... wlth -
DIrectors of STC 00 lie Boud 01 ccre. E .. file .......... or .. 
3607 LS-4. 
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pedonaIace 01 CClC was beiDg doae dinedy by the Ministry. TIIia 
..... meat has IPIJIU'IIIdy DOt worbd satisfactorily and the dual COIl" 

trot ... not beeD amducive to efticlent faadioDin& of CCIC. The struc" 
ture 01 CClC with particular reference to its relationshiP with HHEC bas 
beea renewed by a Management COIISuitant who has inter-alia sugaested 
Hyenl clumps in CCICs relationship with IDIEC. The Committee feel 
that efficieDCY aocI development of 8D orpnisaUon depends upon lie 
IDIIII8gement structure it bas. The Committee have not gone intoU. 
merits of tbe recommendations made by the JD8IMIgeID«'nt consultant. They 
aevertbeless feel that in cue CC1C co...-.es 88 8 lUbsidiary of HHEC, it 
sbouId have a separate Board even though there could be 8 c:ollUllOD 
Chainnaa for the two companies. The Committee also wish to empha8ise 
that t.be recommeDdaliona of the DI8IJ8IllIDeIIt cODSUltaat should be co ..... 
dered early aad necessary· action initblfed .for their implelll&l1t8tion to tile 
extent ljICCeptabie. 

(b) Chairffl(Jfl and Chief Executive 

5.17 When CCIC was established, the Chairman of HHEC (Smt. 
Pupul Jayakaf) was appointed as the Chairman of CCIC w.e.f. 1-4-1976. 
She, however, resigned on 2 May, 1977. Upto 15-2-1980 there was 
no Chairman of CCIC. The following were the various Chain,en of 
reIC Board since it-became a Corporation: 

1. Smt. Pupal Jayakar-1-4-1976 to 21-5-1977 (resigned) 
2. Sh. S. K. Bhandarkar-16-12-1980 to 14-2-1981 
3. Sh. R. S. Pal-19-3-1981 to 3-12-1981 
4. Sh. Dilject Aurora-8-2- t 982 (Continuing) 

5.18 During the course of evidence, the Chairman, CCIC stated that 
is was correct that for 2 to 3! years there was no Chairman of CCIC. 
There were . only two Directors. Even ill the four years, four Chairmen 
and three Chief Executives had changed and these rapid changes affected 
the working of the Corporation. Asked about the reasons for not 
appointing Otairman in the CCIC for 3t years, the Ministry explained 
in a note that the Chairman .0£ COIC resigned in May, 1977. Thereafter 
Government considered various names for appointment as Chairman and 
eft'orts were indeed under way for appointment of the Chairman. 

5.19 The Secretary Textiles stated during evidence: 

"As regards the 'Ilon-appointment of the Chairman for 3t yean, 
II have very little to !tay. After all. appointments are made 
by the Government for some reasons. Government did not 
find themselves in a position to appoint any Chairman. But 
there was no di"slocatian in the working". 
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, S.20 On bciDg pointed out that if there was DO dislocation of work in 
j}Je absence of a Chairman, the post could as wen bedoDe away with, the 
5ecretary Textile stated: 

"We do not ;think so. It there is a Otairman, he can give a Jot 
of guidance to the Chief Executive. This helps the organi-
sation in discharging its functions much better. Government 
could Dot find a suitable non-official Chairman for reaSOns 
best known to Government. We do not agree that there need 
riot be a Chajmlan". 

5·21 As reggrds the reasons for frequent changes in the appointment 
of the Chairman and Chief Executives, the Ministry stated that in Decem-
ber, 1980 Managing Director of HHOC was appointed as Chaimlan of 
OCIC. When the appointee (Managing Director of HHEC) relinquished 
charge in the parent organisation, it . was also necessary to change the 
Olairmanship of CCIC. There had been no change in the Chief Execu-
tive since 1979. 

5.22 On being enquired as to how ~y times did the two DirectCl!'S 
meet when the Chairman was not there and the Board was not properly 
constituted the General Manager cerc stated that the two Directors, u~ed 
to meet once 9 quarter. One of them used to preside over tbe, meeting. 
In the Annual General Meeting, these two Directors used to transact the 
business. 

5.23 Since ] 980. it seems to have become a convention of appointing 
&he Managing Director HHBC as Chairman of CCIC. While the Corpo-
ration pleaded its ignorance about this convention, the Ministry stated 
1bat:-

'"The Articles of Association of CCIC prescribes that not less than 
2/3rd of the members of the Board of CXJIC should be mem-
bers of the Boards of STC/HHEC. Prior t~ May, 1977, 
Olairman of HHBC was also Olairman of OCrc. Further, 
Managing Director of HHEC was also Managing Director of 
cere. WhOe considering the appointment of a new Chair-
man, it was felt that we could nominate more non-oftjciats in 
the Board. ,In the light of this position. Managing Direct()r, 
HHBC was appoklted as' Olai~, cerC". 

S.24 The Otief Executive of cere is presentJy designated as Gener~ 
Manaaer and be is not a member of the Board. Eariier the Chief Bxecu-
tive was caled the Executive Director and was 81110 a member of the Board. 
When asked whether it affected the ~rational independence of the 
Corporation, the Genecal Manager stated: 

,; As far as operational freedomtiJI recently is concerned. when the 
company was fonned in t 976. the Chairman was appointed 
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by the <;i0vemment of India but that ChaiT'1Dan resigt1ed in 
1977. After that. for three years, We had no Chairman lri the 
Company and even in fou;- years we have had four Chairmen, 
three Chief Executives and even the Chief Executive of the 
Company is not a Member of the Board. The working of the 
Company did suffer and it suffers if the Chief Executive is not 
a .member of the Board and if there is no Chairman of the 
Housing Company ... ". 

5.25 Asked whether the Chief Executive of CCIC should not be a 
member of the Board, the Chairman, CCIC stated during evidence "of 
course, it has been written to the Government so many .times". In reply 
to a question about the Members of the Board, the witness stated that at 
the moment the BOat'd had not been reconstituted. At present. there wer.e 
Beven members. 

5.26 During evidence of the Ministry. the Committee asked about 
Government's thinking on the General Manager of CCIC .to be member of 
the Board. The Secretary, Department of Textile stated, "we are awaitittg 
the comments of the Boards of the CCIC and the HHEC 011 the recom-
mendations of Dr. Kamla Chollduhry's report. But at the level of the 
Govel'nment, we have now more-or-Iess decided that the General Manager 
should be the Managing Director of the CCIC and should be on the Board 
of CCle"'. 

