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COLWIGEhTD.'L TO THE FIFTY-NINTH REPORT OF 
PUBLIC ACCOUKTS COWITTi3E (1 968-69) , 
PRFSEKTED Cr: TI33 2nd. APRIL, 1969. 

1 . Page I , last l i n e  i n  the  Table, Calm 7,  fol' 
"67.03" 9 -  read "67. 93It. 

2. Page 12, Line 25, for "magenent", read "managementn. 

3 .  Page 16, para 1.15, l i n e l ,  for t8n",read %neff. 

4. Page 18, l i n e  1 ,  for Itof a yearst1, Ifof years". 

5. Page 21, para 2.5, l i n e  6 ,  for "arch, 1 966If, read 
"March, 1 366". 

6. Page 23, para 2.8, l i n e  9 from below, l t ~ o r a k f f ,  
read nworkH. - 

7. Page 24, para 2.10, l i n e  1 ,  for ttCommt;een, read 
f lComit tee l t .  

8 .  Page 26., para 2.11, l i n e  2, for IfSeth entIf,  read 
"Settlement". 

9. Page  32, footnote,  for "India on", re Yndianvl. 

10. Page 33, l i n e  13,  for_ 4 'Sta t iscal" ,  3 u ~ t a t i s t i c a l " .  

12. Page 36, 
(i) l i n e  8 ,  dele te  l t , "  a f t e r  tt27tr, 
(ii) l i n e  3, for "annaltt ,  read t f a n ~  'I. 

13. Pa e 39, 
(ik l i n e  18, f o r t f $ . 1 : 7 0 l i h s w ,  

"%s. 1 .70 la3chst1. 
( i i )  l i n e  20, for ttRs.2:68 13khsU, 

%. 2.68 lakhs " . 
14. Page 43, l i n e  14, for "1960ff, read ' * 

15. Page 44, foct,note, l i n e  1 ,  for tfcirc 1celf, read 
 circumstance^^^ . 

16. Page S?,para 3 17, l i n e  1 ,  for "rep. 
2 

t ive"  , 
read "The representative". 

1 



17- %Ye 
( i i )  

18. Pa e 
(if 
( i i )  

19. Pa e ( i f  
(ii) 

20. Page 

53, 
l i n e  3 for 1t1936", read "1966"; 
l i n e  29, for " 1 9 6 8 ~ ~ ~  - read "1966". 

54, 
l i n e  9 ,  @cJ Ifof" before "foreign"; 
l i n e  12, for "handedtf, read tlhandledn. 

59, para 5, 
l i n e  2,  for 'lexaluate", read tfevaluatefl; 
l i n e  17, for ''of Calcutta", "at Calcutta" 

72, l i n e  13 from below, for npurposetl, read 
tlpurchaself. 

21. Page 3, l i n e  8 ,  for tlpurposetf, read "purpose off1. 

22. Page 8 , l i n e  1 ,  column 2, for tf2.421t, read 1~2.24.~'. 

23. Page 8 , l i n e  2 from below, for tlnotlt ,  read 'Inoteu. 

24. Page I l i n e  10, for "organi&ntl, read 
"orgaf cationtt. 
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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorb 
ed by the Committee, do present on their behalf this Fifty-Ninth 
Report (Fourth Lok Sabha) on the Indian Statistical Institute, 
Calcutta paragraph No. 108, Audit Report (Civil), 19681. 

2. The Audit Reprt  (Civil), 1968 was laid on the Table of the 
House on the 3rd April, 1968. The Committee examined paragrapb 
108 at their sittings held on the 22nd (AN) and 23rd (AN) January, 
1969. The Committee considered and flnalised this Report at  their 
sitting held on the 19th March, 1969 (AN). The Minutes of these 
sittings of the Committee 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 (Ap 
pendix IV). For facility of reference, these have been printed in 
thick type in the body of the Reprt.  

4. The Committee place on record their appreciation of the 
assistance rendered to them in the examination of these accounts by 
the Comptroller and Auditor General of India. 

5. The Committee would also like to express their thanks to the 
officers of the Cabinet Secretariat for the cooperation extended by 
them in giving information to the Committee. 

NEW DELHI; M. R. MASANI, 
March 29. 1969. Chairman, 
C h a ~ a - 8 , ~ 8 9 1  (Saka) . Public Accounts Committee. 

.. - 
*Not printed (One cyclostylcd copy laid on the Table of the House and five copia 

placed in Parliament Libraryj. 



CHAPTER I 
FLEJANCE, ACCOUNTS, AUDIT AND ORGANISATION OF THE 

INDIAN STATISTICAL INSTITUTE 
CABINET St-ARUT 

Audit Report (Civil), 1968 
Grants to Indian Statistical Institute 
Audit Paragraph: 

The Indian Statistical Institute, Cqlcutta, which receives substan- 
tial grants from Government, was started in 1932 ant! registered as 
a non-profit distributing learned society under the Societies Regis- 
tration Act, No. XXI of 1860. With the passing of the Indian Statis- 
tical Institute Act, 1959, it became a statutory body from 1st April, 
1960. 

Grants aggregating Rs. 7.62 crores were paid to the Institute 
during 1960-61 to 1966-67. Besides, 'on account' payments amounting 
to Rs. 2.49 crores were paid in connection with the National Sample 
'Survey work, which were the subject of comment by the Public 
Accounts Committee in 1964-65 and 1966-67*. The Table below gives 
a broad analvsis of the income and expenditure of the Institute for 
t he  years 1965-66 and 1966-67:- 

1955-66 1956-67 ------ --- 
Gr~nts  0 'lor Txal  Ex- Grants Othsr Total Ex- 
f -o n incxn: incxn:: p :.I- fr?n incm:: in Iome ne I- 
Csbi- dintre Cabi- di tur: 
ne: r et 

Secre- Secre- 
tariat tariat --- -..-- --- -*-- - . 

I 2 3 4 5 6 7 r, -- --...-..- .-. -.- --A*"-. 

(In lakhs of rupns) 
Non-projects Sectors 

(risearch and 
Trainiq Fchlol, 
PI mnin:! Division, 
Statistical Qwlity 

mntrol and 
International Sta- 
tistic11 Ed u- 
.cution Centre, 
ctc.) . 57.02 6.32 63-34 61.62 61-74 6-10 67 ( 3 65.61 ----- . --- -- * -- -- 
+&rrr,crrrph 1-6 d apt;~ Keyort (tgCt~-Sjj end parag~apls 3.2 I(; 3.24 of 58~h R:port 

(sy -PW7). 



-.. _... ...-.._____-.__I-- - - - - -  -.. -+-.. . . -. .. . - - 
1 - .--.- - 2 3  4 5  6 7 8 

. . ...-.- 
Proje; t Sector . 90.88 0-50 91 '38 87.16 93-26 . . 93-26 93-88 
(Nario~xbl Sample 

Survey) 
1J.N.T.A.A. . 6-50 1-27 7-77 6-57 0.03 0.95 0-98 4-30 

(Utilisation aI3.d 
Maintenance of ' 

Soviet equipment) 
CapitalAccount .15'40 .. 1 5 ~ 4 0 1 5 ~ 4 0 1 7 - ~ 0  . .  17.5019.57 

- . . 1 OTAI. . 169.80 8.69 178.49172.61 172'538.64 181.17 185.75 
. .. --- -- --. - 

The following observations were made by a Review Committee 
appointed in 1966 to evaluate the working of the Institute in terms 
of Sec. 9 (1) of the Indian Statistical Institute Act., 1959: 

(i) Although the Institute has been receiving huge financial 
sssistance from Government for various activities, it has been re- 
luctant to submit to financial controls usual in the case of institu- 
tions financed from public funds. Passing of the budget by the 
Council of the Institute is considered as sufficient authority for in- 
curring the expenditure without waitinrj for sanction of funds by 
Government. Actml  expenditure incurred has been in excess of 
t h e  resources pronisxl  and mad:! available by Government (the 
escess expnditure being met out of loans from Employees' General 
Provident and Gratuity Funds, State Bank of India, etc.). 

(ii) Thcre should be a test-audit of the accounts of the Institute 
once in five years by the Comptroller and Auditor General of India. 

[Paragraph No. 108, Audit Report (Civil), 19683. 

!.I. The table below gives the particulars of total income of the 
Indian Statistical Institute and the amounts received by the Institute 
as grants from thc Cnbinet Secretariat for the two years 1965-66 and 
i966-67: 
.- -- - ----.----- - -- 

Year Total Grants 
Income from 

Cabinet 
Sectt. 

--,------------------- 

(Rupees in Lakhs) 

1966-67 . 163.65 155.03 
- - ------ --. ----- . - 

The table would show that the grants paid by Cabinet Secretariat 
constituted more than 90 per cent of the income ~f thc Institute. 



Apart froin grants from the Cabinet Secretariat, the Institute 
neceived g~ ants-in-aid from other MinistrieslDepartments of Govern- 
ment. A statement showing the total grants received from Govern- 
ment since 195980 as furnished by the Cabinet Secretariat is given, 
L~dow: 

Year 

Receipts Other Total Expend- -- receipts ture 
Government 
grs t s  given 
to I.S.I. 

for the for the 
year earlier 

years 

(In lakhs of rupees) 

1.2. The Committee enquired about the pattern and basis of grants 
given by the Cabinet Secretariat to the Institute. The Cabinet 

- Secretariat have stated in a note as follows:- 

"Prior to 1.4.60, on which date the IS1 Act, 1959, which recog- 
nised the Institute as an Institution of National import- 
ance, came into force, the practice followed by the Ministry 



of Finance (Which was the administrative agency for the 
IS1 till September, 1956) and then the Cabinet Secretariat 
was to give 'on account' payments to the Institute for 
financing its activities during any year, taking the final 
grants-in-aid given during the preceding year as the 
basis. Thereafter, during November-December of the 
financial year, on receipt of the Revised Estimates for the 
year for the various activities, final grants-in-aid for that 
year were sanctioned and were in due course adjusted on 
the basis of the audited statement of expenditure. In 
arriving at the quantum of grants-in-aid, the income 
derived by the Institute from its service~consultancy acti- 
vities, as examination fee, etc. was taken into accounts as 
also grants from other sources." 

"Since 1950-61, the grants-in-aid to the IS1 have been regulated 
in accordance with the provisions of the IS1 Act, 1959. . . . 
...... For this purpose, v k ,  for deciding the quantum 

of assistance the Central Government appoints a Statutory 
Committee under Section 8(1) of the IS1 Act 1959.. . . . . ,I 

"This Statutory Committee normally consists, beside the 
Chairman, a representative each from the Department, 
Ministry of Finance (Department of Expenditure) (usual- 
ly the Financial Adviser) and the .Institute, and one or 
two members from outside agencies Fke the CSIR, ctc. 
This Committee examines the programme of work and the 
budget of the Institute each year and makes its recom- 
mendations to the Government. The grants-in-aid to the 
Institute for any year for its current and plan (revenue 
and capital) activities are bawd on the reports of the 
Statutory Committee for that year." 

1.3. The Comm:ttee pointed out that though the grants to the 
lnstitute were to be regulated on the basis of the r~commend?tior~s 
of Ststutory Committee constituted annually under Section 8 (1) of 
t h e  Art, in actual practice, as pointed out by the Review Committee, 
these Statutory Committees were never able to report in time. The 

,Cabinet Secretary stated that "thoqgh they are appointed well 
before, what happens is that they never give the;r reports before wc 
,could put it in the budget. The reports generally come after we 
have provided the money. Then some adiustments are made in the 
supplementary demands. But we generally go by their advice as 



to what we have done so far." In a note on this point, the position 
in this regard has been further explained as follows:- 

"Given below is a statement indicating the date of appointment 
.of the Statutory Committee, date on which its report became avail- 
able and the date on which final grants-in-aid sanctions were issued: 

Year Date of Date of Find 
Apmint- su4mis- sanction 
meqt isim of issuzd 

Report 

1964-65 . 1-13-63 Feb. 65 20-3-65 

1955-66 . 31-5-64 Feb. 66 18-3-66 

The IS1 Review Committee had made in April, 1966 an interim 
recommendation to the effect that: 

'. . . .It would be useful if the Government would ensure that 
the report of the Statutory Committ~e for 1966-67 is sub- 
mitted by June, 1966 and of the Committee for 19B7-68 
(which may be appointed immediately) by Au-, 1966. 
If this can be done, then in future the report of the St&w 
tory Committee for a particular year should be available 
to Government by the end of August in the preceding 
year'!' I i 

Wn exaniination of the remmmeriti8tion, it was found that since 
the Institute was to furnish its budget Estimates for any year by the 
preceding September end ankl these were to forin the basis of the 
report of the Statutory Conmitt&, the Committee c6uld at  Wit be 



able to submit its Report for any particular year by the middle of7 
November of the preceding year and not by end of August." 

"It will be seen from the statement given in paragraph 1 that the 
Committee for 1967-68 was amointed in September, 1966, and its 
report was available by 15.11.1966." 

"As regards, 1968-69, this could however, not be done since by 
then the main recommendation of the IS1 Review Committee, con- 
tained in item 48 of the Summary at Chapter XI, which reads as 
follows, was to be considered: 

'Statutory Committee under Section 8 (1) of the IS1 Act should 
be appointetl once every five years to help in the framing 
of the five year programme of the Institute.' 

Though this recommendation was acceptable both to Govern- 
ment and the Indian Statistical Institute, it was found on examina- 
tion that the section of the Act as it stood would not permit the 
appointment of a Committee for preparing a five year programme and 
all that could be done was to have the same Committee for more 
than one year hut to obtain report for each year sepsratcly. I t  took 
some time to clarify the position in this regard and the Committee 
for 1968-69 was appointed on 6-3-68. The Committee was asked 
to submit its report to Government by 30-41968. The Committee 
took time in studying the procedures and practices obtaining in the 
Institute, and the efforts being made, in pursuance of the recom- 
mendations of the Review Committe~, to improve its financial ad- 
ministration. The Committee also expecte';l to know the Govern- 
ment decision on National Sample Survey work, which had a large 
bearing on the work of the Indian Statistical Institute. After a 
number of sittings, the Committee submitted its report on 
13-1-1969, which is under consideration of Government." 

''The Committee for 1969-70 (being the same as the one for 1968- 
69) is expected to commence its work shortly. Material for use of 
the Committee is being collected and it is hoped that the report will 
be available before or soon after the start of the next financial year. 
Government hope to be able to obtain the reports of the Statutory 
Committee, starting from 1970-71, by the middle of November of the 
previous year so that necessary budget provision is made in the Gov- 
ernment's budget on the basis of the Statutory Committee reports." 

1.4. The Committee pointed out that Section 9(1) of the Indian 
Statistical Institute Act, 1960 provided for the work done by the 



Institute being reviewed by a Committee. In reply to the o k ~ l r  
tions of the PAC. in para 78 of their 34th Report (Third Lok Sabha), 
Government hati stated that a review of major grants-in-aid would 
be conducted once in three to five years. However, the Review 
Committee was not constituted by Government till 1966, i.e., six yeam 
after the Act was passed. The Cabinet Secretary admitted that a 
review "could have been done earlier." It  was in May, 1966, that 
Government had, in reply to the observations of the PAC, agreed to 
a review of the performance of the Institute "once in three to five 
years" and this would be done in future. 

1.5. Taking up the observations of the Review Committee, the 
Committee drew the attention of the Cabinet Secretary to the fol- 
lowing points in the Report about the Institute's system of budget 
making and financial control: 

"The Institute's system of budget-making and financial control 
has from the beginning not been in accordance with accepted p m  
cedures. Instead of each unit framing its own detail& proposals and 
a central organisation .framing a unified budget, the budget of the 
Institute is prepared in the Central Ofice. Passing of the budget by 
the Council of the Institute is considered as sufficient authority for 
inaxrring the expentliture without waiting for sanction of funds by 
the Government." 

"While the Institute has been getting funds from the Govern- 
ment for its non-project and project activities it has been reluctant 
to submit to financial controls usual in the case of institutions fin- 
anced from public funds. The result has been that at the end of 
396465, the Institute's debts mounted to Rs. 140.54 lakhs." 

"The financial position of the Institute has deteriorated from year 
to year. Actual expenditure incurred has been in excess of the 
resources promised and made available by the Government. Since 
under the Act, the Institute functions as an a u t o n o m ~ ~  organisab 
tion, and the Government does not have any direct say in Matter9 
relating to its administration, Government has not keen able to 
prevent the Institute from running into financial difficulties." 

1.6. The Cabinet Secretarv admitted that "there has been sla'ck- 
'ness on the part of the Institute in carryfng out p r o m  'budgeting 
'and expenditure control". He added: "Thev (the Institute) h e  
never kept to a proper budget of funds available. : . :. :They have 
gone and spent more money than what we have been @ving them 
with the result that they have got into certain difficthties." Asked 



whether the Government coiild not have stopped the Institute from 
incurring liabilities in excess of resources promised By bovernmeqt, 
fhe witness stated: "The Government position has beeh that they 
will accept the schemes preparetl by the Institute. The Institute haS 
got its own funds for other purposes and as far as the new schemes 
i re  concerned, whatever new schemes are approved will be paid for." 
He added that Government gave grants to the Institute for certain 
purposes. "As Iong as these purposes are fulfilled and money spent 
for that, we have to give a certain authority (to the Institute). The 
Institute is an autonomous body." The Committee pointed out that 
even if the Institute was an autonomous body, its funds are almost 
completely derived from Government. Government, therefore, had 
a responsibility to ensure that the Institute's finances were soundly 
administered. The Committee enquired how many representatives 
Government had on the Council of the Institute. The Committee 
were informed that "the IS1 Act, 1959 came into force on 141960. 
Fnrm this date to the beginning of May, 1961, the then Cabinet 
Secretary, represented Government on the IS1 Council. In ApriI, 
1961 the Institute adopted a rule which permitted having 3 nominees 
of Government on its Council. In May, 1961, in response to a re- 
quest from the Institute, Government decided to nominate the fol- 
lowing representatives by designation, on the IS1 Council: 

1. Cabinet Secretary or his representative. 
2. Joint Secretary, Ministry of Finance, Department of Expeb 

diture and Financial Adviser to Department of Statistics. 
3. Chief Director, National Sample Survey upto August, 1986 

and thereafter Director, CSO." 
The Cabinet Secretary further informed the Committee that be- 

cause of the manner in which the I&u& incurred expenditure, "it 
fs not in a position to discharge its liabilities." Tbe situation d e d  
looking into. "In fact we have to look into i t  very closely. This year 
the only bright part of it is that they (the Institute) bave certeia 
hnds in this big city which may be of some value a d  which they 
mag be able to cash to meet the expenses. These are problems whi* 
are already before the (Statutory) Conamittee. W o r e  the nerd 
year's budget is sanctioned, we will have to take a firm view about 
itn Spelling out the concrete measures taken by Governmmrt to 
ensure dective financial control aver fihe Institute, in the light d 
the Redew Committee's  observation^, the Department haw strtcsd 
h a note as fo~owa: i 1 
"Even W r e  the receipt of the Redew Comrnit$e Report, #+ 

question of having ef1Eective financial control over the expenditure 



tnc;urred by the Institute had been under consideration by the Gov- 
qrnmsnt and the conditions as set out in Appendix I* were incor- 
&rated in the sanctions issued to the Institute for current as well 
as capital expenditure. Suitable instructions were also issued to the 
Auditors of the Indian Statistical Institute to ensure compliance with 
ccnditions set forth in Appendix I*. These instructions were issued 
after consultation with the Comptroller and Auditor General and a 
copy thereof may be found at Appendix II**". 

