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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised
by the Committee, do present on their behalf this Hundred and
Thirty-Third Report (Fifth Lok Sabha) on the Report of the Comp-
troller and Auditor General of India for the year 1971-72—Union
Government (Civil) relating to Ministries of Finance, Home Affairs
and Cabinet Secretariat (Department of Personnel),

2. The Report of the Comptroller & Auditor General of India for
the year 1971-72—Union Government (Civil) was laid on the Table
of the House on 18th April, 1973, The Committee examined the

" Report of the Comptroller and Auditor General of India for the
year 1971-72—Union Government (Civil) relating to Ministries of
Finance, Home Affairs and Cabinet Secretariat (Department of Per-
sonnel) on the 25th August, 1973, 18th October, 1973 and 27th
November, 1973. The Cobmmittee considered and finalised this
Report at their sitting held on the 29th April, 1974. Minutes of the
sittings form Part II* of the Report.

3. A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report.
(Appendix) For facility of reference these have been printed in
thick type in the body of the Report.

4. The Committee place on recond their appreciation of the
assistance rendered to them in the examination of these Accounts

and Audit Paragraphs by the Comptroller and Auditor General of
India.

5. The Committee would also like to express their thanks to the
officers of the Ministries of Finance, Home Affairs and Cabinet
Secretariat (Department of Personnel) for the cooperation extended
by them in giving information to the Committee.

New DeLHI; JYOTIRMOY BOSU,
April 29, 1974 Chairman,
Vaisakha 9, 1896 (S) Public Accounts Committee,

*Not printed (One cyclostylied copy laid on the Table of the House and five copies
placed in the Parliamemt Library.

]



CHAPTER 1
MINISTRY OF FINANCE
Currency Note Press, Nasik Road

Capacity and utilisation

Audit paragraph

1.1. Introduction: —The Currency Note Press at Nasik Road, one
of the two wings of security printing (the other being the Stamp
Press), was established in 1928 for the printing of Indian currency
notes which were till then being obtained through the Bank of
England from 1862. In March, 1957, Government sanctioned the
setting up of a second unit (referred to as New Currency Nete
Press hereinafter). This unit was commissioned in July, 1961. A
new press is also being established by Government at Dewas,
Madhya Pradesh for printing currency notes of denomination of
Rs. 10 and above.

. 1.2, The Press is primarily intended to meet the printing require-
ments of one rupee currency notes issued by the Government of
India and bank notes of other denominations required by the Re-
serve Bank of India, the production of which is undertaken on the
basis of indents received from the Reserve Bank of India.

1.3. The main raw material required for the production of notes
is the currency and bank note paper. Till September, 1967, this
paper was being wholly imported from UK. With the commission-
ing of “the Security Paper Mill, Hoshangabad in June, 1967, the
requirement of paper is now fully met by that Mill (during October,
1967 to September, 1969, small quantities of paper were also im-
ported besides indigenous supplies).

1.4. Determination of capacity:—The press (both old and new)
has two main section, Operating (Printing) and Control sections.
The, Operating Section is responsible only for the printing of paper
which is held in charge of the Control Section’s crew on the machi-
nes, supervised by Control staff. The Control Section is responsible
for drawing blanks, getting them printed in the three stages (back
side printing, both side printing and numbering) and all the subse-
quent operations of examination, cutting, replacement of bad notes,
accounting of good and bad notes, final bundling an¢ aacking. On
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account of security considerations, therefore, the capacity of the

Press is mainly determined with reference to the output potential
of the Control Section.

(a) Control Sections.—The Control Section in both the Presses
function only in single shift (day shift) of 8 hours. On this basis,
the capacity of the Control Sections in the Old Press and the New
“ress was fixed as 5.2 million pieces and 5.4 million pieces per day
and remained effective upto 1970-71; the denomination-mix assumed

m determining these capacities has not been indicated by the
Management.

The capacities of the Control Section of both the Presses were
reassessed for the yegr 1971-72 and fixed at 4.584 million pieces per
day for the New Press, based on the following denomination-mix:—

Ol Press New Press
Re. 1 . . . . 20,64.000 29,28,000
Rs. 2 8,2.4,000
Rs. s . 13,60,000 —
Rs. 10 . . . . —_ 27,20,000
Rs 1000 3,36.,000 _—
45,84,000 56,48,000

The reduction in the capacity of the Old Press during 1971-72 has
been attributed (July, 1972) by the Managemet to the increased pro-
portion of higher denomination notes i.e. hundred rupees notes, as
compared with the actual production in 1970-71, the increase being
1.05 per cent. Although the number of higher denomination notes
of Ten Rupees and Twenty Rupees produced in the New Press in
1971-72 also increased as compared with the previous year, the
capacity was assessed at a higher figure. While clarifying this, the
Management have stated (September, 1972) as follows:-—

“Two extra operations are.involved in processing the notes of
Rs. 100 than Rs. 10. They are:

(i) Taking over by count the notes from one section 1o
other; and
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(ii) Seeond examination of note forms, Besides this, the
quota of work in respect of Rs. 100 notes is comparative-
ly less which necessitates requirement of more men and
space.”

In the absence of denomination-wise norms of production, the
re-assessment of capacily of the Oid Press at a lower level and that
of the New Press at a higher level during 1971-72 as compared with
1970-71, is not susceptible of verification.

(b) Printing Sections.—The printing work in the Old Press is
done in one shift while the printing section in the New Press func-
tions in two shifts (day shift and night shift) of 8 hours each.

In both the Presses, a unit of printig comprises a three colour
and two colour printing machine. The Old Press has ten units and
the New Press eight units, inclusive of one unit each as stand-by
which are excluded in determining the effective printing capacities.
Based on the printing capacily of 21 reams per shift of 8 hours
(assuming 50 per cent utilisation of ava’lable machine tone for ac-
tual printing and realisable production of 525 reams per utilised
hours), the daily capacity of the 9 printing units in the Old Press
and 11 units (7 in day shift and 4 in night shift) in the New Press
works out to 189 rewms and 231 reams respeclively. The printing
capacily based on the denomination-mix for 1971-72 as given in sub-
para (a) above was, however, assessed by the Management as 139
reams and 189 reams for the Old Press and the New Press respec-
tively. The short assessment was cxplained by the Management
September, 1972) as under.—

“Provision for more printing is always made as there is loss of
production due to following reasons:—
(i) Less output in rainy season.
(ii) Closure of machinery for want of crew when the
absentees are more than the admissible limits.

(iii) Time taken for change overs on machines from one job
to another.”

Based on the following denomination-mix, the optimum capacity
of the Press, both old and new Units, was assessed by the Manage-
ment in August, 1964 as 3636 million notes per annum.

Re. 1 55°3%
Rs. 2 8'2‘}{,
Rs. 5 13°5%
Rs. 10 21°6%
Rs. 100

1°4%
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The above capacity was based on one shift working in the Old
Press and two shifts working in the New Press (night shift only
with 4 printing units). However, durig 1971-72 the number of units
actually worked in the night shift of the New Press ranged between

4 and 7-1]2 units.

1.5. It was stated (April, 1971) by the Management that a “change
in this break-up affects the production, since the procedure followed
and men required for various denominations are different.”

UTILISATION OF CAPACITY

1.6. {(a) Control Section.—On the basis of capacities indicated in
para 2.1(a) above the achievable production and the actual produc-
tion in the Control Section in each Press during the last years, are
indicated below:— '
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The decline in the percentage of actual production to ach.tevable
production during the years 1968-69 to 1970-?1 has been attributed
to nonfilling of vacant posts of workmen during these years, as per
Government directive. The actual production, however, exceeded
the achievable capacity during 1971-72 which has been explair'xed
(July, 1972) by the Management on account of the folh?wmg

reasons: —

(i) The recruitment of workmen for the second phase pro-
gramme to be started from lst April 1972 was started in
January, 1972.

(ii) In order to meet the sudden demands of Bangla Desh
notes, some short cut methods were resorted to raise the
production.

(ii) In order fo meet the sudden demands of Bangla Desh notes,
extra production within the same time and without any
extra remuneration.

(b) Printing Section.—Targets of production of various denomi-
nations of notes are fixed by the Management on the basis of indents
placed by the Reserve Bank of India and after taking into account
the capacity of the Control Section. The following table indicates
the total production of notes (targeted and actual) and the percent-
age of each denomination of notes to the total production, during the

last five years: —



1967-68 1968-69 1969-70 1970-71 1971-72

Target Actural Tatget Actual Target  Actual Target Actual Traget  Actual
*  produc- produc- produc- produc- produc-
tion tion tion tion tion
No. of notes in million prices 3845 3911 3930 3670 3650 3617 3410 3390 3740 3767*
Denomination-Mix (per cent)
Re. 1 55 56 54 54 50 51 48 48 49 43
Re. 1 5 6 Io 10 9 9 9 9 8 8
Rs. s 14 14 14 14 13 13 14 14 13 13
Rs. 10 24 22 20 20 24 24 26 26 27 27
Rs. 2¢ — — — — i -— — —_ —_ —_
' ) 2 .
Rs. 100 2 2 2 2 3 1@ 3 - 3 3 3

NOTES :—
1. @ Comprises of Rs. 1,000 Rs. §,0c0 an< Rs. 10,000 notes.

2. *Actual production in 1971-72 excluded the following a’‘itional production,



(A) Bangla Desh Notes ¢ Denomination Million picces
Re. 1/- 564
Rs. 5/- 40
Rs. 1o/ 22°6
Rs. 100/~ 162
99°2
(B)  Rs. 20notes against April, 1972 to September 1972 indentofthe R. B. I 14°0
1132

In order to meet increased demands of the Reserve Bank of India
targets higher than the optimum capacity of 3636 million pices were
fixed for the years 1967-68, 1968-69 and 1971-72. The non-achieve-
ment of production targets during 1968-69 and 1969-70 has been
atributed (February, 1973) to the following reasons:—

(i) Non-filling of existing vacant posts by way of economy
measures;

(ii) Reduction in working hours during 1968-69; and

(iii) Increased demand of Ten Rupees notes during the year,
1969-70. -

[Paragraph 43(1) (2) of the Report of C&AG of India for
the year 1971-72—Union Government (Civil)].

1.7. The Committee were informed that the two presses at Nasik
were printing currency notes as per indents placed by the Reserve
Bank of India. The General Manager Nasik Press deposed during
evidence: “The demand of the Reserve Bank is much more than
what is actually indented. They place their indent depending upon
what we can give them.”

1.8. The Committee desired to know whether the Nasik Press
was in a position to meet the entire demand of Reserve Bank notes.
To this the General Manager Nasik Press replied that they were not
able to do that and that is why a new press at Dewas was being set
up. In reply to another question he said that there was a big gap
in the requirements of the Bank and the supplies made by the Press.
He however. added: “The printing capacity at the present moment
is more than enough. *"We can meet the Reserve Bank demand.
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Control capacity is not enough.” Asked whether because of the in-
sufficiency of the controlling section the capacity of the press re-
mained idle, the witness replied: “That is a fact.”

1.9. The Committee were informed that during 1973-74 by em-
ploying more men and by working long hours the Press had reached
a daily average of 16 million pieces per day and the production had
increased. However, whatever they were producing was not enough
to meet the requirements of the Reserve Bank. The General
Manager, Nasik Press stated: “Even if we do a little bit more they
(Reserve Bank) always accept it, because at present they have no
reserve. Actually, the Reserve Bank wants that a minimum of 3
month’s reserve should be there, but we are unable to cope with
that demand. So, even if we produce anything in excess, they al-
ways welcome it.”

1.10. The Committee desired to know how the Reserve Bank
determined its annual requirements of notes and placed inaents with
the Press. A representative of the Ministry of Finance stated:
“This will be required on the basis of money supply. The Reserve
Bank decides it on the basis of its requirements on monetary con-
siderations, the level of prices and the general level of requirement
from banks and the general requirement of money supply.”

1.11. The Secretary, Department of Economic Affairs further
clarified that annually about 88 per cent of the notes in circulation
required replacement and considering the present number of notes
in circulation as 5000 crores the annual replacement would be of
the order of about 4200 crores.In addition to the annual replace-
ment new notes to the extent of 6 to 8 per cent of the present num-
ber of notes in circulation were required to be printed.

1.12. The projections of the gross requirements (addl. circulation
requirement and additional stock requirement) of notes by the Re-
serve Bank of India, as furnished by the Ministry of Finance, are as
under: —

Year R (figures in crores )
Requirements of all denominations.

1973-74 . . - - - - 522-41
1974-75 . - . . - . 582-49
1975-76 . . . . . . 612-53
1976-77 . . . . . R . 66145
1977-78 . . . . . .- 714-05§

1978-79 . . . . . . . 770°79
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Cupacity of the Printing Section

1.13. The Audit para states that the printing work in the old
Press is done in one shift while the printing section in the new
Press functions in two shifts (day shift and night shift) of 8 hours
each. The Committee desired to know the reasons for having only
one shift in the old Press but two shifts in the new Press. In a
note, the Ministry have stated: “The reasons for having one shift in
Old C.N.P and two shifts in New C.N.P. sre enumerated below:

(a) Most of the printing machines of the old C.N.P. were in-
stalled 20 to 25 vears back and their utilities for printing
have diminished. Their utilisation in two shifts will in-
volve heavy maintenance expenditure and will also
shorten their useful life.

(b) The locations of the machines in New C.IN.P. have been
scientifically arranged. All the machines required for
printing, numbering and culting are localed in proper
sequence, i.e., Offset machines (3 Col. and 2 Col.)). Num-
bering machines and Guillotine machines are arranged ac-
fording to sequence of operations.

(c) In the New Currency Notgs Press, every section has got
spacious strong rooms for storing printed balances.

(d) In the New Currency Note Press, better lighting and ven-
tilation arrangements have been made being planned at
a later date.

(e) If the night shift is planned at one place. the overall
strength of supervisory staff, watch and ward staff is cco-
nomical. All these factors weighed while deciding on 2

shift working for New C.N.P. and single shift working for
Old CN.P.”

1.14.During evidence the Committee enquired whether the machi-
nery in the old Press could not be replaced out of the Depreciation
Fund and new machinery installed with a view to working two shifts
for maximising production. The Secretary, Department of Economic
Affairs stated: “The answer to that question is that though we con-
ceptually have a depreciation fund, the amount comes out of the
general revenue. It is not a fund kept separately in a bank. It is
conceptually added to the cost of what we sell. In terms of replace-
ment we find it more economical to get more use out of this, because
the replacement is costly and there is the question of foreign ex-
change involved. Further, we are setting up facilities elsewhere.”
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1.15. He added: “There is also the guestion of having so much
control staff. At the moment we do not have accommodation for
that staff. So, it would be a question of changing the lay out. Now
we are setting up & new press which will provide us with adequate
production.”

1.16. The General Manager, Nasik Press stated during evidence:
“The idea in adding another press is that. we want to improve our
notes.” On being pointed out by the Committee that what was re-
quired for increasing production was improvement of the controlling
section which imposed a limitation on the production, the witness
stated: “The existing presses are too old. Naturally if you want to
increase production, then you will have to replace those presses also.”
In reply to a question he added: “At present we have 18 machines
and if we are to replace all the machines, since the new machines
are more efficient and each new machine is equivalent te two old
ones, we may have to buy half the number. Each machine would
cost about Rs. 50 lakhs; so the total would be about 43 crores.”

1.17. The Committee asked whether it was economical to conti-
nue to use the old press and whether some standby arrangements
have been made to take care of the breakdowns. The witness stated:
“Answer to that is, we are deliberately using this old machine for
one shift, and not two shifts. Standby is the new press, where we
will have two shifts.” On being pointed out that the capacity of
the proposed new press was much less than the capacity of the old
press (which was of the order of 5.4 million pieces) and hence the
question of standby required fuller study, the Secretary, Department
of Economic Affairs stated: “We will be glad to look at it again.”

Establishment of New Press at Deuns

1.18. As regards the progress made in the establishment of a
new press at Dewas, Madhya Pradesh, the Ministry of Finance have
intimated: “The civil works of the new Bank Note Press, Dewas are

_mnearing completion. The work relating to air-conditioning and ven-
tilation plant is also going ahead. The Press is expected to have
trial run for printing by. the middle of February, 1974. Normal pro-
duction is expected to commenee from the beginning of April, 1974.”

1.19. Asked whether the new press was intended to meet in full
the printing requirements of currency notes of the denomination of
Bs. 10 and above, the Ministry stated: “The Press is designed to
print the bank notes of the denomination of Rs. 10 and above on a
sophisticated technology. It is intended to meet in full the require-
ments of these denominations.”

560 LS—2.
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1.20. During evidence the General Manager, India Security Press
informed the Committee that the capacity of the new press will be
1,000 million (pieces) and that it was a more sophisticated press
awhich will print notes of high denominaticn in Intaglio.

121. To a question whether with the establishment of new
sophisticated press the old ones will have some idle capacity the
witness replied: “It will not be idle. The capacity of new press is
1,000 million (pieces). New Press will be roughly less than 1|4th
of the capacity of Nasik Press.”

1.22. It was stated during evidence that the estimated capital
cost of the new press including residential quarters would be Rs. 16
crores. The foreign exchange element in the total cost is of the
order of Rs. 4.20 crores.

1.23. The Committee were informed that the new press at Dewas
had been planned in such a manner that it will be able to work two
shifts. The layout and the construction of new press provide for a
matching capacity of the Control Section so that both the Printing
Section and the Control Section will be capable of working on two
shifts basis.

1.24. According to the Audit para the utilisation of the available
machine time is limited only to the extent of 50 per cent and the
.realisable production per utilised hour is assumed to be 5.25 reams.
As to the reasons for assuming machine utilisation time at 30 per
cent, the Ministry of Finance have in a nole state: “Normally the
following factors are responsible for assuming a 50 per cent of
machine utilisation time.

(1) Initial preparation and settting of the machine before
starting.

(2) Need for closing earlier to enable ‘Search’ operations to
start.

(3) Repairs both electrical and mechanical to machines.
(4) Time needed for normal changing of plates, blankets, etc.

(5) Absenteeism of crew ete.

.1'.25.. In addition to the normal factors based on which 50 per cent
utilisation of machine time is assumed, the following additionalk
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factors brought down the production in 1971-72:

(1) Monsoon conditions extended to alinost the 3rd week of
October, whereas normally better weather for printing
should be available from September onwards.

(2) More frequent changing of plates which were not inking
properly due to non-availability of proper quality of
chemicals indigenously. Further during Monsoon there
is difficulty in setting proper quality plates. Hence ex-
tended Monsoon has produced adverse effect on plates
also, resulting in down time due to frequent changing of
plates. '

(3) Periodical failure of electrical power of log duration.

(4) Too many changes due to urgent printing of Bangladesh
notes.” :

1.26. Based on the printing capacity of 21 reams per shift of 8
hours the daily capacity of the 9 printing units in the old press and
11 units (7 in day shift and 4 in night shift) in the New Press work
out to 189 ream and 231 reams respectively. Again on the basis of
a denomination-mix delermined by the Reserve Bank the optimum
capacity of the Press, both old and new units was assessed by the
Management in August, 1964 ag 3636 million notes per annum. The
Committee called for data in regard to number of changes, together
with ‘dates, brought about in the denomination mix assumed in
1964 and tbe impact of such changes on the production. In this
connection, the Ministry of Finance have, in a note, stated:

Assumed 1964 figures of output

(.iaily output—waorking hours-8)]

Ol CN.P. New C.N.P. Total

Re. 1/- India " 2820000 Pes. 4160000 Per. 69800c0 Pcs.
Rs. 2/- ” 1040000 e 104co00
Rs. /- i 17cccoo 7 .. 17c00c0  **
Rs. 10/~ ' » .. 2720000 2920000
Rs. 100/~ ” 18cocoo .. 18c0co  *
Total @ 5740000 ** 6880000 ' 12620000

1.27. These figures were theoritical and were calculated to
decide the capacity with denominationwise break-up as per Reserve
Bank of India requirements.
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1.98. The changes in the denominationwise mix up cannot be
stated date-wise. The actual output of the old C.N.P. and New
C.NP. has been indicated above for the year 1967—70. Impacts
of change in break-up denominationwise is:—

' (a) The number of notes printed on each sheet varies from
— denomination to denomination such as:—

Rs. Notes
1/- . . . . . . 8o
2/- . . . . . 79
s/- . . . . . 60
10/- . . . . . 40
20/- . . . . . 40
100{- . . - . . 40

(b) The number of sheets to be printed for completion of
one million pieces of each denomination therefore natu-
rally varies—such as:—

Rs. Reams plus spoils
I/- . . . . . 25 .

2/- . . . . . 28-57

5/- . . . . . 33-33

10/- . . . . . 50

20/~ . . . . . 50

100/~ . . . . . 50

(¢) The serial number appearing on Re. 1], Rs. 2J-, Rs. 5|,
note forms is one only whereas in, the case of Rs. 10]-,

Rs. 20}, and Rs. 1000|- the number appears twice on a
note form.

(d) As the number of sheets vary denomination to denomina-
tion for each million, the printing operations also pro-
portionately vary and the manpower required also varies
in that proportion viz. in case of Re. 1/- and Rs. 10/-
Rs.'20/- and Rs. 100/- the proportion is 1:2. The printing
machines required and all the subsequent handling of
sheets would also have a rought proportion of 1:2.
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(e) The procedure of finishing ie. examination of colours,
counting, checking numbers etc. for working of different
denominations also varies depending on its value. The
lower denominations such as Re. 1/- and Rs. 2/- have a
slightly shorter method; in case of Rs. 5/-, Rs. 10|-, Rs. 20|
and Rs. 100/- each piece is examined and further operation-
al process meticulously followed. In fact, in case of Rs.
100/- which is a higher denomination note, each piece is
examined twice, also examined in the sheet form after it
is numbered. Thus, a change towards higher denomina-
tion notes calls for additional time and manpower while
a change towards lower denominations calls for lesser
time and manpower.”

1.29. The Committee were informed by Audit that during 1969
70 and 1970-71, the Reserce Bank of India initially requested the
Press to supply 4,263 and 4,460 million pieces of notes respectively.
On account of non-filling of existing vacancies, the press intimated
its ability to supply only 3,650 and 3.410 million pieces. Accordingly,
the Reserve Bank of Indla reduced its indents. However the actual
production fell short of even the reduced targets. Asked whether
this caused any inconvenience to the Reserve Bank of India so far
as the public demand for notes was concerned, the Ministry of
Finance have in a note stated: “The reduced production caused
difficulties to R.B.1. who however managed to meet the require-
ments of Issue Offices/Currency Chests to a great extent by draw-
ing down the reserves.”

1.30. The tables below give details of the demand of Reserve
Bank of India during 1971-72 and 1972-73 and supplies of notes made
by the Nasik Press: )

Demand of Reserve Bank of India (Ms=Millons)

1971-72 1972-73
Rs. Ms Ms.