5.27 Subsequently, the Ministry informed in a written reply tftat it 
had now been accepted by the Ministry that the Olief Execuilve should 
be designated as Managing Director, where he would also be the member' 
of the Board. The matter was being procesiled for obtaining the requisite 
approvals. 

5.28 One obvious ctrawbec:k arising oat of the dual control of CCiC 
by Government andHHEC has beea that top appoiaamenb have bee. 
badly delayed to the detriment of the CCIC. It Is 8IIl'pIisittxtbat for a 
period of more than 3t years the Co.....,y was without a Chairman. 
During the same period only ~ Govel'Rmeat Directors custitated the 
Board and dtscbargetf the func:tions of tile Board. Betw.. t 976 and 
1982 as many as 4 Chairmen and 3 Chief Executives changed hands· 
AItIaouMh the present Otief Eucative. who is known as f'.enerll Manage.r. 
i~ In position siac:e 1979, surprisin~y he Is not a member ere tile :Boanl 
'I1Ie dhai.rmah cere bas IRfonned tbal the need for maldag the Chier 
Executh-e a member of the Board bas been felt and Gonmment approa-
ched in the matter. The Secretary, Department of Textiles, bowever. 
Mated tIIat 'Govel'Dftlellt ns still Mt'1IIltIng the~ments of tile "ants of 
rt'"JC ..... the HHEC on tile !l'~c.'IIII/recommencJatIoIII -..Ie by the' 
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MaII!Ie .... ~......... t\fterexa. .......... of the Mlaittry's l'eprne .... 
tives, the ~ee haw, "~Y8I', heea infonned that the Minlmy bate 
~epted ~,tIIe Chief E;t-.tive sIIould be designated • MMaainI 
Director Itpd __ matter WIIS belac processed for obtainiag the requisite ap-
,..vlll It.y iIIuIfndes Ibew cas ..... y the worIciag of cerc has beeIl 
looked upon .bQth ~ G"vemmeDt aDd the holding Company. ne Com-
..uttee c,nJlOll but exptft'i tlaeir uahaPJPines.s at this state of affairs. They 
Crust tIuIt tleftSl58ry adina .to make tbe Board a meaningf.uI body aDd the 
Chief Exemtive a JIlQI'e purposeful functionary wm be taken without fur.; 
dler Io!is of time. 

(c) Monitoring 

s.,29 The Committee enquired whether the Annual Reports and Ac-
counts of CCIC comc up for review at Ministry's level and what specific 
steps had heen taken N directives given to CCIC arising out of such rr-"'!t-
ings, to 'hnpi-ove the working of CClC II) a, note, the CCIC have stated: 

,. 

"The Annuul Reports and Accounts of CClC are being sub-
miued to the Ministry. No meetings were held for review of 
annual twCounts", 

5.30 During evidt!llcc before the Committee, the Secretary Tcxtiics 
tltated: 

"'Under the present policy directive of the Government, we have to 
m.ake periodic performance reviews of all puQlics~f.Or under-
taking..,' under the administrative - control of Ute Ministry. 
Since the -Ct-"'lC is a public sector undert>aking, we try to make 
a quarterly review of its ac_tivi~ies and see to what extent it 
is Hving up to w~_~t j!o expected of this or~nisation". 

He added: 

"During thela9t 2 years, for ;"stance! there were review 
meetin-g'l on 9th January 1981, 8th December 1981 and 19th 
July 1982. The next meeting i5 scheduled to be held some-
time in December or January. The -last' two meetings were 
held under the ,00airmaDlhlp of the Deputy Minister himself. 
where. the generalperfGrmance of the eric was taken into 
account. At the last meeting the main Instructions given to 
the CCIC were' to see what extent they could contain or rA!dhec 
theirldJninistratiYe overheads. including adWrtisement ex-
pe08e8. :roday 4te proportion of administrative overheads in 
the :CClC is about ~6 -per eeat. TAteyhave . been. ~blc to 
~ it lIDmeWhat IJut stilt GoYernmCPt would have bee« 
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happy if they could reduce it still further. At the last meet-
ing that was the main instruction given to cere. But from 
time to time, during every periodical performance review 
meeting, the entire operations are gone into WId, 
wbere things are looking up, we do e1tpress our apprecia-
tion of the efforts made by the CCIC management in im-
proving the. affairs and wherever we think that efforts should 
be increased or accelerated to reach certain corporate objec-
tives, we try to give them the necessary guidance. At the next 
meeting we would particularly con~nlratc out attention on 
seeing to what extent the administrative overheads have or 
have not been con18ined by this Corporation." 

5.31 In a note furnished to the Committee, the CCIC have however, 
stated: 

"During the last 4 years' the Ministry held performance appraisal 
meetings on 17th November, 1980, on 9th January, 1981, on 
8th December, 1981 and 19th July, 1982. The Ministry gave 
ODe directive. for reducing advertisement expenses. However. 
it was pointed out to the Ministry that our advertisement cost. 
W'Os within the usual business norm for our types of trade." 

5.32 In rc;,ply to a question whether the Holding Company was aliO' 
making periOOical assessment of the working of cerc, the Secretary Tex-' 
tiles, stated in evidence: . 

'''The holding company gets periodic reports. But at 'this particular 
meeting the holding company was not .represented". 

5.33 In onother context the Secretary. Textiles stated that "when it 
came to monitoring' the activities of the cerc, it is done ditectly b)r the 
Minjstry" . 