"The accounts of the Institute are annually audited by a firm of 
chartered accountants selected by Government in consultation with 
Comptroller & Auditor General of Indian and the Institute, as pro- 
vided in Section 6(1) of the IS1 Act, 1959. The Auditors' report, as 
also their replies to the instructions on the various checks prescrib- 
ed, is considered by Government before the accounts are accepted 
by it." 

"The Government has two nominees [Cabinet Secretary, or his 
representative and Joint Secretary (Finance) ] on the Finance Com- 
mittee of the Council, which looks into financial and budgetary 
matters and three represenatives [Cabinet Secretary or his repre- 
sentative, Joint Secretary (Finance) and Director, Central Statisti- 
cal Organisation] on the Council, which is responsible for the ad- 
ministration of the Institute. The Institute administration incurs 
expenditure with the approval of its Council and furnishes utilisa- 
90n certificates of having utilised the grants for the purposes fox 
which they have been sanctioned, with the approval of the Council 
and its Finance Committee." 

"Government is also getting from the Institute quarterly expendi- 
ture statements to watch the progress of expenditure. 'On account* 
quarterly advance payments are made to the Institute on receipt of 
the previous quarter expenditure figures." 

"The Indian Statistical Institute Review Committee has made 
certain recommendations for improving of the financial and budget 
uy set up of the Institute and these are contained in items 43 to 57 
of Chdpter XI of the Report. The action taken1 proposed to be taken 
by Government in the light of these recommendetions are briefly 
Indicated below: 

(a) The Institute has now decided to have a Finance Oiltca 
working under the Director of the .Institute. - -- -- -- - 

Su page 69. " See pap 7i. 



0) The Institute has agreed to prepare the budget for the 
Common Services expenditure separately instead of the 
earlier practice of allocating this expenditure for tho 
various sectors proportionately. This will help in hav- 
ing a proper check on the administrative house-keep 
ing, etc. expenditure and ensure that the ratio bet- 
ween research and non-research expenditure is being 
kept at the desired level. The IS1 Statutory Committee 
for 1968-69 has desired that the Institute should make 
a comprehensive review of the position regarding ratio 
of expenditure between the total research programme 
expenditure and the salary content to see if the present 
ratio of 3:2 could be reduced further in view of the use 
of computer facilities. This has been conveyed to the 
Institute recently and the matter will bC pursued fur- 
ther. 

(c) The Institute has been asked to furnish a statement of 
expenditure for each quarter. With a view to ensure 
that this is furnished promptly, (the Institute has been 
given five weeks time since the close of the quarter to 
do so) no further quarterly grants are being given un- 
less the quarterly expenditure statements are given for 
the preceding quarter. 

(d) As stated already, there is a Finance Committee of the 
Council with two Government representatives thereon. 
As soon as the composition of the Executive Committee 
is finalised, action to set up a Finance Committee of 
the Executive Committee will be taken u p  

(e) Action to have the Fhvident Fund registered and' to get 
up a separate Board of Trustees is being pursued. 

(f) The Institute has accepted the meommendation to have a 
test audit conducted by the Comptroller & Auditor 
General, once in five years, provided the audit is con- 
ducted not on Government rules but on the basis of 
rules, practices and conventions of the Institute. The 
matter is being examined :separately to ded& what 
should be the manner in which the test dudit is to be 
~onducted.~ v 



"With these measures Governments will !be in position to exer- 
cise necessary financial control over the Institute in respect of the 
grants given to i t  and ensure that they are properly used for the 
purpose for which they have beenlare being granted!' 

1.7. Taking up the question of the accounting and audit arrange- 
lments for the Institute, the Committee pointed out that the Insti- 
tute had accepted the suggestion of the Review Committee for a 
test audit by Comptroller & Auditor General in accordance with the 
"rules, conventions and procedures prevalent in the Institute!' The 
,Committee enquired whether this was not an unusual stipulation 
.and whether Government did not have the right to enforce test audit 
on the usual lines. The Cabinet Secretary stated: "Government 
have a right to have the test audit by the C. & A. G. . ,. . . . . . . . In 
this case our right will be enforced.. . . . . . .Audit should be purrpose- 
ful and I think we will go into the details and see what can be done 
now." The Committee further pointed out that the accounts in 
their present state would preclude any effective audit. They, there- 
fore, asked whether it was not first necessary to consult the C. & A. 
43. as to the manner in which the accounts should ,be kept. The 
Cabinet Secretary replied: "In fact the Review Committee has said 
that the accounts should be kept in a certain way. Though they 
(the Institute) have not done it, they have accepted it in principle. 
In  consultation with C. & A. G., we shall see that this is done." 

1.8. The Committee drew the attention of the Cabinet Secre- 
tary to the various provisions of the Indian Statistical Institute 
Act, 1959 (reproduced in Appendix III*) which gave powers to Gov- 
ernment to regulate the working of the Institute. Section 11 of 
the Act gave "the power to Government in public interest" to 
issue "such directions as it thinks fit." Section 9 gave powers to 
Government to issue any directions considered necessary in respect 
of mt te r s  arising out of review and evaluation done by a Com- 
mittee constituted under that Section. The Committee enquired 
whether these powers had been exercised by Government at any 
time. The Cabinet Secretary replied in the negative. To a fur- 
ther question whether a situation had not arisen in which the 
Institute should be taken over for management by Government 
under section 12(2) of the Act, the witness replied: "We shall 
examine it." 



'f.9. The Committee pointed out that the Review Committee hbcf 
recommended the abolition of the p t  of the Secretary to the 
Institute. The Committee had in fact referred to "the intermingled 
and confused relationship between the Institute and Government" 
and had gone on to say: 

"Professor P. C. Mahalanobis is the Secretary and executive 
. head of the Institute. He is also Honorary Statistical 
Adviser. to the Cabinet in ,Statistical Organisation. The 
Institute . undertakes National Sample Survey work on 
behalf of .  the Government. In other words, Professor 
Mahalanobis is both the giver of the: contract and its 
executor. It has been suggested that .this is a major 
reason for the failure to mpke an objective assessment of 
the,.performance of the Institute in regard to National 
:Sample Survey work." 

"The Institute's administration has not kept pace with its 
expanding functions and responsibilities. Neither the 
general body nor the Council as constituted at present is 
an effective instrument for managing the activities of the 
Institute. Tbe Offices of President, Vice-presidents, 
Chairman, .Vice-Chairman and members of the Council 
have often been held by persons too busy with numerous 
other responsibilties to devote the necessary time and 
attention to the affairs of the Institute. The effective 
responsibility for the miagement of the Institute thus fell 
on the Secretary alone. All the activities in the Institute 
pivot round him. In theory, he can delegate his authority 
to Joint Secretaries and others. To a certain extent, this 
delegation is there. In practice, however, the officials 
concerned have hesitated to exercise the. functions de'e- 
gated to them. The .Secretary has many interests in India 
and abroad which keep him away from Calcutta for long 
periods." 

On the basis of this appraisal, the Review Cominittee had come 
to the conclusion that '%he emembership and administrative set-up" 
of the Institute,should be reoriented sb as to "enable it to maintain 

'and enhance its reputation" as "an institution of national import- 
ance." To achieve this purpose, the Review Committee had recom- 
mended inter alia that "the posts of Secretary, Treasurer, Joint 
Secretaries and assistant Secretary should be abolished; so also the  
existing Board of Management." 



The Cabinet Secretary replied that "these changes are not con- 
sidered vital." This was the view of the Institute and "Govern- 
ment have accepted the view of the Institute." When further asked 
whether the matter did not need review, he stated: "We shall have 
another look at it." In a note on this point, the Cabinet Secretariat 
have informed the Committee as follows: 

"The IS1 Review Committee made a number of recommenda- 
tions to improve the administrative structure of the 
Institute. These are contained in paragraph 9.8 of its 
Report. One of these recommendations was that the 
posts of Secretary, Treasurer, Joint Secretaries and 
Assistant Secretary should be abolished; as also the 
existing Board of Management." 

"The Institute is implementing the recommendation that it 
should have an Executive Committee (though with a 
modified and somewhat smialler composition). It has also 
decided to take steps to stre.ngthen and extend its Society 
type activities. The Council of the IS1 are of the view 
that the post of Secretary should be continued and that 
the Secretary should be. responsible for the Society type 
activities of the Institute and should have the present 
powers of Secretary in respect of such activities. It also 
felt that the Director of the Research and Training 
School should be the Director of the Institute and should 
have the present powers of the Secretary in respect of 
operational activities in connection with research, train- 
ing and projects. If the National Sample Survey work 
is taken away from the Institute as recommended by the 
IS1 Review Committee, the Research and Training 
School would be its main activities. In these circum- 
stances. it was not considered necessary to insist that the 
posts of Secretary, Treasurer etc. be abolished." 

"Prof. P. C. Mahalanobis, FRS, is a pioneer in the field of 
Statistics and an acknowledged expert. It was very 
largely due to his initiative and effort that the lndian 
Statistical Institute came into being and was registered: 
in April, 1932 as a non-profit distributing learned s o c i e ~  
under the Societies Registration Act of 1860. Prof. 
Mahalanobis has been the Secretary of the Institute 
from the very beginning." 



"In January, 1949, Prof. Mahalanobis was appointed Honorary 
Statistical Adviser to the Cabinet and his advice was also 
available on statistical matters to the various Ministries 
of Government. His appointment was not because of his 
being Secretary of the Indian Statistical Institute but in 
view of the fact that he is an acknowledged expert in 
the statistical field. In 1951, when the Central Statistical 
Organisation was established it was provided that the 
organisation would work under his guidance. Govern- 
ment continues to avail of the benefit of Prof. Maha- 
lanobis's advice on important matters connected with 
statistics." 

"The Indian Statistical Institute is an institution of national 
importance and Government are keenly interested in its 
growth and development. Its aims and objects are not in 
any way in conflict with those of Government, There is, 
therefore, no confusion in the relationship between Gov- 
ernment and the Indian Statistical Institute." 

"As a result of the recommendation of the IS1 Review Com- 
mittee, Government has taken certain measures to im- 
prove and strengthen the administration of the Institute. 
These measures have been reported to the Publlc 
Accounts Committee. . . . " 

1.10 The Committee pointed out that the Administrative Re- 
forms Commission in their Report on 'Machinery of the Govern- 
ment of India and its Procedures of Work' had recommended that 
the Department of Statistics should be under the control of Minis- 
try of Finance, Department of Economic AfTairs, rather than the 
Cabinet Secretariat, as collection and compilatinn of statistics had 
a close bearing on formulation of economic policy. T1le Committee 
enquired whether, in view of the fact that the Cabinet Secretariat 
was busy with other important matters and had not been able to 
supervise effectively the working of the Institute, this decision 
should not be immediately implemented. The Cabinet Secretary 
stated that the matter was "under consideration" by Government 
and "decision has to be taken at the highest level." 

1.11. The Committee are concerned that large grants should have 
beem given by Government to the Institute all these years without 
bsmiag that the fnatitute observed the ihLmeiPl disciplines re- 
QIlired of it as a statutory body expending public funds, The Cabf- 
net Seeaetary himself admitted during evidence that %ere has 



been slacknw on the part of the Institute in carrying out proper 
budgeting and expendiwe control." In, the result, the financial 
position of the Institute "has deteriorated fmm year to year" lead- 
ing to a situation in which the Institute "is .not in a position to 
discharge its liabilities." 

1.12. The Committee cannot help feeling that this situation is 
to a certain extent of Government's own making. The Act govern- 
ing the working of the Institute provides for the exercise of various 
cheeks and reviews on the performance of the Institute. Govern- 
ment have apparently failed to take full advantage of these provi- 
sions. Section 8 of the Act, for instance, provides for a Statutory 
Committee being set up "as and when necessary" for " the prepara- 
tion and submission to Government as far as possible before the 
commencement of each financial year of statements showing the 
programmes of work during that year" to facilitate budget paovi- 
sion therefor. Though Government have been setting up Com- 
mittees for this purpose, their reports have generally never bewme 
available to facilitate timely budget provision. Again, Section 9 of 
the Act provides for a Committee being constituted periodically for 
"reviewing" and "evaluating" the work done by the Institute. The 
first Review Committee was set up by Government under this 
Section in 1966, i.e., six years after the Act was passed. Besides 
the foregoing provisions, Sections 11 and 12 of the Act empower 
Government to issue directions to the Institute in specified circums- 
tances. However, in spite of the deteriorating position of the Insti- 
tute, these powers have never been used. Another mechanism for 
control available to Government, namely, its representation on the 
Council of the Institute. has also largely remained ineffective, as 
is evident from the findings elsewhere in this Report. 

1.13. The Committee note that the Review Committee have 
made several far-reaching recommendations to tone up the adminis- 
tration and performance of the Institute. The Committee regret 
that some of these have not been effectively implemented as they 
should have. 

1.14. One recommendation in particular to which the Committee 
would like to draw attention of the Government, concerns the 
abolition of the post of the Secretary of the Institute. As the Review 
Committee have pointed out, the position of this functionary as the 
Secretary and executive head of the Institute as well as the Hono- 
rary Statistical Adviser to Government has brought about a "con- 
fused and intermingled relationship between the Institute and Gov- 
ernment* resulting in a "failure to make an objective assessment of 
the performance of the Institute." The Review Committee had. on 



this appraisal of the position, recommended that the post of the 
Secretary should be abolished and other suitable changes in the 
administrative set up of the Institute made to enable the Institute 
"to enhance and maintain its reputation" as "an institution of 
national importance." As this recommendation appears to be vital 
from the point of view of an improvement in the administrative 
structure of the Institute, the Committee are surprised that it has not 
so far been implemented and consider it essential that this should be 
done forthwith. 

1.15. On particular aspect of the Institute's system of financial 
management needing special attention is the absence of an effective 
system of test audit. The Committee note that during evidence the 
representatives of Government agreed to evolve an appropriate 
arrangement in this respect, in consultation with the Comptroller & 
Auditor General. The Committee trust that this will be done and 
that any arrangements made for audit are not hedged in with 
stipulations which would hamper its effectiveness. 

1.16. The Committee would also like to draw the attention of 
Government to the recommendations of the Administrative Reforms 
Commissien that control over the Department of Statistics should 
more appropriately vest in the Department of Economic Affairs in 
the Ministry of Finance rather than the Cabinet Secretariat, as 
collection and compilation of statistics have a close bearing on 
formulation of economic policy. The Committee would like early 
effect to be given to this recommendation, particularly as the Cabi- 
net Secretariat have, with their other preoccupations., been quite 
obviously unable to give the time and measure of attention and 
supervision that the Institute requires. 



CHAPTER I1 

.NATIONAL SAMPLE SURVEY 

Non-1Lalisalion of grants for National Sample Survey work 

Audit Paragraph 

2. In paragraphs 1-6 of their 29th Report (1964-65) and pgra- 
.graphs 3.2 to 3.24 of their 58th Report (1966-67), the Public , Ac- 
counts committee had considered the 'on kcount' payments to the 
Institute for the National Sample Survey work. 

The three-man committee, constituted by Government . . in May, 
1964 for examining the claim of the Institute for the additional 
payment of Rs. 90.46 lakhs, the regularisation of the 'bn. account' 
payments made under the 'contract' system during .j960-61 to 
1963-64 and the question of reimbursement of the amount paid as 
interest on Rs. 50 lakhs drawn from the State Bank of India as an 
overdraft guaranteed by Government, has not submitted its Re- 
2ort so far (January, 1968). , However, pending finalisation of the 
-report of the Settlement Committee, further 'on account' payments 
.aggregating Rs. 70 lakhs were made to the Institute making a total 
of Rs. 249.06 lakhs of 'on account' payments,upto March, 1967. 

Besides these 'on account' payments under the 'contract' system, 
grants-in-aid aggregating Rs. 263.87 lakhs were paid to the Insti- 
tute  during 1964-65 to 1966-67 for the work relating to the design- 
ing of National Sample Survey, tabulation of statistical data, pre- 
paration of reports, etc. In addition, a sum of Rs. 4.95 lakhs was 
paid to the Institute in respect of a certain item of work, which 
was in a semi-processed state at the time of termination of the 
contract arrangement on 31st March, 1964 Government had agreed 
to revert to the "grant-in-aid" system of payment from April, 
1964 only as a temporary egpedient till a realistic scheme based 
on proper norms was evolved. No definite scheme has, however, 
been formulated so far and the payment continues to be made to 
the Instit~$e without any correlation to, or a proper evaluation of, 
t he  work done bp it (January, 1968). 

The Review Committee, in their report submitted in Decem- 
ber, 1966, observed that after huge out-lays made over a period 



of a years, Government had not obtained timely data for planning 
and administrative purposes; that little use of the National Sample: 
Survey data appeared to have been made in any quarters includ- 
ing the Planning Commission; and that due to lack of co-ordina- 
tion between the National Sample Survey and the user organisa- 
tions like the Ministry of Food and Agriculture, Ministry of Labour 
and Employment, Department of Economic Mairs ,  Reserve Bank 
of India, etc., a good deal of data collected by the National Samgle 
Survey involved duplication and hence wastage of resources. "The 
conflicting figures of agricultural production published by the 
Ministry of Food and Agriculture and the National Sample Survey 
have given rise to severe criticism in a vital field and affected plan- 
ning in respect of both production and supply of Food." 

In view of these facts, the Review Committee recommended. 
certain drastic changes in the organisational structure of the Ins- 
titute. The decision of Government on this recommendation is. 
still awaited (January, 1968). 

[Paragraph No. 108, Audit Report (Civil), 1968.1 

2.1. A National Sample Survey Directorate was set up by the. 
Government of India in 1950 for collecting various socio-economic- 
data required for planning and other purposes by the Central and 
State Governments, Planning Commission and other organisations. 
The Indian Statistical Institute was then entrusted with the work 
of designing the surveys and schedules, processing the data col- 
lected by the National Sample Survey Directorate and preparing 
the ~eports .  In addition, the Institute was also entrusted with 
the work of collecting the survey data for West Bengal and the 
city of Bombay, the collection in respect of the rest of the areas 
in the country having been given to the National Sample Survey 
Directorate. 

2.2. According to the Review Committee which examined the 
working of the Institute, "the National Sample Survey Division 
of the Institute constitutes its biggest single sector in terms of 
financial outlay and manpower." It  "employs about 1,000 scienti- 
fic, technical and auxiliary staff; including the direct and imputed 
administrative and helping st&, the number would be about 
1,500."* The total expenditure incurred by the Institute, the ex- 

*Note give11 to the Study Group oi thc PAC which visited thc Institutr in 
September, 1969. 



penditure on this sector and the grants received from Government. 
are given below :- 

Year Total Ex.?e.lditurc: Ex-xnditure G-ants givea 
of the i s:itute on Natios-a1 by Gover. lme it 

Sam?le Survey 
- -- - -- - -- - - - - -- ---- 

(11. Lakhs of Rullees) 

2.3. Before 1959-60, Government paid the Institute advance 
annual grants on the basis of anticipated expenditure for its Na- 
tional Sample Survey work. From 1960-61, at the request of the 
Institute, the basis of sayment was changed to one of contract. This 
system remained in force till, at the Institute's request, it was dis- 
carded from 1st April, 1964, when the grants-in-aid system was 
revived. 