/- . . . . . 1820 2495
2/- . . . . - 300 335
s}- . . . . so00 600
10/~ . . . . . 1000 802
20/~ . . . . . .. 141
100/~ . . . 128 120

Total 3740 4491
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Supplies to Raserv.e Bank of India

Rs. 1972-73 : 1972-73

if - . . . . . 1820,000,000 2457,299,999
3- . . . . - 300,000,000 331,000,000
5/ S e 500,000,000 589,999,999
10~ . . . . . 1000,000,000 785,000,000
20/- . . - . . 8,000,000 137,000,600
1oc/- . . . . . 120,000,000 119,000,000

Total 3748,000,000 4419,299,998

1.31. In regard to the demand of the Reserve Bank of India
vis-a-vis the capacity of the Press, the General Manager, Nasik
Press stated in evidence: “I won't say that we are meeting it ade-
quately because they depend upon our capacity. We have told
them that this is meagre and we should get more. So, they decide
their demand accordingly.”

Capacity of the Controlling Section

1.32. The Audit para states that Control Sections in both the
Old and New Presses function only in single shift of 8 hours. On
this basis the capacity of the Control Sections in the Old Press and
the New Press was fixed as 5.2 million pieces and 5.4 million pieces
per day and remained effective upto 1971-72. The Committee
desired to be furnished with figures showing denomination mix
assumed in determining capacities of each currency press from
1967-68 to 1970-71. In a note the Ministry of Finance have intima-
ted:

The figures assumed in determining the capacities of each
Currency Note Press in normal hours from 1967-68 to
1970-71 are given below yearwise.

Average out prt per Dav o8 Hours (Ms=AMillions)

1967-68 Ole CNP Noew CNP? Total

1 e e 2_ R ,_;,-, R 4“
TR T Tt T Ms. MsT MY,
1/ Inlia 265 304 5:69

2/- » 50 .. 0.70

51~ » 1'52 . 152
1¢/- " . e 262 262

Yo |- » ) 0°26 . 0-26

Total 4°13 565 10°79
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1 2 3 4

1968-69

Re. Ms. Ms. Ms.

1/- In'ia 216 3-56 5°72

2/- » 1-06 1-06

5/~ » 157 151

10/~ » 206 206

100/~ » 0238 0-25
Total 198 5.62 10760

'Awraga curpur per dav of 8 kowrs

1969-70

Rs.

1/- In'ia 28~ 294 5-31

2/- . o6 096

5/- 1-38 1-38

1o/~ > 2038 2455

wo- 027 027

Ao 498 s 19 10047
1970-71

Rk,

1/- Triis 224 2056 4°80

2/- » 086 . C-86

5 » 134 . 134

10/~ ) . 2-%3 "2s3

100 - . 0" 30 .. 0" 30

T TR ok

1.33. From the above it is seen that the average output per day
of 8 hours in terms of millions decreased from 5.13 and 5.66 dur-
ing 1967-68 for the old and new presses respectively to 4.74 and
5.09 millions respectively during 1970-71. Asked about the reasons
for the reduction and also whether the output during each of the
year 1967-68 to 1970-71 was proportionatt to the strength of the
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Control Sections, the Ministry of Finance have in a note stated:
“The reduction in the capacities are mainly due to reduction in the
Control Strength, increased absenteeism and also due to change
in denominationwise break up. :

The number of workmen available in Old C.N.P. and New C.N.P.
during the years 1967-68 to 1970-71 were as follows:—

Year Authorised Workmen Workmen Output No. of
- strength  Present absent (Million) working
hours
1967-68 . Old CNP 1210 1028 182 6:40 9§ hrs
or 6 mo-
New CNP 1432 1190, 242 6-80 nths and
10 hrs. for
2642 2218 424 13'20 6 months
1968-69 . "Ol1 CNP 1183 965 218 598 15 lars 8
New CNP 1413 1118 295 644 hrs, 3
montns-
ohrs 8}
months
10 hours
2596 2083 513 1242
1969-70 . Oli CNP 1161 958 223 $-94
N=w CNP 1394 1128 - 266 6-35 10 hors.

2555 2086 469 12°29

1970-71 . Ol{ CNP 1145 925§ 220 5-58
New CNP 1384 1093 921 5:92

2529 2051 §I11 11'50

We have now worked out conversion factors for various deno-
minations ang will be able to more correctly estimate outputs.”

1.34. In another note the Ministry have stated: “The number
of persons actually working in Old Currency Note Press and New
Currency Note Press during the two years are as under:—
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Year 1971-72 Old CNP N=w Total
CNP
Control . . . 1020 1304 2324
Technical 235 322 558
Trial 1256 1625 2882

Year 1972-73

Control

1083 1465 2508
Technical 233 346 579
. Total : - 1316 1811 3177

-
Strength utilised for output denominaiionwise cannot be made
available as processing of notes in the Section is done simultaneous-

ly of any two denominations. Separate denominationwise utilisa--
tion of the strength is not available.”

1.35. During evidence the Secretary, Depaftment of E:onomic
 Affairs stated that only 50 per cent of the built-in capacity of the
press could be used because the production has to be matched with
the controlling capacity. In a note the Ministry of Finance have-
stated: “There is always synochronisation between Control and
Printing Section for the smooth running of the Press. Since Con-
trol has reached its optimum capacity by recruiting additional men
and accommodating them in the maximum space available, it is

not possible to meet the Reserve Bank of India’'s increasing demand
in full.” oo

1.36. The General Manager Nasik Press informed the Commit-
tee that “We are using 100 per cent capacity of the control section
but in regard to printing we are working eight presses as against
ten and we are working one shift only. That means 80 per cent is
working one shift” '

1.37. The following table gives details of the production capaci-
ties and actual production in the Control Section anhd Printing:
Section of the Nasik Press.
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(In million Pieces)

Control Section Printing Section
Year Achiev-  Actual  Targer  Actual
able pro- produc- produc-
duction tion tion
1967-68 L. 3816 3911 3845 3911
1968-69 . . . . . . 3773 3670 3930 3670
1969-70 . . . . . . 3859 3617 3650 3617
1970~71 . . . . . . 3826 3390 3410 3350
1971-72 . . . . . . 3755 3880 3740 3880-2

1.38. It is seen from the above that irrespective of the produc-
tion capacity in the Control Section and the targets of production
"laid down for printing section the actual production was the same
in both the sections.

1.39. The Committee drew attention to the reply of the Ministry
given to Audit in January, 1973 to the effect that basically the
optimum output of the press has to be determined with reference
to its printing capacity even though the press may be adopting the
output potential of the controlling section as a yardstick for its
own working purposes but it would not form a basis for judging
the achievement of the Press. In thig connection the General Mana-
ger, Nasik Press stated: “The output is judged by the Control Sec-
tion only. During the night we work anly four presses out of seven
"because the Control Section cannot take that work.”

1.40. The Currency Note Press, Nasik Road is primarily inten-
ded to meet the printing requirements of one rupee currency notes
issued by the Government of India and bank notes of other deno-
mination required by the Reserve Bank of India, the production of
which is undertaken on the basis of indents received from the Re-
-serve Bank of India. As at present two units of the Press known as
.old Currency Note Press and New Currency Note Press are printing
notes, The optimum capacity of these two units has been estimated
at 3636 million pieces per year. As the annual requirement of the
Reserve Bank of India is much more a new press at Dewas is heing
-set up, which will have an annual capacity of 1,000 million pieces of
notes. The annual requirements of the Reserve Bank of India during
1969-70 and 1970-71 were 4.263 and 4,460, million pieces of notes
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aespectively. The projectiong of the gross roquiremems of notes by
the Reserve Bank of India given by the Ministry of Finance indicate
that in 1974-75 the Bank will require about 5824 million pieces of
notes. This demand is expected to go uptv 7707 million pieces of
notes by 1978-79. 1t is thus evident that even after the commission-
ing of the mew press at Dewas, the Currency Note Press will nat
be in a position to meet the total requirements of the Reserve Bank
-of India, unless of course the Government of India goes for metal -
coins in a big way. Further in the old Currency Note Press which
‘was set up long ago, the machinery should be well maintained to
keep it in proper order. This is necessary because of the limited re-
sources of the Government. The Committee feel that before sanc-
tioning the establishment of a new press at Dewas there ought to
have been a realistic assessment of the requirements. That such
-an assessment was not made is clearly borne out by the fact that
even after the commissioning of the new press, which is estimated
1o cost about Rs. 16 crores, the total installed capacity of the currency
Note Press will be nowhere near the minimum requirements of the
Reserve Bank of India. The Committee desire that the capacity of
Dewas Press should be increased and the machinery in the old Press
at Nasik should be gradually replaced so as to ensure adequate capa-
-city for meeting the total requirement of the Reserve Bank of India.

141. It has been stated that the capacity of the controlling sec-
tion of the Press imposes a serious limitation on the utilisation of
the built-in capacity of the printing section. Although the utilisa-
tion of the capacity of the controlling section is upto the maximum
extent, the printing capacity of the press has not been put to
optimum use because of the inadequacy of the controlling section.
"This shows poor planning. It is interesting to note that dyring the
years 1967-68 to 1971-72 the actual production of notes had to be
1imited to the extent of the turnout by the Controlling Section even
though the printing section was geared to produce much more. This
not only resulted in a shortfall of supplies to the Reserve Bank of
India but also led to considerable available printing capacity re-
maining idle. The Committee would like the Government to take
steps to increase the capacity of the controlling section to handle
as much as would enable the Printing Section to work to maximum
-capacity.

Costing system and preduction cost:

Audit paragraph:

142, Costing systemts In reply to the recommendatxon made by
the Estimates Committee in their 39th Report (2nd Lok Sabha)
that the Press should have proper system of costing for fixing
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prices and also for exercising control over the efficiency of opera-
tioms, Govermment interialia' stated (1950) that & fhore ‘wlaborate
costing system than ih vogue would be inttoduced #s'soom as a
costing cell was etablishad for the Currency Note :Pressi and the
India Becurity Press. A costing cell with an  Assistant Cost Ac-
counts Officer and three assistants ‘was ‘acerdingly created in 1950.
In 'so far as the Currency Note Pres is concerned, the costing cell
has been .compiling only the off-set machine utilisation data: The
actual cost of production of motes of various demominations is not
being determined and the rates charged for printing and supply of
notes of various denominations to the Reserve Bank and Govern-
ment are based on estimates only. :

143. The Management have stated (Juhe, 1972) that a proposal
to increase the strength of the costing cell has ben submitied to the
Government,

Production cost: They total cost of prodﬁction for notes of all
denominations during the year 1967-68 to 1971-72 was as under:

Particulars 1967-68  1968-69  196g-70  1970-71  1971-72

(#) Total output (good notes

in million pieces) . 3,911 3,670 3,617 3,390 3,880
’ (Rupees in lakhs)
(1) Cost of Production
Material . . . 68379 509- 85 476 83 488-19  4cc°79
Labour . . . 102° 31 102" 26 109 60 118- 46 14443
Overheads . . . . 2982 3329 40" 46 42° 14 4771

815°92  735'38  626°89 64879  $§92-93

Adjustment on account
of opening and closing
balanced of work-in- ,
progress . - - (—)37-51 (—)45°92 (+)43°75 (—)48-79 (-+)87-41

778 41 689 46 67064 600- CO 680° 34

Less: Cost of work done
for India Security Press
and Secunty Paper
Mill . 089 065 073 NIL 031

Net cost of production . . 777 852 688- 81 669°91 60000  680-03

Cost of production per rmlhon
notes (in Rs.) . . 19,880 18,768 18,521 17,699 17,526
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1.44. It will be seen that the cost of production per million notes
.shows a decreasing trend. The decrease in 1968-69 is attributed
mainly to reduction in the cost of paper due to devaluation of the
Pound Sterling (November, 1967), further decrease in 1969-70 is
-attributed to the reduction in customs duty on imported paper with
effect from 1st April, 1969, partly offset by the reduced volume
of work-in-progress at the end of the year as compared with the
opening balance. The decrease in the year 1970-71 is due to an in-
crease in the balance of work-in-progress at the end of the year as
compared with the balance at the commencement of the year. The
-cost of production per million notes further decreased in 1971-72 due
to in creased production. The extent to which the varying denomi-
nation-mix of production has been responsible for the above in-
creases/decreases in costs, cannot be assessed in the absence of demo-
nimation-wise compilation of costs.

{Paragraph 43(3) of the Report of the Comptroller and Auditor

General of India for the year 1971-72, Union Government
(Civil)].

1.45. Commenting on the lack of a proper costing system in the
Indian Security Press and the Currency Press, the Estimates Com-
mittee (1958-59) had in their 39th Report (Second Lok Sabha) ob-
served: “The Committee do not understand why an undertaking
working for Government should not have proper costing. They
consider that a proper system of costing is not only necessary for

fixing prices on a proper appreciation of cost but also for exercising
control over the efficiency of the Presses.”

1.46. In their reply dated the 11th August, 1959, the Ministry of
Finance stated: “The Government have already created a tem-
porary post of Assistant Accounts Officer and steps are being taken
to appoint a Cost Accounts Officer in consultation with the Chiet
Cost Accounts Officer of the Ministry of Finance. A more elaborate
costing system than in vogue at present will be introduced as soon
as a costing cell is established for both the Presses.”

1.47. The Committee desired to know why the Estimates Com-
mittee’s recommendation has not so far been implemented. In a
note the Ministry of Finance have stated: “In accordance with
the recommenadtions made by the Estimates Committee for an
efficient costing system, a proposal for augmentation of staff in the
Costing Cell of the Currency Note Press has been received from
the General Manager. The existing strength of the Costing Cell
is one Assistant Cost Accounts Officer who is aided by 2 UDCs
and 1 LDC. The General Manager has proposed addition of
one Deputy Cost Accountant, 6 Cost Asstts. and one LDC-cum--
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Typist. It is true that due to increased work-loads, of the Press:
and printing of stamps and notes for Bangladesh, the work of pric--
ing and rate fixation has assumed greater importance requiring in-
telligent interpretation of data for purposes of estimation. The ex-
penditure sanction to the proposal could not, however, be accord-
ed due to the extent ban on creation of posts and on upgradation ot
posts on the non-plan side by way of stringent economy measures..
However, the reorganisation of Costing Cell along with other:
proposal for staff reorganisation have now been assigned to the In-
dian Institute of Management, Ahmedabad for a detailed scru--
tiny. On receipt of report from the Indian Intitute of Manage-
ment, Ahmedabad, the Department of Expenditure will be ap-
proached for financial sanction.”

1.48. During evidence the General Manager, Nasik Press gave
the following details regarding total cost of a currency note denomi-
nation-wise: —

Rs. 1/~ . . . . . . . . . 1-8 paise
Rs. 2/~ . . . . . . . . . 2'co paise
Rs  si- . . . . . . R . . 2'2 paise
Rs. 10/~ . . . . . . . . . 27 paise
Rs. 20/- . . . . . . . .2 paise
Rs. 100/~ . . . . . . . . . 36 paisc

11.49. Asked how the cost of a currency note compared with the
notes printed in foreign countries, the witness stated that this in-
formation was not available. He however added that as per infor-
mation given by the Reserve Bank the cost of a currency note
printed by the Bank of England was more as compared to the cost
of a currency note printed by Nasik Press.

11.50. The Committee enquired whether the change in the size
of Rs. 10 and Rs. 100 notes had affected the cost of production of
these notes. The General Manager Nasik Pres replied: “Change
in size naturally brought the cost down.”

1.51. In reply to another question the witness stated that the
amount spent on ink was very insignificant and it would not reflect
on the cost of production of notes. In this connection he added: “1
have worked out the cost of printing one ream, that is, 500 sheets of
various denominations. In the case of the one-rupee-note, the pre-
sent cost is about Rs. 21 for 40,000 notes, that is, at the rate of 80
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notes per sheet. In the case of two-rupee notes, it is Rs, 13 be~
cause the red colour is the cheapest colour. In the case of five rupee-
notes, it is Rs. 13.62 and in the case of Rs. 20 it is Rs. 10.38. So
the cost is the maximum on the one-rupee note.”

1.52. In another context the witness stated: “........ we have"
found that in the case of one-rupee notes, although this note is of’
smaller denomination, yet it is the most expensive from the point
of view of the purple ink which is used for the purpose. The statis-
tics show that the cost of inks on one-rupee notes is much more’
than on even onehundred-rupee notes because of the choice or’
selection of the colour.”

1.53. Asked whether the Press had any say in the matter of fix-
ing the size of the notes or the inking process, the witness stated:
“We recommend because all the denominations must have different
colours..” In reply to a question as to whether such proposals were
initiated by the Press and then considered at a higher level, the
Secretary, Department of Economic Affairs stated: “They are
finalised by the Government also on the recommendation of the
R.B.1.”

"1.54. The General Manager, Nasik Press clarified that in the
case of Rupees twenty notes “the colour was suggested by the
Cabinet, R.B.I. and the Government.” He added: “If there are
any difficulties in printing, we bring it to the notice of the Ministry.”

1.55. The Secretary, Department of Economic Affairs stated
in this connection: “Whenever we take a final decision, RBI and
the Press is always consulted. It is not that we ignore them when
we take a decision.”

1.56. The Committee are distressed to learn that a suggestion
made by the Estimates Committee in 1958-59 for a proper ceosting
system in the Currency Note Press has not yet been fully imple-
mented. The proposals made by the Genera; Manager for in-
creasing the existing strength of the Costing Cell were turned
down on the plea that in terms of the stringent economy measures
now new posts could be created or upgraded. This is indeed
strange in view of the fact that the introduction of the Costing sys-
tem was primarily intended to serve as a measure of economy and
{ensure scientific jworking. The Committee ware informed that
the question of reorganisation of the cesting cell alongwith other
proposals for staff reorganisation had been assigned to the Indian.
Institute of Management, Ahmedabad for a detailed scrutiny. The:
Committee would like the study by the Institute to be completed
early and the steps taken on the basis thereof be intimated to them.
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1.57. One of the results of the lack of a proper costing system
is that there is no reliable data for determining the cost of produc-
-tion of notes. A change in size of notes or a change in the comhina-
-tion of inks used for printing notes can materially affect the cost of -
production. This underscores the need for a proper research cell which
should constantly review the production methods as also the use
of raw materials with a view to keeping the cost of production to
the minimum. The Committee recommend that the necessary steps
in this direction may be taken urgentiy. The Committee need
‘hardly stress that there should be complete coordination in this re-
gard between the Press, Reserve Bank of India and the Ministry
of Finance.

Raw materials and stores

Audit paragraph

1.58. Procurement of paper (i): The main raw material required
for the Press is currency and bank note paper which was wholly
‘imported from the UK. till September, 1967. Thereafter, except
for some small quantities imported upto September, 1969 the re-
-quirement of paper is met by the Security Paper Mill, Hcshangabad.

It was decided by Government (August, 1967) that the Currency
Note Press should pay the Security Paper Mill for paper received
by it the same rate at which imported paper was purchased previ-
ously which took into account both the cost and import duties ap-
plicable from time to time. The prices initially fixed (August.
1967) covering supplies from 20th November, 1967 were revised
from 1st April, 1968 consequent upon devaluation (November, 1967)
of Pound Sterling and again from 1lst April, 1969 to give prospective
-effect to the reduced customs duty (though revised in February,
1965 and effective from April, 1965, it came to the notice of the
Press authorities in March, 1969 only). The prices thus fixed from
time to time were as under:

Rate (in rupees) per resm F.C.R.
. Nasik Rcad, effective ficm
Denomination

25-11-67 1-4-68 1-4-€9
Re. 1 . . . . . ' . . 544 482 391
Rs. 2 . . . . . . . . $19 460 373
Rs. 5 s18 460 373
Rs. 10 402 356 289
Rs. 100 528 468 380
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As the arrangement between the Press and the Mill did not pro-
vide for concurrent adjustment of prices due to variations in the
rates of exchange or customs duty, the Press had to make an addi-
tional payment of Rs. 1.58 crores to the Mill on account of customs
duty during September, 1967 to March, 1969 and Pound devalua-
tion during November, 1967 to March, 1968.

(it) Excess payment of customs duty on import of currency and
bank note printing paper: During the period from 1st April, 1965
{o 21st March, 1869 customs duty on the paper imported by the
Press was paid at 100 per cent and more ad valorem as assessed
by the Customs authorities although under item 44 of the Indian
Customs Tariff Act, 1934, as modified in 1965, the Press was exempt
from payment of customs duty in excess of 60 per cent ad valorem.
The excess customs duty paid on this account amounted to Rs. 2.85
crores. A claim for refund of this amount was preferred -nly in
December, 1969. Customs authorities have so far (December, 1972)
admitted claims amounting to Rs. 14.16 lakhs only.

(b) Norms for consumption of ink.

In addition to paper, the other major raw material used in the
printing of currency notes is ink.

On being asked (June, 1972) whether any norms of consumption
of ink for printing different types of notes were fixed, the Manage-
ment replied (June, 1972) that “Norms for all items have been fixed
as a general guideline where supervisory staff use their discretion
and regulate consumption etc.”

1.59. In reply to a further query (July, 1972) asking for the de-
tails of norms fixed, actual consumption and the reasons for varia-
tions, the Management stated (July, 1972) that “the consumption
of various items are generally proportionate to the production and
within the reasonable limits.”

1.60. No records indicating the norms of consumption and the
reasons for variations, between the actual! consumption and norms
were. however, produced.

Stores

161. Bin cards for spare parts machinery are not being main-
tained since 1965-68, although quantity balances are indicated in
the priced stores ledgers maintained in the Accounts Section. Spare
parts have not been physically verified since 1965-66.
960LS-_3
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1.62. It was stated (October, 1970) by the Management that with
the available staff, it was not possible to fulfil the above raq\nre.
ments.

[Paragraph 43(5) of the Report of the Comntrolvler and
Auditor General of India for the year 1971-72, Union
Government (Civil)1.

1.63. 1n a note, the Ministry of Finance have stated: “It is'men-
tioned that paper and ink are the main raw materials for the rnanu-
facture of notes and other stores are required for the maintenance
of machines and cannot be classified as raw material. They are
more akin to indirect material and enter into production cost as
indivect material” The Committee were informed that from 1967
onwards the supplies of ink for the Press were being porcured from
the indigenous suppliers. As for the paper requirements the Press
was dependent on the Security Paper Mill, Hoshangabad.

1.64 The Annual Report of the Ministry of Finance for the year
1972-73 reveals that the production of the Hoshangabad Security
Press Mill came down to 1562 metric tonnes in 1872-73 as against
2126 metric tonnes in 1971-72. The reduction in the production was
mainlv due to go-slow policy adopted by the workers. The Com-
mittee enquired whether the shortfall in the production of the
Security Press Mill compelled the Nasik Press to import some
paper. The General Manager. Nasik Press stated in evidence: “We
have imported 30,000 reams of one-rupee paper and 31,000 reams of
two-rupee paper and the total foreign exchange would be about
Rs. 96 lakhs or roughly a crore of rupees.”

1.65. The Committee desired to know the difficulties in settling
the dispute with the workers of the Security Press Mill. A repre-
sentative of the Ministry of Finance stated during evidence: “Prac-
tically all the reasonable demands which were made have been met
and here are no demands pending with us which can be called reas-
onable demands. There are certain problems like upgrad-
ing certain posts and so on, for which we have appeinted an expert
commitiee. but there were certain difficulties faced by this com-
mitfee in its functioning on account of certain attitudes adopted by
the representatives of the workers. Certain steps have been taken
to solve these problems.”

1.66. Subsequently in a note furnished to the Committee, it has
been stated: “When on 14th February, 1973 Minister for Revenue
and Expenditure visited this Mill to discuss the matters with SP.M.