5.34 The Committee IIave received an inlpl'elSion that fa the maUer 
01 monitoring the admbIIstrative MInistry lias not played the role eXJ*ted 
of It DarIng the IaIt 4 years the MlaIstry beld ooly 4 perfOl'llUlDCe ..,., 
pnlal naeetlap. There is no In4lcatlon to ~ if the hoI«Ing com-
.... y was UIJIOdatetI with .. y of these meetiaAs. In fad II 1he bnmedI.-
'WIler 011 tM Ccnnpany. the holttinR Compa .. y on its own should line 
....... periodic perfonnnce rniew. of Its suhsIdIary. According to 
cae. file MbtJstry pve only one cJIredIye 'or redaclng advertisement 
espemes In reply to wIIIdI the cerc ,pointed out 11M their adftrtisemeDt 
cOSt WM witIaIn the .... 1 ha8lness normt. More Imporbmt probIenlill be-
settt", ftae company sadt as InMlequacy of finance, need for coordI ..... on 
W"een cere and HBEC do not a".. to have been dlSCII85ed at I.Y 
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sIItp. No meetiDp "ere held for I'e'riew of __ ac:eotIIIlts. 'I1Ie eo.. _dee cannot but stress that in order to make tile COIIcept of acc:ountabi-
Iify 01 the enterprise to Government eftedlve IIDd purposeful, tile perfor-
III8IICe revie" meetings should be held more frequently. Wbile IaoIdIDg 
Iae8e review meetings aIre should be tabo to .... IIId 8IIIIIyse lie 
problems and clmculties facecl by the aodertaJdq and provide pidance 
where necessary. It is also imperaflve that the representatives of the 
holclng company are also associated with these meetings. 
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FINANCIAL MA TIERS 

(a) A niwar Accounts 

6.1 According to~ction 210 read with sections 217 and 166 of the 
Companies Act, 1956, balance sheet 'and profit and loss accounts of a 
company together with the audit reports thereon and a report of the 
Board of Directors should be placed before the annual general meeting 
of that company within a maximum' period of 9 months of the close of the 
year failing which panel pTOvisions of the law would be attracted. 

6.2 According to Section 619A of the Companies Act annual report 
of a Government company in which Central Government is a member 
should be prepared within three months of the annual general body meeting 
and laid before both Houses of Parliament together with a copy of the 
audit report made by the Comptroller & Auditor General of India. Thus, 
the accounts should be finalised audited and laid before Parliament with 
an annual report within one year of the close of the financial year concerned. 

6.3 The annual Reports and Accounl'! of the CCJC trave been com-
pleted upto the year 1978-79 only. The accounts for the year 1979-80 are. 
fltated to be with C&:AG for their comments. The accounts for the years 
1980-81 and 1981-82 are yet to be finalised. • 

6.4 The CCIC has submitted the following reasons for the delay in 
the finaliS'ation of Accounts for the years 1979-80 and 1980-81. 

1979-80 
1. Detection of fraud and embezzlement in July, 1979. 

2. Seizure of certain records by the CBI for investigation in embezzle-
ment case. 

'3. Extra cautions approach adopted by the Statutory AuditorslGovern-
men! Auditors in finalisation of Audits. 

1980-g1 
1. The delay in finalisation of accounis for the year 1980-81 is linked 

up with the delay in finoalisution of audit for the year 1979-80. 

2. The Statutory Auditors for the year )980-81 were appointed by 
tbe Company Law Board on '23-4-1982. The Statutory Auditors 
have already taken up the "Audit. It is likely to take ahout 4 to 
5 months in completing the Audit. 

48 
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6.5 During examination of the Ministry, the Committee wanted to know 
the reasorts for delay in the finalisation of ~he Accounts. The Secretary, 
Department of Textiles, while admitting that tht:re was delay in the finalisa-
tion of the 'accounts, explained as under: 

"Under the provisions of the Company Law these accounts have 
. to be placed before the annual general meeting after audit 
within six to nine months of the termination of the previous 
financial year. The accounts of 1979-80 ...... were delayed 
because of some fraud and embezzlement case and the records 
were kept back. by the CBI for investigation. Anyway, the 
accounts of ] 979-80 were audited and placed before the annual 
general meeting 00 the 19th October, 1982. The Accoonb 
of 1980 are in the final stages of preparation. Here t~ Cor-
poratiOJl bas been -lagging behind ...... I understand from th~ 
CCIC Management that they are trying to complete the ac-
counts by February, 1983. There has been a chain of delay." 

6.6 UDder the provIsloas of the Compaay lAw, the .... e IhMt .D. 
profit It· loss ·lICcOuots of a Company together with the Audit Repelrt! tht-,... 
on M'e to be placed before the aanU1li pneraI meeting .r audit 1Irl ... 
six inondIs Of tbet10se of the previous financial year. De C .. __ 
fin,d that there bas been undue delay in the pretend .. of Annual Reports 
of the CCIC to ParJiament. Tbe reports for ~ yeIIrI 1979-10. 19110-81 
W!~98t-82 haVe not "et been presented. Duaiag the coune of erideallO. 
.~ De.......-.ent of Textiles admitted that there ... been a ~ 
.of delay' in the ftnalisation of ac:c0an4s. SudI delays sbouId be avoided 
b. .futun. The Com_Ute would ......... Govena ......... Impress 
upon the Compauy to fiulise .the ~ get thnt ...... riIIba"ldW 
stipulated period and al'l'8llge to present the same to ParIl..... without 
IIMIIer IBM .. 'fInae. . 

(b) Embezzlement Cose 

6.7. During evidence, the General Manager, CC[C informed that in 
1979 the CCIC had discovered anlnddent of embezzlement by an em-
ployee working in the Accounts Department. of the Corporation to the 
ttineof Its. 11 lakhs by fmud1llent acts' 3.nd forgery. The employee had 
floated a fictitious firm known as 'Siess and Bloom' in 19'72 which went 
on unnoticed Jor seven years. The case was in the court. A sum of 
Rs. 3 laktaa _d beeDrecovered from him in cash and his property h-ad also 
hoen attached. 

6.8. Asked as to how the miaappropriation was detected, the G~neral 
Manager, CCIC while admitting certain lacunae in the sy5tem stated:-

"Astar as the a,ency is coacemed, this wes mainly bappening in 
CMIr ~gnment 'aceount area. I certainly admit that had the 
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reconciliation been done periodically, it could have been detec-
ted earlier. There were certain lacunae in the system. AI. far 
as the direction was concerned, I would admit that it was just a 
chance when this gentleman was away on leave, a fOrged sig-
nature was found on the consignment account register. He 
used to forge the signature of the Assistant Menager who him-
self happened to see the register and fQUlld that it was forged .. 

» . 

6.9 Askexl about the departmental action taken against the person in-
volved, it was stated that the main accused and three other people for 
negligence in supervision bad been suspended. 