Commenting on the working of the contract system, the Public 
Accounts Committee made the following observations in  para 1 of 
their Twenty-Ninth Report (Third Lok Sabha) : 

"The Committee do not appreciate the manner in which the 
work had been entrusted to the Indian Statistical Ins- 
titute on a so-called 'contract basis' wherein neither 
the amount payable, nor the work to be done nor the 
time within which the work was to be completed were 
specified. Most of the essential requisites of a valid 
contract are thus missing. . . . . .The Committee strongly 
disapprove of the fact that the agreements specifying 
the amounts payable for the work entrusted to the 
Institute on 'contract basis' during the years 1960-61, 
1961-62 and 1962-63 are yet to be finalised. . . . . .The 
usual standard of care needed for spending the public 
funds and the basic safeguards against possible extra- 
vagance could not be ensured under this system of 
'contract basis'." 

"Similarly. in the case of 'on account' payments, it is not 
known to the Committee as to how the values of various 
items of work are determined and whether there are 
any arrangements to check and verify the work done 
by the Institute before 'on account' payments are made 
to the Institute. In the Committee's opinion this is an 



irregular practice especially in view of the fact that the 
data furnished by the Institute for evaluating the work 
have been inadequate." 

."This Institute has been in existence for the last 33 years 
and the Government had called upon it to take a lead- 
ing part in organising the National Sample Survey as 
early as 1950. This has bee.1 a long enough period both 
for the Government and thc Institute to have gained ex- 
perience and fix the basis for payment. It is indeed 
paradoxical that the Statistical Institute of all India 
importance on the one hand and the Central Statistical 

,organisation of the Union Government on the other 
hand failed to arrive at such a basis." 

2.4. The question of payments to the Indian Statistical Institute 
in respect of the work done by its National Sample Survey Divi- 
sion again came up before the Public Accounts Committee in 1966. 
The Committee noticed that the Institute had claimed a sum of 
Rs. 91 lakhs in respect of jobs undertaken by it on contract basis 
during 1960-61 to 1963-64 over and above 'on account' payments 
amounting to Rs. 179.06 lakhs already made to it for the same 
period. The Committee also found that a sum of Rs. 50 lakhs had 
been drawn by the Institute during the years 1961-62 to 1963-64 
from the State Bank of India on over-draft facilities which had 
been guaranteed by Government. The interest on the overdraft 
paid by the Institute amounted to Rs. 3.48 lakhs. It was stated by 
the  Cabinet Secretariat that the claim of the Institute for the addi- 
tional amount of Rs. 91 lakhs. the regularisation of the 'on account' 
payments and the question of reimbursement of the amount paid 
a s  interest on the overdraft facility were pending settlement with 
a three-man Settlement Committee since May, 1964. The Public 
Accounts Committee were not, however, satisfied with the position 
and in pa_ras 3.17 and 3.18 of their Fifty-Eighth Report (Third Lok 
Sabha) observed: 

"The Committee regret to note that although the Govern- 
ment is meeting nearly cent per cent expenditure of the 
Institute, yet it had no effective financial control over 
the 'Institute." 

"From the past performance of the Institute and the large 
amount of grants given 'to them by Government year 
after year, the Committee feel that the special treatment 
given to'the .Institute .by Government has not been fully 



justified. In the opinion of the Committee, the working 
of the Institute vis-a-vis the large amounts of grants-in- 
aid and other payments made to them (Rs. 6.13 crores 
.from 1958-59 to October, 1964) by Government leaves 
much to be desired." 

2.5. When the matter of payments to the Institute for National 
Sample Survey work again came up before the Committee in 
1967-68, they were informed that for the work done by the Insti- 
tute during the period 1960-61 to 1963-64, when the contract system 
was in force, further 'on account' payment amounting to Rs. 70 
lakhs had been made between arch, 1966 and March, 1967, in addi- 
tion to such payments aggregating Rs. 179.06 lakhs made in the 
past, pending settlement of the claims of the Institute by the three- 
man Settlement Committee. The Committee made the following 
abservations in this regard in para 1.69 of their Twenty-Fifth Re- 
*port (Fourth Lok Sabha) . 

"The Committee are constrained to note that though initially 
it was decided to entrust the work to the Institute on a 
contractual basis during the period 1960 to 1964, Gov- 
ernment were later forced to settle this claim on the 
basis of actual expenditure incurred and not upon the 
valuation of the work under any contractual arrange- 
ment. . . . The Committee feel that this is not a healthy 
financial practice and desire that Government should 
take steps to ensure that the work done by the Insti- 
tute is properly evaluated and the payments are ac- 
cordingly made for the services actually rendered." 

2.6. During evidence, the Committee were informed that the 
three-man Settlement Committee appointed to go into the claims 
of the Institute for the period 1960-61 to 1963-64 was unable to 
suggest any method of evaluating the work on the basis of output. 
Explaining the position, the Additional Secretary, Cabinet Secre- 
tariat stated: "On 11th May. 1964, the then Cabinet Secretary, the 
Honorary Statistical Adviser, Prof. Mnhalanobis and the Finance 
Secretary decided to go into the question. Thev appointed a Com- 
mittee consisting of the Adviser to the Planning Commission, the 
Director, Central Statistical Organisation and the Financial Ad- 
viser and Joint Secretary in the Ministry of Finance. They held 
a number of meetings but there was a divergence of views and 
they could not come to any agreement on calculating the cost of 
this work. Ultimately the matter was referred back to the Cabi- 
net Secretary and to the Finance Secretary. At that stage, Prof. 
Mahalanobis was again consulted. Finally, it was agreed after 



four years that the Cabinet Secretary in consultation with Finance 
Secretary would take the final decision." As a result, a settlement 
was made in March, 1968 by which the Institute qualified for a 
payment of Rs. 256.06 lakhs, inclusive of 'on account' payments 
previously made, as against Rs. 267.88 lakhs claimed by them, as 
shown below: 

Amount Amount 
calimed by recornmen- 

the ded by 
Institute N.S.S. 

Settlement 
Committee 

(Rs. in lakhs) 
Indirect expenditure . 63 '48 63-48 

&ect Expenditure 
(a) Development works 19-39 19.39 
b) Overtime allowance . 12-25 9'75* 
c) Leave Salary Contributions 11.32 2.00.~ 

Other items (total expenditure minus those 
mentioned above 163 -08 163 -08 

269 52 257' 70 -- 
Less payments received from other partics for 

work done for them. I -64 I -64 - 
267.88 256- 06 

2.7. Pointing out that the difference between what the Institute 
claimed and what it was held to be eligible for was only Rs. 11 lakhs, 
the Committee enquired why the matter took four years to settle. 
The Cabinet Secretary replied: "It took this time to find out what 
portion of the expenditure could be put on National Sample Survey 
work and what portion on other work. The accounting system main- 
tained by the Institute made this particularly difficult. There was 
no meeting point between the two sides and finally they decided 
--- ------ 

*The Institute will bc free to furnish further facts and figures in support of the 
amount claimed by it, and on the banis of that information the amount which has been 
reduced may be restored wholly or if1 part. 

**As the whole question is being I,.+olred into by a Leave Salary Claims Committee 
an ad hoc provision of Rs. 2.00 lakhs has been rccommcnded on the basis that during 
1959-60 the leave salary contributions were Rs. o. SO lakhs. 



a n  a certain for,mula that whatever was shown as expended will be 
accepted, except for certain items of work where the justification or 
legitimacy of the expenditure was questioned. . . . A large portion 
of the expenditure of Indian Statistical Institute. . . .was not iden- 
tified with any part of Indian Statistical Institute's work. About 
Rs. 30 l a b s  was general expenditure and this had to be distributed 
among the various sectors." 

2.8. The Committee pointed out that the payments related to a 
period when contracts were to be signed with the Institute for the 
work allotted to them and enquired why no contracts were signed. 
The Additional Secretary, Cabinet Secretariat stated: "We tried to 
sign contracts but no contract was signed because of the difficulty in 
settling the work." Elaborating, the Cabinet Secretary said "The 
National Sample Survey work was supposed to be a contract work 
with this body (the Institute) . . . . . . It was the intention that there 
,should be a contract scheme. In fact, we could not work the contract 
system. Therefore, we reverted to the grant system." The 
Committee pointed out that due to delay in making pay- 
ments for the work, the Institute was obliged to resort to 
overdraft arrangements with the State Bank on which an 
interest of Rs. 20 lakhs had to be paid. They enquired 
whether this situation could not have been avoided. The Joint Sec- 
~e ta ry ,  Finance, stated that it was the Institute which proposed the 
.contract system to Government. "It was the Institute which wanted 
this arrangement and it was not done at the suggestion of Govern- 
ment. They thought that by this arrangement, they would be able 
to make more profit whereas it proved to be the other way." Depos- 
ing on this point, the Cabinet Secretary told the Committee: "We 
have been giving 'on account'  payment.^ to this body on the basis of an 
accepted budget. They have never kept to a proper budget of funds 
available. They have also used funds for purchase of properties 
from various sources which run into a number of lakhs of rupees.. . . 
They have gone and spent more money than what we have been 
giving them with the result that they got into cer??in difficulties." 
The Committee pointed out that, having entrusted the worak to the 
Institute on contract basis, under which payments were to be made 
on delivery of end results, Government themselves went back on the 
arrangement and made interim payments on ad hoc basis. 'On 
account' payments were thus made in March, 1966 and March, 1967. 
These payments could well have been made earlier and payment of 
'interest by the Institute on the overdraft facilities thereby averted. 
The Joint Secretary, Finance replied: "That is a valid point. But 
it was a suggestion of the Institute under which it was done." The 



conhit tee note in this connection that the Review Committee, which 
examined the working of the Institute, also commented on the delay 
on the part of Government in making timely payments of grants to 
the Institute. In their Report, the Review Committee made the fol- 
lowing observations in this regard: 

"The Committee would like to add that the Government has an 
important part to play in stabilising the financial position of the In- 
stitute and assuring its further growth. The Institute must imme- 
diately have adequate funds to discharge its existing liabilities. The 
liabilities of the past must not become a drag on its proper function- 
ing in the future. The Committee has also noted that delay on the 
part of the Government in making payment of grants has added to 
the financial difficulties of the Institute. This becomes acute on the 
opening day of the financial year and the Committee recommends 
that on such occasions the Institute must be given funds to meet its 
liabilities of the previous month. The Committee further recom- 
mends that an amount equal to a quarter's expenditure should be 
paid in advance so that the Institute always has funds to meet com- 
mitted expenditure without need to incur debts. It is only through 
mutual understanding and cooperation between the Government and 
the Institute that the Institute will have financial stability and heal- 
thy growth." 

2.9. The Committee pointed out that the ultimate scheme for pay- 
ments to the Institute for National Sample Survey work for the 
period 1960-61 to 1963-64 was worked out by Government, after con- 
sulting Prof. Mahalanobis, who was in charge of the Institute. T h ~ y  
asked whether it was not strange that when Prof. Mahalonobis was 
in charge of the Institute he should have been consulted on matters 
of payments which had been the subject of "interminable disputes" 
between the Institute and Government. The representative of Gov- 
ernment stated: "This is a criticism made by the Special Review 
Committee 'also. I am merely summarising their view that Prof. 
Mahalanobis in his capacity as Secretary of the Indian Statistical 
Institute was more or less in charge of the National Sample Survey 
work. He was consulted in his capacity as Hon. Statistical Ad- 
viser to the Cabinet. The (Review) Committee said 'He was the 
giver and executor of the contract'." 

2.10. The Commttee enquired on what basis it was decided to 
reimburse to the Institute whatever expenditure was incurred as  
expenditure attributable to National Sample Survey work. The De- 
partment have stated in a note: 



'"As per its audited account the Institute had incurred expendittlre- 
amounting to Rs. 269.52 lakhs on its National Sample Survey sector 
during the years 1960-64. As against this, the Institute received' 
from Government an amount in the form of 'on account' payment 
totalling Rs. 179.96 lakhs. The claim of the Institute thus related 
to the gap between the expenditure and 'on account' payments re- 
ceived from Government which amounted to Rs. 90.46 lakhs. Accord- 
ing to the Institute out of this sum of Rs. 90.46 lakhs, about Rs. 62.36 
lakhs represented the expenditure incurred on semi-processed work 
or work held in the 'pipeline', as on 31st March, 1964, and the 
balance was claimed by the Institute as unadjusted excess expen- 
diture due to increase in price and volume on certain items of work. 
By way of emphasising their above claim, the Institute put forward 
the plea that the total value of work done at current prices worked 
out to Rs. 290 lakhs. The Committee decided to go into the details 
of the Institute's claim both from the value angle and the expen- 
diture angle." 

"The Committee proceeded to satisfy itself about the reasonable- 
ness of the claim of the Indian Statistical Institute from the p i n t  
of view of value of the work done and entrusted the technical e m -  
mination of the volumes of work done by the Indian Statistical' 
Institute and the valuation thereof to the Joint Director and the 
Deputy Director, C.S.O. It was, however, unable to satisfy itself 
about the reasonableness of the claim and value estimates furnished 
by the Indian Statistical Institute for the National Sample Survey 
work done by them at current price during the 4 years, 196n-61. to 
1963-64, for the following reasons: 

(i) The processing of the National Sample Survey data ccn- 
sists of different stages which can broadly be classifiec! 
into two categories. viz., output-based and time-based. In  
respect of the first category, fairly detailed records are 
maintained by the Institute which gave the volume of 
work involved in these stages of processing. In respect 
of the second category, the Institute is not maintaining any. 
usable records which will give similar information. As. 
such it was not possible to make any verification or inde-. 
pendent valuation of the work done. 

(ii) With regard to the output-based stages of processinp n.2. 
prepunching scrutiny, punching and verification and' 
machine tabulation, the C.S.O. attempted an independent 
valuation of work done in these three stages of proces- 
sing for 14th to 17th rounds of NSS, SSMI-8th round and 
Family Living Survey's Middle Class and Working Class, 



on the basis of records m a i n t a w  by the Institute for their 
volume and net time spent. While the Indian Statistical 
Institute's value estimates for the above work amounts 
to Rs. 122 lakhs, the value estimates arrived at  by the 
C.S.O. comes to Rs. 100 lakhs. 

.(iii) The Institute's method of valuation has not taken into 
account the actual time spent, record for which are evail- 
able, and is based on the physical output norm per unit of 
resource time spent, which is said to have been b e d  on 
past experience. It has not been possible to verify this 
contention of the Institute that their norm is based on 
past experience. 

~(iv) The value of semi-processed work or the value of work 
held in the 'pipeline' js defined as the total value of work 
done minus the value of deliveries made. The estimstes 
of value of the work held in the 9ipeline' are subject to 
the same limitations pointed out above." 

"In view of the above difficulties the Committee proceeded to exa- 
mine the claim of the Indian Statistical Institute on the basis of tne 
actual expenditure incurred by the Institute during these 4 years, an6 
after detailed examination of the actual expenditure incurred ir the 
National Sample Survey decided to finalise the claim on the basis of 
.actual expenditure less a sum of Rs. 11.82 lakhs on the following 
.two items : 

(i) Overtime allowance . . Rs. 2.50 lakbc 
(ii) Leave Salary Contribu.tion . . Rs. 9.32 [aihs 

Rs 11.82 lakhs 
- - -  

The Institute is to furnish further justificatjon before the reductirm~ 
indicated above are admitted wholly or partly by Govenumnt." 

2.11. The Committee drew the attention of the Cabinet Sxretsry 
to 'the fact that the Setlement Committee could come to no ~os;liire 
conclusion about the expenditure actually incurred by the Institute 
on the National Sample work, in view of the system of accounts 
maintained by the Institute. It was, therefore, decided by Govern. 
ment that the entire claim of the Institute except for certain por- 
tions relating to Overtime Allowance and leave salary shouhl k 
settled on 'expenditure incurred basis'. The Committee enquired 
%ow, in the circumstances, ~oven&&t could be sure that money 



spent by the Institute and reimbursed to them by Government was 
actually spent on the work. The Joint Secretary, Finance repiled: 
"There are various items, salaries and allowances. The iast i t~le  
employs some persons on the normal research training etc. The mair, 
di@culty was one of the allocating the expenditure." In rc?q  u s e  
to a question how Government could be suTe that the staii \.\'as in 
fact employed for the purpose for which the:; were paid, the Cal~lnet 
Secretary stated that the staff h2d been sane;-ioned on a basis ''accep- 
ted by the Statutory Committee which went into the matter on the 
basis of the broad work that has to be done." The Coim~iltee note 
in this respect that the Statutory Committee appointed by C;overn- 
ment under Section 8(1) of the Indian Statistical Institute Ar!, 
1959, to prepare the programme of work for the Institute ior 3968-69, 
made the following observations in their report on the staft em- 
ployed bv the Institute: 

"The Committee notes that in the Institute, the outlay on slaff 
engaged in research programmes presents more than 3/5ths of the 
total expenditure on the research programmts. The committee fur- 
ther notes that the porportion was about 2:'Yrds for a conslclrrable 
period. The Committee is info~med that in some institWorts. with 
somewhat similar activities as the Indian Statistical Institute, the 
.outlay on staff does not represent more than 50 per cent. ot the 
total expenditure. While npprcciating the dficulty in laying down 
any particular figure as an ideal porportion, since the functions and 
problems vary from one institution to another, the Comniiitee sug- 
gest that the Institute auhorities may make a comprehensive re- 
view of the position and see i f  the proportion can be reduceu in view 
of increasing use of computer facilities." 

2.13. The Committee drew the attention of the Cabinet Secretary 
to the fact that Government w:~s represented on the Council of the 
Institute by three representatives. They cotild have scrutlnisac' the 
expenditure of the Institute and ensured that moneys were properly 
spent and proper accounting done. The Committee enquired ncw 
many meetings of the Council were held frcm time to time, In hew 
many the Government representatives participated and with what 
result. The Joint Secretary. Finance informed the Comrnittez that 
it was left to thc discretion of the Government nominees to attnnd or 
not to attend the meetings. depending on the matters coming up for 
d~scusslon In these meetings. The meetings were generally held 
once in a quarter. There was also "no hard and fast rule" cn whe- 
ther the Government nominees should report to Government after 
attending the meetings. Summing up, the Cabinet Secretary stated: 
'"What we can do is to have another look at the attendance of these 
3iOO (Aii) IS-3. 



people and if there is any slackness on their part to set right the 
deficiency." 