Employees Union the following demands were discussed and deci-
sien taken:
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Reduction in working hours from 48 hours per week to 41 hours
per week. )

It was not considered advisable to accept this demand in its pre-
sent form, in view of the possible repercussions in other depart-
mental undertakings but it was decided to make available to the
employvees the implied benefits. 1t was, therefore, considered that
a target of production at 44 hours per week may be fixed having
regard to the out-turn in 1971 in 48 hours work per week and extra
production may be remunerated in the form of Production Incentive.
Accordingly the existing Incentive Scheme was so revised retros-
pectively that at the level of 9 M.T. average daily production in a
month an employee could earn as much as 50 per cent extra of his
regular Pay and Dearness Allowance. The figures below indicate
in concrete monetary terms the benefits accruable to emplovees in
various categories of Pay scales drawing pay at the minimum level.

Group

Incentive

Scale of Pav Regular Emoluments at gM.T.
production

Rs. Rs. Rs
70—8%. . Pay—D.A. 155 — L.R. 29 =184 . . . . 77 SO
R§—1710 . . ", 172 — LR. 41 - 213 . . . . ¥6-co
[ 1

110—143 . . - 224 — LR. 41 . 265 . . . . 112-00
125—7¥8% . . . 239 — LR. 41 - 280 . . . R 119 50
150—205% . . .- 288 — LR. 41 320 . . . . 144°C0
205—240 . . - 343 — LR. 41 =5384 . . . . 17180

NB : I R. means ‘interim reliet.
(b) Proper classification of jobs, work-load ete.

To meet this demand it was decided to appoint an Expert Com-
mittee to go into the question of job classification promotion avenuecs
and procedures, work-load, production norms and maintenance pro-
cedures, It was also decided that committee should be assisted by
experts from the Administrative Staff College of Irdia in job eva-
luation and time-and-motion study. Such a committee was-formed
under the Chairmanship of Shri R. M. Mehta, Technical Direclor
of Triveni Tissues. The commitlee was to have 2 representatives
of management and onc of the Union as members. On a protest
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from Union, the Union representation was also brought on par
with management. Moreover, Government declared that the accept-
ed recommendations of the committee will be made effective from
Ist August, 1973 i.e. the date of its first meeting. - !

(¢) The provision of 3 hour rest/lunch break in accordance with
the factories act: This question arose only in the case of shift work-
ers who were already allowed to have this break. However, {o
bring existing practice in conformity of the provision of factories
Act it was ordered that shift workers will be given this break after
the 3rd hour of their duty but before the end of 5th hour. - A
thorough review of this demand will be made after Government
have taken a decision on the Third Pay Commission’s recommenda-
tions, on working hours of workshop and rest intervals.

(d) Arrears of Incentive Bonue from 1st June, 1969: It. was not
possible to agree to this demand as the intention behind the intro-
duction of Incentive Scheme itself was to restore the production to
the level existing on 11th January, 1972 after which “go slow”

started. The arrears were however allowed with effect from 1st
June, 1972

(e) Free transport facility to the school going children of the
employees: The demand was considered impracticable but it was
agreed to scale down the transport charges as per the standards in
which the children were studying. %istead of the existing flat rate
of Rs. 3.60 per student.

The new rates made effective from 3rd July, 1973 are as under:

Students of standard VI or below . Rs. 1-50 pm.

» . VII & VIII Rs. 2-00 p.m.

. I1X & higher . Rs. 3-co p.m.

(f) Payment of Night Shift Allowance as given to India Security
Press employees. The Night Shift Allowance was previously cal-
culated at 10 minutes per night hour worked, the night being mea-

sured from 10 PM. to 6 AM. The rates were also lumpsum rates
on slabs of pay.

In order to meet the Union’s demand, the Night allowance has
heen revised and is now calculated at 15 minutes per night hour
werked, night being measured from 7.00 P.M. to 6.00 AM. The
rate is also proportional of individual pay rate. This has been effec-

tive from 3rd July, 1973. This has got the effect of more than
doubling the bhenefit.
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In addition to the above, following facilities and concessions
have also been provided.

(a) There is in existence another Incentive Scheme for those
employees working on Sheet Trimming machines. Their output in
excess of eight reams per day of 8 hours was paid at 0.65 paise/0.75
paise per ream. With effect from 1st December, 1873 these rates
have been increased to Rs. 1.50 and Rs. 1.75 respectively. The diffe-

rence in rates is for giving proportionately a bigger reward to those
whose attendance is also better.

As per new rates these workers who are in Rs. 85—-110 grade
will earn in an average month of 25 working days if they are
present all through the month and produce only one extra ream
per day an extra amount of Rs. 43.75 each at the minimum level
Thus the workers of this section totally stand to get Rs. 86.00 as
Group Incentive plus Rs. 43.75 as individual Incentive each.

A post of Lady Doctor has been created and action to recruit
a suitable person is in hand. Simultaneously action is also in pro-
gress to expand the existing dispensary facilities so that a 4-bed
maternity ward can also be opened.”

1.67. A statement furnished by the Ministry of Finance showing
month-wise production of Security Paper Mill during 1970-71,
1971-72. 1972-73 and 1973-74 (upto -30th November, 1973) indicating
also the monetary value of production lost in 1972-73 and in the
current year till 30th November, 1973 is reproduced below:

Production

1970-71 1971-72  1972-73  1973-74

1. April- . . . . . . 185-3580 237°0959 197°9039 76- 8828

2.0 May . . . . . . 162:8611 235 5381 104°5345 ¥12°3636
o3 Jur'\f: . : . o . . 2236548 243°4628 164-0163 49 7651
4. y,‘fjuly .. . . . . . 186'7756 246-9388 212-536 247°9473
5. August . . . . . . 171-8703 186-5354 1561326 1448236
6. September . . . . . 218-8963 215-6613 2I7-5764 10°7537
7. Ocvtob'c/r . . v . . . . 186-2387 204°0778 173-3629 B5-2512
8. Nowvember .. RN . . 2237110 208-5413 1671500 229-3231

' 1559-3663 1777-8514 1482-7302 9571104
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Production

1970—71 1971—72 1972—73 1973—74

9. December 252°9162 243 1447 186-2102

10. January . 268-7046 220°9022 181-6822

11.  February 241°0774 182-8681 143°319§

12.  March 2545835 204-0225 1405465

Torate . 2576-7380 26287889 21344976

Cost of paper as per our cost sheet of 1971-72-Rs. 9go8/- per M. T. which does not

include reduction instalment ol preliminary expenditure or the rate of return on capitsl
invested,

Palue of Shorefall

in 1972-73 Rs. 48,97.438/-
in 1973-74 Rs. 81.31,902/-
(Upto November 1973)

1t is seen from the above that as compared to 1971-72 there was
a4 shortfall in the production in 1972-73 to the extent of 494.2913
Meiric Tonnes. The shortfall in 1973-74 upto November, 1973 as
compared to the production of 1971-72 was to the extent of 820.7410
Metric Tonnes. In terms of money the shortfalls in 1972-73 and
1973-74 (upto November, 1973) vis-a-vis production in 1971-72 have
been estimated at Rs. 48.97.438 and Rs. 81,31,902 respectively.

1.68. The Committee are informed that after September, 1967,
except for some small quantities of paper imported upto Septem-
ber, 1969, the entire requirement of paper was being met by the
Security Paper Mill, Hoshangabad. However, during 1972-73 and
1473-74 due to labour trouble and ‘go-slow’ policy adopted by work-
ers the production in the Hoshangabad Mill went down consider-
ably. As compared to 1971-72 the production in the Mill during
1972-73 and 1973-74 (upto November, 1973) had gone down by about
491 and 820 metric tonnes respectively. The shortfall in produc-
tion was of the valve of Rs. 48.97 lakhs and Rs. 81.31 lakhs respec-
tively. As a result of the shortfall in the production of the Mitl
the Currency Note Press had to import paper worth a crore of
rupecs. The authorities’ inability to settle workers’ demand in the
Mill has thus not only resulted in the disruption of production
the Mill but also necessitated spending of valuable foreign ex-
change. It is unfortunate that a realistic and conciliatory attitude
was not adopted. which would have saved valuable foreign ex-
change for the country. The Committee trust that all out efforts will

in
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be made to bring about satisfactory normalisation of labour rela-
tions in the Mill.

Spoilage
Audii Paragraph

1.69. The percentages of allowable spoilage were prescribed by
the General Manager in 1959-60. These are stated to have been
based on actual spoilage experienced and also with a view to achiev-
ing better efficiency in printing and having a check on quality of
products. A comparison of actual spoilages with the preseribed

percentages during the last five years (1967-68 to 1971-72) is made
below:

Prescribed Actual percentage of spoilage of paper
Denomination percentage _
of spoilage  1967-68 106R-69 19€9-70 1G70-71 1951-72

Re. 1

4 321 2 86 316 357 128
Rs. 2 4 403 3:67 3-63 387 462
Rs. 5 . . . 4 360 421 456 s 12 474
Rs. 10 . . . 4 549 531 584 586 5 78
Rs. 100 T, . 5 475 13- 69 431 495 422

NoTF : The spoilage percentages have been calculated by the Press based on the consumption
of paper against two six-monthly indents of the R.L.L, irrespective of the financial
year 1 which printing of notes against each was done.

The higher percentage of spoilages has been attributed by the
Management to the following:

(i) Spoilage percehtage in respect of Rupees Ten Notes was
deliberately fixed low with a view to attaining better
efficiency.

(i) 1969-70: Switching over to indigenous inks, chemicals
and solutions and substitution of zinc plates with alumi-
nium plates.

(iii) 1970-71: *“Slight fluctuations in waste percentage is in-

' escapable as large number of factors are involved. in
which paper, ink, condition of machine, human factor,
settings, climate, efficiency of supervision and the num-
ber of machines etc. are involved.”
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(iv) 1970-71,

(a) One rupee notes: Working of more printing units
during night shift in the New Press.

(b) Two rupees notes: “The inks in general vary in their
working properties depending upon temperature and
weather conditions. Some pigments viz. reds and
brown have inherent drying and absorption defects.
While making the ink acid/alkali proof as an additional
security factor, the inks have developed a tendency to
disintegrate which is inescapable and complicates the
chemistry of ink coating and printing. Other body
inks do give some trouble varying with weather cop-
ditions but not to the extent of Rs. 2 body ink which is
most troublesome.”

1.70. The spoilage in printing one rupee notes in the Old Press was
found to be less than in the New Press, as shown below:

Percentage of

- spoilage in

Year e ——
Old Press New Press

1967-68 . . . . . . . . . . 2-67 359
1968-69 . . . . . . . . . . 2-15% 3-26
1969-70 . . . . . . . . . . 2-68 3-56
1970-71 . . . . . . . . . . 364 3.51
1971-72 . . . . . . . . . . 401 443

1.71. The higher spoilage in the New Press was attribuited by the
Management (October 1970) to working of the second (night) shift;
when the quality of printing is not the same as in the day shift and
interruptions in electrical supply (both during the day and the
night shifts). The spoilage for day and night shifts has not been
separately worked out by the Management.

[Paragraph 43(3.3) of the Report of the Comptroller and
Auditor General of India for the year 1971-72.
Union Government (Civil)].
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1.72. Referring to the prescribed percentage of spoilage of Rupees
Ten Notes, the Committee enquired why the actual percentage ex-
ceeded the prescribed percentage of 4 in 1970-71 and 1971.72 as
brought out in the Audit Paragraph. The General Manager, Nasik -
Press stated: “Rs. 10 Note average will always be 5. But we have
fixed our norms that it should not be more than 5 per cent.”

1.73. In reply to a question the witness explained: “In the case
of ten-rupee notes, we have got two numbers, but in the case of
one-rupee, two-rupee and five-rupee notes, we hgve got only one
number. Here, there are two numbers, and therefore it takes some
more time for a detailed examination; and in that examination,
there is sometimes rejection.”

1.74. The Committee pointed out that as the percentage of spoil-
age in the case of Rs. 5 and Rs. 10 notes was always more than the
notional figure of 4, there was no point in continuing this figure at
4. The Secretary, Department of Economic Affairs stated in this
connection: “I think it was also mentioned earlier and may be it
is not the best way of doing it. These notes require careful scru-
tiny. There is double printing and in order to spur better proaric-
tion and better workmanship, prescrlbed rate has been kept rather
lower than the actual achieveable.”

Asked whether this has actually acted as ¢ spur, the witness

said: “We cannot say that it would have been worse if we had
kept it at 6.”

1.75. On being pointed out that the prescribed percentage could
be changed on the basis of the actual experience so as to fix a more
realistic norm whith could be achieved rather than something that
can obviously never be achicved, the Secretary Department of Eco-
nomic Affairs stated: “We w111 be glad to do that.”

1.76. It is seen that the percentage of spoilage generally showed
an upward trend upto 1971-72 but it come down in 1972-73. As to
the reasons for the increasing trend upto 1971-72, the Ministry of
Finance have in a note stated:

“The upward trend upto 1971-72 of increase in percentages of
spoilage was due to complete indigenisation of the raw materials
and spare parts. Now the manufacturers have been able to produce

better quality materials, and we are able to control the spoilage to
some extent.”

1.77. In this connection the General Manager, Nasik Press stated
in evidence: “Actually, paper is responsible for maximum speilage.
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for if the paper is not good, if the register is not correct, thén we
have to reject the whole thing. If the paper streches a bit at the
front and the back, it will not register well, and we have therefore
to réject it. More rejections are not on account of the ink -but on
account of the register not being proper.”

1.78. Asked whether improper mixing of the ink to get a parti-
cular hue was not responsible for the maximum spoilage, the wit-
ness replied: “Before we do this actual printing, we print a few
reams on trial, and it is only when we are satisfied and the colour
is perfect that we start printing the regular sheets.”

1.79. The Committee desired to know about the steps taken to
overcome the difficulties which were responsible for a high rate of
spoilage of two rupee notes during 1971-72. In a note, the Ministry
of Finance have explained: “Regarding Rs, 2 denomination notes
it is stated that some pigments viz. reds have inherent drying and
absorptmn defects which have increased spoilage. We have already
taken up ‘these matters with the manufacturers of inks to rectify
the defects and graduallv we have improved upon results. Apart
from inks, the other raw material viz. paper also is responsible for
spoilage. Sometimes we get paper with heavy watermarks, papers
which lack dimensjonal stabilitv and accuracy. These also contri-
bute to the spoilage. We alwayvs take up the matter with the S.P.M.
Hoshangabad who try to take corrective action at their end.”

1.80. The Committee find that the percentages of allowable
spoilage prescribed as long back as 1959-60 for achieving better efli-
ciency in printing ard having a check on quality of preduects are
heing considered as norms even though the actual percentages of
spoilage over the years bear no comparison with them. The pres-
cribed percentage of spoilage of paper was 4 per cent for all denomi-
nations of notes (except Rs. 10)). However, the actual percentages
of spoilage during 1971-72 in the case of all denominations were
more than the preseribed figure. This calls for an explanation, In
fact in the case of notes of ten rupee denominations the spoilage al-
wayvs exceeded the prescribed percentage by more than 1 per cent.
The position should be carefully examined with a view to taking
steps to fix the percentage of spoilage at realistic levels and to
checking malpractices if any.

Exchange of soiled and damaged notes

1.81. During evidence the Committee pointed out that people
were put 1o lot of difficulty in exchanging soiled and damaged
notes® On hemng asked whether arrangements could be made to
ensure that such soiled and damaged notes are exchanged by all
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the hranches of all banks, the Secretary, Department of Economic
Affairs informed the Conumitiee that as at present Reserve Bank is
doing this work and in places where there is no branch of Reserve
Bank, the State Bank branches were exchanging these notes. In
reply to a question the Secretary, Department of Economic Affairs
stated: ‘Sir, my information is that if a note is soiled—now there
is a distinction between g damaged note and a soiled note—then
any branch of the State Bank is supposed to accept the soiled note
and give you a new note.” When the Committee pointed out that
so long as the number of a note was intact it should not be treated
as damaged, the witness stated: “Really speaking, it is a matter for
the banking department bui we would be glad to take it up with
them and consider it.”

1.82. The Committee are informed that all the Reserve Bank
Damaged notes could, however, be exchanged onjy at the Reserve
the \State Bank branches are required to exchange soiled notes,
Damaged notes could, however, be exchanged ondy at the Reserve
Bank branches. As a matter of common experience it is seen that
the exchange of soiled and damaged notes involves a cumbersome
procedure entailing lot of harrassment for the common man. The
Committee think that the Ministry of Finance should, in consul-
tation with the Reserve Bank of India, review the situation and
lay down a simpler procedure for exchange of soiled and damaged
notes as early as possible. Omne way out could be to authorise all

the branches of all banks and all post offices to exchange the soiled
notes.

Audit of foreign exchange transactions,

1.83. The question of audit of foreign exchange transactions by
the Comptroller and Auditor General was dealt with by the Public
Accounts Committee in their 56th Report (4th Lok Sabha). The
Committee examined the suggestion made in the Minute of Dissent
to the Report of the Sarkar Committee on steel transactions recorded
by Shri P. C. Padhi reparding a system of periodical review of
foreign exchange transactions by an external independent authority
like the Auditor General. After considering the views of Govern-
ment and the Comptroller «rd Auditor General in this regard. the
Committee recommended that Government should take an early
decision in consultation with the Comptroller and Auditor General
so that irregularities in cases where specific obligations are under-
taken by the parties concerned may be brought out without delay.

1.84. The Committee had made the following observations in para-
graphs 1.56 to 1.60 of the 56th Report (4th Lok Sabha): “1.56. 1n
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his Minute of Dis.ent to the Report of the Sarkar Committee on
steel transactior.s, Shri P C. Padhi had «~sested a system of perio-
dical review of foreign exhcange trans-ctions by an external inde-
pendent authority like the Auditor Gensral. During the course of
oral examination, the Public Accounts Committee raised this issue
and desired that the Ministry of Finance should furnish a note on

the subject. .

In their note, the Ministry of Finance have thus summed up the
Government’s views on the subject:

‘While the need for periodical reviews of exchange control
and import trade control procedures and internal checks
can be granted, il does not seem to follow from this that
such a review should be necessarily or appropriately en-

ustcd to the Comptroller & Auditor General of India.’

Th. Ministry have, however, added: ‘A limited suggestion  is
some ues made that where foreign exchange is released as a quid
pro quo {or specific obligation undertaken mainly, corresponding
exports or barter), adequate procedures should be laid down to
ensure ...-t the obligations are actually fulfilled. Government re-
cognizes the need for laying down clear procedures in such cases
and making periodic checks as a part of its normal administrative
responsibilities to verify actual compliance., Whether and to what
extent the advice of the Comptroller and Auditor General could be
usefully drawn upon in laying down appropriate progedures in this
area is a matter on which this Department proposes to enter into
consultations with Comptroller and Auditor General’

The Comptroller and Auditor General has offered following com-
ments on this: ‘It would be desirable to consult the Comptroller and
Auditor General in regard to these procedures and he may do a
test-check, when he considers it necessary.’

The Committee would like Government to take an early decision
in consultation with the Comptroller and Auditor General so that
irregularities in cases where specific obligations are undertaken by
the parties concerned may be brought out without delay.”

1.85. In their reply dated the 18th December, 1969, .the Govern-
ment had stated: “Government’s views have been communicated to
the Comptroller and Auditor General, along with the information
required by him on procedures etc. the matter is presently under
his consideration.”
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1.86. The Committee were given to understand from Audit that
the Ministry of Finance had referred to Comptroller and Auditor
General for comments a note setting out the various types of cases
where foreign exchange was released as a quid pro quo for specific
obligations and detailing the procedures which were being followed
or are proposed to be followed to watch fulfilment of the obliga-
tions, This note did not deal with the question of test-check by
Comptroller and Auditor General but Government while forward-
ing this note to Comptroller and Auditor General had stated that
in their view “no test-check by Comptroller and Auditor General
is called for, the matter being one of administrative procedures
rather than of financial transactions of Government. The draft
procedures are under examination of Audit.”’

1.87. While reiterating their earlier recommenadtion, the Com-
mittee made the following observations in paragraph 1.37 of their
98th Action Taken Report (1969-70). “There are a number of schemes
at present which relate import entitlements of parties to export per-
formance. Parliament is entitled to know whether in these and other
similar cases the country has derived the expected foreign exchange
benefits. The Committee, therfore, feel that there should be some
external test-check of these transactions by an independent authority
like the Comptroller and Auditor General to ascertain whether im-
port entitlements have been correctly regulated and obligations
arising out of grant of import entitlements have been fulfilled. The
Committee are not convinced by the argument put forward by Gov-
ernment that the matter is one of ‘administrative procedures rather
than of financial transactions of Government.” It cannot be denied
that in the last resort foreign exhcange -spent or even earned by
non-(GGovernment entities has a vital impact on the economy of the
country and attracts Government’s responsibility. The Foreign Ex-
change Regulations themselves derive from the basic premise set
out in the Foreign Exchange Regulation Act, 1947 thet ‘it is expe-

~dient in the economic and financial interests’ of the country to
regulate all dealings in foreign exchange. In the circumstances,
Government should themselves welcome a selective test-check by
the Comptroller and Auditor General of foreign exchange trans-
actions in so far as they involve some form of quid pro quo. The
Committee are confident that the Comptroller and Auditor General
will exercise his functions in this regard judiciously, without
impinging on administrative discretion.”

1.88. The Ministry of Finance did not send any reply to the above
recommendation for more than three years. On being reminded in
July, 1973, the Ministry informed the Committee that the matter was
under consideration. The Chairman, P.A.C. wrote a D.O. letter to -
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the Minister of Finance on 28th August, 1973. The Ministry of
Finance furnished the following note on 3rd Septernber, 1973: “Syp-
sequent to Ninety-eighth rcport of the Public Accounts Committee,
the question of audit of foreign exchange transactions by the Com.-
ptroller and Auditor General was also considered by the Joint
Committee of Parliament on the Comptroller and Auditor General's
(Duties, Powers and Conditions of Service) Bill. In this connection
proceedings at pages 51, 55, 59. 106. 107, 204; 205 etc. of the minutes
of evidence given before the Joint Committee may please be refer-
red to. In its report on the Bill the Joint Committee did not recom-
mend inclusion of any provision empowering the Comptroller and
Auditor General to undertake audit of foreign exchange transac-
tions and the Bill was also passed by both Houses of Parliament.

(GGovernment do not consider it necessary for the Comptroller and
Auditor General to test check foreign exchange transactions.”

1.89. The Committee desired to know whether any specific pro-
posal for inclusion of a praovision for auditing of foreign exchange
transactions by Comptroller and Auditor General was .brought by
Governiment before the Joint Committee on the Comptroller and
Auditor General’'s (Duties. Powers and Conditions of Service) Bill
1969 in order to enable the Joint Committee to raise a discussion at
the consideration stage of the Bill. In a note on the subject, the
Ministry of Finance have stated: “The Comptroiler and Auditor Gene-
ral in his Memorandum to the Joint Committee of Parliament on
the Comptroller and Auditor General’'s (Duties, Powers and Con-
ditionrs of Service) Bill, 1969 had suggested that the Bill should
contain & provision for audit of foreign exchange transactions on
the lines recommended bv the P.A.C. He had also referred to the
recommendations of the 7AC. in paragraphs 1.56 to 1.60 of its
36th Report. A similar suggestion. with particular reference to
paragraphs 1.56 to 1.60 of its 56th Report. was also made by the
P.AC. to the Joint Committee on the C. & A.G.s Bill. .. Thus,
the Joint Committee was fully seized of the question of audit of
foreign exchange transactions by C.&A .G. The 98th Report of the
Public Accounts Committee, in paragraph 1.37 of which the Commit-
tee reiterated its recommendations in this regard, had been present-
ed to Parliament on 27-4-1970, i.e., before the Joint Committee sub-
mitted its Report on 16tk November. 1970 and the Lok Sabha took
into consideration the C.&A.G.’s Bill in November, 1971.