6.10 The CCIC informed in a note after evidence that four employ~ 
were implicated in the embezzlement case detected in July, 1979. They 
were charged on 24-1-1981 undcr sections 120-BR/W 420, 468, 471 end 
477-A, of the IPC in the court of Metropolitan Magistrate, New Delhi. 
The court examiRed tbec~arge-sbeet filed by CBI and ordered that all the 
accused be tried under 120BjR/W 420 and 477-A of lPC. The court 
also ordered that a Senior Accounts Assistant be additionally tried under 
secrioD 420 of IPC. 

1be case was still in the court and CBI recovered' e;ash lUl)ounliD& to> 
~. 2.53 lakhs approximately from the Senior Accounts Assistant's pos-
session. 

6.11 The following steps .ere reported to have been taken by the 
OOJC CO avoidrecurrcoce of such cases in future:-

(a) The procedure with regard to payment to COI18ignJ:nent partieS. 
has been streamlined. 

(b) We have started roteting staff from one job to anotber. " 

(c) 

(d) 

(e) 

The earlier practice of issuance of cheques across the table t<> 
the parties personally approaching for payment has been dis-
continued. The cheques are now being sent to the respective 
addresses of the suppliers by post. 
Endorsement of cheques by the authorised signatories in res-
pect of any corrections made in the cheques has been compte-
te1v stopped. In case of any mistakes in the writing of cheques 
th~ cheques are cancelled and fresh cheques issued in Heu 
thereof. 
The authority to sign cheques of value of Rs. SO,CXX'J/- and' 
above has been withdrawn from Assistant Managers (Fin-
aDCC) and essigned to Manager (F'lDIII:lC). 
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(f) To strengthen the accounting operation at Headquarters we 
have apPointed another Chartered Accountant as Deputy 
Manager (Finance). 

(h) The scope of internal audit has been enlarged to cover 100 
per coot checking of Store Accounts records. 

6.12 ,More than Rs. 11 IaUs were embezzIecJ by an 08ker by reso .... 
... to fraudnIent acts and forgery. The (&Ie remalned.-.otked for 7 

'yean aad WIS detected just by mnce. 'I1IIs causes • terlous reflection on 
the supeniIIory staft. It is also indicatil'e of the lacunae" the .,... 
feIIowed In the CCIC. The COIIIIIIifJ&ee would Bke tIuIt suhallle re ...... 
'steps be taken to nold recorrence oIl11Ch cues In future, 'I1Ie Co .... 
tee would also lib to be Informed IIJoat the oakome of the easel DOW 
pending in the Coarts In tlllsconnedloa. 

, 



vo 

WORKING RESULTS 

'7OJ The table below indicates the poSition regarding th.e actual turnQ-, 
Vet, ,fOIlS margin, expenses and the prOftt\loss of the C.orpora#9n sinc~ 
Ninception in 19'(;-77 'te-- 1981-82: - ' . " 

" '976-77 
1977-i8 

'1978-79 

'979-80 

,gRo-SI 

'9al -HII 

~-, ... _---"- -." '~--'---

. , :. {' ,j 

(Rs. in Inkh~) 

" 

~alel Gros. Eltpell!es Net Profit % of Net 
Mar!{in I LOllI Profit to 

Sl"'~ 

400 .68 , 17·09 '3,1,114- ( .. ) '3· '5 

400·66 '44·\14 i46·49 (-::- )2.115 
, 

SilO. 99 157·54 138 .98 (+) 18. 56 3·7~ 

531. 59 '59·33 '38 ,40 (-j )~0·93 3·97 

591·55 IS.. 79 '55·79 (+)9. 00 1, 0 5 

715.57 '99·00 1!l6.,26 (I ) Ill. 74 1.77 

. -~- -~-.-.-~ .. --~----.-.-.",-,-,------ .----

7.2 It is seen from the above that although the actual sales have re-
corded an increase over the years, the Corporation has suffered losse~ io 
the years 1976-77 and 1977-78. 10 the subsequent years Corporation 
made profits which 'IS a ,percentage of the sales range between I.OS per 
cent in 1980-81 to 3.97 per cent in 1979-80. During the same period 
the percentage of gross profit to sales ranged between 27:39 per cent in 
1976-77 to 29.33 per cent in 1978.79. 

,Administrative Overheads 

7.3 The overhead expenditure of CClC consists of personnel expense!!, 
administrative expenses, trade expenses, interest, depreciation and others. 

52 
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The f.Uowing table indicates the break-up of the overheads of C'CIC dur-
Ing f918-19, 1979·80 and I 98()"81 : .. 
-_. __ ..... _----

19110-111 

--r----------
1 P"r~ol\ll\el 82.06 5~% Ilj·44 63% gG.11I 6ll':0 

II. ,\dministration go·5:l 2li1~'~ 35·61 115?-" 39·4:1 !l5~'~, 

3 Trarlc F;xpcll5es IH.66 13'}~, 11.01 7·9% 11·75 7·5% 

't' Inte~tl· 4. 86 gOl 
10 0.50 0·4% !f. 11<1 ,·01 Ie 

!;. Depreciation 11·33 1.7% 3·55 1.6% +·1l9 3. r~~ 

.. 6. Orbers o.!)4 0'4% 0.'29 o.!l~~ 0·40 O·3~'~) 
R ._ ~ _. __ ". ___ ~ __ • ____ 

';0'.'0. '';'"'' -. 

138.97 IS8'40 155·'79 
--.--- ._-

The percentage of administrative overheads to total sales was. '1.1.7 
per cent in 1978-79, 26.0 per cent in 1979-80 and 26.0 per cent in 
198f-82. 

. 7.4 Asked whether the overheads of CCIC were DOt on tbc high side, 
the Corporation staled, "We. do not tQillk.that lileperccntaec c:I. ovedleada 
'tt;' the total saJes are on the high side. They vary.tween .~ to 27 ... 
'cent .which is weU within the standard norm applbble to .ny retail ~ 
ganisatiOn. Even if we compare it with __ IUBhly 'otglUli8ed retsil uea 
in America and Europe our overheads work out to be much lower. . ," 

7.5 However, when the Committee pointed out that the percentage of 
~inistrative overheads to total sales during 1978 .. 79. 1979-80 and 
1~8o-J 981 appeared to be on the hil@ side and asked whether .ny guide-
iiDes had' heeq jssued by the Holding. Company /Ministry. tQ cae' to 
rciduce the overhead expenses, the. AddJ. SeclY>tary and FillallCiatAdviur-
6t the 'MJ~istry stated in. evidence "In, so far as the rotail shops dcaliDaJ 
~ haMic;rafts a.re concerned. there is no prdst-ick aa such by which 
\w can say that 21 per cent is high' or low. Prima facie it doeli..;.ve an. 
impression that overheads of the order. of 27 per cent are on the high side. 
CC)C has been advised to have one more took with a view to reducing tbe 
overheads in this direction." He added that "an attempt in this direction 
was being made." 