2.13. Taking up the question of grants paid to the Institute with 
effect from 1st April, 1964, under the grant-in-aid system, the Com- 
mittee enquired what procedure had been evolved to ensure thzt the 
actual performance of the Institute was commensurate with the 
grants paid. The Committee also pointed out that the grant-in-aid 
system was evolved as a temporary expedient till a realistic scheme 
could be worked out and enquired what arrangements had been evol- 
ved in this respect. The Committee were informed that "The quan- 
tum of grant-in-aid sanctioned to the Institute is based on 1 . k  re- 
commendations of the Statutory Committee appointed under Section 
8(1) of the IS1 Act, 1959. The Statutory Committee makes j l s  re- 
commendations regarding the grant payable to the Institute on the 
basis of the programme of work entrusted to the Institute and the 
resources available with the Institute to undertake the same. 'The 
Institute is required to furnish quarterly statements of the progress 
of the work. These are being obtained and examined by the Central 
Statistical Organisation. A close watch is thus being kept on the 
performance of the Institute." On the question of evolving an alter- 
native scheme. the position was explained in the following terms: 

"When it was decided to revert to the system of grant-in-aid for 
National Sample Survey work, it was thought that this arrange- 
ment would be for a short period till an alternative method for proper 
evaluation of the work was evolved. Meanwhile, it was suggested 
by the Ministry of Finance that as an immediate step, the Staff Ins- 
pection Unit of that Ministry should carrv out the work-study of the 
National Sample Survey sector in order to suggest economy mea- 
sures, rationalisation of procedure and personnel and improvement 
in the accounting system. On further examination, it was found 
that the Staff Inspection Unit was not organised to carry out a ful- 
fledged study and would be in a position to carry out only work mca- 
surement studies, ie., assessment of staff requirement in relation t~ 
the workload on existing methods and procedures. The Staff Ins- 
pection Unit included the study of the National Sample Survey sector 
in its programme of work and commenced functioning in August, 
1965, first in Delhi centre from where it was able to collect some in- 
formation. As the main work of this assignment was at  Calcutta, 
discussions were held with the omcials of the Institute in January, 
1966 and a proforma was handed over to them for completiorl by the 
middle of February, 1966. By April, 1966, some information was 
supplied by the Institute and the Staff Inspection Unit reported in 



September, 1966 that either the Indian Statistical Institute was un- 
able to furnish some of the data required by the Staff Inspection Unit 
or that some of the data furnished by the Institute was not in  the 
form required by them and as a result, the Unit had not been able 
to finish the work as per their programme. meanwhile, the Govern- 
ment had also appointed in February, 1966, a Review Committee a d  
of the terms of reference of this Review Committee was to advise as 
to whether any changes were necessary in the manner and degree 
of association of the Institute with the work of the National Sample 
Survey. I t  was felt that it was not necessary for the Staff Inspec- 
tion Unit to continue their studies till the report of the Review Com- 
mittee was received and the Government took a decision in the 
matter. Accordingly, the Staff Inspection Unit was asked in Decem- 
ber, 1966 to postpone its study of the National Sample Survey sector 
until the submission of the report by the Review Committee and the 
Government's decision in its recommendation." 

2.14. The Committee pointed out that when the regular repre- 
sentatives of Government on the Council of the Institute were not 
themselves able to go into the details of working of the Institute, a 
Statutory Committee appointed once in a year could do it even less. 
The Committee in this connection drew attention to the observations 
of the Review Committee that the Statutory Committee appointed 
annually under Section 8(1) of the Act gave their findings "long 
after" the commencement of the year. The Cabinet Secretary stated: 
"These Committees should normally go into the budget before the 
year. Though they are appointed well before, what happens is that 
they never give their reports before we could put it in the budget. 
T h e  report.: come after we have provided the money. Then some 
adjustments are made in the supplementary demands." 

2.15. Coming to the question of use of the shtistics tabulated by 
the Institute under the National Sample Survey, the Committee en- 
quired whether they were being utilised. In this connection they 
drew the attention of the Cabinet Secretary to the following obser- 
vations of the Review Committee: 

"After discussions with a large number of experts, statisticians, 
economists, scientists and administrators, the Committee is convinced 
of the need to reorganise the National Sample Survey work and the 
Institute's association with it. The Institute is basically a scientific 
organisation and should not become involved in large-scale routine 
operations to the detriment of its more important work in teaching 
and fundamental and applied research. After huge outlays made 
over a period of years, the Government has not obtained timely data 



for planning and administrative purposes. Even under ideal con- 
ditions, the Institute would, according to the experts of its National 
Sample Survey Division, take not less than 27 months from the 
close of a round to publish the report relating to the round. In other 
countries, reports relating to a round are made available within twelve 
months and urgent data even within -a few weeks or months. If the 
results of a survey are available after several years, their utility is 
greatly reduced. It  appears that little use of National Sample Survey 
data has been made in any quarters including the Planning Com- 
mission.'' 

"Delay in the processing of data is not the only criticism of the 
National Sample Survey work. Before the establishment of the 
National Sample Survey. a large volume of statistics was being col- 
lected through normal administrative machinery by user organjsa- 
tions like the Ministry of Food and Agriculture, the Ministry of 
Labour and employment, the Department of Economic Affairs, the 
Reserve Bank. etc. This information has, for convenience, been 
described as administrative statistics. It has been represented to 
the Committee that a good deal of data collected by the National 
Sample Survey involves duplication and hence waste of resources. . .." 

"Eal-1it.r. the Institute had done excellent work in the theory and 
applied technique of large-scale sample surveys and had conducted 
high-level research in the field of sampling. After its involvcment 
with the National Sample Survey, this work which gave such high 
reputation to the Institute has been neglected and has now b e c ~ m e  
its weakest spot. The Government is also not free from blame in 
the matter. There has been no clear concept regarding the aims and 
objects of the National Sample Survey work. The conflict between 
administrative statistics and National Sample Survey statistics has 
not been resolved." 

2.16. Explaining the position, the Cabinet Secretary stated: "The 
reference to non-utilisation of data mag relate to one particular data. 
Some of them have been delayed with the result that their utility 
has been lost. . . . . . I t  is mainly on the food estimates, crop esti- 
mates and special samples that were done by National Sample Survey 
that there have been differences of opinion among the experts about 
the utility of these things. Basically the National Sample Survey 
sampling has two variables, area and yield; the method that is fol- 
lowed in the Department (in collecting administrative -statistics) is 
that the area is accepted from field reporting and the yield is sam- 
pled. . . . . .The basic problem was that the two estimates did not 



~ l y ;  at  one time there was as much as 35 per cent. difference bet- 
ween the two and gradually i t  has come down now to 12 or 13 per 
cent.. . . . .We have found out the basic defects and we are trying to 
improve the system. We appointed another Committee, the Pendhar- 
kar Committee to tell us what types of surveys have to be done. 
It has gone into it and has told us what are the surveys that have to 
be done and what should be the periodicity of the surveys. . . . . . We 
have now decided-this is the final view that has been taken by 
the experts-that we should follow the present method of area re- 
porting and yield sampling, and also have an interpenetrating sample 
of both area and yield." In reply to a question. the Cabinet Sccre- 
tary stated: "As to the data furnished by the States also ('adminis- 
trative statistics') we do not accept it as completely correct." Es- 
plaining further, the Director, Central Statistical Organisation told 
the Committee: "An important point that has been made recently is 
that all is not well with the area statistics which are compiled by 
the patwaris.. . . . . In fact, we have experienced that even the arith- 
metical compilation done by the patwaris at  various levels is sub- 
ject to errors. Our approach is to improve the existing official system 
through supervision." 

2.17. The Committee note that the large difference between the 
National Sample Survey series of crop estimates and official series 
of crop estimates was the subect of consideration by the Planning 
Commission from time to time. In January. 1963, a Technical Con?- 
mittee on Crop Estimates was set up to evaluate the two series. The 
Committee was constituted of representatives of the Planning Com- 
mission, the Department of Agriculture and Indnn Statistical I~lsti- 
tuw and reported in August, 1967. The Committee's concl~sions 
after evaluation of the two series of estimates were summed up as 
foIlows: 

"There were several instances of trends in opposite directib; 
and also widely divergent trends i n  the same direction 
between the two series. An attempt has been made to 
relate these differences in trends with available evidence 
regarding weather and crop conditions.. . . An analysis of 
the weather and crop conditions tends to show that they 
were more in accord with the trends observed in the 
official series of crop area and production rather than 
those revealed by the National Sample Survey series. 
Similarly, the quantum of per capita availability of food- 
grains and its annual variation over the period, according 
to the official series, appear to be in general conformity 



with the other evidence on the availability of foodgrains 
independently."* 

The Committee's recommendation, inter alki were: 

"In the view of the Committee, it is important that aU possible 
measures should be taken to improve the quality and time- 
liness of official series of crop statistics, as no other series 
can ever completely replace the official series, Apart from 
careful scrutiny of the procedures of compilation and esti- 
mation, and securing as far as possible uniformity in con- 
cepts and definitions for inter-State comparability, it is 
necessary to provide for a fairly intensive supervisorY check 
over the primary field work in regard to both area and 
yield estimates. The normal departmental supervision 
should be strengthened for this purpose. In order 
to ensure objectivity, it should be supplemented by 
supervision based on a probability sampling, both of field 
enumeration and compilation procedures, with the help of 
higher levels of departmental staff (at least at two levels 
higher than the level of the primary agency). Such super- 
vision will provide the necessary authority for taking cor- 
rective measure as well as provide a quality check. There 
should be a concurrent sample check by a Central agency 
on a sufficiently large scale to provide estimates of crop 
area and production at the State and all-India levels for 
administrative and policy requirements of Government of 
India." 

"Members of the Committee except the representatives from 
the Indian Statistical Institute consider thaT once the above 
proposal is accepted and implemented, there will be no 
need for mntfnuing the present National Sample Survey 
series of crop estimates. The National Sample Survey 
staff which have considerable experience of sample surveys 
in the field of land utilisation and crop cutting could as 
well be utilised for the Central Sample check Until the 
sample, check is established, the National Sample Survey 
series may continue during the transitional period which 
should be kept to the minimum." 

2.18. Taking up the question of delay in compilation of National 
Sample Survey data, the Committee asked for a note from Govern- 
ment about the time-lag between the scrutiny and processing of data, 

*The mresentative of India on .Statistical Institute expressed reservation on this 
condltlon as he did not have Pdequate trme to examine it. 



the preparation of reports by the Institute and its approval by Gov- 
ernment. From a note'prepared by the Institute*, the following 
position on the foregoing points emerges: 

"The figure of 27 months required for the processing of One round 
of National Sample Survey data and report writing is based on the 
present comp~sition of resources available in the Institute and the 
volume of tabulations envisaged in the recent past on data collected 
jn one round of the survey. I t  may be mentioned that time require- 
ments for certain phases of the work (e.g., scrutiny and despatch of 
the full lot of filled-in schedules and comments and observations 
by the Central Statistical Organisation and other Governmental 
bodies on the draft reports) are not under the control of the Indian 
Statiscal Institute. Moreover all phases of the processing work can- 
not be completed simultaneously. The processing of the data is 
done, firstly by scrutinising the schedules filled in by field investiga- 
tors; secondly, by punching the data on cards; and thirdly, by tabu- 
lating with the help of tabulating machines. The final check on the 
tables thus produced (followed by such reworking as necessary) 
and writing of the reports on the basis of these (revised) tables is 
done by the statisticians. It  is obvious that, given a certain fixed 
strength of the above resources and given a certain volume of tabu. 
lations, the time for processing and report writing can be more or 
jess accurately determined assuming that the filled-in schedules are 
of good quality. The proper way to look at the problems would be 
to stipulate the maximum time period which should not be exceeded 
and then augment the resources accordingly. It is doubtless true 
that within the given resources also some marginal reduction in the 
total time requirements may be made by some suitable reorganisa- 
tion of the complex processing system alongwith a steady flow of 
work by the employees. But a substantial reduction is possible only 
by the augmentation of resources of the existing type or by the use 
of an electronic computer as an added instrument of proce,csing." 

"Since (1957) the Fisher Committee made the recommendation 
regarding the provision of an electronic computer to the Indian 
Statistical Institute, the Institute had made many requests to the 
Government over a number of years for the implementation of this 
suggestion. However, for some reason, the Government has never 
agreed to give an electronic computer to the Indian Statistical 
Institute, the statistical institute of 'national importance' as dec- 
lared by the Parliament although computers have been given to 
many other institutions of research and higher ducation in this 
country. It may be mentioned that the Review Committee in its 

.--. . 
*Note givcn to the scud? Group of FAC which visited the Institute in Septmber. 

1968. 



report has recommended that an electronic computer be given to 
the Institute and the Government. has only now, more than 10 
years after the Fisher Committee's recommendation, provided the 
Institute with such a computer to be purchased at low cost." 

"There is usually a large delay in the pu.blication of results 
even after the In'dian Statistical lnstitute submits National Sample 
Survey's reports to Government. This is mainly due to the delay 
in the examination of these reports at the Government end, and 
also in the printing of the reports, which task has now been taken- 
over by Government. Speed in this process can therefore be achie- 
ved mainly by hastening up the corresponding work at the Gov- 
ernment level." 

2.19. A review of the anntial rcporls of the Institute. discloses 
that the reports of surveys printed during the year 1966-67 relateti 
to the surveys conducted in the 11th. 12th. 14th. 15th, 16th. 17th 
and 18th Rounds. The l l t i l  and 12til Rounds ~o \~ t . i ' ed  the periods 
August, 1956 to A u p s t .  1957. while thc 18th roun'cl related to the 
period July. 1962 to June. 1963. 

2.20. Pomting out that there were "heavy :urear; reiat~ng t o  
National Sample Survey work in the Inst~tut ", the Conlmittee 
asked whether. as suggested by the Review Committee. a decision 
had lwen  taken which part of the arrears shuuid bc completed and 
whl-1: ]>art !eft to be tackled by the new organisation contemplated 
by the Review- Comrnittec. Thv Dcparlmcnt have stated in  a 
note: "The Review Committee's recommendation in regard 1 (: rc 
0rganisati:)n of National Sample Survey raises many complex tuctl- 
nical. ridministrative and organisational issues. A 'decision on the 
recommendation 11-111 therefore still take some time." 

2.21. The Committee pointed out to the representatives of the  
Cabinet Secretariat that with a vieiv to avoiding duplication. the 
Review Commjttee had suggested in their Report that "the ontire 
National Sample Sun-ey work consisting of designing. data col- 
lection, prmessing and interpretation should bc brought under one 
unified control. This work except for the State c ~ f  N7est Bengal, 
should be entrusted to a new autonomous organisation under the 
Government which woulrd take over the existing work both in the 
Institute and the National Sample Survey Directorate." The Cabi- 
net Secretary stated that a decision on this recommendation of the 
Review Committee was still to be taken. "Some discussion". 
he added "are going on the q~rmt im of splitting up of 



National Sample Survey-what should be given over to the Depart- 
ment of Statistics and what shoulti be left with them (the Insti- 
tute)". The Institute appointed their own Committee, the Desh- 
mukh Committee "the report of which was gone into by the middle 
of 1968." When the Committee pointed out that the Review Com- 
mittee had reported in 1966 and yet no decision had been taken on 
the future set up of National Sample Survey, tht representative of 
Government replid: "We are sorry there is delay." 

2.22. The Committee are at a loss to understand how Government 
could year after year make substantial payments to the Institute 
for National Sample Survey work without any evaluation of the 
work done and the cost at which it was done. The quantum of such 
payments for work relating to the period 190-61 to 1963-64 was 
Rs. 256 lakhs. The work was to be done on a contract basis and 
payments were to be made against actual deliveries. No contract 
was, however, signed. In the absence of any agreement about the 
manner in which payments were to be regulated, Government felt 
constrained to make payments from time to time on an ad-hoe basis. 
Even then. payments were delayed with the result that the Institute 
was obliged to borrow considerable funds from hanks. the interest 
charges of which were ultimately borne by the public exchequer. 
A three-man Committee was constituted in March, 1964. to assess 
the cost of the Institute's work on the National Sample Survey but 
even after lour years an agreenient could not be reached and Gov- 
ernment had to resort to the expedient of paging the Institute what- 
ever was asked for. cscept for a sniall amount of Rs. 11 lakhs which 
was disallowed. Even this is apparently not final and the way has 
been left open for the Institltte to claim what has been disallowed. 

2.23. The Committee cannot resist the impression that the settle- 
ment made with the Institute was not in  the best interests of the  
public exchequer. Government have stated that whatever was 
shown by the Institute wa5 accepted because the system of accounts 
maintained by the Institute made identification of the expenditure 
incurred on the scheme difficult. The Committee fail to understand 
why the Government's representatives an the Council of the Insti- 
tute including that of the Ministry of Finance could not have had 
the deficiency in the accounts rectified or checked effectively the 
Institute's outlay on staff which varied from two-thirds to three- 
fifths of the total expenditure. 

2.24. It should not cause surprise if the extraordinary latitude over 
s number of years that has been extended to this Institute were 
described as nothing short of gross irresponsibility. 



2.25. What the Committee find even harder to accept is the fact 
pointed out by the Review Committee that "after huge outlays made 
over a period of years, the Government has not obtained timely data 
for planning and administrative purposes." The Institute "takes not 
less than 27 months from the close of a round of survey to publish 
the report" though, in other countries, "reports relating to a round 
are made available within twelve months and urgent data even 
within a few weeks or months." Even this period of 27, months 
is apparently not often achieved. A review of the annal report 
published by the Institute in 1966-67 shows that the latest report 
published in that year related to the 18th round, which covered the 
period July, 1962 to June, 1963 and the oldest report to the 11th and 
12th rounds of survey, which took place as early as August, 1956- 
August, 1957. If the reports are thus delayed, "their utility", as 
pointed out by the Review Committee." is greatly reduced." The 
Committee note that, apart from the Institute, Government them- 
selves have a share of responsibility for this state of affairs. The 
examination of Reports submitted by the Institute to Government 
for clearance has been taking time. Besides, Government could 
have helped the Institute to process the data speedily by providing 
them with a computer. This was in fact recommended by the 
Fisher Committee as early as 1957 but it took over ten years for 
the conmuter to be sanctioned and installed. 

2.26. Another important aspect of the National Sample Survey 
work done by the Institute, to which the Committee would like to 
draw attention, is what the Review Committee have characterised 
as the "doubtful utility" of the statistics prodwced by the Survey. 
The Government's representative admitted during evidence that the 
statistics produced by the Institute relating to crop estimates and 
food estimates were at variance with official statistics and 
were not being utilised by Government. A Technical Com- 
mittee appointed by the Planning Commission which reported 
in 1967 found official statistics of crop estimates "to be in general 
conformity with the evidence on the availability of food-grains" 
rather than the National Sample Survey statistics. This Technical 
Committee also took the view that "no other series can ever com- 
pletely replace the official series" and recommended that there was 
"no need for continuing the present National Sample Survey series 
of crop estimates", a view substantially taken earlier in 1966 by 
the Review Committee, when it recommended that the entire work 
relating to the National Sample Survey consistiq of design, data 
collection, prodessing and interpretation should be removed from 
the Statistical Institute (except for the State of West Bengal) and 
brought under unified control. It is strange that, though over two 



years have passed since this recommendation was made, it  still con- 
tinues to be d e r  Govermmaent's consideration. The Committee note 
that Government are themselves conscious of the delay that has 
.occurred in the matter. 