Whenever the Joint Committee required any information, com-
ment or clarification fronn Government on matters included in, or
connecied with, the Bill as well as the Memaoranda submitted to
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them, the Joint Committee specifically called for them from Gov-
ernment. On the question of audit of foreign exchange transactions
by the C.&A.G., the Joint Committee did not call for any informa-
tion or clarification from GGovernment; hence, there was no occasion
for Government 6 make any submission to the Committee on this
suhjeci.'u" )

1.90. Asked whether the recommendation of the Committee was
ever brought before the.Cabinet for their consideration, the Minis-
try of Finance stated: ‘No proposal to bring the recommendation in
paragraph 1.37 of the 98th Report o6f the Committee before the
Cabinet was considered because, as stated earlier. the question re-
lating to the audit of foreign exchange transactions by the C.&A.G.
was already under considcration of the Joint Committee on the
C.&A .G.’s Bill. The ‘\ction Taken Note' dated 3rd September.
1973. on this paragraph of the 98th Report of the P.A.C., was seen
and spproved by Finance Minister.”

1.91. In another note. the Ministry of Finance have stated: “The
reasons as recorded leading to the conclusion that Government do
not consider it necessary for the Comptroller and Auditor General
to test check foreign exchange transactions are briefly indicated
below:

P.A.C’s recommendation in paragraph 1.37 of the 98th Report
has emanated from the P.A.C’s earlier recommendation
in paragraph 1.60 of their 56th Report (4th Lok Sabha).
It may be recalled that the Public Accounts Committee
in "its 56th Report had referred to (a) the minute of
dissent to the Report of the Sarkar Committee on steel
transactions by Shri P. C. Padhi who had suggested a
system of periodical review of foreign exchange transac-
tions by an exlernal independent authority like the
Auditor General; and (b) the Government's views on the
subject communricated to the P.A.C. in the Government of
India, Ministry of Finance, Department of Economic
Affairs Memorandum dated 28th October, 1968 appended
as Appendix I to the 56th Report and the C.&A.G.’s com-
ments on the views of the Government, and that the
P.A.C. had made the recommendation that the Committee
would like Government to take an early decision in con-
sultation with Comptroller and Auditor General so that
irregularities in cases where specific obligations are under-
taken by the parties concerned, may be brought out with-
out delay,
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Ministry of Finance forwarded to C.&A.G. a self-contained note
setting out the various types of cases where foreign ex-
change was released as a quid pro quo for specific export
obligations and also detailing the procedures whihc were
being followed or even proposed to be followed to watch
the fulfilment of the obligations. The C.&A.G. was inform-
ed that it was Government's view that no test check by
the C.&A.G. was called for, the matter being one of
administrative procedure rather than of financial trans-
actions of Government. The question regarding audit of
foreign exchange transactions by C.&A.G. was considered
by Joint Committee on the C.&A.G.’s (Duties, Powers and
Conditions of Service) Bill, 1969. The Joint Committee
did not recommend inclusion of any provision empowering
the C.&A.G. to undertake audit of foreign exchange trans-
actions. The C.&A.G. Duties, Powers and Conditions Act,
1971 did not include any provision for audit of foreign
exchange transactions by the C.&A.G.

Government’s views in the matter have not changed. In the
light of these circumstances which were brought to the
F.M.’s notice, the concluding paragraph of the action taken
note dated 3rd September 1973 was drafted and the Note,
after approval by F.M.. was submitted to P.A.C.”

1.92. During evidence before the Committee, the Secretary, De-
partment of Economic Affairs, while explaining the Government’s
stand point on the PAC’s recommendation deposed: “This is a matter
which the Government has been considering and the first thing I
would wish to say is that the Government is very concerned about
the various aspects of any leakages in foreign exchange transactions
which you have mentionca. As you are aware I was the Chairman
of the Committee which made recommendations most of which are
being implemented. In terms of the specific arrangement for giving
replenishment licences and on the question of ensuring in what has
been called the quid pro quo where foreign exchange is given, which’
basically means ensuring that the export takes plage, arrangements
have been made to ensure that where an obligation has been created
it is fulfilled. That aspect is being carefully watched and in terms
of leakages, we are trying to take whatever action is possible through
certain measures. There is a bill where administrative matters are
being taken care of. In the matter of providing foreign exchange
for the quid proquo that is ensuring that there is an export against

that, the arrangements in terms of bank guarantees and other things
are made. ;
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In regard to leakage, it did take place. But we are strengthening
measures to keep up with these. The ppint I wish to make is, this
is an area for Government’s executive action where we are doing
‘whatever is possible to strengthen the arrangements.

In terms of the action that has been proposed by the Committee
which relates to the C.A.G. being given specific powers, we have
-examined this and generally there are two aspects of this which we
nave considered and which are in our mind. The first aspect is
the legai aspect. According to the advice that we received, audit
of foreign exchange transatcions and a test check of these transac-
tions is outside the powers of the C.A.G. as at present envisaged in
terms nf Article 149 of the Constitution. This is what we have been
advised and in terms of the present Bill defining the C.A.G.s powers
which has been passed by Parliament so that at the moment any
test check of foreign exchange audit would not be warranted by the
legs] provisions that ex#st. Secondly, by and large, the foreign ex-
change that we provide zlthough it has repercussions on the econdr
my, is an area where we use the facility. Where foreign exchange
transactions enter into (GGovernment accounts the C.A.G. has full
authority to check accounts, examine accounts and audit them but
where it is a question of the foreign exchange that Government pro-
vide. this is a regulatory power of the Government. This is not
Government’s money. It comes from many places and we provide

this facility and we regulate this facility as we would regulate many
others.”

1.93. In reply to a question, the witness stated; ‘By and large we
have the legal difficulties and we have the other aspect—that this
being a rgulatory function, it is our view that this is best controlled
by the Government and the agencies that we may set up in this
regard, we feel that an cutside independent body like the C.A.G. is

not the best way to secure the results that are to be achieved in this
area.’

1.94. He added: “There are many aspects. If you have a test check
vou go into the area of checking the accounts (the people who have
used the foreign exchange facility) and that again according to the
‘advice that we have wculd be going beyond the present powers.
'So, both on the grounds of legality and on the grounds of advisa-
bility, in terms of securing results in an area—just regulatory, we
have fell very respectfully that it would be difficult to accept the
'suggestion given by the P.A.C. The question has been raised I think
in evidence elsewhere that the Government js accountable to
‘Parliament and that is in ne way deniable. We, in all areas includ-
ing regulatory area are accountable to Parliament as such.” That is
a direct accountability for which we will answer them through

560 LS—4
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questions or in any other appropriate ways but we feel that is an
area where legally and by virtue of requirements, the control by the
C.A.G. would not be appropriate.”

1.95. The Committee pointed out that in view of the very tight
foreign exchange position and the mal-practices involved in the
foreign exchange transactions it would be appropriate if the C.&A.G.
is entrusted with the work of auditing foreign exchange transactions..
To this, the Secretary, Department of Economic Affairs replied:
“We have great respect for the Auditor General. There are several
aspects which have an impact on the economy as such, where things
may be going wrong, e.g. arrangement of distribution of food, some-
thing going wrong with the distribution of cement etc. But
these are areas for policing and if policing is not enough, more
policing should be there, but these are not necessarily areas for the
C.&A.G. to look into thal and that may not necessarily produce the
results.”

1.96. To a question whether Section 51 of the Reserve Bank of
India Act, 1934 could not be invoked to enable the C.&A.G. to have
a test check of foreign exchange transactions, the Ministry of
Finance have replied as under: ‘The Reserve Bank of India is not
required to watch fulfilment of export obligations or export per-
formance in respect of foreign exchange transactions involving quid
70 quo in any form. The Chief Controller of Imports and Exports
is performing this function. The accounts of the Bank. in relation to
which selective test audit may be entrusted to C.&A.G. in pursuance
of Section 51 of the Reserve Bank of India Act, 1934, would not
reflect foreign exchange releases of this type and the corresponding
fulfilment of export obligations. Consequently, even if Section 51
of the Reserve Bank of India Act be invoked for audit of the accounts
of the Bank by the C.&A.G., it may not enable him to test check
the foreign exchange transactions in so far as they involve some

form of quid pro quo to see whether the export obligations have been
fulfilled or not.”

. 197. The note at Appendix 1 furnished by the Ministry of
Finance gives details of the existing procedure followed to ensure
that specific obligations in regard to foreign exchange transactions
involving some form of quid pro quo undertaken by parties concern-
ed are fulfilled. The Committee desired to know whether any irre-
gularities, non-fulfilment of obligations etc. came to notice as a
result of the checks as were exercised during the past five years
and if so the details thereof and the action taken thereon. Ip a
note, the Ministry of Finance have stated: “The Chief Controller of
Imports and Exports Organisation exercises the necessary checks
to watch the fulfilment of export obligations and takes action under
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the Import Trade Control Act. Information about the irregularities,
non-fulfilment of obligations etc. noticed by them in the case of ad-
vance licences and capital goods licences issued during the past five
years and the action taken by them in such cases has been called
for from the Chief Controller of Imports and Exports.

0y

The Audit Wing of the Ministry of Finance, Department of Eco-
nomic Affairs, also exerciseg a selective test check. Such test check
of the records of the Imports and Exports Licensing Officers by the
Audit Wing of the Ministry of Finance, Department of Economic
Affairs during the Past five years disclosed certain irregularities,
non-fulfilment of obligation setc. Out of a total of 249 cases of advan-
ce licences of the value of Rs. 11.26 crores (involving fulfilment of
export obligations of the value of Rs. 36.47 crores) test checked by
the Audit Wing, in 50 cases of the value of Rs. 4.79 crores (involving
fulfilment of export obligations of the value of Rs. 12.03 crores)
default of the value of Rs. 3.89 crores in the fulfilment of export
obligations was noticed and reported to the licensing authorities
for necessary action. Completion of final action by forfeiture of
bank guarantee in 4 cases and adjustment of “future entitlement
against shortfall in three cases (Rs. 1.23 lakhs) has been reported
by the licensing authorities. The remaining 47 cases are still under
correspondence with the licensing authorities/CCI&E. In 8 cases
irregularities like delay in execution of bond agreeing to fulfil the
~export obligations or bank guarantee were noticed.”

1.98. The Committee enquired about the procedure followed in
regard to audit of such foreign exchange transactions in other coun-
tries such as U.S.A., U.K., Canada and Australia etc. In this
connection, the Ministry of Finance have stated: “Other countries
like U.K., Canada, Australia and U.S.A. do, not have import and
exchange controls as we have in this country. The procedure follow-
in regard to audit of foreign exchange transactions, if any, in other
countries is being ascertained from our Missions in those countries
and will be furnished to the P.A.C. on receipt.”

1.98. The question of having a selective test check independently
by the Comptroller & Auditor General of India of the foreign ex-
change transactions in so far as they involve some for mof quid pro-
quo has been engaging serious attention of the Committee for some
years. They have been informed now that apart from other conside-
rations, it would be inappropriate to entrust the check of these
transactions to the C&AG as he is not authorised by law to do se.
The Committee have already clearly brought out the considerations
which very much warrant such a check vide paragraph 1.37 of the
”thmpeport (1969-70). Their examination af jeemac fnwalede~ fooni—
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exchange transactions from time to time has revealed serious and
widespread lapses and malpractices. They are therefore, fully con-
vinced that it will be in the economic and financial interests of the
country if their suggestion for an independent test check of foreign
exchange transactions is accepted. Otherwise it would undoubtedly

give a free hand to the economic offenders, which could not possibly
be the Government's intention. :

1.99. The Commiitee note that at present there are several cate~
gories of cases in which foreign exchange is released subject to an
export obligation. These are: (i) advance import licences issued to
Registered Exportrs, (ii) Capital goods lichces issued subject to an
export obligation, (iii) Approval of foreign collaborations granted
subject to an export obligation, (iv) barter deals and (v) Release
of foreign exchange for location shooting of films abroad subject to
certain conditions. The fulfilment of export obligation in most of
these cases is being watched by the “Export Promotion Cell” in the
Office of the Chief Controller of Imports and Exports. The Awudib
Wing of the Department of Economic Affairs exercises a selective
test check. That this check is absolutely inadequate is clear from
the fact that during the past 5 years only a meagre 249 cases of
advance licences of the value of Rs. 11.26 crores have been covered.
However, the result of even this inadequate check is very diturbing.

In 20 per cent of the cases checked serious defaults in the fulfilment
of export obligation have been detected.

1.100. In view of the above the Committee reiterate their recom-
mendation contained in their 98th Report (Fourth Lok Sabha). They
would specifically ask Government to strengthen the existing arran-
gements for the check of such foreign exchange transactions-Further
Government should consider amending the law to have test check
of these transaction by the C&AG. In the meanwhile the C&AG

should be requested to take it up rightaway on a “consent basis” so
that no time is wasted.



CHAPTER 11
MINISTRY OF HOME AFFAIRS

Expenditure on Police
Audit Paragraph

2.1. The variation in expenditure under some of the heads men-
tioned in the preceding paragraph are analysed below:—

() Administrative Services

1969~—70 1970—71 1971 -47
(Crores of rupecs)

Police 8616 101 60 11882

The increase is mainly due to adjustments in the current year
of certain liabilities of earlier years, more expenditure on movement
of police battalions, Central Reserve Police, Border Security Force
and Central Industrial Security Force.

[Para 4 of the Report of C.&A.G. Union Genl. (Civil) for 1971-72]

2.2, Referring {o the increase in expenditure from Rs. 86.16 crores
in 1969-70 to Rs. 101.60 in 1970-71 and Rs. 118.82 crores in 1971-72,
the Committee desired to be furnished with the break-up of expendi-
ture. In a statement furnished to the Committee, the Ministry of
Home Affairs gave the break-up of expenditure as follows:—

Units of Expenditure Actual Expenditure incurred during the years .
1968 —€9 1969—70 1970—71 1971—72
1 2 3 4 5
Police : R
C-ntral Rzserve Police 1 3,42,883402 22,46,56,141 26,62,42,627 32,32,51,675

National Police Academy .20,56,313 22,57.997 21,61,466 §24,11,942

e ———— [ “N
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1 3 3
Central Do:tective Tra-
ining School 6,94,138 7:87,306
CRP Training Chliege 5,66,587 14,99,619
CRP Recruitment Trai-
ning C:ntre 8,902,881 27,40,063
C=ntral Burcau of In-
vastigation (Deptt, of
Personnel), 1,59,35,485 1,79,32,858
Grants-in-aid, Chntri- V
bution etc. 10,20,187 10,21,514
D.G., Border Security
Force 25,43154;183 30,49,23,924
Border Check Posts $,27,69,453 7,09,72,416
Indo-Tibetan Border
Police — —
ssam Rifles Provision included in Aruna-
chal Pradesh
Central Finger Print
Bureau | 4,34,290 4,26,298
Central  Forensic  Sci-
ence Laboratory (M.H.A) 5,90,257 8,18,060
Ceontral Forensic Science
Laborafory (D(:ptt of
Personnel), — —
Govt. Examiner of Ques-
tioned Documents 3,58,937 4,69,495
Iater-State Police Wire-,
less Scheme 45,50:934 37539,685
R:gional Registration Officer  3,39,633 3,32,002
Charges paid to other
Govt. Deptts. 6,69,73,032 2,97,00,939
Registration &  Survei-
liance vf Foreigners ~— 84,53,024
Expenditure on providing
Guards . - 79,500
Hospitality and Enter-
tatnment Expenses’] —_— _—
Police Awards 1,661 1,167

Bureau of Police Resea-
rch and Dzvelopmant

4

5

7,94:294
30,69,749

31,97,681

1,94,03,599
14,46,295

33,97,77-337
8,76,36,240

15,16,40,000

4,39,984

19,18,038

6,82,623

61,24,985
3,37,178

2,78,06,069

1,11,01,492

9,300

549
1,584

2,14,782

8,66,514
26,29,034

39,08,665

2,13,02,165
15,53,830

42,48,99,398
2,27,64,992

6,83,30,293
14,63,95,000
4,43,719

6,91,882

8,28,983
6,55,962

86,51,434
4,26,876

4,99,37,697

26,79,661

1,301

430

541,725
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Tnstitute of Criminology
& Forensic Science . —_ — —_ 1,34,128

«Central  Industrial Se-

curity Force —_— 20,18,912 10,08,12,570  2,30,41,868
“Total : Police . . $3,58,15,313  67,28,31,220  93,38,18,442 110,63,33,201
Delhi | . . 5:55,50,933  6,20,85,000  7,44,48,000 7,81,75,000
Chandigarh | . . 65,93,558 61,78,000 73,68,000 70,474,000
Andaman & Nicobar

Tslands | . . 81,37,103 87,05,000 93,365,000 72,08,000
Arunachal Pradesh A 13,77,46,233 13,29,06,000 80,62,000 1,23,56,000 X
D dra & Nagir Huveli | 2,80,79% 3,23,000 - 4,59,000 3,76,000
Laccadive, Minicoy &

Amindivi Islands . 2,80,610 3,21,000 4,33,0000 7,87,000
Mizoram R R . -—_ — — 7,84,000

74,44,04,548  88,33,49,220  1,03,39,24,442 1,21,30,93,20T

Deadnzt recovéries From
other Govt. Deptts.—  (—)1,83,7%,780 (—)2,17,31,000 (—)1,79,22,000 (—)2,48,77,319

Grand Net : 72,60,32,768  86,16,18,220 1,03,60,02,442 1,18,82,15,882
Expenditure

The expenditure was Rs. 1.30,90,54 during 1972-73 and
Rs. 1,27,19,15,500 during 1973-74 (Revised Estimates).

2.3. Explaining the reasons for increase in expenditure on Police,
‘the Secretary, Ministry of Home Affairs stated: “So far as I can see,
‘the main reason for the inerease in expenditure is relatable to four
major heads. There are four major items which account for quite
a large part of the increase. They are, CRP, BSF, ITBP and the
CISF. These, between them, account for probably the bulk of the
increase in costs. In regard to CRP and BSF, it has been more a
.case of rationalisation I would not say more, but, substantially a
case of rationalisation of the existing forces. They were called by
-a certaln name. Now, they are called by a different name for better
-command and control purposes. It would be easier to command and
control, if you have a single organisation, than a mixture of forces
‘like the India Reserve, Madhya Pradesh Police and so on. By bring-
ing them under a single command and control, we can have better
«discipline, training, officering and so on. You can have some kind
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of a rational pattern.” He added that “the CRP and the BSF, bet-
ween them, account for quite a large part of the increase in costs.
Then, I come to ITBP.- Here also, this is a case of rationalisation
rather than a case of net increase. Upto a certain year, that is to
say, upto 70-71 inclusive, the cost of this Force was shown in the
Budget under the Head ‘Border Check Posts” This was so until
some time ago. Then, it was transferred to some other head, this
required a head of its own. So, from 1871-72 you have this specific
ﬁgure about ITBP. Then, there is CISF. Of course, this is a new
raising altogether. The increase in the strength of the Force has
been ten-fold in four years. Naturally, this has got reflected in the
cost increase. These are the major raisings, I would say, accounting
for the increase. We feel these are all thoroughly justified and our
present experience also is in line with that. Not 3 month passes in
which we do not have pressing requests from State Governments on
account of one trouble or the other and it is a fairly intricate task
of operation and control to ensure that the optimum deployment, as
it were, of the forces is available.”

' 24. Referring to recommendation made in para 4 of the 36th
Report (Third Lok Sabha), the Committee desired to know the
action taken on the findings of the Committee of Officers set up
to examine the question of streamlining the police force with a view
to reducing the expenditure and avoiding duplication. The Secre-
tary, Ministry of Home Affairs, stated that one Central Border Secu-
rity Force was brought into existence under an Act of Parliament
and a number of India Reserve Battalions have also been attached
to it. The Government of India have thusg assumed direct responsi-
bility for the security of the Indo-Pakistan border although the
policing of the borders constituted the main duties of the border
security force it can also be used for internal security purposes. So,
one of the outcomes of that thinking was raising of the B.S.F. and
the other part of it was embodiment of certain India Reserve Bat-
taliong into C.R.P. The witness added that “we have removed
duplication and that is the reason, the costs had-to go up.”

2.5; The Committee are very much concerned over large scale
and continuous increase in unproductive expenditure on police in
recent years. This is particularly deplorable in a poverty stricken
country. The expenditure on police increased from Rs. 3 crores
in 1950-51 to Rs. 48.27 crores in 1966-67, Rs, 72.60 crores in 1968-69.
Rs. 118.82 crores in 1971-72, Rs. 139.91 crores in 1972-73 and Rs. 156.40
crores (BE) in 1974-75. This means a 52 times increase in 24 years.
This is by any standard an alarming increase, There has been 2
large scale increase in Central Reserve Police, Border Se-urity



51

Force and relataively recently created Central Industrial Security
Force. The Committee are surprised that police forces of such large
strength should be necessary over and above the substantially large
forces of the State Governments who are required to do precisely
the same job and are responsible for maintaining the law and order.
(It is understood that the expenditure on State Police Forces has
also risen to more than Rs. 300 crores during 1973-74). According
to the Ministry of Home Affairs, the increase in expenditure is
justified*in view of pressing requesis from State Governments for

the deployment of central police on account of one trouble or the
other,

2.6. The Committee feel that expenditure on Police organisations
of different kinds has been increasing at such a rapid rate that it
calls for an urgent review by an independent high powered Commis-
sion. The expenditure on Police both at the Centre and in the States
has reached levels where clearly they are eroding the resources
available for developmental activities. The Committee trust that
Government will take a decision in this matter and appoint the
Commission within the next two or three months.

Central Reserve Police

2.7. The Committee desired to know the reasons for increase in
the expenditure on C.R.P. from Rs. 13.54 crores in 1968-69 to Rs.
32.33 crores in 1971-72. In a statement (Appendix II) furnished to
the Committee, the Ministry of Home Affairs stated that upto 1964-
65, there were 16 Battalions. During the period 1965-66 to 1972-73
16 additional CRPF battalions were raised and 28 battalions of
India Reserve Battalions were merged with the Central Reserve
Police Force. The increase in expenditure was also partly due to
more deployment of the Battalions, reorganisation of the fcrce,
increase in D.A. etc. ‘

2.8. The Committee desired to know the reasons for-increasing
the strength of the CRP Force, the Home Secretary stated during
evidence: “The strength of the CRP in 1965 was 17 battalions. The
size of the force was considered small at that time for the various
tasks facing the armed police in the country particularly in the
context of problems of insurgencies in the North-East region and
also infiltration problem of J&K and so on. There were requests
from State Governments for more force and, in fact, the Central
Governmient had tg borrow a number of State battalions from some
States in order to make use of centrally deployed forces in other
parts of the country. In 1965 itself it was the case that such bor-
rowed battalions numbered not less than 55 and so the point was
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«onsidered whether this position under which the Central Govery,.
‘ment had over the years come to have a farily large commitments
whioh were having to be fulfilled on the basis of borrowed batts.
lions was a satisfactory one or not. And the view taken was that
it was not a satisfactory situation. On the very narrow place of
-financial arrangements it was not satisfactory as it was reckoned
-to be a cheaper proposition to have a regular CRP battalions,

Consequently a number of these borrowed battalions were
‘incorporated in the CRPF. Out of these 55 borrowed battalions
which we had in 1965, 44 were termed as India-reserve battahqns
In view of these reasons beginning in 1987 we started a policy‘ of
incorporating some of these State battalions into CRP and the Centre
.did so to the extent of 28 India-reserve battalions, that is, 7 in 1967,
19 in 1968 and 2 in 1969. Of the remaining 16 India-reserve batta-
lions nine were embodied in another force, e.g. BSF and four in
‘SSB.”