7.6 The Secretary Textiles also slated during evidence: 
• -. • f" 

"About theadtninistnitive expenses we .... showed· our cortcern 
" and at the last performance review meeting. we. wanted ttJe 

CCIC to look iRto this and try to reduce thi •. " . 
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7.7 In regard to expenditure on personnel the record note of discus.. 
sioBS held by the Minister of State for Commerce with the representatives 
0{ HHEC and CCIC on 8 December, 1981, reveals: 

"Shri Bhasin (General Manager qf CCIC) sllated that total stair 
employed, both in Delhi Centre as well a$ the Branch Offi-
ces at Bombay, Calcutta and Jaipur is 625, of which 450 
employed in Delhi. Though he admitted that it is on the high 
side, it would not be possible to reduce the strength." 

7.8 In the first 1 years (1976-'7'7 & 19'77-78) of its .. erations tile 
CCIC incurred 108s of lb. 15·40 lakbs. From 19'78-79 to 1981-81 the 
Company bas macIe profit of lb. 61.%3 Iakbs. However, as a percentage 
of the total sales, the net profits earned during the last four years r1lJlled 
only between 1.05 per cent in 1980-81 to 3.97 per cent 101979·80, ... 
though the mi.o.imum mark-up for sales fixed by the Company is 30 pel' 
cent ~ this ROes .. to 65 per cent in certain categories of goods. 'l1H! 
obvious inference Is that the overhead expenses of the Company are quite 
....... 

7.9 The percentage of administrative overheads to total sales was 27.7 
. per cent in 1978-79, %6.0 per ceDi in 19'79-80 and 16.0 per cent in 1981-
81. '1110.... the management do not. agree that percentage of over __ 
to tile total sales WIIS on the hlgh side keepiBIg ia view die st.uIInl .....--
applicable to any retaU orpnisatioas, the Miaistry feel the prima-faci~ 
tbe percentage of administrative ove ..... Is exceMive. This CIIIs tor • 
detailed review and the Committee trust that the matter win be looked 
lato with a view to reduce the overhea. and thus Increase Company's 
proftts. 

7. Ie From the ftgures of overheads expenses of the company made 
1Ivanahle to the Committee, It Is seen that the .. expenses on personnel were 
lIS high as 63 per cent of the total overhead eJltPeDse8 In 19'79-80 and Q 
per ctIIt of lie toW Ia 1980-81. A realistic _estmeDt of the niq ....... 
ment of per80Dnel may allO be undertaken and' coaerete steps taken far 
the op8mum udlisatioa of the existing staff, which Is admlttecly o. .. 
... sIt1e." 

NEW DELHI; 

April 6. 1983 
Chaitra 16. 190~ (Salca) 

MADHUSUDAN VAIRALE. 
Chairman, 

Committee on Public UndertaJeiPII,f. 



APPENDIX 
SUMMARY OF CONCLUSIONSIRECOMMENDATIONS OF THE 
COMMITTEE ON PUBI.JC UNDERTAKINGS CONTAINED IN 1HE 

REPORT 
S1. 
No. Reference 

toparu No. 
in the Report 

(1) (2) 

1. 2.27 
&: 2.28 

Summary of Conclusions I Recommendations 

(3) 

The Central Cottage Industries Corporation was 
set up in 1976 as a wholly owned subsidiary of tbe' 

Handicrafts and Handloom Export Corporation of 
India, which in tum is tbe subsidiary of the Stale 

\ 

Trading Corporation. The CClC, was set up mainly 
to take over the business of the erstwhile Central 
Cottage Industries Association, whicb was attbat time 
running three emporia one each at Delhi, Bombay 
and Calcutta. However at the time of its incorpora-
tion as a Government Company in 1976, some lau-
dable objectives had been set down for the Company. 
These inter alia included development of markets for 
products of cottage industriell in India and abroad, 
promotion and development of cottage industries by 
providing them with capital and technical and mana-
gerial afiistance; establishment of imtitutions for 
providing training to artisans and craftsmen: and 
otherwise assisting the artisans and craftsmen in in-
creasing production and maintaiding highest 
standards, and traditions of workmenshlp and siems. 

The Committee's examination of the working of 
the Company during the last 6 yean . re-
vealed th9t precious little bad been done for achiev-
ing the objectives laid down. Its main activity hat 
been running of a few emporia for retail sale of 
bandicrafts and handl00m products. The actual sales 
tum over of cerc bas increased from Rs. 400.68 
lakhs in 1976-77 to RI. 715.57 lakhs in 1981-82 tNt 
tbis comtitutes a very inligniftcant fraction of the 

---------------------- .-----------
5S 
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(2) (3) 
-----.-~---. -. ---- .. ..".,-~---- -----_ .. ,------,,------. -. - .. _-------- .--. 

\ 

2. 
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country·s total trade of handicrafts and handloom 
products. Even' though no precise asSessment of the 
total trade of handicrafts 'and bandloom products hu 
been made sO far; the CCIC's share in this trade is 
not expected to be more than 4 or 5 per cent. With 

. such a meagre turnover what impact CCIC could 
make in promoting and developing handicrafts and 
handloom products. in the country Is not clear to the 
Committee. 

2.29 The Ministry considered the role of CCIC only 
to be tRat of a retail tfading organisation witll the 
developmental activities for promotiOg and encourag-
iag ttadkioDat crafts bavingbeen assigned to the 
Development Commissioner Handicrafts. It has been 
a retail selling organisation,. because when it was 
established. simaltaneously tha All India Handicrafts 
Board was set up,. which was basically a develop-
mental body. However that there has. been no clear 
tut dem&reatioll. of the functions of the two organi-
sations, ill obvious from the tact that the Design Cell 
set up by CCIC for design development is more of a 
developmental activity. The Committee do not wish 
to suggest etat<XIC shduld not undertake any deve-
l&plllental activity but would eDlphasise that the ob-
jectivc8 and ebliglrtions should be clearly defined and 
lai4 down DOt itUhe all embracing language of Arti-
cles of Associatioa but in precise terms. The objec-
tives so defined should serve" as a mandate for the or-
ganisation and its performance should be evaluated 
with refer¢noe thereto. 