227. The collection and tabulation of operational statistics is not 
the function of an institution like the Indian Statistical Institute. 
As the Review Committee have very appropriately pointed out: "The 
Institute is basically a scientific organisation and should not become 
involved in large-scale routine operations to the detriment of its 
more important work in teaching and fundamental and applied 
research." The Committee hope that, in view of this position, Gov- 
ernment will take immediate steps to have the National Sample 
Survey work taken out of the purview of the Institute and entrust 
it to an organisation constituted on the lines recommended by the 
the Review Committee. 

2.28. An immediate decision is also called for on the question as to 
what extent "the heavy arrears" relating to National Sample Survey 
work with the Institute need be completed by them, so that (as 
pointed out by the Review Committee. "time and money need not 
be wasted on completing the whole of the work." The Committee 
desire that, pending a decision on the future set-up for National 
Sample Survey work. Govcrmnent should ensure that the cost of 
the work done by the Institute is reasonable and i~ properly account- 
ed for. 'Y 



CHAPTER I11 

SCHEME FOR MANUFACTURE OF CALCULATING MACHINES. 

Infruc tuous expenditure 

Audit Paragraph 

3. Equipment of the value of Rs. 32 lakhs. received by Government 
as gift from a foreign country during December, 1955 to December, 
1958 was given to the Institute which was contemplating manufacture 
of calculating machines in  its workshop with the aid of this equip- 
ment. In 1960. Government ohser\~ed that according to the Societies 
Registration Act, the Institute was not authoriscd to undertake this 
activity. In December. 196" a separate company "Sankhya Yantra 
(Private) Ltd." was. therefore, formed for undertaking the produc- 
tion of calculating machines. Before transferring the assets to this 
company. Government asked the Institute in July, 1963 to furnish a 
detailed project report regarding the proposed manufacturing ren- 
ture. On considering the project report submitted to Government 
in April, 1965, it was felt that the sci~eme mas likely to end up in 
heavv losses due to "mounting costs, lack of  entrepreneurship and 
the business management in the promoters and absence of any 
foreign collaboration". Government. therefore. decided in Novem- 
ber. 1966 to discontinue finnncial assistance to The Institute for this 
scheme from 1st April. 1966. Et7entually. the equipment was trans- 
ferred in November. 1966 to the Garden Reach Workshop, Calcutta 
(a Government of India Undertaking). The terms and conditions 
of transfer have not been finalised so far. 

The Cabinet Secretariat has st.ated that some of the equipment 
has been put to proper use at the Garden Reach Workshop and t h e  
rest of it is in the process of being utilised (February, 1968). 

During the period December. 1955 to March, 1966 an expenditure 
of Rs. 48.93 lakhs was incurred out of which a sum of Rs. 41.64 
lakhs was reimbursed by Government by way of grant-in-aid. From 
1956-57 to 1961-62, the grant (Rs. 14.87 lakhs) was primarily for 
maintenance purposes; and, thereafter. it was s tqped  up to accom- 
modate promotional and development expenditure. Since, however, 



no regular activity for manufacturing the calculating machines was 
undertaken, 82 out of the total of 120 crates containing this heavy 
,equipment, had been lying unopened (the remaining equipment hav- 
ing been utiljsed for production of some desk calculators and tools 
for departmental purposes). The expenditure of Rs. 48.93 lakhs, 
therefore, proved largely infructuous. 

On Government's decision to discontinue grants from 1st April, 
3966, the Institute served notices of termination on the workshop 
staff from 1st July, 1966. Before serving thesc notices, Govern- 
mtfnt's specific approval for winding up the workshop was not ob- 
tained by the Institute, as required under the Indian Statistical In- 
sti!utc Act. 1959. As a result, on appeals being filed by the employ- 
ees. tht. High Court impugned the termination order as illegal. Sub- 
sequently, after obtaining the Government's approval for the wind- 
ing up of the workshop in October. 1966, the Institute t ransferrd 
most of thc members of its staff to the Garden Reach Workshop. 

The expenditure on the Institute's workshop during 1966-67 (in- 
cluding the infructuous expenditure of Rs. 1.70 lakhs on the pay 
and allowances of staff) amounted to Rs. 4-30 lakhs. Out of this ex- 
penditure to the extent of Rs. 2:68 lakhs was allowed to be met out 
of savings from grants given for other purposes e.g.. National Sam- 
ple Survey work. etc., notwithstanding the fact that in November, 
1965 Government had decided not to give further assistance for this 
work from 1st April, 1966. 

(Pnragmph No. 108. Audit Report (Civil), 1968.) 

3.1. The scheme for manufacture of calculating machines was 
mooted b\. the Institute under the following circumstances*: 

"A delegation from the Institute \.isited USSR in July, 1954 to 
discuss with Sovict authorities the possibility of technical assistance 
and equipment beinq made available for the Institute for the design 
and cwnstruction of computers and precision instruments. A team 
of Soviet experts visited the Institute in November-December. 1954 
to assess possibilities. and a British expert came to the Institute 
from United Nations and in his report of 24th January, 1955 men- 
tioned that the production of prototype desk calculators with mea- 
gre resources was a creditable achievement." 

"At this stilgt arrangement was made by the Government of 
India to secure. through the United Nations Technical Assistance 
.4drninist ration (UNTAA) . a great deal of Russian equipment for 
the Institute. The equipment started arriving in the Institute from 

- - . - - 

+Not f u ~ n ~ s h r d  tv rhc I.S.I. to the Stud\ Group of PAC dnlinz thclr tour in  
Scrir~.mbc~.  1969. 



December, 1955 and the last consignment was received in Decem- 
ber, 1958." 

3.2. The Committee drew the attention of the Cabinet Secretariat 
to the fact that the gift equipment was received by the Institute 
between December, 1955 and December, 1958. They enquired why 
there was a delay extending over several years in putting the equip- 
ment to use. The Cabinet Secretary stated that the equipment was 
"brought to the Institute to be used for research purposes" and that 
there was an embargo from the United Nations on the utilisation of 
the equi2ment for commercial purposes. The embargo on commer- 
cial utilisation was removed "only in 1960." The Committee drew 
the attention of the witness to the following position brought out in 
a note furnished by the Institute to the Study Group of the Public 
Accounts Committte: - 

"From the very beginning, that is? from the time of the discus- 
sion in Moscow in 1954, the intention has been to use the equipment 
for the protiuction of calculating machines and precision instru- 
ments." 

3.3. The Committee enquired whether this did not clearly estab- 
lish that the equipment was meant only for commercial exp1oitatio;l. 
The Cabinet Secretary replied: "The U.N. Technical Aid was given 
for certain purposes. Whatever may be the understanding at the 
time of negotiations, we were bound by the rules". In response to 
a question whether a considered decision was taken at the time 
the equipment was received whether the-Institute should go 
in for commercial production. it has been stat& by the Cabincbt 
Secretariat in a note: "Before negotiations were taken up with the 
United Nations Technical Assistance Administration a decision had 
been taken that the equipment in question would he loaned to the 
Indian Statistical Institute. The question of commercial manufac- 
ture of calculating machines was not considered by Government at 
that time. Thc case was processed on the basis that the equipment 
would he used by the Indian Statistical Institute for initiating an 
active programme of de\dopment on the design and construction ctf 
both conventional and electronic computing and measuring machines 
of precision." The Committee enquired why, if the c.quipmcnt was 
brought to the Institute for purpose of research, 82 out of 120 crates 
in which the gift equipment was received were not even opcncd by 
the Institute. The representative of Government elucidated that 
unopened crates contained equipment "for manufacture of various 
spxialised instruments and machinery", though he added he 
"wouldn't be categorical about that." Elaborating the position, he 
stated: "Manufacture for research as against manufacture for com- 
mercial use is different. After all, these are manufacturing cquip- 
ments and. . . . (the Institute) had done something in that line." 



The Committee asked whether it was Government's view that the 
equipment was meant for manufacture of calculating machines and 
precision instruments only for the Institute's use and not for com- 
mercial use. The representative of Government replied: "It can be 
either." When it was pointed out that in that case there couM have 
been no limitation on the use of equipment for commercial purposes, 
the witness stated: "The limitation is that for their (Institute's) use, 
they could have done it without clearance (from U.N.); but for 
something else, we had to get the clearance. That is the slight 
difference." 

3.4. From a note furnished by the Cabinet Secretariat, the Ccm- 
mittee observe that after the delegation visited USSR in July, 1951 
to discuss matters in r egad  to machinery and equipments to be 
made available to the Institute, the Director of the Institute addres- 
sed Government in August, 1954 to move the UNTAA authorities 
for making the equipment available. In his letter to Government, 
the Director had specifically stated that the equipment was being 
asked for "with the object of initiating an active programme of 
development on the design and construction of both conventional 
and clectronic computing and measuring machines of ?recision." In 
a note which the Institute subsequently submitted to Government 
in October, 1958 about the proposed utilisation of the machines, the 
position was further explained as follows: "At the end of December. 
1954, at the instance of thc UNTAA, Dr. D. W. Davies came to the 
Institute and examined the position and submitted a report to 
UNTAA on 24th January. 1955.. . . . . He mentioned that the Insti- 
tute might produce about 200 desk calculators per year against about 
3.000 imported into India at that time. Though Dr. Davies did not 
feel that the Institute could reach such a prdduction target, the fact 
that these discussions took place even before the UNTAA authori- 
ties had agreed to the giving of these machine tools to the Institute 
indicates that the idea of production of calculating machines and 
ollcr equipment was in contemplation from the very beginning. The 
same point was mentioned in a number of subsequent d i scuss iu~~  
and corrcspondence." 

-- - 
3.5. Taking note of the fact that the Institute took a large mea- 

sure of initiative in negotiating for the equipment, the Committee 
asked whether this was in accordance with the recognised practice 
to be followed in such matters. Government have s t t e d  in a note 
that the negotiations for the supply of the equipment originated 
with the action taken by the Institute, but "the subsequent negotia- 
tions with the UNTAA were carried out with the UNTAA by Gotv- 
ernment itself according to the usual practice." 



3.6. The Committee asked why, if there was an  embargo on com- 
mercial exploitation of the equipment till 1960, the equipment was 
at all handetl over to the Institute. The witness stated: "We were 
corresponding at that time for the clearance of the embargo." He 
added: "It (the equipment) was the property of Government and 
i t  had to be handed over to the technical people. . . . . . At that time 
there was an intention of manufacture and the manufacture was to 
have been 'done by this Institute; we were going in for the clearance. 
In 1960 we took the view that they (the Institute) will be in  a posi- 
tion to do tha t . .  . . . . Somebody had to keep the equipment and 
they kept i t  in their possession." Explaining the basis of Govern- 
ment's view that the lnstitute was competent to undertake manu- 
facture. the witness pointed out that the Institute had done "pioneer- 
ing work" in this field. Thev desigilc'd and produced, all by them- 
selves, the first electronic computer in 1953. Then a prototype of 
a desk calculator was made in 1954, followed by a magnetic drum 
and electronic equipment and accessories for electronic computers 
in 1955. In 1958 a high speed electro-magnetic punch card sorter 
was designed. The Institute therefore had "a large bodv of t e c h ~ i -  
cally skilled staG" c;?pable of undertaking the enterprise. 

3.7. The Committee enquired when the question of removing the 
embargo on utilisation of the equipment for commercial productinn 
was taken up by Government and why a decision in this regard took 
so much time. In a note on this point, i t h a s  been stated: 

"On the 30th August, 1956, the Resident Representative of Unitrd 
Nations Technical Assistance Boarti, New Delhi, informed the Min- 
istry of Finance (Department of Economic Affairs) that he hoped 
a use could be found for the UNTAA equipment which would not 
result in a commercial type production plant and that manufacture 
could be held to equipment ancillary to the IS1 work which would 
not result in patent litigation. This was commu~icated to the Indian 
Statistical Institute in Ocober. 1956." 

"In March. 1959, Prof. Mahalanobis informed the Cabinet Secre- 
tariat that there was a good deal of surplus capacity which co~lld 
he utilised to produce calculating machines and measuring and other 
instruments and equipment and that there were also good possibili- 
ties for the production of calculators and other scientific equipmrnt 
by using the machine tools." 

"The Indian Statistical Institute was reminded in April. I959 of 
the  restrictions on setting up a commercial type production plant 
a n d  was reqwsted to confirm that the equipment was not being used 



directly or indirectly for commercial purposes. The matter was also 
taken up with the Department of Economic AfFairs who in turn took 
it up with the Resident Representative of the UNTAB in New 
Delhi. In May, 1959, the latter confirmed that the equipment should 
only be used for the normal purposes of the Institute, including 
suitable commercial contracts undertaken by the Institute, but not 
for such purposes as the manufacture of calculating machines for 
commercial sale." 

"In October, 1959, a report was received from the IS1 in which 
i t  was stated that the use of the surplus capacity of the UNTAA 
equipment for the production of calculators, scientific instruments, 
tools, equipment and replacement parts etc. for the use of other In- 
stitutions and agencies could not be considered as being 'commercial' 
because the Institute, having been registered under Act XXI of 1960, 
was by its Constitution debarred from distributing any profits. The 
Institute felt that it could undertake production work to promote 
the advancement of science and technology in India by making 
available calculating machines and precision instruments to scienti- 
fic and educational institutions, Government agencies, public and 
non-profit distributing enterprises and, in special cases, private en- 
terprises doing work of national importance. In the Institute's view 
it should recover costs including over-heads and depreciation for 
such services with suitable provision for development work but 
need not make any 'commercial profits'. The Institute accordingly 
felt that using the UNTAA machine tools in the above manner would 
be entirely consistent with the purposes for which the machine 
tools had been placetl at its disposal." 

"In November, 1959, the Cabinet Secretariat requested the Min- 
istry of Finance (Department of Economic Affairs) to take up this 
matter with the UNTAB. The title to the equipment was transferred 
unconditionally by the United Nations to the Government of India 
in January. 1960." 

"It would be observed from the above that it was in March, 1959 
that the IS1 made the suggestion that the surplus capacity of the 
equipment should be utilisetl for producing calculating machines, 
measuring and other instruments and scientific equipment. The 
matter was taken up with the Resident Representative of the United 
Nations Technical Assistance Board and in May, 1959 he confirmed 
that the equipment should not be used for such purposes as the 
manufacture of calculating machines for commercial sale. The title 
3700(Aii) LS-4. 



of the equipment was transferretl unconditionally to the Govern- 
ment of India in January, 1960."* 

3.8. The Committee drew the attention of the witness to ttic view 
taken by Government in 1960 that the Institute was not legally com- 
petent to undertake the manufacture of calculating machines. The 
witness stated that the view was taken that the Institute should not 
embark on a commercial venture, "because it would destroy its (the 
Institute's) character as a learned sxiety." The basis for this view 
has been further explained in a note sent to the Committee in the 
following terms: "The title to the equipment obtained from the 
United Nations Technical Assistance Administration was transferred 
unconditionclliy to the Government of India in January, 1960. Pre- 
vious to that, the Resident Representative of the United Nations 
Technical Assistance Board in New Delhi had confirmed that the 
equipment could not be used for setting up a commercial type pro- 
duction piant. The IS1 desired. however, to utilise the surplus 
capacity of the equipment for the production of calculating machines 
and other scientific equipment and instruments. The legal compe- 
tence of the IS1 to undertake the production of calculating machines 
on a commercial scale was examined ill conr;ultation with the Min- 
istrv of Law in July/August, 1960, i .~ . ,  after the title to the equip- 
ment had been transferred to the Institute. The Ministry of Law 
advised that large scale commercial manufacture was not covered 
by the objects of the Institute and the Societies Registration Act, 
1860, under which the IS1 was registered- also did not support the 
idea of such manufacture being brought under the purview of a 
S d e t y  registered under that Act. Thc conclusion. th~rcfore.  was 
that the IS1 was not !egally competent to untlertake large scale 
commercial manufacture of calculating machines. This advice w a s  
communicated to the ISI. To overcome the legal difficulty, it was 
suggested that the IS1 could invest its surplus funds jn a Privato 
Limited Company which could be floated for the purpose of  untlrr- 
taking large scale manufacture. By means of such in!-estmcnt. ; he  
IS1 could ohtain control on the affairs of the Company sn floated. A 
Private Limited Company kmwn as the Sankhya Yantra Privstc 
Limited was accordinglv registered in Decrmber 1962. " 

3.9. The Committee pointed out that the legal opinion that the 
Institute as such could not undertake manufacture was given in 
.--- .--- - --. 

*On the circumstance leading to the removal of the embargo., the following is the 
position as explained in a note given by the Institute tor  Study Group of PAC 
which visited the Institute in Septmbeer, 1968 : 

ccProfessor Mahalambis during a visit to New York in Mav, 1960, had discus- 
sions in this matter with UN officia!~ and was assured that t h m  would be 
no objection from the side of United Nations to the Russisn equipment being 
used for large sa!e proiuulon of calculating nuchiner and rcicntitlc 
equipment." 



-1960. The equipment had, however, been received much earlier, 
:i.e., between 1955 and 1958. The Committee enquireti why it took 
,two years for Government to ascertain that the Institute was not 
legally competent to undertake manufacture. They also asked 
.whether Government had examined the delay that occured a t  vari- 
.ous stages to ascertain how far these were avoidable. The Cabinet 
Secretary replied: "I would not say we have examined that." 
Asked whether the Government thought it was not necessary, he 
-added: "It has to be examined. " 

3.10. The Committee pointed out that Government had taken 
the view in 1960 that the ~nstitute had the competence to untiertake 
the manufacture. A Private Limited Company was formed by the 
Institute for this purpose, but after the project report was drawn 
.up, Government decided that the manufacturing project would not 
be economically viable. The Committee enquired how Government 
came to change their views on the subject. The Cabinet Secretary, 
explaining the position, stated: "In 1956-60, the proposal was that 
they (the Institute) should manufacture. there being need for it in 
the country and there being no competitors. These people had the 
competence. That was the judgment. . . . . .When they (the Insti- 
tute) were brought under statute, their competence was gssessed 
and then they were called upon to prepare a scheme. I notice that 
the scheme prepared by Dastoor & Co. came up only in April, 
196Lafter  44 years. It took time to prepare the report and by 
that time many things happened in the country. In 1960, this was a 
pioneering sort of venture. By 1965. the DGTD (Director General 
of Technical Development) advised that already other institutions 
had come into the field. Commercial manufacture in the country 
had started with foreign collaboration which would have made 
this enterprise probably unprofitahle.. . .At that time the question 
of competence was also raised.. . . . So a doubt came in 1965.. . . . . 
which resulted ultimately in a special Review Committee being ap- 
pointed. " 

3.11. Taking up the question of grants given by Government to 
the Institute for the scheme, the Committee drew the attention of 
the  representatives of the Cabinet Secretariat to the statement in 
the Audit paragraph that the total grant given to the Institute dur- 
ing the period December. 1955 to March, 1966 amounted to Rs. 41.64 
lakhs. The total expenditure incurred by the Institute was 
Rs. 48.93 lakhs. The witness stated: "The machinery was re- 
ceived between December, 1955 and December, 1958. Some was 
4ntstaIhd anti utilised. Various grants were given to the Institute 



primarily for maintenance prposes." The Committee asked for 
the break-up of the grants sanctioned, indicating the purposes for 
which the moneys were paid. In a note on this point, the Depart- 
ment have furnished the following information: 

"Grants-in-aid for the various sectors of activities of the Institute 
are fixed with reference to the expenditure estimated by the Insti- 
tute and its receipts, if any. The grants-in-aid for the UNTAA 
Sector have been given for the sector as a whole and not for each 
group of expenditure in that Sector, viz. 