2.9. The Secretary, Ministry of Home Affairs further explained,
‘that “Today we have 60, i.e. 33 more have been added. Out of
this 33, 18 Battalions were converted; no new raisings were invol-
ved in these. So the new raisings were 15 and out of 'this 15,
seven were raised in 1968-69 in lieu of 7 LR. battalions taken out
of internal security duties and because of the need felt on account
of the demands of the State Governments and the requirements of
the situation in certain areas. ¥ight more had to be raised in 1971-
72 and these were with reference to the Bangla Desh situation
-which was emerging at that time. So, when you come to think of
it, the increase in terms of new raisings has not really been all
‘that ‘phenomenal’... I would say that the increase has been fairly
normal. In fact, we in the Home Ministry think that we could
have done with some more increase, but we have tried to manage
‘with the least leve| we could manage with.”

210. In a written reply, the Ministry of Home Affairs stated:
"“The justification for the increase was the law and order situation
existing at the time of such raisings. The incorporation of the
Indian Reserve battalions already on loan to the Government of
‘India was on account of providing better supervision and improv-
ing the command structure and as a measure of rationalisation of

the multiplicity of para-military forces deployed for maintenance
of internal security.”

2.11. The Committee desired to know about the cases where
“CRP.Forces were deployed without a request from the State Gov-
ernment concerned. In a written reply, the Ministry of Home
Affairs stated: “The CRPF is an .armed Force of the Union raised
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under Entry II of the Union List in the Seventh Schedule to the
constitution.  As the Central Government have a duty to go to
the aid of States in preservation of internal peace and tranquality
the CRP units are lent to the States on their request. Besides
protecting the States from internal subversion, the C.R.P. units

can also be used to protect the property of the Central Government
and its affiliates.

Cases where the CRP units were sent to the States without the
‘States’ request for it, are as follows:—

(i) In 1968 the CRP personnel were deployed in Trivandrum
(Kerala) to protect the office of the Accountant General
from the fury of a violent crowd who had surrounded
the office.

(ii) In 1969 the Government of West Bengal asked for with-

drawl of CRP personnel deployed at Farraka Barrage.

The request was not agreed to as the CRPF personnel

were deployed at the Farraka Barrage for protection of

the property belonging to the Central Government.. The

State Government were accordingly informed.

(iii) In another instance in the year 1969, the Government of
West Bengal demanded withdrawal of CRP contingents
deployed in West Bengal for law and order duties. Keep-
ing in view the request of the State Government, the

CRP personnel deployed with the Government of West
Bengal were withdrawn from active duty.

There has been no other case where any State Government
objected to the deployment of the CRP in their areas on active duty.
In fact the demands from the States for assistance of the CRP are
so pressing that it often becomes difficult to meet them.”

2.12. The following statement shows the number of times CRP
was deployed for law and order duties during 1973:—

Andhra Pradesh |

9 times

- Assam 6 times

Bihar . 1 time

J. & K, 3 times

 Kerala 2 times
Manipur

2 times
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I\;;mrashtra_‘ . . A , . . 4 times
Madhya Pradesh | 5 times
Meghaleya | 3 times
Mysore 4 times
Negaland . . . . . . . Itime
Orissa | 2 times
Rajasthan 6 times
_ Tamil Nadu, 14 times
West Bengal . . . . . . . 8 times
Uner Pradesh 12 times

At the instance of the Committee, the Ministry of Home Affairs.
furnished the following statement indicating break-up of out-

standing amounts due from the States for deployment of C.R.P.
Forces:
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Upto 1968-69 1969-70 1971-72 1971-72 . 1972-73 Total
Assam 1,21,36,732 68,65,237 31,73,364  1,24,56,009  1,25,80,592  4,72,11,934
West Bengal 20,76,815 5,09,774 4,02,87,599 5,67,25,165 3,85,42,309  13,81,41,662
Kerala . 3,88,762 25,95,960 57,87,538 35,68,774 72,85,279 1,96,26,313
Andhra Pradesh | 60,154 78,55,096  1,03,58,937 60,77,636  2,26,00,402  4,69,52,225
Maharashtra 1,33,086 $,05,019 .. .. 6,38,103
Gujarat ., | ) i ) . . . 77,13,033 21,33,575 . .. .. 1,08,46,608
Bihar | . . . . ' - . 16,39,377 . 24,43,554 62,44,477.  44,54,713 1,47,92,121
Tamil Nadu | . . ; . . . . . 84,000 12,77,549 13,61,549
Punjab 7,02,514 .. .. 7,02,514
Himachal Pradesh 86,392 . .. 86,392
Haryana ] ! .. 5.43,631 .. .. 5,43,067
Mysore . -, . . . 2,23,631 1,26,580 3,50,211
Rajasthan | \ . 3,03,865v . 3,03,865

Manipwr , . . . 2,04,77:904  2,04,77:994

U.P. . . . . . . . . .- . .- .. 594,094 5,94,094
Meghalaya 18,52,987 18,52,987
Tripura 88,30,771 88,30,771
Orissa 2,25,006 2,25,006

2,40,24,873  2,10,92.728 6.39,71,984  8,52,05,69%  IL9I1,52,051  31,35,37,328

99
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2.13. Asked about the steps to recover the dues, the Ministry
stated in a written reply: “After the deployment of the C.R.P.
units in the States, bills regarding the cost of deployment are sent
to the States by the Directorate General, C.R.P. and the reminders
are also issued from time to time in case of defaulting States. A
quarterly return is sent to the Ministry of Home Affairs about the-
progress of recoveries. The State Governments were reminded
demi-officially at Home Secretary’s level vide d.o. letter dated
August 12, 1972. Simultaneously D.G./CR.P. was advised to ask’
his field officers to contact the concerned State officials personally
in order to expedite the recovery of dues.”

2.14. At the instance of the Committee, the Ministry of Home
Affairs have furnished the following information about the per-

centage of the personnel in Central Reserve Police Force recruited
from different States:

STATES PERCENTAGE
1 2
Andhra Pradesh . . . . . . . 172
Assam . . . . . . S . 138
Bihar | . . . . . ) . . 8-88
Gujarat . . . . . . . . . 016
Himachal Pradesh . . . . . . . 489
Haryana . . . , . . . . . 1231
Jammu & Kashmir . ) . . . . . 3-04
Kerala . . . . . . . . . 1170
Madhya Pradesh | . . i R . . . 2-85
Manipur | . . . . .. . oI
Maharashtra | | . . . . R . . 447
Mysore N R . . . R . . . 162
Meghalaya . . . . . . . . . o003
Nagaland | . . . . . . . . 003
Orissa | . . - . . . . . . 1-34
Punjab_ . | . . . . . . . . T41
Tamil Nadu, . . . . . . . . 1'54
Tripura | | e . . . . 031
Uttar Pradesh . . . . . . . . 21'50
West Bengal . . . . . . . 1'97

Rajasthan | . . B s . . . . 10°26




UNION TERRITORIES
Andaman and Nicoba- |

0.01
Arunachal Pradesh 0.03
Delhi | 0.77
Goa 0.01
Mizoram 0.16
Nepal . 1.22
Sikkim 0.03
Pondicherry |

2.15. The Committee note that the expenditure on the Central
Reserve Police has increased from Rs. 13.57 crores in 1968469 to
Rs. 32.33 crores in 1971-72 and to Rs. 38.78 in 1973-74. Upto 1964~
65 there were only 16 battalions. During the period 1965-66 to
1972-73, 16 new battalions were raised and 28 battalions of the
Indian Reserve Police were merged with Central Reserve Police
Force. The total number of battalions at present stand at 60. In
view of the faect that the merger of the Indian Reserve battalions
with the Central Reserve Police force, Border Security Feorce and

SSB has been almost completed, the Committee stress that there:
should be no further increase in expenditure.

From information furnished to them, the Committee find that
during the year 1973, the Central Reserve Police was deployed 82
times in the various States. There were three cases in 1968-69
where the CRP units were sent to the States of Kerala and West
Bengal without their requests including one case where the Central

Government refused to remove CRP inspite of insistence of State
Government.

2.16. The Committee note that there are large amounts of out-
standing dues from the State Governments for deployment of Cent-
ral Reserve Police Force in the past. It is indeed surprising that
the Central Government should have allowed accumulation of
arrears of the magnitude of Rs. 31.35 crores. It is necessary to
emphasise this as out of the arrears a sum of Rs. 240 crores re-
lates to the period upto 1968-69. The only step taken at the higher
level by the Government all these ygars appears to have been the
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writing of a mere demi official letter in August, 1972. The Com-
mittee stress that the vigorous efforts should be made to recover
the outstgnding dues from the State Governments expeditiously.

2.17. The Committee note that out of the total strength of the
Central Reserve Police Force, the persons recruited from Uttar
Pradesh accounted for 21.50 per cent, Haryana 1231 per cent,
Madhya Pradesh 285 per cent and Rajasthan 10.26 per cent. The
Committee would suggest that recruitment should be made as far
as posible from every part of the country.

Central Border Security Force

2.18. In a written reply, the Ministry of Home Affairs have
stated: —

‘The Central Border Security Force has been brought into
existence by taking over number of erstwhile State bat-
talions under a unified command and control. A num-
ber of ‘India Reserve’ battalions have also been embodied
to it. The Government of India have thus assumed
direct responsibility for the security of the Indo-Pakistan
border. Although policing of the borders constitutes the
main duty of this Force, it can also be used, in certain
situations, for internal security purposes.

The information about the raising of the BSF during the
period 1968-69 to 1972-73 is given in the statement placed
at Appendix III. The reasons for increase in expendi-
ture have also beon cnumerated therein. Before com-
ing into being of the BSF, the State Police battalions
including the India Reserve battalions were respon-
sible for the border security. The State Governments
were reimbursed the cost of the battalions deployed on
border security duties. As a part of rationalisation pro-
cess and to improve the existing measures for border
security when it was decided to raise the B.S.F. Gra-
dually, these State battalions were taken over in the
B.S.F. In addition, where the considerations of border
security required augmentation of the force, additional
new raisings in the B.S.F. were allowed.”

2.19. In a note furnished to the Committee, the Ministry of
Home Affairs have furnished the following information about the
awelfare scheme of the Border Security Force:—

“With a view of establishing proper rapport with the local
population, the B.S.F. initiated a scheme of Border Wel-
fare albeit on a very modest scale in 1970. Assistance
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given under the Scheme supplements on a very modest
scale the efforts of the State Governments. Under the
Scheme, assistance is provided by way of somc medical
relief, provision of books, note-books, slates and uniforms
for schools children, some warm clothing for very poor
people living in high altitude areas, construction of some
crossed drainage works, for repairs of equipment and
maintenance of community schools. In some cases assis-
tance has also been given for construction of schools and
panchayat-ghars.

The amount spent on border Welfare Scheme in relation to the
total expenditure on the Force since 1970-71 is as follows:—

Year Am unt spent on Tot»} expenditire
border welfare scheme  on the BSF (since
of the B.S.F. 1970-71)
(Rs. in lakhs) (Rs. in lakhs)
1970-71 . . . . . 129 3607
197172 ) . ; ) 1-26 1450
1972-73 . ; . .. ‘86 1465

2.28. The Committee are deeply concerned to note that the
expenditvre on Border Security Force has increased from Rs. 25.44
erores in 1968-69 to Rs 4249 crores in 1971-72. Rs. 4590 crores in
1973-74, Rs. 5741 crores in 197475 (Budget Estimate). In view
of the fact that there is a large standing army the bounden duty of
which is to guard the horders of the country. this amounts to an-
other instance of duplication which could be ill-afforded. More-
over till 1968 the States forces were successfully guarding the bor-
ders. There is an appreciable rise in expenditure even after the
cessation of hostilities on the Eastern horder where we have now
a friendly neighboux.

2.21. During the passage of the Bill in 1968 the Home Minister’s
indication as to the purpose of the force was policing of the Border
ofs the other side of which there were hostile countries. Today al-
though the situation has greatly changed in our favour, yet the
country has to pay higher amount for the same purpese. This calls
for an explanation.

2.22. The Commitiee note that with a view to establish rapport
with the lecal pepulation, the border gecurity force initiated a

560 L.S.—5.
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scheme of Border Welfare on a modest scale im 1970.. Under this
scheme assistance is provided by way of some medica) relief, pro-
vision of books, uniform etc., to school children and warm clothing
for poor people living in high altitude areas, construetion of some
cross drainage works, for repairs of equipment and maintenance of
community schools. The expenditure was Rs. 1.29 lakhs in 1970-
71. Rs. 1,26 lakhs in 1971-72 and Rs. 86,000 in 1972-73. The Com-
mittee are surprised that such a small amount was; aliocated for
welfare activities of this nature and would recommend: that such
activities should be financed on an adequate scale.

Central Industrial Security Force

2.23. The Committce desired to know about the working of the
Central Industrial Security Force. The Secretary, Ministry of
Hom~ Affairs explained “This force came into existence in 1969-
70, with a very minimum quantum of men, mostly taken over from
the existing watch and ward personnel of some of the public sector
organisations. The present strength of the Forece is 15,545 to be
precise. In 1971-72, it had a strength of 10,220, It is a very young
Force, I should say, and still at a formative stage and it has all the
problems of young Force. going through various kinds of teething
treubles of organisation and officering and so on.

2.24. In a written reply, the Ministry of Home Affairs have stated:

“The absence of well tramed and disci 1med watch and ward
force for better  protection of the und,ertakmgq of . the
Central Government was felt for a long time. In qrder
to meet this objective, the Central Industrlal Security
Force was created in 1969 by an A,ct of Parllan}cnt The
present sanctioned strength of the Force s, “]77,330 per-
sonnel. ‘ o ‘ o

vt

The Force is administered by the Inspec’tor ‘Genérh! Assist-
ed by some headquartered staff. 'W6r" adminl¥trative
convenience, the Force.is divided in three. zames’ each
placed under the overall supervision of an officer; of the
rank of Dy. Inspector .General: ... There is a..;.Training
College of the Force at HMyderabad. . R T

1 LA X2 2]

The C.1.S.F. has so far been inducted mtp :,7], ,pl}}?hc Sectox
undertakings. The induction of the Force in an under-

- taking is done after a‘formal requbst is 'recél¥ed ‘from

" the undertaking concérned.. The'¥tdff strehpth dépldyed
is decided in mutual consultation of the officers of the
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Force and those of public undertakings, keeping in view
‘the overall security requirements of the undertaking,

. In view of the good work done by the Force, the demand for
induction of the Force from various undertakings has
gone up considerably and it has not been made possible
for the Force to keep up with the demand. Steps, are
therefore, being taken to increase the recruitment and to
augment the training capability of the Force,.

. ‘I'n&‘v'jé\y‘ of the ascent origin of the Force, no management re-

. view has taken place about the utility of the Force but

_.the same can  be inferred from the appreciation of the

_ seryices rendered by the Force, by controlling authori-

. ties of the Public undertakings. The Torce has been

. instrumental in considerably preventing the theft

of goods from the undertakings through better watch anc

ward. For example in Durgapur Steel Plant as agains\

4,375 thefts of brass bearings in 1970-71 the number of

thefts came down to only 150 in 1972-73. Similar achieve-

ments has resulted in the Calcutta Port Trust, Bhillai

© Steel Plant, Madras Port Trust and other undertakings

where the Force is deployed. It can, theréfore, reason-

- ably ‘be informed that the CISF has becn able to fulfil the
objectives for which it was created,

The stréngth of the C.1.S.F. for the period from 1969-70 to 1972-
73 was as follows: —

Year Manpower  strength
as on 315t March

1969-70 . . . . . . . .. 1,568
1970-71 . L. 5,427
1971-72 . . . . . . . . . 10,220
1972-73 . .. ... 15,545

The increase in _thé C.IS.F. was a result of additional demands
coming from public sector undertakings and increase in the activi-
ties of the Force consequent on their deployment.

2.25. The Committee enquired about the outstanding dues on
account of deployment of CISF, the Ministry of Home Affairs, in
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a statement (Appendix) indicated the total amount as Rs. 2.35
crores as on 1-12-1873. The Ministry stated that continuous ef-
forts are made for the recovery of the dues on account of the de-
ployment of CISF. Officers posted in the undertakings try to expe-
dite recoveries through personal contacts. Regular reminders are
also issued from the Zonal Headquarters and headquarters of the

Force. When necessary. efforts are also made through the Ministry
of Home Affairs.”

2.26. The Comntittee note that the strength of the Central In.
dustrial Security Force which caple into existence in 1969-70, in-
creased from 1568 to 15545 in 1972.73. Forces have so far been
inducted into 71 public sector undertakings. The Committee feel
that already a large number of police forces have been created. In
their opinion Government should review the enfire position to
see whether it is necessary to have such a large number of forces
each created for performing limited functions in addition to the
one responsible fer overall maintenance of law and order and pro-
tecting Government properties.

2.27. The Committee are surprised to find that a total amount
of Rs. 2.35 crores was outstanding as on 1st December, 1973 from
the various State undertakings for the services rendered by the
Central Industrial Security Forces, and part of the arrears relate
to the vear 1971-72. The Committee are of the opinion that there
is no justification for any amount {o remain outstanding. This force
is assigned to every public undertaking with full regard to its re-
quirements and on the clear understanding that it is liable for meex-
ing the expenditure on this account. The Committee would await
the progress of the recovery of arrears.

Modernisation of Police

2.928. The Committee asked the steps taken towards modernisa-
tion of State Police Forces and providing financial assistance to
States. The Joint Secretary, Ministry of Home Affairs stated:
“Starting from the year 1969-70, we have been providing financial
assistance to the States for the modernisation of Police forces. In
fact, there has been a demand for this sort of assistance from the
Centre since a very long time. as the States were pleading that
they were short of funds for the type of modernisation that is
required to meet the type of criminals and the type of crimes that
are being committed in the modern age. So, starting from 1969-70
we have been providing this assistance, and today the total assist-
ance that we have provided to the States is Rs. 22.50 crores. For
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the current year, ie. 1973-74, we have a provision of Rs. 8 crores,
but due to certain restrictions placed by the Government on consi~
derations of economy, a decision has been taken to curtail this
budget provision. An exercise is now in the Ministry, and pro-
‘bably there would be a saving of Rs. 2.5 crores out of this year’s
budget grant.”

2.29. The purpose of this assistance is mainly provision of two
or three major items of Police development. One is providing bet-
ter mobility to the Police forces by providing them with better
transport. The second is providing them with better communica-
tion facilities—and communication means providing them with
VHF sets which one of our public sector undertakings is manufac-
turing, by channelising the supply. The third major item of help
is equiping them with forensic science laboratories. In fact. we
now give assistance of roughly about Rs. 5 lakhs towards the build-
ing part and there is no limit for the other parts. But we assess
the type of equipment required for the Forensic Laboratories and
the need of the States and give assistance accordingly. S0, these
are the items of help from the Centre to the States, I would say, in
the non-Plan sector. In fact, there has been a demand from the
States that there are certain major aspects of Police devclopment
which hitherto have been neglected in the States due to paucity of
funds, and that this paucity of funds was due to the fact that this
is a non-Plan subject, and therefore, in future at least some of the
major Police development items should be included in the Plan.
In this respect also, we have carried on a dialogue with the Plan-
ning Commission, I think during the course of the last one year
we have had a couple of meetings with the Planning Commission—
one at the Secretary’s level and later at my level to work out the
details—and at the official level there has been some break-through
in the thinking and the recommendation of the Officials Committee
was that certain items should be included in the Plan; but the
Planning Commission is yet to take a final view of that.”

2.30. In a written reply. the Ministry of Home Affairs have
stated:—

“The Scheme of Modernisation of Police Forces was introduc-
ed in 1969-70 and since then an amount of Rs. 19.80 crores
has been given to the States on loan-cum-grant basis.
The assistance under the Scheme is given for provision
of greater mobility, better tele-communications and pro-
vision of scientific aids to investigation. The loan com-
ponent of the scheme is 75 per cent and 25 per cent s
treated as grant-in-aid.”

My
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231 The Committee are informed that a scheme for modermsa-
tion of police force was introduced in 1969-70 and since then an
amount of Rs. 19.80 crores has been paid to the State Governments
on loan-cum-grant basis (75 per cent loan and 25 per cent grant).
The scheme aims at greater mobility, better tele-communication,
and providing scientific aids to investigation, as in the past due to
paucity of funds, certain major aspects of police development were
neglected.  The question of inducting major police development
items in the Plan has now been taken up with the Planmng Com-
mission.

2.32. The Committee however are extremely distressed to note
that in spite of heavy expenditure on police in the Centre as well
as in the States, the crimes alround, particularly economic crimes
of various types, are very much on the increase and the perform-
ance of the police has been far from satisfactory as large number
of cases of atrocities on Scheduled Castes and Scheduled Tribes
continue to occur and minorities continue to have a feeling of in-
security. What is more, there is involvement of police personnel
(including senior officers) in serious crimes.

Incidence of Crimes in Delhi

2.33. At the instance of the Committee, the Ministry of Home
Affairs furnished a note explaining the position regarding the inci-
dence of crimes in Delhi and the steps taken to control it.

The figures of crimes under the Indian Penal Code reported in
the Union Territory of Delhi over the last five years 1969—173 is as
follows:—

Dacoity . . . . 2 28 15 27 26
Murder . i . . 96 123 114 ) 133 181
Attempt to murder | L. 94 136 159 195 240
Robhery . . . . 43 363 327 378 454
Riots | . . . . 92 . 192 241 447 417
Burglary . . . . 1230 3349 2640 3105 3033
Thefts | . . . B 9997 18011 18720 1985<5
Misse, ILP.C. | . . . 6051 8041 9002 8587 1C098

17605 31243 29235 32592 34174

There was a sharp increase in the registered crimes from 17605
in 1969 to 31243 in 1970. Thereatter the rate of registration decreas-
ed in the year 1971 to 29235 and it increased in the year 1972 to
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32592 and further increased in 1973 to 34174, A comparative state-

ment of the .crime ﬁgures in Urban Delhi and Calcutta is given
below :— ‘

1968 1969 1970 1971 ' 1972
Clcutra . . . 11864 10801 10588 10911 9793
Delhi | . . . 15768 16254 28890 26933 30054
T

234. The marked increase in registration in the year 1970 was
due to a decision taken to allow free registration of crimes in Delhi
with' a view to avoiding burking i.e. artificially reducing registered
érime by dxscouragmg complaints. This policy of free registration
permits a more realistic assessment of the pattern and the situation
of crimes in Delhi. The comparative figures of registration of crimes
in Urban Delhi and Calcutta would show that the crimes registered
in Delhi are higher. The volume of crime is also related to the
';ncréase in population. Resident population in Delhi has been in-
creasing annually by one to two lakhs. Aparl frory this, resident
population, there is a floating population in the city which material-
ly contributes to criminal activities because of the adjoining States
borders. The rapid urbanisation of the rural areas of the Union
Territory of Delhi also contribute to a higher rate of registration of
crime. Lastly, Delhi is the capital of the country, the seat of Par-
liament and the Central Government and headquarters of all poli-
tical parties. Any happening anywhere in the country or even
abroad has its effect in the city often resulting in demonstrations
and law and order situation. The commitment of the Delhi Police
for such demonstrations and processions etec., is so heavy that it
detracts them from their normal functioning in regard to the pre-
vention of crime, detection and investigation of cases registered
with the police.