3. 2.30 The Committee do not consider that the role of 
cOle should be limited to running of some emporia 
or sophisticated retail shops exclusively for elites. It 
should have a lJ10re meaningful purpose for playing" a 
positive role in the economic life of a wider ~ection of 
poor artisans !lQd craftsmen: thus subserviog a larger 
national cause. In this conte,;! the Company wilt 

I ,- 'haye .to expand its activities with a view to generating 
more resources. which can be employed for unJer-
taking more of promo:ional and developmental work. 

'. . ------- - -- -~--,---- -_._---- --
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The Committee, need hardly point out that mana-
gerial, organisational and financial resources will have 
to be provided for to enable the CCIC oW take over 
the responsibility of purchasing and disposing of a 
wider range of handicrafts and handloom prOdUCts. 

4. 2.31 The Committee recommend that concrete mea-
sures should bet taken to step up me CCICs share in 
the total volume of trade in haDdicrafts and handloom 
so that it can make an impact and justify its role as 
an agency fOr promoting and developing handicrafts 
and handloom products in the country. 

5. 3.6 The paid-up capital of Rs. 50 lakhs, which is 
wholly subscribed bytbe holding company, is obi-
viously inadequate. If the CCIC has to enlarge its 
area of operation, which the Committee feel it should, 
it would have to be provided with adequate capital 
base. The Secretary, Department of Textiles ad-
mitted that the Company s.uffered from fiDancial 
constraints and there was need for injection of morc 
equity capital. The Committee would like that a 
realistic appraisal of the immediate financial require-
ments of relC, keeping in view the role assigned to 
it, should be made and necessary finances arranaed 
in whatever form considered desirable. This should 
be suitably augmented after finalisation of the Cor-
porate Plan. 

6. 3.15 A perspective plan covering a few years period 
stated to have been drawn up by CCIC has not been 
considered/approved by the Board of Directors of 
CCIC or HHEC.· The so called perspective plaD., ac~ 
cording to the Ministry, was only bare a 'bare outUne'. 
In regard to the future expansion plans of the CCIC, 
the management has projected an annual growth rate 
of 10 per cent in their volume of operations. The 
Committee feel that a comprehensive growth plan for 
the OOIC should be drawn up after its areas of 
operation have beel1 clearly demarcated and tbe rela-
tionship of role and HHEC dearly laid down in the 
light of the cccommendations of the manqement 
consultant. 

- ----------
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7. 3.33 The CCIC has regarded export acti\i.ty as 
only incid.ntal to its domestic trade and until recently 
. no specific steps had been taken for developing u-
pon market for Indian products. The Committee 
were informed that in 1981 the Board of Directors 
of CCIC took a policy decision to divert its rtiour-
cea . to the export of handicrafts and handloom pro-
ducts and <X:.lC has now initiated efforts in this 
,mection. It has been stated that a team of two 
executives Was sent to London in August, 1982 in 
this connection. Between HHEC and CCIC there 
used to be a division of activities in that HHEC 
concentrated on exports and CCIC did the retail 
sales in the country. With CCIC entering the field 
of exports the question of coordination between 
the two bodies assumes significance. The Chairman, 
CCIC, who is also the Managing Director of HHEC 
was candid enough to admit that "there is a pro-
blem in the sense that HHEC being a mother or-
ganisation wants to control expdrts." He further 
stated that "the coordination aspect as it stands 
today is not excellent but because we have now a 
common Chairman, the coordination is not any 
problem any more." The Committee feel that there 
could be no justification for duplication of efforts. 
In order to ensure that there is no overlapping of 
efforts and no scope for any misunderstanding, the 
role of the respective organisations in the matter 
of exports should be clearly spelt out. 

8. 3.34 The Committee alSo find that before CCIC 
became a subsidiary of HHEC, it was exporting 
high fashion garments through two importers name-
ly Mis. Heiser Egan of New York and Mis. Treacy 
LoWe Ltd. of London. Through this activity CC):e 
was not only doing fairly good business in high 
fashion gannents but had also earned valuable 
foreign exchange. With the establishm6d! of HHEC 
primarily as an export agency, CCIC's interest in 
garments export diminished. After the termination 
of its agreements with two foreign agencies, it ha!l 
decided to hand over the exports of high fashion 
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garments to HHEC. This particular position hu to 
be reconcilod with the policy decision taken by tile 
~oard .of cac in 1981 to enter the field of exports 
lD a big way. The Committee do Dot find any reason 
for depriving the CCIC of the benefit of exports in 
high fashion garments for which they have develop-
ed considerable expertise over the years, without 
diluting its main function of internal trade. They, 
therefote, suggest that the areas of activities of the 
two sister concerns may be clearly delineated so 
tha~ CCIC can enter the expon field without in 
any way impinging on the role of HHBC, which 
has been specially established for handling exports. 

9. 3.35 The Committee wou1d. also like that in the 
matter of exports new ateas of Asia, Gulf countries 

. at)d Socialist countries like USSR be explored for 
giving a fillip to the exPOrt of Indian Handicrafts 
and Hand1oom. 

10. 4.33 The Committee have been informed that 
before t 919 CCIC had more links with the private 
traders than the artisans, as it had been buying the 
bulk of merchandise from the traders. TbJa meant 
that right upto 1919, the Company had been func-
tioning like any other retail trader by buying arti-
cles from the middlemen and selling the same after 
adding a mark-up which ~ould eDJUre a . marFn 
of profit. That surely could not have been the ob-
jective envisaged for a public undertaking like CCIC. 