(a) Salary and allowances including contributions to Provi- 
dent Fund, Leave Salary and Gratuity Fund, Overtime- 
Allowance, Visiting Professors and Experts etc. 

(b) Laboratory and Workshop, Stores, tools, accessories etc. 
(c) Other non-salary expenses. viz., postal, electricity, stores, 

stationery, freight, repairs ant-3 maintenances and other. 
contingencies." 

"A statement showing the year-wise break-up of the expenditure 
on the UNTAA Sector of the Indian Statistical Institute, for the 
period 1956-57 to 1965-66 is given in the table below:- 

- - - . -- -- - - . . - - - -- - -  - - - -  
Salary and allowances Laboratory Other non- 
including contribu- and work Salary ex- 
tion to PF/LS and shop, stores penses viz. 

Year Gratuity Funds, tools and postal, elec- Total 
Overtime Payments, minor ac - tricity,'~storcs 

Visiting Professors- cessorie~ stationery , 
and Experts etc. etc. freight, 

repairs and 
rnaintelance 
and other 
contingen - 
cies etc. -- 

I .  2. 3- 4. 5. 
P ---- 

(In Rupees) 
1956-57 1733,344 3,828 80,927 2,87,099. 
1957-58 . I,OI ,225 10,977 753 18 1,87,520 
1958-59 1~30,056 4,615 83,42 I 2, I 8,092 
I95940 1919,555 1 1,654 70,455 2,019664 
I g6~-61 1~87,983 27,049 62,360 477,392 
1961-62 3,s 1,080 52,689 88,296 4,92165 
1962-63 4927,410 97,541 1~13,699 6,387650 
'963-64 5,133162 3 1,256 1907,794 6,529212 
1964-65 5,519933 1 3,708 86,588 6,52,229 
1965-66 5,549654 ,Y,950 9 4  I 83 6,56,&7 -------- _ - - - - - -  

TOTAL : 
-- 30~70,442 2,63967 8,61,04 1 41,94,750 - - ---- - - -  - --- 



The foregoing table would indicate that the expenditure on the 
scheme and the grants therefor rose after 1961-62. Explaining this 
position, Government have stated: "Thc grant-in-aid for the UNTAA 
equipment was stepped up after the Sankhaya Yantra Private 
Limited had been established. This was done in the expectation 
that the new Company would start its operations expeditiously. The 
Stautory Committees appointed each year under Section 8(1) of the 
IS1 Act had recommended this. . . . 

In July, 1963, Government directed the Institute to prepare a 
project report for the Sankhya Yantra Private Ltd. The project re- 
port was made available in April, 1965. On examining the report, 
the Director General, Technical Development, advised 'that since 
the bulk of the required capital goods had already been obtained 
and installed and 75 per cent of the building work had 
been completed and a prototype satisfaczurily developed it did 
not appear wise to abandon the project at that stage and the IS1 
should straightway commence mass production of calculators. It  
should also complete plans for the manufacture of all the four basic 
machines of the unit record system so that production of those 
machines could be taken up simultaneously if necessary with foreign 
collabo~ation, in order that the basic machines of the system could 
at least be made available to the customers. Government considered 
this matter and came to the conclusion that the project would not 
be a wmmercially sound one in view of the lack of foreign collabo- 
ration and the fact that ICT and IBM World Trading Corporation 
etc. had entered the market in this field. It was also felt that the 
IS1 lacked the necessary managerial and business acumen. Govern- 
ment accordingly decided that no further outlay should be made 
on the project and grant-in-aid to the ISI's UNTAA sector would 
be stopped with effect from 1-4-1966." 

3.12. The Committee pointed out that part of the grants were 
meant to defray the promotional and developmental expenditure 
incurred by the Institute on the scheme and asked for details 
thereof. On this point, the Department have stated in a note: "It 
t not possible to give details of developmental and promotional 
expenditure, as the Institute has not been maintaining its accounts 
separately under these heads but for the sector as a whole." 

3.13. The Committee enquired whether considering that the 
total value of the gift equipment was Rs. 32 lakhs and only part  of 
it was utilised. the grants given were not disproportionately high. 
The representative of Government replied that the expenditure. 
which was met out of the grants, was "not merely for maintenance. 



'I'hey (the institute) were using this machinery." In reply to a. 
further question, whether the entire grant given for the scheme 
should not be considered as "wasted", the witness stated: "I might 
crave your indulgence. As I mentioned, this is not only main&- 
nance, but something else too. Certain work had been done by the 
Institute with the machinery that was given to it. May be if we. 
had used the rest of the machinery (not utilised), we would have. 
got something more." 

3.14. The Committee enquired how many desk calculators were  
produced by the Institute and when they were produced. The 
witness stated: "Desk calculators have ,been produced by IS1 before 
1960. They had already developed a workshop from 1942 when it 
was difficult to impart calculating machines etc.. . . . . .They have, 
built 26 machines. They have made other things, computing 
machines, sorters etc. They have also been carrying on research 
We will give a complete list." The Committee asked for particulars 
of the desk calculators manufactured with the help of the gift 
equipment, their value and the use to which they had been put. 
The Cabinet Secretariat have stated in a note that the equipment 
received fell under the following broad groups: 

" (A) Electronic and Audio-visual equipment 

(B) Unit Record and Desk Calculating Machines 
3 

(C) Machine Tools and Measuring Instruments.'' 

"The electronic computer and its accessories were utilised by the. 
Electronic Division of the Institute for purposes of data processing 
and computational work as well as for research and developmental' 
work." 

"It may be mentiond in this connection that from 1956 the Insti- 
tute functioned as a de facto computation centre for India and' 
undertook important computation tasks from the Ministry of De- 
fence, the Atomic Energy commission, the Tata Institute of 
Fundamental Research, the Meteorological Department and other 
universities and scientific institutions. It  may also be mentioned 
in this connection that the maintenance of the URAL computer 
was done by the Institute engineers who thus acquired sufficient 
experience to make experiments in improving the efficacy of 
computers." 

"The Audio-visual equipment were and some of them are stilr 
being utilised by different departments of the Institute for their day. 
to day routine and research work." 



"The Unit Record and Desk Calculating machines were used by 
different departments of the Institute for day to day routine and 
research work." 

"The machine tools and measuring instruments were utilised by 
the UNTAA and Development workshop for the following 
purposes: - 

(a) for manufacture of spare parts for different types of desk 
calculating machines, unit record and D.C. machines 
(UNTM) and various types of equipment and instru- 
ments of the Institute for their repair and maintenance; 

(b) development and research work of precision scientific 
instruments such as desk calculators, punched card 
sorters, key punches and verifiers; 

(1 :,' L::tch production of sorters and desk calculators including 
manufacture of tools and gauges needed for such batch 
production; and 

(d) manufacture of components and tools for Ordnance 
Factories." 

"Upto the end of the financial year 1963-64 a total number of 26 
sorters and 6 prototype desk calculating machines were produced 
with the help of the UNTAA equipment at  a cost of about Rs. 3.60 
lakhs. Of these 26 sorters, 2 were produced in 1958-59; 8 in 1959-60; 
6 in 1960-61; 1 in 1961-62; 2 in 1962-63 and 7 in 1963-64. Of the 6 
prototype desk calculators some were produced during the period 
from 1957-58 to 1962-63. The sorters produced by the Institute are 
still in use by the different offices of the Institute. The Desk Cal- 
culators were used by different offices of the Institute but became 
mostly scrap after use for some years." 

"It may be mentioned that the electronic computer, the audio- 
visual equipment and the unit record and desk calculating machines 
have not been transferred to the Garden Reach Workshops. The 
computer has ,become obsolete and is not being used now. The 
other equipment which are still in working condition are being 
used by different departments for their work." 

The Review Committee set up by Government, which studied 
the implementation of the scheme for manufacture of desk calcu- 
lators, made the following observations in their Report:- 

"A small workshop was established in  the Institute in 1943 for 
the maintenance and repair of calculating machines and formed the 



50 
nucleus for the Development Workshop which was started in 1950. 
The Workshop carried out development work on desk calculators 
and embarked on a project of manufacturing these calculators on a 
commercial scale with the help of machinery and equipment re- 
ceived as gift from the USSR under the United Nations TecMcal 
Assistance Administration. The project, however, faced many 
difficulties and by the end of 1965-66, it became clear that it will 
have to be abandoned. The Government grant for the purpose 
which had already exceeded Rs. 45 lakhs in ten years was according- 
ly stopped." 

"A visit to the Development Workshop revealed to the Commit- 
tee that a major part of the equipment received from the USSR had 
not been used. Some of the machinery had not even been unpacked 
even though received some ten years ago. This equipment together 
with the staff is now bcing transferred by the Institute to the 
Garden Reach Workshop in Calcutta, a public sector undertaking 
under the Ministry of Defence." 

"The Committee is of the view that the manufacturing enterprise 
menti0ne.d above was an unnecessary and wastcf'ul venture. A 
small ~ ~ o r k s h o p  for internal servicing of equipment is justified on 
grounds of convenience and economy but there was no justification 
for starting regular manufacturing activity on a commercial scale." 

3.15 The question of utility of t h s  scheme for manufacture of 
calculating machines was also comprehensively dealt with in a note 
which was furnished to a Study Group of the PAC which visited the 
Institute last year. The note sums up the overali position in regard 
to the scheme as under:- 

"Even up to the stage of transferring the equipment to Garden 
Reach Workshop, the ownership thereof had not been transferred 
to the Institute. The necessary capital grant for construction of 
workshop and installation of all the equipment had not been re- 
ceived from the Government in spite of requests. An application 
made for acquisition of land for construction of workshop had been 
delayed by several years. During all this period the Institute could 
only maintain the equipment which had been handed over to them 
without transferring the ownership and for this, Government was 
providing funds. The Institute made every possible attempt to 
instal as many of the equipment for which it could find money 
within the funds allowed to it and also such accommodation as it 
could make available for the purpose and this led to the limited 
progress which had been made in producing some prototype desk 
calculators, Hollerith Card Sorters etc. apart from certain equ ip  
ment etc. which were produced for the Ministry of Defence. W e  



agree that the spending of about Rs. 49 lakhs during the  12 years 
was largely (though not entirely) an infructuous expenditure but the 
Institute submits that it was not responsible for the major portion 
of the equipment remaining unutilised for such a long period neces- 
sitating 1.arge maintenance expenditure. The circumstances. . . . . . 
would further show that even the maintenance work could not be 
.effectively done in respect of many of the equipment because the 
Institute could not even get accommodation etc. for installing the 
.same for proper maintenance." 

3.16. The Committee enquired whether the gift equipment had 
been transferred by the Institute to the Garden Reach Workshop, 
Calcutta and whether the terms of transfer had been settled. The 
rrpresentativc of C;ovcrnment stated during evidence that a 
portion of the equipment wa, transferred to the Garden Reach 
Workshop and a portion kept by the Institute. The portion that 
was transferred represented equipment on which the Instiute was 
not contemplating any work. This was valued originally at  Rs. 15.61 
lakhs. A Committee set up to value this equipment decided that it 
should be dcpreciattLd at 9 per cent per annum. The basis for this 
rat? of depre2iatlon ivas indicated by the Committee as follows:- 

"The value of the equipment should be the written down value 
as worked by the Institute on the basis of an annual depreciation 
rate of 9 per cent (on the diminishing balance). This is the general 
rate adopted by the Institute in their annual accounts in respect of 
machine tools. It was agreed that equipment which had been 
installed by the Institute as well as those which had remained in 
packing cases should bc depreciated at the above rate because, 
according to Shri. . . . . . (General Manager, Garden Reach Work- 
shop). these equipment in packing cases remained without proper 
storage arrangements and consequently suffered considerable 
deterioration as a result of which extensive over-hauling of such 
equipments, specially in respect of electrical parts and mechanical 
parts like ball bearings became necesseary. Shri . . . . . . (the repre- 
sentative of the Ordnance Factories) confirmed the point made by 
Shri. . . . . . (General Manager, Garden Reach Workshop) that 
equipments kept in packing cases but under poor storage conditions 
over a period of 7 to 8 years ~ ~ o u l d  suffer greater deterioration than 
normal wear and tear covered by depreciation in installed machines 
which had preventive maintenance arrangements." 

3.17. representative of the Cabinet Secretariat also informed tbp 
Committee that Government had decided that the Garden neacn 
Workshop should pay the depreciated value of the equipment m 
four equal annual i~istalments starting fmm December, 1969 apart 



from rent at  6 per cent per annum for the period ending December, 
1969 when the payment of the capitalised value would start. In 
reply to a question whether the Garden Reach Workshop had put 
the machinery to use, the Cabinet Secretary replied: "They are 
laying out a line for production." When further asked whether all 
the crates had been opened, the witness said: "The process is still 
going m", but added "I would not be categorical. I would like to 
ascertain the latest facts." The Committee asked for a note from . . 
the Secretariat on the question whether the crates had all been 
opened up and for what purpose the machinery was being utilised 
by the Garden Reach Workshop. The Cabinet Secretariat have 
stated in a note:- i 

"120 crates of equipment were in all received from the USSR 
under the UNTAA Programme. The Indian Statistical 
Institute opened some crates and installed the equipment 
contained therein. This i n t e ~  alia included the Ural 
Electronic Computer and its ancillaries. . . . . .The rest of 
the equipment was transferred to the Garden Reach 
Workshop. . . . . .The Garden Reach Workshop are utilis- 
ing the machine tools". 

"31 machines with the Garden Reach Workshop remain to be 
installed. Of these 21 are mechanical presses and 7 are 
small tench drilling machipes" 

The Garden Reach Workshop are at present considering the utili- 
sation of these presses for production 

3.18. The Committee drew the attention of the Cabinet Secre- 
tariat to the observations in the Audit paragraph that after grants 
for the scheme were discontinued by Government in April, 1966, 
notices of termination of services were served on the workshop 
staff, without prior approval of Government required in terms of 
the Indian Statistical Institute, 1959. Consequently, the notices 
served were held to be illegal by the High Court, Calcutta and an 
expenditure of Rs. 1.70 lakhs was incurred on payment of salaries 
to the staff which turned out to be infructuous. The Committee 
enquired why the Institute failed to obtain prior approval of Gov- 
ernment and whether Government's representatives on the Council 
of the Institute did not notice this omission, when the Council took 
the decision to serve the notices. The Committee observe from the 
Thirty-Fourth and Thirty-Fifth Annual Reports of the Institute the 
following account of the developments in this case: 

(i) In November, 1965, the Government informed the Insti- 
tute that grants for UNTAA Sector would be stopped 
after 31st March, 1966. 



(ii) The Council of the Institute (in which there are three 
C;overnment nominees) decided a t  a meeting on 10th 
E)ecem.ber, 1965 to continue the activities in the UNTAA 
Sector and the workshop "pending exploration of p s i -  
bilities for continuing the sector." 

(iii) At a meeting held on 26th March, 1966, the Council 
"'after prolonged discussions" decided that "the workers 
of the UNTAA Sector may be retained f a  a period of 
six months from 1st April, 1936" subject to an Expert 
Committee reviewing the position. 

(iv) The Expert Committee met on 5th April, 1966 and' 
decided it would be "neither practical nor expedient" to 
plan the running of the workshop on a commercial basis. 

(v) At a meeting held on 16th May, 1966, the Council decided' 
to close down the workshop and accordingly notices were. 
served on employees. 

(vi) The notices became "temporarily ineffective" as some of' 
the workers had obtained a Rule and interim injunction 
from the High Court on 8th September, 1966, "mainly 
on ground of requirement of Section 7(a) of the Indian. 
Statistical Institute Act not having been fulfilled." 

(vii) An agreement was finally reached with the workers that 
they would be transfered to the Garden Reach Workshop 
with effect from 23rd November, 1966. "A few workers 
who were not taken over by the Garden Reach Work- 
shop were retained in the services of the Institute for 
maintenance work. Thus the UNTAA Sector was closed 
down with effect from 22nd November. 1968." 

3.19. The Committee find it difficult to accept the view of the 
Cabiiet Secretariat that the Soviet equipment obtained by way of 
gift was "to be used for research purposesP' by the Institute. Tho 
Institute, which took a large measure of initiative in obtaining the 
equipment, quite obviously intended "from the very beginning'' to 
use the equipment for "the production of calculating machines and 
precision instruments." It is strange, therefore, that before obtaining 
the equipment. Government failed to obtain clearance for this 
purpose from the United Nations authorities through whose agency 
the gift wac obtained. In the result, the equipment. wbich was 
received between December, 1955, and December, 1958, remained 
largely unutilised and the question of its c o m m ~  exploitation 
remained under correspondence till in 1960 the United Nations 



.authorities agreed to remove the embargo in this regard. Thereaftm, 
legal difficulties, which Government could well have foreseen 
earlier, stood in the way of the implementation of the scheme. I t  
took two years to get round the difficulty, by constituting a private 
company for the purpose of undertaking manufacture and another 
three years to prepare a project report. When the project report 
was received in April. 1965, Government decided that the enter- 
prise "would not be a commercially sound one in view of the lack 
foreign coIIaboration" and the fact that production In that field had 
by that time been established. 

3.20. The Committee cannot re~is t  the impression that the whole 
matter was ineptly handed by Gnvcrnment right through. In the 
first place. the position regarding the use oi the equipment was 
allowed to remain nebulous for a Ion.: time after the equipment 
was obtained. Then, having decided to utilise the equipment for 
commercial utilisation, Gorernmcnt passively allowed matters to 
drift for five years. It is strange that in the meanwhile the Institute 
should have been plied with large grants. whiah over a period of 
ten years ending 1965-66 aggregated Rs. 41.64 lakhs. The quantr1111 
of grants was in fact "stepped up" from 1961-62 in the hope that 
the Institute would, through thc agency of the private company, 
"start its operations expeditiously.'> But no positive steps were 
taken by Government in this direction. Neither were any effective 
checks exercised by Government to ensure gainful use of the grants 
given to the Institute. As much a$ a sum of Rs. 30.70 lakhs out of 
Rs. 41.64 lakhs given to the Institute for this project was expended 
on salaries and allowances of establishment and other ancillary items. 
Even after such substantial expenditure, 82 out of 120 crates in which 
the equipment was received remained unopened till October, 1966, 
when a large part of the equipment was transferred to the Garden 
Reach Workshop for establishing a line of production. I t  is note- 
worthy that a Committee set up by Government to value the equip- 
ment at the time of its transfer to the Garden Reach Workshop found 
that "these equipment in packing cases remained without proper 
storage arrangememts and consequently suffered considerable 
deterioration" necessitating "extensive overhauling". According t o  
tbe Review Committee, which examined the working of the whole 
*heme, "the enterprise was an unnecessary and wasteful venture." 
~ ~ v e r n m e n t ' s  view that som~ developmental work was done has 
little to substantiate it, as the details of the developmental efforts 
are not known and the records of the Institute do not show the 
atmounts expended. In fact, the Institute themselves have admitted 
tLJ "the spending of about Bg. 49 lakhs durmg the 12 years was 
hwgely (though not entirely) inf ructuoas.". 