2.35. It was felt that to create immediate impact on the crime
situation in Delhi. police presence on the streets by way of foot-
patrolling in day and at night, has to be increased. As a long term
measure, a proposal is being examined to sanction two additional
battalions of the Delhi Armed Police in addition to the existing
four battalions. As an immediate measure two battalions of the
Central Reserve Police have been placed under the Delhi Police
and these battalions have largely taken over the static guard duties
~and other such commitments of the Delhi Police. The men of the
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Delhi Police so réleased are being put on duty for patrollidg¥and
this patrolling is Déing effectively supervised by senior rank officer;
of the Relhi Police. The Home Guards have been called up %o re-
inforce the police m night patrolling. It is expected that this in-
crease in the presence of the Police on the streets and the resultant
surveillaxé by the police will go a long way in preventing crime
in the urban areas of Delhi. The following steps have been taken
by the Delhi Police to prevent and to control crime in Delhi:—

(i) Special preventive patrolling is enforced in spnsitive areas

and - anti-socihl elements are not allowed raise their
heads.

(ii) The Missing Persons’ Squad of Crime Briiach deploys
staff at different places, including railway stgffions, for the
prevention of incidents of kidnapping of chfidren as well
as to round up unescorted and destitute cHildren.

- (iii) Plain clothes policemen are deployed i¥running buses
to the extent possible to prevent the irtidents of pick-

pocketing and to check the anti-social actlvxtles, such as
eve-teasing etc.

(iv) An Anti-Vice Squad functions in the Crime Branch to
deal with the subject of social defence i.e., the suppres-
sion of immoral traffic in women and girls.

(v) Raids arevorganised at the places of criminal hide-outs.

(vi) Patrolling is done regularly by the Police Control Room
Vehicles in their respective areas round the clock. This
is meant to ensure prompt collection and dissemination of
information to strengthen public confidence by prompt
response to the calls for help and to take action till the
local police take charge of the situation.

ling has been increa and their beats have been revis-
ed where necessary in\the light of concentration of robh-
bery in certain areas.

(vii) The number of contg room mobilg vehicles for patrol-

(viii) Mohalla meetings in affected areas are being held to in-

spire configence in the public qn to elicit useful crimi-

nal intelligence. /

(ix) The responsibility of the Division Officers and Beat Con-
stables for crimes committed in their areas is #ssessed
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regularly and punishment is given for inefficiency and
criminal intelligence.

(%) Home Guards have been called up to reinforce the police
s . in night patrolling.

(xi) Under the Bombay Police Act, proceedings for extern-
ment, out of the Union Territory of Delhi have been ini-
. tiated against notorious bad characters of the city.

(®4) A-concerned drive was launched by the Delhi Police to
compléete the investigations pending with them and to

r file thgife cases in courts.

“(xiii) Motor vehicle thefts have been on the increase and an
Auto' Squad has been created to deal with this type of
crime. The Squad has developed a certain expertise in
the investigation of such cases.

-
E

(xiv) One of the reasons for delay in filing cases in the courts
was time taken to prepare copies of documents. A
scheme has been formulated to obtain dry-duplicating
machines which will duplicate records automatically and
avoid delay caused by marnual writing of duplicate copies.

2.38. At the instance of the Committee the Ministry of Home
Affairs have furnished the following figures regarding the cases of
corruption in Delhi in which policemen were involved:—

“During the last three years 1971, 1972 and 1973, 40 police offi-
cials have been found to be involved in 28 cases of corruption.
Their break-up rank-wise is as under:—

Year No. of Insp. Sub.Insp, Asstt.S.I. H.C. Constahle
CasSes

1971 . . 18 1 9 6 4 6

1972 | . . 5 1 2 2 — 3

[973 . . . 5 - 2 — — 4

In order to eradicate corruption in police in the Union Territory
of Delhi, surveillance on the staff of the police station is kept first-
ly by the superior officers of the Delhi Police Department in the
form of inspection; regular and surprise visits to the pelice station
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and by way of inquiries into public complaints. Such' visits are
made by the officers including the Inspector General of Police,
Deputy Inspector General of Police. Another agency of surve11.
lance and supervision over police staff is the ngllance Branch'ef the
Delhi Police which is headed by whole time Superintendent of
Police. The Vigilance Branch conducts the inquiries into the com-
plaints from the public against the police officials and into other
grievances. There is also an Anti-Corruption Branch d1rectly under
 the Delhi Administratior.. This is headed by a Superintendent of
Police. The Anti-Corruption Branch not only lays traps and con-
ducts raids in cases of alleged corruption, but also makes enquiries
in complaints from members of the public regarding general mis-
conduct by police officials. This Branch conducts secret erquiries
on information against police officials and keeps a secret watch on
police officials who do not enjoy a good reputation.”

2.37. The Committee are alarmed at the large scale increase in
the number of crime cases in the Union Territory of Delhi. The
number of cases increased from 17,605 in 1968 to 34,174 in 1973.
In spite of the fact that the expenditure on police in Delhi has in-
creased from Rs. 5.56 crores in 1968-69 to Rs. 7.82 crores in 1971-72,
it has come to be known as the crime city in India. The crime posi-
tion in urban Delhi is far worse than what is in Calcutta having
much larger population. In 1972 the total No. of crimes in urban
Declhi was 30054 against only 9793 in Calcutta. The contention of
the Ministry of Home Affairs that the commitment of Delhi police
for attending to demonstrations and processions etc., is so heavy
that it comes in the way of discharging their normal functions in
regard to prevention of crime, detection and investigation of cases
registered with the police, is not convincing. The Committee desire
that speciul measures should be taken immediately to reduce the
incidence of crime in Delhi.

2.38. The Committee note that 40 police officers were involved
in cases of corruption during the years 1971 to 1973. Therc must
be many many more such cases which go undetected. The Commit-
tee have been informed that the Vigilance Branch of Delhi Police
conducts enquiries into complaints from public against police offi-
cials and other grievances, while an Anti-corruption Branch lays
traps and conducts raids in cases of alleged corruption, The Com-
mittee suggest that adequate publicity should be given te the func-
tioniing of these two branches in order to faciiitate reporting of

cases of corruption against police officials.
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2.39. The Committee are further distressed to see fairly frequent
involvement of police personnel (including senior officers) in seri-
ous crimes. The Committeﬁ are, strongly of the opinion that suit-
able legislation should be brought forward to punish police person-

nel found guilty, with maximum and exemplary punishment which
should be enforced strictly. : )



CHAPTER IH

CABINET SECRETARIAT
(DEPARTMENT OF PERSONNEL)
Reimbursement of cost of medicines to all India Services Officers
Audit Paragraph

3.1. Under the Central Services (Medital Attendance) Rules,
1944 which are applicable to all Central Government servants (and
their families) other than those who belong to the three All India
Services, i.e., the Indian Administrative Service, the Indian Police
Service and the Indian Forest Service, reimbursement of cost of
medicines which are essential for recovery or for prevention of
serious deterioration in the condition of a patient is admissible.
Similarly. officers of the three All India Services and their families
are also entitled, under the All India Services (Medical Attendance)
Rules 1954, to reimbursement of cost of such medicines essential for
recovery or for prevention of serious deterioration in the condition
of a patient.

3.2. However, under instructions issued Ly Government, pres-
cription of expensive drugs, tonics laxatives or other elegant and
proprietory preparations for those governed by the Central Services
(Medical Attendance) Rules, when drugs of egual therapeutic value
are available, is prohibited. - A list of such items is issued by the
Directorate General of Health Services from time to time. However,
there is no restriction in the All India Services (Medical Attendance)
Rules on reimbursement of the cost of such expensive drugs, laxa-
tives other elegant and proprietory prepartions for which drugs of
equal therapeutic value may be available. In the result, while ex-«
pensive or proprietory drugs can be prescribed for All India Ser-
vices Officers and their families and cost thereof reimbursed, such
drugs are not prescribed for other Central Government servants and
their families and, even if prescribed by the authorised medical at-
tendants and purchased by the Government servants, their cost is
not reimbursed to them by Government,

3.3. Further, according to instructions issued by the Govern-
ment reimbursement of cost of anti-biabetic drugs, although essen-
tial for prevention of serious deterioration in the condition of a

70
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diabetic patient, is allowed to persons governed by the Central Ser-
vices (Medical Attendance) Rules for three months after first de-
tection, and for reimbursement in the cases of recurrence orders of
the Ministry of Health are necessary. There being no such restric-
tion for them, the All India Services officers and their families would
Be able to obtain these drugs at Government cost w:thout any limit
of time.

[Paragraph 35 of the Report of Comptroller and Auditor General of
India for the year 1971-72, Union Government (Civil)].

3.4. Explaining the background of the case, the Secretary, De-
partment of Personnel stated: “In August 1958 the Director Gene-
ral, Health Services addressed the Medical Officers forwarding a
list of medicines which were not considered essential and the cost
of which would not be reimbursed to the Central Government ser-
vants even if prescribed by the authorised medical attendant. The
intention was that the cost of food preparations tonics, proprietary
preparation or expensive drugs, where cheaper drugs of equal thera-
peutic value were available. should not be reimbursed.”

The witness added: “In 1962 a note was introduced below Rule
2(h) (iii) of the Central Services (Medical Attendance) Rules......
the refund of the cost of preparations which are not medicines but
are primarily tonics, toilet preparations or in the form of this note.
If this note had been part of the rule, it would have been statutory.
1 find that it is not so. It is based on some Endorsement of the
Health Ministry dated the 26th October. 1362--the relevant file is
not traceable.”

35. In a written reply, the Department of Personnel have
“stated: — i

“Note (1) below sub-clause (iii) of clause (h) of Rule 2 of
the Central Services (Medical Attendance) Rules, 1944
provides inter alia, that prescription of expensive drugs,
tonics, laxatives, or other elegant and proprietary prepa-
rations for the use of Government servants and members
of their families, when drugs of equal therapeutic value
are available in the hospital and dispensaries, is prohibit-
ed. This note is an instruction issued by the Government
to the authorised medical attendants not to prescribe these
items for the use of Government servants and members
of their families.”
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.3.6. As regards the members of the All India Services, the fol-
lowing instructions were issued by the Ministry, of Home Affairs to
the State Governments on 6th October, 1958: —

“With reference to rule 2(k) of the All India Services (Medi-
cal Attendance) Rules, 1954, a dcubt has recently begn
raised whether the list of medicines, in respect of which
reimbursement is not admissible, issued by the ‘Director
General of Health Services, is applicable to the All India
Services Officers. After careful consideration, the Gov-
ernment of India have decided that the said list need not
be operative for purposes of All India Services (Medical
Attendance) Rules, 1954. They, however, feel that cost of
food preparations,.tonics and expensive drugs where drugs
of equal therapeutive value are, available, should not be
reimbursed. In order to ensure the authorised medical
attendants do not prescribe to All India Service tonics,
and preparations, which are not medicines but primarily
food or tonics, and expensive drugs (when drugs of equal
therapeutic value is available for proprietary preparations)
the State Government may issue suitable instructions to
them.”

37. On the 2nd January, 1960, the Ministry of Fome Affairs,
while forwarding copies of the latest list of inadmissible medicines,
as prepared by the Director General, Health Services to the State
Governments stated “The list may serve as a guire even in respect
of the All India Services Officers, if the State Governments them-
selves have not prepared any such list.” The form in which the
orders contained in the letter of the 2nd January, 1960 were issued,
was settled by the Ministry of Home Affairs, in consultation with the
Ministry of Finance and the Comptroler and Auditor General.

3.8. The Secretary, Department of Personnel stated “In January,
1970, actually the All India Services (Medical Attendance) Rules
were amended to provide that the treatment would not include the
supply of preparations primarily used as food, tonics, toilet or dis-
infectants.

3.9. The witness added that the other category namely expensive
medicines, laxatives and elegant and'proprietory preparations for
which other medicines of equal therapeutic value are available does
not require a statutory amendment, because it was an instruction

only. The position is not different between the Central Serv1ces and
the All India Services. m
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3.10. In a written reply, the Department of Personnel have
stated “prohibition on the prescription of this categoiy of prepara-
tions;, both in the case of members of the Ceniral Services and in
the case of members of the All India Services, is in the form of
instructions to the authorised medical attendants which, as govern-
ment servant, they are required to comply with. However, if, in an
mdividual case, an authorised medical attendant, in disregard of the
instructions of the Government, prescribes a prohibited item, the
Government servant concerned (whether a member of an All India
Service or a member of a Central Service) is entitied to the sup-
ply, or the reimbursement of the cost, of such item.

3.11. In this connection, the Ministry of Law, Justice and Com-
pany Affairs (Department.of Legal Affairs) has held as follows:-—

“The absence of a provision in the statutory rules in this re-
gard does not foreclose the issuance of administrative ins-
tructions for the proper, effective and economic function-
ing of the Department, nor does it render the instructions
any the less mandatory so far as the authorised medical
Attendant is concerned.”

3.12. This Department is considering the questicn of amending
the All India Services (Medical Attendance) Rules, 1964, to prohihit
the reimbursement of the cost of expensive drugs, tonics, laxatives
or other elegant and proprietary preparatinng, when drugs of equal
therapeutic value are available, even if any such preparation is
prescribed by the Authorised medical attendant. A drcision con this
question will be taken after consulting the Governments of the
States, are required by the All India Services Act, 1951, the Minis-
try of Finance and the Ministry of Health and Family Planning.

In another note, the Department have stated “Government
is considering the question of amending the Central Services (Medi-
cal Attendance) Rules, 1944, and the All Tndia Services (Medical
Attendance) Rules, 1954, in this connection.”

3.13. The Committtee desired to know the reasons for delay of
7 vears in amending the All India Services (Medical Attendance)
Rules, 1954 and not amending the Central Services (Medical Atten-
dance) Rules, 1944 after receipt of the advice of the Ministrv of Law
in 1963 that “execution instructions cannot override statutory rules.”
In a written reply, the Department of Personnel have stated “When
the advice given by the Ministry of Law in 1963, was hrought to
the notice of the Ministry of Finance. that Ministry expressed the
view that not only the Al India Services (Medical Attendance)
'Rules, ‘1954, but also the Central Services (Medical Attendance)
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Rules, 1944, would require to be amended und referred the cage to
the Ministry of Health, which agreed with the view ekpressed b,
the Ministry of Finance that the All India Services (Medical Attey,.
dance) Rules, 1954, would require to be amended. The Ministry
of Home Affairs suggested that pending the amendment, the clari.
fication sought by the Government of Rajasthan might be given
and referred the case with draft of the reply proposed to be given,
to the Ministry of Fignce and the Office of the Comptroller and
Auditor General. With their concurrence, clarification wes given
to the Government % Rajasthan.

Thereafter, in 188#-the Ministry of Home Affairs considered
the question of am_%ing the All India Services (Medical Atten-
dance) Rules, 1954, §nd referred the case to the Ministry of Health
for indicating wh Bl the Central Services (Medical Attendance)
Rules, 1944 had been 4thended. The Ministry of Health intimated
that it was consideting a proposal for doing away with the list of
inadmissible medicines prepared by the Director General of Health
Services. under the Central Services (Medical Attendance) Rules,
1944 and suggested that the outcome of the proposal initiated in the
relevant file of that Ministry, might be awaited. The Ministry of
Health also intimated that the said file of that Ministry would he
shown to the Ministry of Home Affairs in due course. Since the
relevant file of the Department of Health has been reported by it
to be not available, it has not been possible to ascertain whether
that file was at all shown to the Ministry of Home Affairs. In
March, 1969, Audit asked for certain files of the Ministry of Home
Affairs. to deal with the case of a member of the Indian Adminis-
trative Service borne on the Mysore cadre. With reference to these
files, Audit breught it to the notice of the Ministry of Home Affairs
that a decision had not been taken on the question of amendment
to the All India Services (Medical Attendance) Rules, 1854. which
was considered in 1963 and 1964. The case was then examined by
the Ministry of Home Affairs and it came to the notice of that Min-
istry that the Ministry of Health had not done away with the list
ot inadmissible medicines. However, the All India Services (Med'-
cal Attendangg) Rules, 1954, were amended in early 1970. after con-
sulting the State Governments. as required by the All India Ser-
vices Act, 1951, without waiting for action by the Ministry of
Health for the amendment of the Central Services (Medical Atten-
dance) Rules, 1944,

3.14. The Ministry of Health and Family -Planning (Department
of Health) whiph is concerned with the amendment, interpretation
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and administration of the Central Services (Medical Attendance)
‘Rules, 1044, has stated as follows:—

“It is recollected that the Ministry of Law did not suggest
any specific amendment to the CS(MA) Rules, 1944. The
note below Rule 2(h) (iii) did not in any way restrict the
reimbursement in respect of medicines which were consi-
dered essential for treatment but only it did not allow
reimbursement in respect of certain preparations which
were treated as foods, tonics, etc. and medicines for which
cheaper substitutes were available, Moreover, the lists
of inadmissible medicines are circulated to the Adminis-
trative Medical Officers of all the States for the benefit
of the Authorised Medical Attendance. As far as we are
aware these lists were not challenged by any Government
servant. covered by CS(MA) Rules and the question of
amending the said Rules does not seem to have bheen
taken up. Action hag now been initiated to amend Rule
2(h) (iii) of the Central Services (Medical Attendance)
Rules, 1944 so as to incorporate therein the essence of
Note (1) below that Rule.”

3.15. In a written reply, the Department of Personnel have stated
the following position regarding actual reimbursement of cost of
inadmissible medicines in the various States “The State Govern-
ments were requested to intimate whether any member of an All
India Service had been reimbursed (i) the cost of preparations,
which were not medicines but were primarily food, tonic, toilet of
disinfectant, or (ii) the cost of expensive drugs, laxatives or other
elegant and proprietary preparations, even though drugs of equal
therapeutic value were available.

3.16. In reply, the Government of Assam has intimated that no
case has come to the notice of that Government in which a. member
of the Indian Administrative Service was reimbursed “the cost of
tonic, toilet and disinfectant, etc.” This reply of the State Govern-
ment presumably applies to both the categories of preparations
mentioned in the proceeding sub-paragraph. Information in respect
of members of the India Police Service and the Indian Forest Ser-
vice has not so far been received from the Government of Assam,
who have been requested to forward it expeditiously.

3.17. Information is still awaited from the Government of J: ainmu
and Kashmir, who have been requested to forward it =xpeditiously.
560 LS—8
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3.18. The Government of Rajasthan has intimated -that, at pre-
sent, the Accountant General, Rajasthan, is not allowing the re-
imbursement of the cost of articles and preparations included in
the list of inadmissible medicines circulated by the Director General
of Health Services, Government of India, The Accountant General,
Rajasthan, informed the Comptroller and Auditor General, on the
22nd August, 1973, that on receipt of a copy of letter No. 7/16/62-
AIS(III), dated the 25th September, 1963, issued by the Ministry
of Home Affairs, he had removed all pending objections and also
stopped raising objections about the reimbursement of the cost of
medicines included in the list of inadmissible medicines circulated
by the Dirgctor General. Health Services. He has alsq stated that
he has now been raising objections on the basis of Rules 2 and 14
of the All India Services (Medical Attendance) Rules, 1954, as
amended on the 6th January, 1970, relying on the list of inadmis-
sible medicines issued by the Director General, Health Services, as

a guide. ‘

3.19. The Government of Uttar Pradesh has confirmed that mem-
bers of the All India Services serving under that Government were
rot beirig reimbursed the cost of preparations which were not medi-
cines but were primarily food, tonic, toilet, etc. This reply of the
State Government presumakly applies to both the categories of
preparations mentioned in .the opening sub-para.

3.20. The Government of Gujarat has intimated that it is not in
a position to confirm that no member of an All India Service borne
on the State Cadre has been reimbursed the cost of preparations,
which were not medicines but were primarily used as food, tonie,
toilet of disinfectant. The Government of Gujarat has further
stated that the question of preparing a list of medicines in respect
of which reimbursement should not be admissible is under the con-
sideration of that Government.

3.21. The Committee asked why there was distinction regarding
reimbursement of cost of anti-diabetic drugs to members of All
India Services and Central Services, the Secretary, Department of
Personnel stated “It came to my notice from the letter of the
Deputy Comptroller and Auditor General that there was this dis-
tinction and thereafter there has been some correspondence bet-
ween the Health Ministry and Finance and we have tsken neces-
sary action.” He added “On the 23rd August, 1973 the Health Min-
istry issued order extending the benefit to the Central Services also.”
The Director General, Health Services stated ‘“We have been pur-
suing tre matter vigorously with the Ministry from a long back as
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1867. The Secretary, Department of Personnel stated “This restric~
tion was withdrawn in the case of all railway establishments in
1968. There was no discrimination in favour of the All India Ser-
vicer as compared to the Railway establishments. Restrictions had
been withdrawn in 1968 itself, in the case of the latter.” :

3.22. The Committee deprecate the delay that has taken place m
amending the Central Services (Medical Attendance) Rules, 1944
and All India Services (Medical Attendance) Rules, 1954 by incor-
porating therein the instructions already issued. This calls for an
explanation. Although the Ministry of Law advised as early
as 1963 that the executive instructions providing restrictions cannot
over-ride the rules, the All India Services (Medical Attendance)
Rules, 1954 were only partially amended by the Ministry of Home
Affairs in 1970 by incorporating restrictions on re-imbursement of
cost of preparations which were primarily foods, tonics, toilet pre-
parations or disinfectants, The other restrictions regarding reim-
bursement of the cost of expensive drugs tonics, laxatives, or other
elegant and proprietory preparations for which drugs of equal
therapeutic value are available was not incorporated in these rules.
It is regrettable that Ministry of Health who were concerned with
amending the Central Services (Medical Attendance) Rules, 1944
did not take any action in this direction for so long. The delay in
amending the All India Services (Medical Attendance) Rules,” 1954
was due to the fact that the case referred to by the Ministry of
Home Affairs to the Ministry of Health in 1964 was not pursued by
either of the Ministries until this matter was brought to their notice
by the Audit in 1969. The omission on the part of the officials 1is
inexcusable. The Committee desire that responsibility should be
fixed in each Ministry and appropriate action taken. The Com-
mittee hav - been informed that Government is mnow considering
amendment of both All India Services (Medical Attendance) Rules,
and Central Services (Medical Attendance) Rules. The Committee
hope that this will not take more than 6 months.