11. 4.34 It has been stated that after 1919, the <XIC, 
while making purchases of handicrafts has been 
givin)! preference to artisans, cooperative societies 
and State corporations. However, even during tbe 
years 1919-80 to 19R1·82 the share of the private 
Iraders in the total purchases made by CCIC remain-
ed as hifi!h as 32 per cent and thj~ figure has rema-
ined almost stationary all th('~(' vears indkatinc:! 
that even now much effort has not been made to 
Clp!,roach more arfis:mo and crartsmen. 
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12. 4.35 The Committee feel that the tendency to resort 
to purchases from private traders in preference to 
artisans and cnlftBmen or their cooperatives needs 
to be curbed effectively. CCIC must keep in mind 
that the primary object for its setting up is to assist 
artisans and craftsmen and eliminate the middle-
man. The Committee would expect the CCIC to 
make every effOrt to procure maximum possible 
quantities from the artisans and· craftsmen and to 
bring down the percentage of purchases from the 
private traders to the mjnimum. The procurement 
policy should be reoriented to provide that no pur-
chases will be made from the private traders except 
in very exceptional cases. The Committee alSo re-
commend that the infrastructure for the procure-
ment may be suitably strangthened. The Committee 
would like to be informed about the concrete mea-
sures taken in this direction. 

13. 4.36 One way of increasing the proportion of 
purchases from the artisans or craftsmen could be 
that just as private traders are helping the artisans 
etc. by advancing money, CCIC should atsooonsi-
der eXtending financial help or arranging for sup-
ply of raw material at reasona.ble rates. It need 
hardly be pointed out that maximisation of purcha-
ses from the artisans and craftsmen will not only 
eliminate the Company's dependence on private 
dealers but win also be conducive to healthy inter-
action culminating in financial benefit both to the 
Company and the artisans and craftsmen. 

14. 4.37 The Committee were given to understand that 

------

the traditional craftsmen and other artisans were 
not getting facilities kl market their oroducts to 
cerC. The Secretary, Department of Textiles white 
admittin/! this in evidence stated "I would not say 
tbat we are comoletelv haooy with the present situa-
tion. . ." He added that "in tbe first instance, it is 
for the Ilrti~a"~ tn I!TOUO themselves into coopera-
tiveS .... if there is a coooerative institution, it helps 
them to market the products better, it also belps 

. ------.. _- ,,_ ........ " ,-_. -- ,- ---- •• --- - _____ "p ~_ •• ,, __ •• _ ••• __ .----• 
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them to . obtain the finance and raw matorials 
better ... " The Committee suggest that tho artisans 
aDd craftsmen should be afforded all possible help 
including finance to enable them to form their own 
cooperative societies SO that the sale of products 
produced by the artisans and craftsmen is regulated 
in a manner which would enable them to safegu-
ard their interests and saVe them from exploitation 
by the private traders. 

15. •. 38 The Committee have been informed that the 
CCIC do not always get traditional products of 
good quality in quantities sufficient to meet demand. 
According to the CCIC, the State Corporations en-
gaged in the development of crafts could play an 
important role in maintaining tradition and excel-
lence of craftsmenship by providing design input, 
technical know-how, quality raw material to crafts-
men, developing packing with indigenous and tradi-
tional packing material etc. The Committee desire 
that the matter should be pursued through the 
Development Commissioner Handicrafts. 

16. 4.39 The Committee are anious to see that the 
artisans and craftsmen are enabled to get the maxi-
mum prices for their products and at the same time 
are freed from the clutches of unscruplous middle-
men. They regret that. no systematic analysis has 
been made to ascertain the cost of production of 
articles produced by the artisans and craftsmen and 
the extent of profit margin IliCCUring to them and 
the traders. This aspect of the matter needs to be 
studied with a view to ensuring a reasonable re-
turn for the labours of artisans and craftsmen. This 
wilt iocidentaI1y help the CCIC in exercising a 
ebeck 00 the reaSonableness of the prices of pr0-
ducts required to be purchased from the traders In 
the interes of business in exceptional circumstances. 

17 4 .. 0 The Committee n"te that the State COrporations' 
State organisations are agencies working indepen-
dent of CClC for the promotion of handicrnft.~ 
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They have be~n infOrmed that the CCIC eDtered 
into buying arrapsements with four State Corpora-
tions, as accordiIig to them, the State Corpora-
tions could follow up orders placed by the Com-
pan and the could als oexercise quality control aDd 
secure delivery schedules, but these arrangements 
did not last. The Development Commissioner 
(Handicrafts) informed in evidence that accord-
ing to the present working arrangements, the CCIC 
and State Corporations have their separate out-lets. 
There were however buying arrangements between 
CCIC and State Corporations not on the competi-
tive but on a busines&-deal basis. Even then the 
Committee would like the Ministry/Company to en-
sure that there is no duplication of efforts and UD-
healthy competition between the CCIC and State 
Corporations in the matter of promotion of bandi-
craft and handloom products in various States. 
There is also need for better and more purpoieM 
coordination between CCIC and the State Cof1lOra-
tions. 

18. 4.41 The Committee have been informed that DO 
detailed survey has been done in regard to opening 
emporia and sale out-lets in places where Five-!tar 
hotels are coming up, nor any efforts have been 
made in that direction. The Committee feel that 
big tourist hotels, other tourist centres and interna-
tional airports in the country could be a very good 
medium to sell' handloom and handicraft products 
nnd it could enlarge the scope of working of CClC 
much more. . 

1 C). ~ .16 I n the absence of a clear perception of the 
objectives and oblilr.ltions of CCIC at the time of its 
incorporation in 1976. no ~eriO\ls attention s-~ems to 
have heen paid in dctel'll1ining its f!!anagement s!ruc-
ture. It ha5 been stated that the proposal initiallv 
under consideration hy the Minil'ltry wa~ that ('('Ie 
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may be formed as a subsidiary of STC. Later, how-
ever, it was felt by Government that the purpose in 
view would be better achieved by entrusting the 
management responsibility to HHEC aDd tho respon-
sibility for financing to STC. This is how CCIC came 
to be formed as a subsidiary of HHBC', which in tum 
is a subsidiary of STC. The appointments to the 
Board, the Chairman as also of the Olief Executive 
of CC1C are made by Government. In terms of re-
porting too, OCIC reports directly to the GovCl'JlIDent 
although it is reportedly sending reports to HHEC 
also as required under Article 72 of the Articles of 
AssOciation. The rdationship between HHEC and 
CCIC has been limited to the appointmest of some 
Directors of HHEC alongwith some Directors of STC 
.on the Board of CCIC. Even the monitoring of ·the 
performance of CCIC was being done directly by the 
Ministry. This arrangement has apparently not wor-
ked satisfactorily and the dual control has not been 
conducive to efficient fooctioning of CCJC. The 
structure of CCIC with particular reference to its 
relationship with HHEC has been reviewed by a 
Management Consultant who has inter-alia sugcsted 
several changes in CCIC's relationship with HHEC. 
The Committee feel that efficiency and development 
of an organisation depends upon the manaaement 
structure it has. The Committee have DOt gone into 
the merits of the recommendations made by the 
maDagement consultant. They nevertheless fecI that 
in case CCIC continues as a subsidiary of HHBC, 
it should have a separate Board even though tbere 
could be a common Chairman for the two companies. 
The Committee also wish to emphasis that the re-
commendations of the manag4Jl1ent consultant should 
be considered early and necessary action initiated (or 
their implementation to the extent possible. 