3.21. The Committee hope that steps will be taken by Govern- 
ment now at least to ensure that the equipment transferred to the 
Garden Reach Workshop is put to purposeful and gainful use. The 
Committee would like to be apprised of the progress made in this 
direction. 

3.22. One other aspect of the case, which constituted a sequel to 
Government's decision to wind up the project, calls for comment. 
The Institute served notices on the staff employed on the scheme 
after Governments decisibn was communicated to them. However, 
the prior approval of Government for serving notices, as required 
in terms of the Indian Statistical Institute Act, was not obtained. 
Consequently, the notices were held by the Court to be illegal and 
the Institute had to incur an expenditure of Rs. 1.70 lakhs on the 
retention of the staff, which could have been avoided. Liability for  
this expenditure ultimately devolved on Government. The Com 
mittee would like Government to examine the circumstances in 
which Government's representatives on the Council of the Institute 
failed to bring to the notice of the Institute and the Government the 
omhion that occurred in this case at the time of service of notices 
of termination. - . 



PAYMENT OF CASH TIFFIN SUBSIDY 

Irregular payment of cash tiffin subsidy 

Audit paragraph 

4. Prior to March, 1964, the staff of the Institute was paid, in 
addition to the other allowances, a cash tiffin subsidy ranging 
between 75 paise and Rs. 5 per month. In March, 1964, the Council 
of the Institute decided to introduce the C.S.I.R. pattern of salary 
scales. dearness allowance and other emoluments for professors, 
technicians and other staff of the Institute. Even on introduction 
of the new scheme of allowances, etc., from 1st April, 1964 under 
which the rates of dearness allowance were revised, the Institute 
continued to allow cash tiffin subsidy in addition to enhanced dear- 
ness allowance. The payment of cash subsidy in addition to dear- 
ness alloa-ance was irregular, as this subsidy, being of the nature of 
compensation for the increased costs, is an item of expenditure 
normally included in the compubtion of dearness allowance. The 
subsidy was, however, withdrawn from June, 1966, on its being 
pointed out by the Statutory Committee appointed under the Indian 
Statistical Institute Act, 1959 that there was no justification for pav- 
ing t h ~  subsidy in addition to revised dearness allowance. . The 
irregular payment of cash subsidy to staff made from April, 1964 to 
May. 1966 alone. and met out of Government grants, amounted to 
about Rs. 1.54 lakhs. 

[Paragraph No. 108. Audit Report (Cir i l )  . 19681. 

4.1. The Committee pointed out that the overpayment of Rs. 1.54 
lakhs mentioned in the Audit paragraph arose because the Institute 
continued payment of cash tiffin subsidy even after introduction 
of C.S.I.R. pattern of pay and allowances. They enquired when the 
council of the Institute took the decision to introduce the CSIR 
scales and whether the Government nominees on the council could 
not have brought up at that time the question of stoppage of pay- 
ment of tiffin subsidy. The Committee were informed that "the 
decision to adapt CSIR pattern of pay and allowances for the IS1 
staff with effect from 1st April, 1964 was taken at the meeting of 
the Council of the Institute held on 25th March, 1964. All the three 
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Government representatives wiz., Additional Secretary, (Represen- 
ting the Cabinet Secretary), Joint Secretary (Finance) and Chief 
Director, National Sample Survey had attended the meeting. . . . . . 1r 

"The point relating to payment of cash tiffin subsidy was not 
specifically considered by the Council, nor did it attract the atten- 
tion of the Government representatives, as this item was neither 
budgeted for nor accounted for in the audited accounts as a separate 
item of expenditure, but was included as part of the item 'overtime 
allowances'. As the overtime benefits .of the CSIR Rules did not 
include tiffin subsidy, the Institute should not have paid this item 
aft?r introduction of the CSIR pattern." 

"It may be stated that in October, 1964 the Institute approached 
(;over-nmcnt for additional grants for payment of CCAIHRA to the 
Institute staff in implementation of the decision taken to introduce 
thc CSIR pattern of allowances. After examining this. in Novam- 
ber, 1964, Government requested the Institute to give a comparative 
statement of allowances etc. enjoyed by the staff prior to 1st April, 
1964. and those that would be applicah!e after 1st April, 1964. In 
spite of repeated requests for early furnishing of information, the 
Government was informed only in June. 1965 that the Institute staff 
were paid certain extra benefits which comprised of (a) educational 
assistance to meritorious  employee^; and (b) supply of free tiffin 
o r  meal for work beyond normal hours." 

" In  the Department of Statistics letter Xo. 10 3 65-Estt.111. dated 
24th Jlily. 1965 thv Institute was informed that the tifEn subsidy 
allou.ccl to tht. IS1 staff be abolished with effect from 1st July, 1965. 
T h i .  was rephated on 2lst May. 1966 when sanction for payment of 
additional Dearness Allowanrc as granted to Central Governmeut 
servnn:~, with effect from 1st December. 1965 was accorded. The 
Statutory Cornmitteta for 1966-67 at its meeting h.ld on 17th May. 
1966, also discussed this issue and cxpresscd the view that the tiffin 
sltbsidy paid in cash along with salary was really an additinn to the 
I?carncss Al!owanctb and should be disc0ntinue.d as the CSIR pattern 
o f  pay and allowances had heen adopted from 1st April, 1964. The 
Institute however continued to pay the tiffin subsidy till 31st May. 
1966 when it was stopped with effect from 1st June. 1966 ride ofice 
order No. C10100. dated 12th June. 1966." 

4.2 In reply to a question, the Additional Secretary. Cabinet 
Secretariat stated that the amount overpaid was not refunded. 
"Government thought it would be hardship to recover the a~rmunt 
and they agreed to write it off. . . .This was written off with the 



approval of Ministry of Finance. We felt the amount involved was 
so small and spread over such a large number of employees that it 
would be fair to write it off." 

4.3. The Committee note with concern that Government have 
had to bear liability for the cash tiffin subsidy amounting to Rs.1.54 
l a b s  paid by the Institute to its staff after the subsidy ceased to 
be admissible with the introduction of the CSIR scales of salary, 
dearness allowance and other emoluments. The Institute approa- 
ched Government in October, 19fX. for financial assistance to meet 
the liability arising out of the introduction of the new scheme of 
allowances. Though Government asked the Institute at that stage 
(November, 1964) to furnish information about the allowances and 
perquisites of the staff, the indormation was not furnished till 
June. 1965. Instructions were issued by Government in July, 1965, 
on the basis of the information furnished, that the payment of the  
ti& subsidy should be stopped forthwith, but the Institute con- 
tinued to pay the subsidy for nearly a year thereafter, i.e., till 
June, 1S6. Had the matter been closely followed up by Govern- 
ment, a substantial part of the overpayments, for which Govern- 
ment ultimately bore the liability. might have been avoided. 



CHAPTER V 

MISCELLANEOUS IRREGULARITIES 

5. The following other points have been brought out in the  
Report  of the Review Committee set; up to exaluate the  working 
.of the Institute:- 

Audl t Paragraph 

( i )  Grunts aggregating Rs. 1.54 crows were paid by Government 
,during 1951-52 to 196667 for construction of l:ui:'dings, purchase of 
equipment etc. Out of these, an expenditure of Rs. 58.79 lakhs was 
incurred on construction of various buildings and sheds. In  Bara- 
nagar. Calcutta. wi~cre  most of the construction has taken place, 
buildings have been put up  with no coordination and no master 
plan for present needs or future requirements. The standard of 
construction is often unsatisfactory. Some of the buildings lack 
essential amenities. The cost of construction in practically all cases 
has been escessivc in relation to standards and specifications. This 
vis1.1al impression of the Review Committee is stated to have been 
. x n f i r ~ n e d  by the Additional Chief Engineer. C.P.W.D.. Calcutta. 

( i i )  The Institute purchased a number of plots of Calcutta, 
Giridih. Delhi, Baroda. Madras, Bangalore and Hyderabad at a cost 
of Rs. 31.66 lakhs upto 1966-67. The lnnd was acquired without m y  
definite plan and many o f  these plots are not being fully utilised. 

(ii i)  Government had paid development grants amounting to 
Rs. 7.50 lakhs during 1956-57 to 1958-59 and Rs. 5 lakhs during 19132-63 
and 1963-64. Out of these, the Institute spent Rs. 9.96 lakhs o n  land, 
construction of buildings, purchase of vehicles, etc. A large part of 
the balance (Rs. 2.54 lakhs) has also been utilised by the Institute 
for current expenditure. Governnlent have held the view that this 
money should have becn utilised only for new experiments or  Iinzs 
.of research and not 01. capital expenditure. 

( iv) Tht* Institute has not laid down any system of cadres nor 
formulated any rules for creation of posts, sanction of new appoint- 
ments, grant of pay and leave, etc.. or for regulating other normal 
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expenditure. "High salaried appointments have been made without 
employing normal selection processes. Jumps in salaries have been 
given without conforming to any set rules." 

(v) Unlike Government servants, the Institute's employees were 
allowed not only to accumulate leave upto any limit without lapsing, 
but also to cash benefits if such leave was not availed of. Encash- 
melit of leave was allowr'd at the rate of salary drawn by the con- 
cerned employees at the time of encashment, even though a major 
portion of the leave might have been earned by them while they 
were drawing lower salaries. This practice, except in the Research 
and Training School, was, however. discontinued from 1964. 

(vi) Every employee of the Institute, at his discretion, is aulho- 
rised to spend on behalf of the Institute upto the limit of one month's. 
salary without obtaining anybody's sanction and without even find- 
ing out whether funds are available. 

The following further points have been brought out in the 
Chartered Accountants' report: - 

(i) The Employees' Gratuity and General Provident Funds. thc 
accumulation in which at the end of 1966-67 stood at Rs. 25.31 lakhs 
and Rs. 95.35 lakhs respectively have not been registered. Out of 
these Funds, a sum of Rs. 30.97 lakhs has been utilised. in disregard 
of the rules of the Funds. for meeting capital and other expenditure 
of the Institute. 

The Board of Trustees, as envisaged in the General Provident 
Fund Rules, has not yet been formed. No income tax has been 
deducted from the amounts paid in settlement of the employecs' 
accounts pending recognition of the Fund by the Commissioner of 
Income-Tax under the Income-Tax Act. 1961. The Institute has, 
however, undertaken to meet any liability which might arise in the 
event of non-recognition of the Fund. 

(ii) Cost of certain books and journals and calculating, punching 
and tabulating equipment, amounting to Rs. 1.78 lakhs and Rs. 0.48 
lakh. although capitalised, has been met out of current expenditure 
grant and charged to the Institute's Income and Expenditure 
Account for the year 1966-67. 

(iii) The cost of cards, cabinets stationery and stores, etc.. has 
been written off in the Income and Expenditure Account, and stocks 
in hand, as at the end of the year, have not been treated as assets 
in the Balance Sheet. 



(iv) In  the Accounts for 1966-67, an amount of Rs. 49.58 l a b s  has 
been shown as already claimed/to be claimed from Government i n  
respect of the excess expenditure incurred from 1956-57 onwards. 
No confirmation of the correctness of this claim has. however. been 
communicated by Government to the Institute so far (January, 
1968). 

[Paragruph No. 108, Audit Report (Civil) ,  1968.1 

5.1. The Committee enquired whether it was a fact that without 
any long-range plans, the Institute had purchased plots and cons- 
tructed buildings a t  various places for which substantial grants were 
given by Government. The representative of Government replied: 
"That is largely correct." Thc grants sanctioned by Governmcnt 
during the period upto 1966-67 aggregated Rs. 1.54 crorcs and this 
was meant for construction r f buildings and purchase of equipmefit. 
A sum of Rs. 58.79 lakhs stated in the Audit paragraph to be un- 
utilised out of these grants had since been utilised on buildings. A s  
regards the plots. the cost was Rs. 31.66 lakhs and Gvvernment did 
sanction money for the purchases. Asked why money was sanction- 
ed. the witness stated: "The purpose was that buildings had to be 
put up for offices in these places." The Committee pointed out that 
the standard of constrrictic~n and general standard of maintenance 
of the buildings was rcporttd to be unimpressive. The Review 
Committee had in their Report made thc  fol!owing observation: in 
this regard: 

"The Committee was informed that most of the buildings p ~ t  
up by the Institute have been constructe\l through an organisation 
called the Bnranagar Labour Cooperative Society. This society has 
both workers and non-workers as its members. The Estate OtXcer 
of the Institute is the President of the  Society. In entrusting the 
work to this Society, tender system was not followed. The Estate 
Omtm in his capacity as President of the Cooperative Society exwut- 
cd the building contracts. In this capacity as Estate Officer. he 
supervised the work on behalf of the Institute. The training of this 
officer is only that of an overseer. Since the functions of the exe- 
cuting agency and the supervising agency are combined in the same 
person, it is not surprising that the standard of construction is so 
poor. Allegations of substantial leakage in the expenses on building 
operations were made before the Committee. It has accor&ngl?- 
made recommendations which should stop any fi~rth-r waste of 
public funds. ' 



5.2. The representative of Government in formd the Committee 
that in the light of the Review Committee's recommendations "reme- 
dial measures" had been taken. "They (the Institute) have been 
told to draw up a master plan and have proper accounts and give 
proper contracts." The Coinrnittee note that the Statutory Com- 
mittee appointed under Section 8(1) of the Act for the year 1968-69 
made the following observations about the construction schemes of 
the Institute.: 

"It appear& that co~istruclion schcmcs were being undertaken 
without any definite overall plan based on requirements of the 
Instit.ute over a p e r i d  a f  y a r s .  Therc was also the possibility of 
slarting a scheme with ;r ~nia l l  initial expenditure, which would 
eventually grow into a majot scheme. without having given thought 
to the possibility of such increased catlay and other commitme~ts,  
at the time of sanctioning the initial expenditure. It was, therefore, 
necessary to rationalist the whole process. I t  was essential that 
the justification and the expenditu:.~. on each scheme is thoroughly 
scrutinised before a scheme is sanctioned and started. If this 
exercise is done for each scheme before it is sanctioned, the sanction- 
ing of the capital budget would become a simple cxercisc; hesides, 
?he expenditure will be incurred in :I systematic and rational man- 
ner. The Institute would. therefore. have to prepare a Master Plan 
with the help of competent architects, for its constructional activities 
over a period of years at  thc different !orations w h ~ r e  its activities 
are spread. The Master Plan should take into account the Institute's 
anticipated requirerncbn!. o\.cr s period c r f  ycl:irs and should also lay 
down priorities. The npprova! of G o ~ w n r n m t  tn the Mnster Plnn 
si ; : ,~ld be obtained. 1: would then hc pnssible for Covernnlent to 
sr;r,cticjn in any particular spar,  funds  for \\.1.101~ 01. ~ r t  of 3 schcme 
n :::mved in the Master Plan." 

, 3  The Committee cnquired whcthcr the dcfic.ic.n~ic, ;n the plan- 
n ~ r : ~  , f !hcb Institute for construction work and thc p w r  standard of 
cnnstlu+ion and maintenance could not have been noticed bv Gr)\r- 
emrnent's representatives on the Council. The rcpresentntive of 
Clov~rnnwnt replied: "I don't think it has hccn noticed." 

.i.4 The Committee drew the attention of thc witness to the f ~ l -  
Inwing obser\.ations of the Review Committee shout certain W 1 s t  
hr~uses maintained by the Tnstitutc: 

"The Guest House at Dclhi which msts the Institute nearly 
Rs. 60.000 per annum in rent, staff and maintenance is extremelv 
expensive and unnecessary and shnuld be closed. (This is also in 



accordance with the recommendations made by the Committee of 
Parliament on Public Sector Undertakings.) The guests of the  
Institute should be accommodated in the Central Government hostels 
in Dclhi or in a hotel. The position ahout guest houses a t  Calcutta 
and Giridih also needs to be ~.xamincd." 

"The Committee is of the view that the rent paid in Calcutta 
and Delhi is excessive and can be substantially brought dowAl. Also, 
it is now recognised that combined official and privata use of the 
same premises is not a healthy practice. There is a tendency to use 
a larger area for residential purposes. This al;v;ys leaves room for 
doubt whether the portion of rent charged for resid~ntial  purposes 
fully reflects the rent of the area in actual use." 

5.5. The Conlmittce enquired to what estel;? the expenditure on 
thcsc guest houscs u.ris br in!: SLI bsidi~ed 1,). C ; :  ivernment and whe- 
ther  there w;rs an?. justification for continuing them. The represen- 
tative of Government stated that the expenditure on the gxest hous- 
cs ivas being n1r.t out nf grants given to the Institute. 'I?-!P Institute 
was not i:lclinc.ti to  \vind up these guest house:. As fa r  as Govern- 
meilt s,.:!< conccrned t!wy had "not tnkcw ::..?. vieis. on this." He 
aldcil:  "II'i, \vi!l h:~vc. a look nt it in this yex ' s  budget." 

5.6. Ti:(! Cl.in~n?ittt.cl rt!lrr!xd to the misu!il'sztion of development 
griints by thv I:~sti!utc-.. Thr rcpresen:ative of Government deposed 
i . n .  " I h * s . ' c ~ ~ l , ~ ;  !i?:-n', r - , ' :  . I .  ;?. t.": y-ite of 1;s. 2:s lakhs 
pcr : n?iLim \v;r.; ;:ivt;n t i )  the Inciir,v Statistical Inztitcte tluring 
1956-57, 1937-52 a:ld 1959-60. Thc:;c l i e r t  given for d.?wlopmmt 
v;ork c o n ! ~ t d t d  w i t n  rc.:it.;irrh work of 1ndi.n Statistical Institute. 
U:ifortunat~.~ly s1)rnt\ ( 1 '  :hc cxpv!lditure ~ 3 s  incurred by Indian 
Statiqtirnl Insti!t~tr fc;: c;thcr purposes. They spmt Rs. 99.000 on 
c.lnstruction of pcsrt:iin thin,:. rind Rs. 2.54 lak5s on bui!dings." I t  
rvns added t?!:~! Go!-crnmcnt r c f ~ ~ w d  to ncccpt thc.se items of expendi- 
t l l rp  as 3 le;!itimntp c~:;~:..;~, . ,yi: ,:>:; t ! : ~  Go\.t'r~i:iient and the corres- 
~ ~ > ~ ~ d i ~ ~ ?  pnrtion of thr, & , : - : i ~ ?  "ndjusted :.c:air,st certain other 
clnimq" of thr. Institute*. 