3.23. The Committee note that a distinction was drawn between
the members of All India Services and Central Services for the
purpose of re-imbursement of anti-diabetic drugs. The position
was rectified only in August, 1973 barely a few days before the
officers of the Ministries concerned were to appear before the Com-
mittee. The Committee stress that in future no distinction should
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be made between the members of All India Services and Central

Services in such cases.

New DeLHr; : JYOTIRMOY BOSU,
April 29, 1974. : Chairman,

Vaisakha 9, 1896 (S). Public Accounts Committee.




APPENDIX 1
(S¢e para 1.97)

SusJecT: Export obligations against release of foreign exchange-
procedures regarding. :

There are several categories of cases in which foreign exchange
is released subject to an export obligation. The position in respect
of each type of such cases is explained below.

1. Advance ivﬁport licences issued to Registered Exporters

2. Advance import licences are issued to exporters for import
of raw materials to meet import requirements for execution of ex-
port orders. The value of the advance licence is determined with
reference to the f.o.b. value of the export order and the import con-
tent in the product to be exported.

3. Applications for advance licences are considered by a Commit-
tee under the Chairmanship of CCI & E. The Committee is called
“Advance Licensing Committee”. The members of the Committee
include representatives of the Department of Economic Affairs,
DGTD, and the Ministry of Commerce. Powers have also been
delegated to the regional licensing authorities to decide applications
for advance licences in certain cases. Generally, the regional licens-
ing authorities can consider applications where the value of the
advance licence does not exceed Rs. 10 lakhs or the f.o.b. value of
export order does not exceed Rs. 50 lakhs, which ever is less.

4. The condition regarding export obligations is imposed on the
advance licence itself. The condition“stipulates the goods to be
exported and their value, and also the period for completion of ex-
port obligation. It is also a condition of the advance licence that
before the clearance of imported material, the licensee shall execute
an export bond with a bank guarantee, equal to 50 per cent of the
value of the advance licence, undertaking to fulfil the export obli-

gation. The bank guarantee is given to the regional licensing autho-
" rity concerned. The imported goods are released by the customs
only after the party produces a evidence to them to show that the
bank guarantee has been executed. From the current period, a
provision has been made to accept a “legal agreement” to the export,
in lieu of a bank guarantee, in respect of advance licences of Rs. §
lakhs and above in value.

79
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5. The licensing authorities concerned take follow-up action to
see whether the licence holder has discharged the export obligation
imposed on the advance licence. For this purpose, they maintain a
register in which particulars of all such cases are entered. The
bank guarantee is valid for a period of one year beyond the expiry
of the period of export obligation, so that the licensing authority
has adequate time to recover the bank guarantee amount in the

event of default.

8. The licence holder is required to produce evidence to the licens-
ing authority that he has fulfilled the export obligation. In the
event of default, the amount of bank guarantee is forfeited. Be-
sides, the license holder is liable to action under the Imports and
Exports Control Act. Such action is of two types, namely, prase-
cution and department action. Section 5 of the Imports and Exports
Control. Act provides for a punishment with imprisonment for a
term which may extend to two years and also with fine. In the
absence of special and adequate reasons to the contrary to be record-
ed in the judgement of the court, such imprisonment shall not be for
less than six months. Departmental action can be taken under the
Imports Control Order by way of debarment from receiving further
licences for a specified period. There is also a provision in the Im-
ports Control Order which empowers the CCI & E to debar a licensee
or importer or any other person from receiving licences if he fails
to produce any document or information that is called for by the
CCI & E or any other licensing authority.

7. In cases where a legal agreement is accepted in lieu of a bank
guarantee, the licence holder, in the event of default, is liable to
hand over to the STC or any other agency nominated by Govern-
ment, twice the difference between the stipulated export obligation
and the actual exports made in discharge of the obligation, for export
by that agency, at such prices as it is able to obtain abroad. In
addition, the licence holder has to pay liquidated damages to that
agency equal to 5 per cent of the export obligation subject to a
maximum of Rs. 5 lakhs.

8. For coordination of proper follow-up action, instructions were
issued to the licensing authorities in May, 1972 requiring them to
send quartarly reports to the CCI & E in respect of such cases. In
the CCIl & E’s office, a separate cell known as “Export Obligation
Cell” has been created to coordinate action.

(if) C.G. Licences (Import of machinery).
9. In some cases, licences for import of capital goods are issued

subject to an-export obligation. As in the case of the advanre
licences referred to above, the export obligation in respect of CG
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licences appears as a condition imposed on the licence itself. Before
the clearance of goods against the licence, the licensee has to execute
and’ export bond with a bank guarantee for an amount equal in
value to the annual export obligation or a legal agreement, under-
taking to fulfill the export obligation. Such export bond/legal
agreement is executed with the licensing authority at the port at
which the goods are imported. The mechanism for follow-up action
and for proceeding against the defaulters in such cases is the same
as explained above in the case of advance licences.

10. Since the period of export obligation in respect of CG licences
extends over a number of years, the coordination for a proper
follow-up action by the “Export Obligation Cell’ in the office of the
CCI & E in such cases is more intensive. The Export Obligation
Cell maintains a parallel account in respect of each CG licence hav-
ing an export obligation for the purpose of checking up with the
licensing authorities from time to time the latest position .in respect
of each case. The licensing authorities also send annual reports
to the “Export Obligation Cell” in respect of the cases for which
they have to watch fulfilment of export obligation.

11. (iii) Approvals of foreign collaboration.

11. In some cases approval for foreign collaboration is granted
subject to an export obligation. If, in such cases, the entrepreneur
requires to import machinery, the export obligation appears as a
condition imposed on the CG licence. The procedure for execution
of bank guarantee/legal agreement and the mechanism for follow-
up action and for proceeding against the defaulters is the same as
in the case of CG licences referred to above.

12. If no machinery is to be imported in such cases, the party
has to execute an export bond or a legal agreement with the CCI
& E before the letter of approval of foreign collaboration is actually
issued. The Export Obligation Cell in the CCI & E maintains a
record of such cases and takes follow-up action. In the event of
default, action can be taken to enforce the bank guarantee or legal
agreement as the case may be. It is not possible to take other penal
action in such cases under the Imports and Exports Controll Act, for
the reason that no import licence is involved.

13. The Export Obligation Cell of the CCI & E has started main-
taining records of such cases only with effect from 1970-71. Previ-
ous to that, the administrative Ministries concernd were responsible
for taking follow-up action in such eases.
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14. The Export Obligation Cell is also collecting particulars of
cases pertaining to the period prior to 1970-71 from the Ministries
concerned to see whether the parties have discharged their obliga-
tion.

15. In order to check whether the licensing authorities are taking.
proper action in cases involving export cbligations, the Chief Audi-
tor in the Department of Economic Affairs and the Inspection Team
in the CCI & E carry out periodical scrutiny of the cases and the
arangements made in the licensing offices.

16. (iv) Barter Deals

There are hardly any cases now of advance licences under
barter/link deals. But if there are any, the responsibility for watch-
ing the fulfilment of the export obligation is entrusted to the S.T.C.
The S.T.C. watches the fulfilment of the export obligation by tak-
ing a hond,

17. (v) Release of foreign exchange for louation shooting of films
abroad.

For colour films for export, for which film producers require
imported material, foreign exchange is released by the C.C.I. & E.
and the export obligation is also watched by the licensing authori-
ties in the same way as per advance licences. ‘

For expenses connected with location shooting of films abroad,
for travel of parties to foreign exchange is released by Department
of Economic Affairs. The following procedure has been laid down
in consultation with Ministries of Finance, Commerce and C.C.I. &

E.—

(1) Producers intending to produce their pictures in full or
part in foreign countries will submit the script to the
Central Board of Film Censors for examination. The
CBF.C. will scrutinise the script to make sure that the
them or its presentation is not likely to damage India’s
image abroad and does not come into conflict with the
censorship provision.

(2) In submitting the script the producers will also indicate:
scenes and sequences which they opropose to shoot
abroad. The C.B.F.C. will certify whether or not shooting

of these sequences in foreign countries woud be neces-
sary.
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The Indian producers will also indicate the personnek
necessary for gaing abroad, specifying the stations to-
visit and periods of halt. C.B.F.C. will give their remarks
on this aspect as well.

The advice ©of the C.B.F.C. will be examined in the Infor-
mation and Broadcasting Ministry who will make suit-
able recommendations to the Ministry of Finance, De-
partment of Economic Affairs. |

Cases recommended by the Ministry of Information and
Broadcasting will be considered by the Department of
Economic Affairs on the basis of the following conditicns:

(a) The Indian producer undertakes to earn abroad and
to repatriate into India foreign exchange not less than
4 times the amount released to him for location shoot-
ing abroad. For example, if foreign exchange worth

Rs. ‘X’ is released then foreign exchange worth Rs. 4-
X will have to be repatriated;

(b) On the amount of Rs. ‘X’ released vide (a) above,
export promotion entitlement- will be nil. On the
balance 3 X repatriated, the export promotion entitle-
ment will be 50 per cent or half of normal rates, as
may be announced by the Ministry of Commerce in:

consultation with Information and Broadcasting Min-
istry from time to time;

(c) For amcunt repatriated into India in excess of Rs. 4
‘X’ the minimum requirement prescribed under (a),
above, full normal entitlements will be available on

such excess amounts, as prescribed by the Ministry
of Commerce from time to time;

(d) The Reserve Bank will prescribe such conditions as
it deems fit to ensure compliance with (a) above, and

will also impose such penalty as is considered appro-
priate in case of default thereot.

(6) When the completed film is submitted to the C.B.F.C. for

censorship examination the Board will satisfy itself that
the scenes and sequences mentioned in the script had
been duly incorporated from foreign locales and in the

event of any lapses report the facts to the Information:
and Broadcasting Ministry.
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+Copies of sanctions issued by Department of Ecoftomic Affairs
are endorsed to the R.B.I. and the C.C.I'&E. The R.B.I,
watches the export obligation i sueh cases and forfeits
the bank guarantee in cases of default,

}It is only in cases where the party avails of both the facility
of advance allocation and release of foreign exchange for
location shooting that a need for coordination arises, so
that the same exports . are not counted twice. As already
indicated copies of sanctions issued by the Department of
Economic Affairs are also send to the C.CI&E. and the
licensing office concerned for keeping a watch on this
aspect. Besides the foreign exchange audit team the
Chief Auditor also gets a copy of such sanctions, That
the same exports are not counted twice (once by the
R.B.I. and secondly by the J.C.CL&E.) is verified by the
audit team during the course of periodical inspection by
rthe licensing office concerned,
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(See para 2-7,

Statement showing otal Expenditure Incurred on CRPF Since 1955-66 and Explanatry note for the Excess Expenditure over the Previous Y ear—

Exdpenditure for Each Financial Year.

EXPLANATORY NOTE FOR EXCESS OVER PREVIOUS YEARS EXPENDITURE

Financial Actual expen- New CRPF Bns. raised during  India Reserve Bns. merged in the

. . 1 REMARKS.
yedr Jditure incurred the year (showing also date of  CRPF during the year (Showing
on CRPF raising) also date of merger;
I 2 3 4 5
. 7. 6,96,47,221 . 1. Upto 1964-65 there were 16 Bns. The 17th
966-6 Bn. CRPF was raised on 1st June 1965,
1965'66 . 5,76,26,&5 Th f DA
2, The rate o was revised uptowards .e.f,
Excess 1,20,21,216 1-2-1967. ‘This also conm‘buxlelg to the Smufs
expenditure under Head Dearness Allowapce.
3. There was more deployment of Bps. in
1966 resulting in exira expes dipirg1 gf 438 Iakhs
under Head Travelling mnses and cost of
Rations,
1067-68 . . 8,42,43,363 4 Bns. 3Bns. 3 Bns. During the year 1967-68, ten IR Bns. merged in
the CRPF, resulling in  excess qfn exj&eidimxc
1966-67 . 6,96,47,221 1-4-67 1-5-67 1-1-68 underaliHead. '
EXcess 1,45,96,142 18,19 23,24 20-26,27
21,22 2§
11 310 2

months months months

€8



968-69 .
1967-68 .

Excess

1969-70 .
1968-69 .

Excess

13,57,45,812
8,42,43,363

2 Bns

1 Bn. 4 Bns

1.Bn 7 Bns 3 Bns.

2Bn. 2Bn 1Bn. 1Bn 7 NewCRPF Bns.

1-4-68

1-12-68 1-2-69

1-3-68 1-4-68 1-6-68

5,15,02,449

33, 34,

47 48,49,50,

were raised during
1-11-68 1-1-69

1-7-68 1-9-68

29 28,30,31 35,36,38

the {financial year
37,42 44,46 45 43 also merged during

22,46,53,000

13,57,45.812

8,89,12,188

11 months 3 months §1

1Yrs. 32,39,40 9 Mths

1968-69. 17 IR Bns.
this period. Further
8 Mths 6 Mths 4 Mths 2 Mths this year had to bear

1 Month

24 Bns. Contd.

10Bn. & 41

11 Mth.

27 Bns.
in existence

the full impact of the
expenditure on the
10 TR Bns. which
merged in the CRPF
in the previous year.

One IRBn. was further Imerged on 1-4-69.
Besides during the financial year the sctusl ex-
52 penditure . rose because of the full impact of the
raising of 7 new Bns. and merger of 17 IR Bns.
11 mths during the previous year. These merged Bus.
also required equipment as per the CRPF
pattern and consequently there was extra ex-
penditure against other charges and stores and
equipment to the extent of 1-75 crores (under
Other Charges) and about -87 crores under
Stores & Equipment Charges. Following fur=
ther reasons are furnished to explain the excess
of expenditure over the previous year’s figures

1. CPAU Was created during this finznce
year. )

1-4-69

2. Created :
(a) Office of DIGP, CRPF, Gauhati.
(b) Office of DIGP, CRPZ, Poona.
(© I;mn&?tion of Group Centre, CRP¥
vadi. .

(d) One aditional Coy. in 3rd Signa)
Bn. CRPF.

———
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1971-72 .

1970-71 .

Excess

1972-73 .
1971-72 .

Excess

32,32,51,000

26,62,42,000

5,70,09,000

36,70,82,889
32,32,51,000

4,38.31,88¢9

g ey

24 Bos.

32 Bns.
(New

+5Bns 3 Bns 28 Bns. Contd.

; (IR Bns)
1-6-71 1-9-71
53,54,55, ¢ 58, 59&60
56,57
9 months. 6 months.
Contd. 28 Bns. Contd.
Bns). (IR Bns.)

During this year 8 new Bns. were raised, Besides
more expenditure on Salaries, Expenditure on
Travelling Expenses was incurred more becduse
of deployment of Bns. in West Bengal to control
Naxalite activities and guarding POW Camps.
Besides, there was more expenditure under
Travelling Expenses head on account of the full
impact of thi revision of rates of D.A. (about
s0) w.c.f, 1-1-1971.

Excess expenditure had to incurred due to:

1. Grant of additional quantum of Ynterim
Relief w.ef, 1-8-72, accounting for <94
crores.

2. Switchingover to 7:62 sami antomutbic
rifles in place of -03 rifles (this charge
acoo)um for 1-09 crores of extra expendi~
ure).

3. Full impact of the raising of the 8 Bns,
during the previous year on pay and
allowances. .

Tbe rest of the incredse in, expenditure is agtributed
to feneral increase in price level in all sphéres
and especially in Wireless equipment, the cost
of which increased by 509,




APPENDIX 11
(See pura 2-18)

udget Provis'on for B.S.F. Includel in Police Grant-Reasons for Increase

(Amount in lakhs of Rupees)

Yea Budget Provision. Reasons for increase over provision for previous”
year
1968-69  Rs. 2099- 33 lakhs. . Increase Rs. 51;;- 73 lakhs due to :—

(a) Increaseinrateof
Dearness allowance to
Central Govt. servants. Rs. 105-00 lakhs.

(b) Taking over of 8 State/
India Reserve Bns. dur-
ing 1967-68. . . Rs. 409-73 lakhs.

1969-7>  Rs. 2718- 79 likhs. Increas= Rs. 619- 45 lakhs due to 1-—

(a) Takingoverof7} Bns.

during 1968-69 . Rs. 417 46 lakhs..

1]

(b) Increase in rate of
dearness allowance to
Central Govt. Employ-

ees, . Rs. 40°00 lakhs.

(¢) Misc.including grant
of Mess Allowance to
BSF Personnel. Pur-
chase of Helicopteretc. Rs. 162-00 Isyye

197¢-71 Rs. 313378 lakhs. . Increase Rs. 414-99 lakhs duc to :—

(a) Taking over of 4 N
India Reserve Bns. . Rs. 230-00 lakhs.

(b) Raising of two New
Bns. . . . Rs. 130- 00 lakhs.

(¢) Misc. mainly due to
placing of additional
Bns. urder Army con-
trol. . Rs. 54-99 lakhs.
1971-72  Rs. 3532- 74 lakhs. Increase Rs. 398-96 lakhs due to :—

(a) Grant of Interim Re-
liefto Govt. servants. . Rs. 220-13 lakhs.

(b) Misc. mainly under
T.A.and Other Charges Rs. 178- 83 lakhs.
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€972-73 Rs. 4062- 77 lakhs. © . Increase Rs. §30-03 lakhs due to :—

(a) RaisigofaBn.inlien
ofaCRP Bn. . . Rs. 60-00 lakhs.

(b) Raising of half addi-
tional Bn. and creation
of new Officers during
1971-72 . . . Rs. 18800 lakhs.

(¢) Misc. increase mainly
due to increase in rate
of daily allowance and
placing of additional
Bns. under army con-
trol, increase in prices.
etc. . . . . Rs. 282-03 lakhs.




APPENDIX IV
(See para—2.28)

Statement showing the year-wise and Undertaking-wise break-up of total amount out-
standing for recovery as on 1-12-1973 for services rendered by C.1.8.8.

S.No. Name of Undertaking Amount Year-wise break-up of
outstanding amount outstanding} Re-
as on marks |
f1-12-1973
I 2 3 4 5
1 Fertiliser & Chemicals Tra -  2,93,989 23 1971-72 1,73,788: 20
vancore Ltd., Cochin 1972-73 1,17,400° 03
1973-74 2,801-00
2 Fertjliser Corporation of India, 56,587-25 1973-74 56,587 25
Barauni

Fertiliser Corporation of India, 1,42,423°59 1973-74 1,42,423° 59

Gorakhpur
4 Fertiliser Corporation of India, 72,553-75 1973-74 72,553 75
Ramagundam
s Fettjliser Corporation of India, 1,71,692-46 1972-73 772,229°93
Sindri 1973-74 § 99,462- 53
6 Fertiliser Corporation of India, 2,08,400-07 1971-72 14,850°49
Trombay 1972-73 14,850 49
1973-74 1,78,699- 09
7 Fertiliser 'Corporation of India, 1,48,410°23 1971-72 14,079 23
Talcher 1972-73 1,34,331° 00
8 Madras Fertiliser Ltd.,Madras  71,862°35 1972-73 1,'020- 56
1973-74 70,841-79
9 Planning & Development Fer- 50,786-30 1973-74 50,786 30
tiliser Corporation of India,
Haldia
10 Fertiliser Corporation of India 1,85,002-17 1973-74 1,85,002- 17
Durgapur

11 Fertiliser & Chemicals Travan- 3,63,696- 5t 1973-74 3,63,696° 51
core Udyogmandal.

12 Fertiliser Corporation of India, 1,30,627:61 1973-74 1,30,627" 61

Nangal

13 Planning & Development 54,692:69 1073-74 54,692° 69
Division, FCI, Sindri

14 Food Corpoation of India, 1,07,593° 73  1972-73 47,786- 30
Digahat 1973-74 59,807-43

o1
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1 2 3 4
15 Food Corporation of India, 42,143 81 1972-73 B25-00
Gaya. i - 1973-74 41,318- 81
16 Food Corporation of India, 3.28,758-22 1972-73 1,57,652* 06
(FSD) New Jalpaipguri’ 1973-74 1,71,106* 16
17 Food Corporation of India, 1,48,587'8s5 1972-73 79,414 80
Mokameh 1973-74 69,173 05
18 Food Corporation of India 43,409 65  1972-73 232-80
Phulwari Sharfl (Solvent 1973-74 43,176 85
Extraction)
19 Food Corporation of India, 108695.34 1970-71 10,548.00
Ujjain 1971-72 12,189.13
1972-73 56,776.89
1973-74 29,181-32
20 Copper & Lead Project Angi- 31167.04 1973-74 31,167°04
gundala .
21 Bharat Coking Coal, Jharia ., 14,20,685-92 1972-73 16- 80
197374  14,20,669- 12
22 Ccéngal Coal Washeries, Dhan- 1,82,588:-65 1973-74 1,82,588- 65
a
23 Iron Ore Project, Donimalai 86,516° 80 1972-73 14,763-97
1973-74 71,752:92
24 Diamond Mines Project, Panna 1,20,538-690 1972-73 4,690° 45
1973-74 1,15,848- 24
25 Hindustan Copper Ltd., Khetri 4,05,215-93 1972-73 99,384" 89
1973-74 3,05,831- 04
26 NMDC Ironz Mines, Kriburu  1,39,475-57 1972-73 27,888-05
1973-74 1,11,587- 52
27 Copper Project, Rakha . 5§5:735°54 1972-73 1,371° 1§
. 1973-74 54,364- 39
28 Mines Uranium Corporation of 3,37,889-12 1972-73 15,544 81
India Ltd., Jaduguda 1973-74 3,22,344° 31
29 In:!x; ‘:)re Project, D. 5, Balia - 40:418- 41  1973-74 40,418 41
i .
30 Ir(g;l:)re Project , D. 14, Balia- 2,51,349-87 1973-74 2,51,349 87
31 Bharat Alumnium  Project, 2,74,432-07 1973-74 2,74,432° 07
Korba
32 Bank Note Press, Dewas . 1,07,394° 10 1972-73 26,148- 45
1973-74 81,245 65
33 Mint, Hyderabad .. 59,5360.7 1972-73 1,560 00
1973-74 $7, 970°67
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34 Calcutta Port Commissioner, 30,64,504" 37

35

37

38
39

40

Calcutta
Hindustan Shipyard Project, 3,06,808-69
Cochin
36 Cochin Port Trust, Cochin 8,64,992 67
Haldia Port Trust, Haldia, ., 2,81,211-27
Marmugoa Port Trust, Goa 1,84,534- 03
Madras Port Trust Madras . 6,86,191- 24
Madras Dock Labour Board, 39,875 85
Madras
Paradip Port Trust, Paradip . 89,646 55
Tuticorin Harbour  Project, 94,634 " 05
Tuticorin
Visakhapatnam Port Trust, 9,93,893" 32
Visakhapatnam

‘R

45

46
47

48

Madras Atomic Power Project, $,01,191-14

Kalapakkam

Indian Space Research Orga- 3,54,835-68

nisation, Thumba

Alloy Steel Plant, Durgapur

Bokaro Steel Plant, Bokaro

Bhilai Steel Plant, Bhilai

1,54,489- 80

. 10,16,916- 07

4,36,500° 09

1971-72
1972-~73
1973-74

1971-72
1972-73
1973-74
1971~72
1972-73
1973-74

197374
1973-74

1973° 74

1972-73
1973-74

1973~74

1973-74
1973-74
1972-73
1973-74

1972~73
1973-74

1973-74

1973-74

1970-71
1971~72
1972~73
1973-74

1972-73
1973-74

21,46,630-32 Onac-|,

31,30,050° §1  counnt

19,86,823 54 peyment
of Rs.