20. S.28 One obvious. drawback arising Out of the dual 
control of CCIC by Government end HHEC haa 
been that top appointments have been badly delayed 
to the deteriment of the cere. It is surprising that 
for a period of more than 3 1/2 years the Company 
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was without a Chairman. During the same period 
only two Government Director§. constituted. the Board 
and discharged the functions of the Board. Between 
1976 and 1982 as many as 4 Chairmen and 3 alief 
Executives changed hands. Although tho present 
Chief Executive, who is known as General Manager, 
is in position sinCe 1979, surprisingly he is not a 
member of the Board. The <ltainnan OCIC bas in-
formed that the need for making the Otief Bxccutive 
a member of the Board has been felt and Government 
approached in the matter. The Secretary, Depart-
ment of Textiles, however, stated that Government 
was stilI awaiting the comments of the Boards of 
CCIC and the HHEC on the suggestions/recommen-
dations made by the Management coosultant. 
After examination of the Ministry's repreeentatives, 
the Committee have, however, been informed that the 
Ministry have accepted that the Chief Executive 
should be designated as Managing Director and the 
matter was being processed for obtaining the requi-
site approval. It only illustrates how casually the 
working of ceiC has been looked upon both by 
Government aDd the holding Company. 'The Com-
mittee cannot but express their unhappiness at this 
state of afmirs. They trust that necessary action to 
make the Board a meaningful body and the Otief 
Executive a more purposeful functionary will be ta-
ken without further loss of time. 

21. 5.34 The Committee have received an impression 
that in the matter of monitoring the administrative 
Ministry has not played the role expected of it. During 
the last 4 years the Ministry held only 4 perfolTl18nce 
appraisal meetings. There is no indication to sug-
gest if the holding company was associated with any 
of these meetings. In fact as the immediate owner 
of the Company, the holding Company on its own 
should have organised periodic performance reviews 
of its subsidiary. According to CCIC, the Ministry 
gave only one directive for reducing advertisement 
expenses in reply to which the CCIC pointed out 
that their advertisement cost was within the usual 

--- _._._----_._----------
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business norms. More important problems besetting 
the Company such as inadequacy of finance,nced 
for coord!nation between CCIC and HHEC do not 
appeer to have been discussed at any stage. No 
meetings were held for review of annual accounts. 
The Committee cannot but stress that in order to 
make the concept of acoountability of the enterprise 
to Government effective and purposeful, the perfor-
mance review meetings should be held more frequently. 
While holding these review meetings care should be 
taken to discuss and analyse the prob~e.ms and diffi-
culties faced by lhc undertaking and provide gui-
dance where necessary. It is also imperative that 
the representatives of the holding company are also 
associated with these meetings. 

6.6 Under the provisions of the Company Law, the 
balance sheet and profit and loss accoWlts of a Com-
pany together with the Audit Reports thereon arc to 
be placed before tile annual general meeting after 
audit witltin six moatbs of tbe close of the previoUIl 
finanCial year. The Committee find that there has 
been undue delay in the presenting of Annual Re-
ports of the CCIC to Pa,r1,iement. The reports for 
the years 1979 .. 80, 1980-81 and 1981-82 have not 
'Yet been presented. During the course of evidence, 
Secretary Department ()f Textiles admitted that there 
has been a 'chain of delay' in the ftnalisation of ac-
counts. Such delays should be avoided in future. The 
Committee would suggest that Government should 
impreas UPOD the Comp$.ny to finalise the accounts, 
Jet them audited within the stipulated period and 
arrange to prescnt tbe same to Parliament without 
further loss of time. 

6.12 More than as. 11 bkhs were embezzled by 
an officer by resorting to fraudulent acts and forgery. 
The case remained unnoticed for 7 years and was 
detected JUSt by chance. This causes a serious re-
flection on the supervisory staff. Tt is also indicative 
of the lacunae in the system follOWed in the roc. 
The Committee would like that suitable remedial 
steps be taken to avoid recurrence of lIuch ca'leS in 

--------- •. _------ . ----' _., .. -.,.....--..':--: 
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future. The Committee would also like to be inform-
ed about the outcome of the cases now pending in 
the Couns in this connection. 

24. 7.8 In the first 2 years (1976-77 & 1977-78) of its 
operations the <XIC incurred loss of Rs. 15.40 
lUbs. From 1978-79 to 1981-82 the Company has 
made profit of Rs. 61.23 lakhs. However, as a per-
ce~age of the total sales, the net profits earned during 
the last four years ranged only between 1.05 per cent 
in 1980-81 to 3.97 per cent in 1979-80, although 
the minimum mark-up for sales fixed by the Company 
is 30 per cent and this goes up to 65 per cent in 
certain categories, of goods. The obvious inference 
is .that the overhead expenses of the Company are 
quite high. 

25. 7.9 The percentage of administrative overheads to 
total sales was 27.7 per cent in 1978-79,26.0 per cent 
in 1979-'80 and 26.0 per cent in 1981-82. Though 
the mBllagement do not agree that percentage of over-
heads to the total sales was on the high side keeping 
in view the standard norms applicable to any retail 
/Organisation, the Ministry feel that prima-facie the 
percentage of administrative overheads is excessive. 
This ca1ls for a detailed review and the Committee 
trus.t that the matter will be looked into with a view 
,to reduce the overheads and thus increase COJIl'PanV's 
profits. 

26. 7.10 From the figures of overhead expenses of the 
Company made available to the Commit·tee. it is seen 
that the expenses on personnel were as high as 63 
per cent of the total ovemead expenses in 1979-80 
and 62 per cent of the total in 1980-81. A realist,ic 
assessment of the requirement of personnel may also 
be undertaken and concrete steps taken for the 
optimum utilisation of the existing staff, which is 
admlttedly on the high l:ide. 
---- -_._----
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