42 lakhs
received
against
the
amount
of Rs.

72:63350_4' 37
billed.

1,40:941° 74
49,276 86
1,16,590° 09

2,13,195-00 Onac~
10,47,427-08 count
0- 59 payment
3,04,370° 5 ot Rs. 7
Jakhs
receiv~
ed
against
Rs

15,64,992° 47
billed.

2,17,85°87
63,359° 40

1,84,534° 03

3,18,011- 21
3,68,180° 03

39,875 85

89,646- 55
94,634 05
1,45,163 67
8,48,729- 65

3400
5:01,157°14

3,54,835- 68

1,54,489- 80

57:099° 63
1,445,152 90
1,92,718: 59
6,22,044° 95

2,590 67
4,533,909 42
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49

50

s1

52
S3

54

55

-6

57

58

59
60

61

62

63

64

65

66

67

2 3

Durgpur Steel plant, 14,34,608° 60,
Durgapur

Rourkela Steel Plant, Rourkela 3,55,719° 62

Tungabhadra Steel Plant, 1,86,870-75
Tungabhadra

Salem Steel Ltd., Salem 47,923° 79

Beas Project, Talwara 25,321°35

Govt. Opium & Alkaloid Works,

12,887-34
Neemuch.

Govt. Opium & Alkaloid Works, 1,63,333" 48
hazipur

Ha'dia Refinery Project, Haldia

1,66,537° 59
Heavy Engineering Corpora- 22,55,241-73
tion, Ranchi
Hindustan Machine Tools, 1,99,265° 56
Ltd. Srinagar
Hindustan Insecticides Ltd., 48,995 59
New Delhi
Guijarat Refinery, Baroda 2,28,688- 56
Synthetice Indian Drugs & 2,48,604° 13
Pharmaceuticals, Hyderabad
Indian Telephone Industries, 98,173 28
Naini
India Petro Chemicals Ltd., 1,33,850-25
Baroda
Mining & Allied Machinery, 9,18,001- 38
Durgapur -
National Instruments & Opthal- 65,723 47
mic Glass Ltd., Jadavpur
Bharat Opthalmic Glass Plant,  46,832- 44
Durgapur
Madras Refinery Ltd., Manali 91,904 96

1971-72
1972-73
1973-74

1972-73
1973-74

1972-73
1973-74

1973-74

1970-71
1971-72
1972-73
1973-74

1973-74
1972-73
1973-74
1970-71
1971-72
1972-73
1973-74

1972-73

1973-74

1971-72
1972-73
1973-74

1973-74
1972-73
1973-74
1971-72
1972-73
1973-74
1973-74
1972-73
1973-74
1971-72
1972-73
1973-74

1972-73
1973-74
1971-72
1972-73
1973-74

1973-74

33,447 ‘92
6,07,959- 60
7:94,201 08.

3,725" 40
3,51,994° 22

1,24,616" 36
62,254 39

47,923 79

3,321-30
7-383- 30
11,700 00

© 24916-75

12,887 34

4,217- 57
1,59,115-91

416- 00
2,895 00
21,977 61
1,41,248-98

56,509- 70
21,98,732- 03

6,418 00
49,369 81
1,43,477: 75

1,84,305" 98
44:382' 58
27,248- 10

1,05,385° 45

1,15,970" 58
98,173 28

8o1- 06
1,33,049° 19

35,294 00
3,50,700° 93
532,006 45

7,815° 75
$7,907" 72

3,160° 00
5,106* g6
38,565- 88

91,904- 96
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4 S

68 Hindustan Zink Ltd., Unit 44,125-04 1973-74 44,125 04
Lead Smelter, Tundoo

69 Neyveli Lignite Corporation 12,319° 95 1973-74 12,319°95.

td., Neyveh N

70 Hindustan Organic Chemicals, 2,30,163-32 1973-74 2,30,163" 32
Kolaba

71 Hindustan Insecticides Ltd., 1,13,256°57 1973-74 1,13,256° 57"
Udyogmandal .

72 Shar Project, Distt., Nellore  3,61,961-21 1973-74 3,61,961-2F

73 Palam Airport, Delhi | . 7,01,145-25 1973-74 7,501,145 25

74 Ring Road Press, Delhi Nit —

ToTAL :

. 2,35,39,531" 31




APPENDIX V

Summary of Main Conclusions/Recommendations

Conclusion/Recommendation

S.No.  Para ' Ministry/Deptt, concerned
I 2 3
I I.40 Finance

4

The Currency Note Press, Nasik Road is primarily intended to
meet the printing requirements of one rupee currency notes issued
by the Government of India and bank notes of other denomi-
nations required by the Reserve Bank of India, the production
of which is undertaken on the basis of indents received from the
Reserve Bank of India. As at present two units of the Press known
as old Currency Note Press and New Currency Note Press are print-
ing notes. The optimum capacity of these two units has been estima-
ted at 3636 million pieces per year. As the annual requirement of
the Reserve Bank of India is much more a new press at Dewas is
being set up, which will have an annual capacity of 1,000 million
pieces of notes. The annual requirements of the Reserve Bank of
India during 1969-70 and 1970-71 were 4,263 and 4,460 million pieces
of notes respectively. The projections of the gross requirements of
notes by the Reserve Bank of India given by the Ministry of Finance
indicate that in 1974-75 the Bank will ‘require about 5824 million
pieces of notes. This demand is expected to go upto 7707 million
pieces of notes by 1978-79. It is thus. evident that even after the
commissioning of the new press at Dewas, the Currency Note Press
will not be in a position to meet the total requirements of the Re-
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1.41

Finance

serve Bank of India, unless of course the Government of India goes
for metal coins in a big way. Further in the Old Currency Notes
Press which was set up long ago, the machinery should be well
maintained to keep it in proper order. This is necessary because of
the limited resources of the Government. The Committee feel that
before sanctioning the establishment of a new press at Dewas there
ought to have been a realistic assessment of the requirements. That
such an assessment was not made is clearly borne out by the fact
that even after the commissioning of the new press, Which is estima-
ted to cost about Rs. 16 crores, the total installed capacity of the
Currency Note Press will be nowhere near the minimum require-
ments of the Reserve Bank of India. The Committee desire that the
capacity of Dewas Press should be increased and the machinery in
the old Press at Nasik should be gradually replaced so as to ensure
adequate capacity for meeting the total requirement of the Reserve
Bank of India.

It has been stated that the capacity of the controlling section of

the Press imposes a serious limitation on the utilisation of the built-
in capacity of the printing section, Although the utilisation of the
capacity of the controlling section is upto the maximum extent, the
printing capacity of the press has not been put to optimum use be-
cause of the inadequacy of the controlling section. This shows poor

L6

planning. It is interesting to note that during the years 1967-68 to »

1971-72 the actual production of notes had to be limited to the extent

of the turnout by the Controlling Section even: though the printing -



1.56

1.57

-do-

-do_

section was geared to produce much more. This not only resulted in

- a shortfall of supplies'to the Reserve Bank of India but also led

to considerable available printing capacity remaining idle. The Com-
mittee would like the Government to take steps to increase the
capacity of the controlling section to handle as much as would
enable the Printing Section to work to maximum capacity.

The Committee are distressed to learn that a suggestion made
by the Estimates Committee in 1958-59 for a proper costing system
in the Currency Note Press has not yet been fully implemented. The
proposals made by the General Manager for increasing the existing

. strength of the Costing Cell were turned down on the plea that in

terms of the stringent economy measures no new posts coald be
created or upgraded. This is indeed strange in view of the:fact
that the introduction of the Costing system was primarily intended
fo serve as a measure of economy and ensure scientific- working.
The Committee were informed that the question of reorganisation of
the Costing Cell alongwith other proposals for staff reorganisation
had been assigned to the Indian Institute of Management, Ahmeda-
bad for a detailed scrutiny, The Committee would like the study by
the Institute to be completed early and the steps taken on the basis
thereof be intimated to them.

One of the results of the lack of a proper costing system ig that
there is no reliable data for determining the cost of production of
notes. A change in size of notes or a change in the combination of
inks used for printing notes can materially affect the cost of produc-

ma—
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1.68

Finance

tion. This underscores the need for a proper research cell which
should constantly review the production methods as also the use of
raw materials with a view to keeping the cost of production to the
minimum, The Committee recommend that the necessary steps
in this direction may be taken urgently. The Committee need
hardly stress that there should be complete coordination in this
regard between the Press, Reserve Bank of India and the Ministry
of Finance.

The Committee are informed that after September, 1967, except
for some small quantities of paper imported upto.September, 1969,
the entire requirement of paper was being met by the Security Paper
Mill, Hoshangabad. However, during 1972-73 and 1973-74 due to lab-
our trouble and ‘go-slow’ policy adopted by workers the production
in the Hoshangabad Mill went down considerably. As compared to
1971-72 the production in the Mill during 1972-73 and 1973-74 (up to
November, 1973) had gone down by about 494 and 820 metric tonnes
respectively. The shortfall in prcduction was of the value of Rs.
48.97 lakhs and Rs. 81.31 lakhs respectively. As a result of the short-
fall in the production of the Mill the Currency Note Pres had to
import paper worth a crore of rupees. The authorities’ inability to
settle workers’ demand in the Mill has thus not only resulted in the
disruption of priduction in the Mill but alsg necessitated spending
of vajuable forei_gn exchange. It is unfortunate that a realistic and

g
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conciliatory attitude was not adopted which would have saved val-
uable foreign exchange for the country. The Committee trust that
allout efforts will be made to bring about satisfactory normalisation
of labour relations in the Mill.

The Committee find that the precentages of allowable spoilage
prescribed as long back as 1959-60 for achieving better efficiency in
printing and having a check on quality of products are being con-
sidered as norms even though the actual percentages of spoilage over
the years bear no comparison with them. The prescribed percentage
of spoilage of paper was 4 per cent for all denominations of notes
(except Rs. 100/-). However, the actual percentages of spoilage
during 1971-72 in the case of all denominations were more than the
prescribed figure. This cally for an explanation. In fact in the
case of notes of ten rupee denominations the spoilage always ex-
ceeded the prescribed percentage by more than 1 per cent. The
position should be carefully examineq with a view to taking steps

to fix the percentage of spoilage at realistic levels and to checking
malpractices, if any.

The Committee are informed that all the Reserve Bank branches
and in placeg where there are no Reserve Bank branches, the State
Bank branches are required to exchange soiled’ notes. Damaged
notes could, however, be exchanged only at the Reserve Bank
branches. As a matter of common experience it is seen that the
exchange of soiled and damaged notes involves a cumbersome
procedure entailing lot of harrassment for the common man. The

00I
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Committee think that the Ministry of Finance should, in consultation
with the Reserve Bank of India, review the situation and lay down
a simpler procedure for exchange of soiled and damaged notes as
early ag possible, One way out could be to authorise all the branches
of all banks and all post offices to exchange the soiled notes.

The question of having a selective test check independently by
the Comptroller & Auditor General of India of the foreign exchange
transactions in so far as they involve some form of quid pro quo
has been engaging serious attention of the Committee for some years.
They have been informed now that apart from other considerations,

it would be inappropriate to entrust the check of these transactions

to the C&AG as he is not authorised by law to do so. The Commit-
tee have already clearly brought out the considerations which very
much warrant such a check vide paragraph 1.37 of the 98th Report
(1969-70). Their examination of issues involving foreign exchange
transactions from time to time has revealed serious and widespread
lapses and malpractices. .They are therefore, fully convinced that
it will be in the economic and financial interests of the country if
their suggestion for an independent test check of foreign exchange
transactions is accepted. Otherwise it would undoubtedly give a
free hand to the economic offenders, which could not possibly be
the Government’s intention.

10T
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The Committee note that at present there are several categories
of cases in which foreign exchange is released subject to an export
obligation. These are: (i) advance import licences issued to Regis-
tered Exporters, (ii) Capital goods licences issued subject to an
export obligation, (iii) Approval of foreign collaborations granted
subject to an export obligation, (iv) barter deals and (v) Release
of foreign exchange for location shooting of films abroad subject to
certain conditions. The fulfilment of export obligation in most of
these cases is being watched by the “Export Promotion Cell” in the
Office of the Chief Controller of Imports and Exports. The Audit
Wing of the Department of Economic Affairs exercises a selective

test check. That this check is absolutely inadequate is clear from.

the fact that during the past 5 years only a meagre 249 cases of
advance licences of the value of Rs. 11.26 crores have been covered.
However, the result of even this inadequate check is very disturbing.
In 20 per cent of the cases checked serioug defaults in the fulfilment
of export obligation have been detected.

In view of the above the Committee reiterate their recommenda-
tion contained in their 98th Report (Fourth Lok Sabha). They would
specifically ask Government to strengthen the existing arrangements
for the check of such foreign exchange transactions. Further Gov-
ernment should consider amending the law to have test check of
these transactions by the C&AG. In the meanwhile the C&AG
should be requested to take it up rightaway on a “consent basis” so
that no time is wasted.

zol
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2.5

2.6

Home Aflairs

—dQ—

The Committee are very much concerneq over large scale and
continuous increase in unproductive expenditure on police in recent
years. This is particularly deplorable in a poverty stricken country.
The expenditure on police increased from Rs. 3 crores in 185051
to Rs. 48.27 crores in 1966-67, Rs. 72.60 crores in 1968-68, Rs. 11882
crores in 1971-72, Rs. 130.91 crores in 1972-73 and Rs. 156.40 crores
(BE) in 1974-75. This means a 52 times increase in 24 years. This
is by any standard an alarming increase. There has been a large
scale increase in Central Reserve Police, Border Security Force and
relatively recently created Central Industrial Security Force. The
Committee are surprised that police forces of such large strength
should be necessary over and above the substantially large forces of
the State Governments who are required to do precisely the same job
and are responsible for maintaining the law and order. (It is under-
stood that the expenditure on State Police Forces has also arisen to
more than Rs. 300 crores during 1973-74). According to the Ministry
of Home AfTairs, the increase in expenditure is justified in view of
pressing requests from State Governments for the deployment of
central police on account of one trouble or the other.

The Committee feel that expenditure on Police organisations of

different kinds has been increasing at such a rapid rate that it calls
for an urgent review by an independent high powered Commission.

to1
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The expenditure on Police both at the Centre and in the States has
reached levels where clearly they are eroding the resources- avail-
able for developmental activities. The Committee trust that Gov-
ernment will take a decision in this matter and appoint the Com-
mission within the next two or three months,

The Committee note that the expenditure on the Central Reserve
Police has increased from Rs. 13.41 crores in 1968-69 to Rs. 3233
crores in 1871~72 and to Rs. 38.78 in 1973-7. Upto 1964-65 there were
only 16 battalions. During the period 1965-66 to 1972-73, 16 new bat-
talions were raised and 28 battalions of the Indian Reserve Police
were merged with the Central Reserve Police Force. The total num-
ber of battalions at present stand at 60. In view of the fact that the
merger of the Indian Reserve battalions with the central reserve
police force, Border Security Force and SSB has been almost dom+
pleted, the Committee stress that there should be no further increase
in expenditure.

From information furnished to them, the Committee find that
during the year 1973, the Central Reserve Police was deployed 82
times in the varioug States. There were three cases in. 1968-68 where
the CRP units were sent to the States of Kerala and West Beagal
without their requests including one case where the Central Gov-

ernment refused to romove CRP inspite of insxstence of Staﬁe

Government.

The Committee note that there are large amounts of outstand—
ing dues from the State Governments for deployment of Central

yo1



4 I3

IS

16

2.17

2,20

Home Aflairs

_do-

Reserve Police Force in the past. It is indeed sui-prising that the

Central Government should have allowed accumulation of arrears
of the magnitude of Rs. 31.35 crores. It is necessary to emphs.mse
this as out of the arrears a sum of Rs. 2.40 crores relates to the
period up to 1968-69. The only step taken at the higher level by
the Government all these years appears to have been the writing of
a mere demi official letter in August, 1972. The Committee stress
that the vigorous efforts should be made to recover the outstanding
dues from the State Governments expeditiously.

The Committee note that out of the total strength of the Cen-
tral Reserve Police Force, the persons recruited from Uttar Pradesh
accounted for 21.50 per cent, Haryana 12.31 per cent, Madhya Pra-
desh 2.85 per cent and Rajasthan 10.26 per cent. The Committee
would suggest that recruitment should be made as far as possnble
from every part of the country.

The Committee are deeply concerned to note that the expendi-
ture on Border Security Force has increased from Rs. 25.44 crores
in 1968-69 to Rs. 42.49 crores in 1971-72, Rs. 45.90 crores in 1973-74,
Rs. 5741 crores in 1974-75 (Budget Estlmate) In view of the. fact
that there is a large standing army the bounden duty of which is
to guard the borders of the country, this amounts to another instance
of duplication which could be ill-afforded. Moreover till 1968 the

Sor
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States forces were successfully guarding the borders. There is an
appreciable iIse in expenditure even after thé cessation of hostilities
on the Eastern border where we have now a friendly neighbour.

During the passage of the Bill in 1968 the Home Minister’s indi-
cation as to the purpose of the force was policing of the Border on
the other side of which there were hostile countries. Today although
the situation has greatly changed in our favour, yet the country has
to pay higher amount for the same purpose. This calls for an ex-
planation.

The Committee note that with a view to establish report with

the local population, the border security force initiated a scheme ‘of’

Border welfare on a modest scale in 1970. Under this scheme assist-
ance is provided by way of some medical relief, provision of books,
uniform etc., to school children and warm clothing for poor people
living in high altitude areas, construction of some cross drain,

works, for repairs of equipment and maintenance of community

schools. The expenditure was Rs. 1.29 lakhs in 1970-71, Rs. 1,26
lakhs in 1971-72 and Rs. 86,000 in 1972-73. The Committee afe sur-

prised that such a small amount was allocated for welfare activities
of this nature and would recommend that such activities should be
financed on an adequate scale.

‘The Committee note that the strength of the Central Industrial
Security Force which came into existence in 1969-70, increased from
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1568 to 15545 in 1972-73. Forces have so far been inducted into 71
public sector undertakings. The Committee feel that already a
large number of police forces have been created. In their opinion
Government should review the entire position to see whether it is
necessary to have such a large number of forces each created for
performing limited functions in addition to. the one responsible for
overall maintenance of law and order and protecting Government
properties. :

The Committee are surprised to find that a total amount of
Rs. 2.35 crores was outstanding as on 1st December, 1973 from the
various State undertakings for the services rendered by the Central
Industrial Security Forces, and part of the arrears relate to the year
1971-72. The Committee are of the opinion that there is no justi-
fication for any amount to remain outstanding. This force is. as-
signed to every public undertaking with full regard to its require-
ments and on the clear understanding that it is liable for meeting
the expenditure on this account. The Committee would await the
progress of the recovery of arrears.

The Committee are informed that a scheme for modernisation
of police force was introduced in 1969-70 and since then an amount.
of Rs. 19.80 crores has been paid to the State Governments on loan-
cum-grant basis (75 per cent loan and 25 per cent grant). The

Lo
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scheme aims at greater mobility, better telecommunication, and
providing scientific aids to investigation, as in the past due to pau-
city of funds, certain major aspects of police development were
neglected. The question of inducting major police development
items in the Plan has now been taken up with the Planning Com-
mission.

The Committee however are extremely distressed to note that

in spite of heavy expenditure on police in the Centre as well as in
the States, the crimes alround, particularly economic crimes of
various types, are very much on the increase and the performance
of the police has been far from satisfactory as large number of cases
of atrocities on Scheduled Castes and Scheduled Tribes continue to
occur and minorities continue to have a feeling of insecurity. What
is more, there is involvement of police personnel (including senior
officers) in serious crimes.

The Committee are alarmed at the large scale increase in the
number of crime cases in the Union Territory of Delhi. The num-
ber of cases increased from 17,605 in 1968 to 34,174 in 1973. In spite
of the fact that the expenditure on police in Delhi has increased
from Rs. 5.56 crores in 1968-69 to Rs. 7.82 crores in 1971-72, it has
come to be known as the crime city in India. The crime position
in urban Delhi is far worse than what is in Calcutta having much

larger population. In 1972 the total No. of crimes in urban Delhi

was 30054 against only 9793 in Calcutta. The contention of the
Ministry of Home Affairs that the commitment of Delhi police for

goI
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attending to demonstrations and processions etc., is so heavy that
it comes in the way of discharging their normal functions in regard
to prevention of crime, detection and investigation of cases register-

ed with the police, is not convincing. The Committee desire that .

special measures should be taken immediately to reduce the inci-
dence of crime in Delhi. '

The Committee note that 40 police officers were found involved
in cases of corruption during the years 1971 to 1973. There must
be many many more such cases which go undetected. The Com-
mittee have been informed that the Vigilance Branch of Delhi

Police conducts enquiries into complaints from public against police

officials and other grievances, while an Anti-corruption Branch lays
traps and conducts raids in cases of alleged corruption. The Com-
mittee suggest that adequate publicity should be given to the func-
tioning of these two branches in order to facilitate reporting of
cases of corruption against police officials.

The Committee are further distressed to see fairly frequent in-
volvement of police personnel (including senior officers) in serious
crimes. The Committee are strongly of the opinion that suitable
legislation should be brought forward to punish police personnel

found guilty, with maximum and exemplary punishment which
should be enforced strictly.
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Cabinet Sectt.
(Deptt. of Personnel)

The Committee deprecate the delay that has taken place in.

amending the Central Services (Medical Attendance) Rules, 1944
and All India Services (Medical Attendance) Rules, 1954,
by incorporating therein the instructions already issued. This calls
for an explanation. Although the Ministry of Law advised as early
as 1963 that the executive instructions providing restrictions cannot
over-ride the rules, the All India Services (Medical Attendance)
Rules, 1954 were only partially amended by the Ministry of Home

Affairs in 1970 by incorporating restrictions on re-imbursement of’

cost of preparations which were primarily foods, tonics, toilet pre-
parations or disinfectants. The other restrictions regarding re-
imbursement of the cost of expensive drugs, tonics, laxatives, or other
elegant and proprietory preparations for which drugs of equal
therapeutic value are available was not incorporated in these rules.
It is regrettable that Ministry of Health who were concerned*with
amending the Central Services (Medical Attendance) Rules, 1944
did not take any action in this direction for so long. The delay in
amending the All India Services (Medical Attendance) Rules, 1954
was due to the fact that the case referred to by the Ministry of
Home Affairs to the Ministry of Health in 1964 was not pursued by
either of the Ministries until this matter was brought to their notice

by the Audit in 1969. The ommission on the part of the officials is-

inexcusable, The Committee desire that responsibility should be
fixed in each Ministry and appropriate action taken. The Com-

mittee have been informed that Government is now considering

amendment of both All India Services (Medical Attendance) Rules,

e
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and Central Services (Medical Attendance) Rules. The Committee
hope that this will not take more than 6 months.

The Committee rote that a distinction was drawn between
the members of All India Services and Central Services far the
purpose of re-imbursement of anti-diabetic drugs. The  position
was rectified only in August, 1973 barely a few days befere the
officers of the Ministries concerned were to appear before the Com-
mittee. The Committee stress that in future no distinction should
be made hetween the members of All India Services and Central
Services in such cases.
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