5.7. Accordln:: to  t h e  Statutory C.;)mtnittrbc 3ppolnted for 1968-69. 
the outlay of t?lv Inqtitutc on s!3ff was "more than 3'5!hs of the  total 
eupmditurr\ r1n rrcr-arch propamme " The Committee enquired 

how, w h m  thc Institut. v:v rmployinq wc'h 1 large complement of 
dnff ,  rules hnd not b r r n  fo~mulnted for crcation of posts. sanction- 
ing of new appointmmtc, rrgulation of increments, formation of 
c & ~ ~  ~ t c .  r ~ p r r s r n t n t i r r  of Chrernmrnt  s ta ted "They have 



recently classified categories of staff and pay. . . .In 1963, the Insti- 
tute issued standing service orders where they laid down procedures 
for recruitment, promotion and appointment." When asked whether 
these were followed, he replied: "The forms may have been fo!- 
lowed. Whether the substance is followed or not is a different thing. 
We are checking up to find out whether there has been sufficient 
advertisement of the posts etc." 

5.8. The Committee referred to the system of encashment of leave 
benefits, which permitted employees to encash the leave at  the rate 
of salary drawn at  the time of encashment even though the leave 
might have been earned earlier when they were drawing lower 
d a r i e s .  The representative 01 Government stated t!lat "there has 
been a little amount of negligence here." When the attention 
of the witness was drawn to the other practice of allowing employees 
to incur expenditure for the Institute upto the limit of one month's 
salary, without prior sanction or the need to ascertain availability 
of budget provision, he said: "I agree that this system seems un- 
usual and we h a w  advised Indian Statistical Institute to discontinue 
i t .  . . . . . . .They are reluctant to do so and we are taking up the matter 
f urthcr." 

5.9. The Committee enquired about the disposition of moneys in 
t h e  Provident Funds to which the Auditors of the Institute had 
drawn specific attention in their report. The witness stated that 
there were different funds-gratuity fund and General Provident 
Fund. "As far as general provident fund is concerned, admittedly 
it has not yet been recognised by the Income Tax Commissioner . 
What has happened unfortunately was that the fun'ds that were 
invested in a form other than recognised by the Commissioner of 
Income Tax. The Indian Statistical Institute have now informed 
us that they have approached the Commissioner and are taking 
action to appoint a Board of Trustees." In  reply to a further ques- 
tion, the Joint Secretary. Finance stated that Provident Fund moneys 
have been deposited "in the forms of security or bank dcposits." 
Asked to clarify the position in regard to the Gratuity Fund. he 
stated that "that fund has no balance. Already the Institute has 
borrowed all the funds accrued to the Gratuity Fund. Till that 
deficit is made up  over a period of time, that fund cannot be create'j." 
The Committee pointed out that the audited accounts of the Institute 
for the year 1965-66 showed a pending overdraft of Rs. 12.88 lakhs 
obtained inter alia on the security of "G.P. Notes of I.S.I. Genera! 
Provident Fund." The Committee enquired whether this was not a 
violation of the rules, requiring appropriate proceedings and whether 



Rhe Government nominees on the Council of the Institute acquiesced 
in  it. The Cabinet Secretary replied: "We shall examine this." The 
Committee also pointed out that no income tax has been deducted 
on amounts paid in settlement of the provident fund accounts, even 
though the fund had not yet been recognised by the Income Tax 
.authorities. This constituted an infringement of income tax regula- 
tions. The Cabinet Secretary promised to have this matter also 
examined. 

5.10. The Committee pointed out that in the accounts for 1966-67, 
-a sum of Rs. 1.26 lakhs had been charged as expenditure towards 
.cost of cards, cabinets. stores. stationeries etc. As stock of these 
items remained at the close of the year the value of the closing 
stocks should have. been exhibited as an asset in the Balance Sheet. 
The Additional Secretary replied: "It is absolutely correct" and said 
that the position in this regard was "very unsatisfactory." 

5.11. The Committee enquired what was the position in regard 
to the sum of Rs. 49.58 lakhs shown by the Institute in its accounts 
for 1966-67 as due from Government. The Joint Secretary, Finance, 
stated: "Out of Rs. 49.58 lakhs, the Government have since settled 
Rs. 20.48 lakhs and Rs. 16.05 lakhs have been rejected. Clearance 
of Rs. 13 lakhs is still being discussed with the Institute. Out of this, 
Rs. 11 lakhs is on account of the work of National Sample Survey 
and the balance of Rs. 2 lakhs is spread over several minor items." 

5.12. The Committee observe that several shortcomings in the 
Institute have been brought to light by the Review Committee and 
by the auditors of the Institute. Three of these call for specific 
comment. 

Substantial amounts of capital grants given by Government to 
the Institute have been utilised on the construction of buildings. 
However. the standard of construction of the buildings, on which 
the Institute expended as I I I I I C ~  as Rs. 59 lakhs, was found by the 
=view Committee to be "often unsatisfactory". there being a "lack 
of" even "essential amenities." The Institute had "most of the 
buildings" constructed by a Cooperative Society of which the Pre- 
sident was the Estate Officer of the Institute. The Review Com- 
mittee's observations in this respect are very revealing. ''The train- 
ing ol the otficer is only that of an overseer. Since the functions 
of the executing agency and the supervising agency are combined 
in the same person, it is not surprising that the standard of cans- 
truetion is poor." The Committee also note that the Review Com- 
mittee received "allegations of substantial leakage in the expenses 



on building operations." In view of these findings, the Committee 
would like Government to make a comprehensive investigation int* 
the matter and initiate suitable remedial action thereafter. 

5.13. Another aspect of the construction activities of the Institute- 
is the fact that they have been proceeding on a haphazard basis 
without "any definite overall plan based on the requirements of the 
Institute over a period of years." As pointed out by the Statutory 
Committee for 1968-69, this practice is fraught with the risk of the 
institute unwittingly committing itself to schemes the ultimate ex- 
penditure on which might prove to be a source of financial em- 
barrassment. As any expenditure in this regard will ultimately 
devolve on Government, the Committee trust that effective action 
will be taken by Government to ensure that the acquisition of pro- 
perties and construction activities of the Institute proceed strictly 
on the basis of a Master Plan which should be prepared on a realis- 
tic basis. 

5.14. The Committee are unhappy that with such a large com- 
plement of staff. the Institute hare not been adhering strictly to 
rules in the matter of creation of posts, sanctioning of new appoint- 
ments, formation of cadres, promotions etc. The representative of 
Government admitted during evidence that in this respect the Ins- 
titute has been following the "forms" of the rules so for framed: 
"Whether the substance is followed or not i s  a diflercnt thing." 
The Committee trust that the mattcr will rcrriw the carnest at- 
tention of Government. Another point. no less Hnpor'tant, is the 
need pointed out by the Statutory Committee for 1968-6,') to carry out 
"a comprehensive review" of the staff position in the Institute "in 
view of the increasing use of computer facilities." This would help 
to fix on a rational basis the strength of the staff which accounts 
for "more than three-fifths of the total expenditure on research 
programmes." 

5.15. The Committee would also like to call the attention of Gov- 
ernment to the various infriligements of regulations connected with 
the administration of Provident Fund and Gratuity Fund moneys 
of the Institute. The Gratuity Fund moneys have been borrowed 
by the Institute for meeting current expenses, while the Provident 
Fund accumulations were mortgaged against an overdraft obtained 
by the Institute from the State Bank of India. Besides. the Fund 
itself has not heen reg-istered for income tax purposes nor a Board 
of Trustees constituted for its administration. This is an extremely 
undesirable state of affairs which the rcpresentatives of Govern- 
ment on the Council of the Institute should have brought to Gov- 
ernment's notice for corrective action. The Committee trust that 



Government will now at least ensure that all matters relating .to- 
the administration of these Funds are put on a satisfactory footing. 

5.16. In regard to other irregularities or shortcomings mentioned 
in this section of the Report, the Committee trust that early action 
will be taken keeping particularly in view the observations of the 
Review Committee. 



CHAPTER VI 
CONCLUSION 

6. The findings in this Report will show that the State of affairs 
-in the Institute is far from a happy one. Government have an- 
nually been giving to the Institute grants which varied from Rs 80 
lakhs to Rs. 209 lakhs over a period of nine years without exerci- 
sing any effective supervision or control over its working. While 
the Committee a re  of course whole-heartedly for such institutions 
functioning efficiently in an autonomous manner, they are impelled 
by the facts of this particular case to urge in the strongest terms 
that Government should take a more active and continuous interest 
in the functioning of the Institute and take advantage of the pro- 
visions in the Statute. particularly Section 11 which empowers 
Government to issue directions to the Institute in the public in- 
terest, so that the Institute might function in a sound and business- 
like manner. Indeed, in the view of the Committee. it may well 
have to be considered whether a situation has not arisen which 
warrants the management of the affairs of the Institute directly 
:by Government under Section 12(2) of the Act 

NEW DELHI: 
'19th March. 1969. 
;28th paEgU n;:i@o ( s&) . 

M. R. MASANT. 
Chair man. 

Public Awounts Committee. 



APPENDIX I 

The following conditions are incorporated in the sanctions issued 
t o  the Indian Statistical Institute for current as well as capital ex- 
penditure:- 

For Current Expenditure 

1. The grant in aid would be subject to settlement on the 
basis of audit certificates to be produced by the Insti- 
tute after the close of the year to the effect that the 
amounts were actually spent on the items of work for 
which the grants were given, any unspent balance 
being refundable to the Government. 

2. Except for any savings that may be reappropriated in 
accordance with the powers of reappropriation sepa- 
rately communicated to the Institute, the budget pro- 
visions accepted by Government and for salary and 
allowances, contribution to provident and Gratuity 
Funds and other specific objects shall only be utilised 
for those objects and not diverted for any other pur- 
pose. 

For Capital Expenditure 

1. The Institute shall not sell or otherwise dispose of or 
mortgage any property acquired by i t  with the grant 
in aid without the previous approval of the Central 
Government . 

2. The expenditure out o f  the grant under each head should 
not exceed the amount shown in the sanction letter 
under that head and unspent balance. if any, shall be 
refunded to Governrne!:t. 

3. The Institute shall forward to Government such state- 
ments of accounts as the Government may require 
showing 'the expenditure incurred together with the 
audited certificates to the effect that the amounts drawn 
were actually spent on the items of work for which the 
grants were @\.en. 



4. All purchases of material and equipment from out of the- 
grant-in-aid should' be from reputable firms and stand- 
ard dealers and should be certified accordingly by the 
Institute. 

5. I t  will be open to the Government to cause such physical 
vertification or othcr enquiries as i t  may consider 
necessary to satisfy itself regarding the expenditure 
incurred or  its reasonableness. 

6. Unless permitted otlieru7ise by the Government the build- 
ings for which the grant-in-aid is given shoxld be 
constlmcted only on land. the legal ownership of which 
rests with the Institute. 

7. In regard to  buildings constructed out of the grant the  
Institute shall furnish to Government the completion 
certificates prescribed by Government and agreed to bv 
the Institute. 



APPENDIX I1 

Directions issued to Auditors of Regd, post:Ack. Due Indian 
Statistical Institute. 

GOVERNMENT OF INDIA 

CABINET SECRETARIAT 

Delmr:mcnt of Statistics 

Yojnnu Bhauan, Parlia)riei~t Street, 
N e w  Delhi : December 17: 1965. 

'To 
Messrs. Lo~e lock  & Lewes. 
Chartered Accou~llants. 
4, Lyons Range. 
Calcutta. 

Sir 

I .  Budget and IDrojert Estimates 

( 1 )  Has the Institute ~ ) r e p s r t d  proper budget estimates of 
revenue and caspenditurt. for each department, project, 
schemes d r." 

(2' Has i t  made 011t detailed malysis  of allocation of direct 
cl~arycs and  indirect charges on some equitable basis 
for l w ! i  . '~twc..  project. etc.. to arrive at the cnst 
of tile schen~cs, projrcts. etc.'.' 



(3) Has the auditor any comments to make in this matter? 

(4) The actual performance in regard to control over expeu- 
diture on the various projects, schemes, etc., in rela- 
tion to the budget provision and large variations bet- 
ween the actuals and budget provision may be indi- 
cated. 

11. Expenditure out of Government Grants 
(1) Does the Indian Statistical Institute maintain proper 

accounts of the expenditure incurred out of the 
grants made by the Government of India so that the 
auditors can verify that the expenditure has been 
incurred for the purposes for which the grants were 
made? 

(2) If the grant has not been utilised fully for the purposes 
for which the grants were made. what is the balance 
remaining unspent at the end of the financial year? 
(Indicate the unspent balancc grant-wise o r  schcmr- 
wise) . 

III. Assets out of Government Grants 
Is a proper record maintained for the assets acquired out of 

Government Grants with the cost of acquisition c n t c l d  
against each item? 

IV. Internal check procedures, stores and cash 

(1) Is there an adequate system of internal check and con- 
trol to ensure that the purpose of stores and execution 
of work are done with due regard to the policies and 
procedures laid down for the purpose? 

(2) Have any cases come to notice where these policies and 
procedures have not been observed? 

(3) In respect of consumable stores, etc.. are proper stores 
accounts maintained and is physical verification mad(? 
at periodical intervals under proper supervision? 

(4) Is there a system of reporting losses of cash, stores and 
other assets to the Management of the Institute after 
proper investigation? 

(5) Has the auditor any comments to make on cases so re- 
ported? 



2. 1 am to request you to kindly comply with the above direc- 
tives in auditing the accounts of the Institute. I am also to re- 
quest you to append to the annual. accounts of the Institute t h e  
following documents. 

(1) A statement giving an analysis of the expenditure under 
proper headings to  bring out the purpose fa r  whicP 
the Statistical Institute has actually utilised the grants 
made by the Government of India, and 

(2) A statement indicating all assets, if any, disposed of by 
sale out of those acquired from the grants made by the 
Government of India indicating whether prior approval 
of the Gbvernment was obtained and how the sale 
proceeds were utilised. 

3. These instructions are issued without prejudice to the duties 
and responsibilities otherwise enjoined on the auditors and also 
any extra checks, verifications or other work asked for by tne Ins- 
titute. 

4. The receipt of this comtmunication may kindly be acknowled- 
ged. 

Yours faithfully 
w- 

M. BALAKRISHNA MENON , 
L k p u t y  Secretary to the Government of h d i a .  

Copy to the Indian Statistical Institute, 203. Barrackpore Trunk 
Road. Calcutta-35. 

Copy to the Indian Statistical Institute 8. King George Avenue, 
New Delhi. 

Sd,- 
M. BALAKRISHNA MENON 

Depzit y Secretary to the Goz?ernmen t of Ind3n. 



APPENDIX I11 
THE INDIAN STATISTICAL INSTITUTE ACT 

(LVII of 1959) 
An Act to declare the institution known as the Indian Statistical 

Institute having a t  present its registered office in Calcutta to be an  
institution of national importance and to provide for certain matters 
connected therewith. 

Be i t  enacted by Parliament in the Tenth Year of the Republic of 
India as follows:- 

1. (1) This Act may bc called the Indian Statistical Institute Act, 
1959. 

(2) It shall come into forcc on such date as the Central Govern- 
ment may, by notification i n  the Official Gazette, appoint 

2. In this Act, unless the context otherwise requires,- 
(a) "Institute" means the Indian Statistical Institute registered 

under the Societies Registration Act, 1860; 
(b) "memorandum" means the memorandum of association of 

the Institute filed with the Registrar of Joint Stock Com- 
panies under the Societies Regist~atior? Act, 1860; 

(c )  "rules and regulations" includes m y  rule or regulation (by 
whate\.er name called) which the 1:lstitute is competent to 
make in the exercise of the powers conferred on it under 
the Societies Registration Act, 1860, but shall not ir?cludc 
any bye-laws or  standing orders made under the rules and 
regulations for the conduct of its day-to-day administration. 

3. Whereas the objccts ili t n c  Institution known as the Indian 
Statistitcal Institute are such as to make it an institution of national 
importance. it is hereby declnrcd that the  Indian Statistical Institute 
is an institution of national importance. 

4. Notwithstanding an!-thing contained in the University Grants 
Commission Act, 1956. or in a n y  other law for the time being in force. 
the Institute mav hold such examinations and grant such degree and 
&plomas in statistics as may be determined by the Institute from 
time to time 

5. For the purpose o f  enabling the Institute to discharge efficiently 
its functions, including research, education. training, project activities 
and statistical work relating to planning for national development, 
the Central Government may, after due appropriation made by Par- 
liament by law in this behalf. pav to the Institute in each financial 
pear such sums of money a s  that Government considers necessary by 
w a y  of grant. loan or olherwisc. 

74 



6. (1) The accounts of the Institute shall be audited by auditors 
duly qualified to act as auditors of companies under the Companies 
Act, 1956, and the Institute shall appoint such auditors as the Central 
Government may, after consultation with the Comptroller and 
Auditor General of India and the ~nstitute, select. . 

(2) The Central Government may issue such directions to the 
auditors in the performance of their duties as it thinks fit. 

(3) Every such auditor in the performance of his duties shall have 
at all reasonable times access to the registers, books of account, 
records and other documents of the Institute. 

(4) The auditors shall submiit their report to the Institute and 
shall also forwa~d a copy thereof to the Central Government for its 
information. 

7. Notwithstanding anything contained in the Societies Registra- 
tion Act, 1860 or in the memorandum or rules and regulations, the 
Institute shall not, except with the previous approval of the Central 
Government, 

(a) alter, extend or abridge any of the purposes for which it 
has been established or for which it is being used imme- 
diately before the commencement of this Act, or amalga- 
mate itself either wholly or partially with any other 
instiution or society; or 

(b) alter or amend in any manner the memorandum or rules 
and regulations; or 

(c) sell or otherwise dispose of any property acquired by the 
institute with money specifically provided for such acquisi- 
tion by the Central Government: 

Provided that no such approval shall be necessary in the 
case of any such movable property or class of moveable 
property as may be specified by the Central Government in 
this behalf by general or special order; or 

(d) be dissolved. 
8. (1) The Central Government may constitute as many Com- 

mittees as and when it considers necessary consisting of such number 
of persons as it thinks fit to appoint thereto and assign to each such 
Committee all or any of the following duties, namely:- 

(a) the preparation and submission to the Government as far 
as possible before the commencement of each financial year, 
of statements showing programmes of work agreed to be 
undertaken by the Institute during that year for which the 
Central Government mag provide funds, as well as general 
financial estimates in respect of such work; and 
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76 
(b) the settlement on broad lines of the programme of such 

work. 
(2) Where the Institute does not agree to undertake any work 

suggested by any Committee referred to in sub-section (I), it shall 
give to the Central Government reasons for not so agreeing. 

9. (1) The Central Government may constitute a Committee con- 
sisting of such number of persons as it thinks fit to appoint thereto 
for the P U ~ ~ O S -  i 

(a) reviewing the work done by the Institute and the progress 
made by it; 

(b) inspecting its buildings, equipment and other assets; 
(c) evaluating the work done by the Institute; and 
(d) advising Government generally on any matter which in 

the opinion of the Central Government is of importance in 
connection with the work of the Institute; 

and the Committee shall submit its reports thereon in such manner 
as the Central Government may direct. 

(2) Notice shall be given in every case to the Institute of the in- 
tention to cause a review. inspection or evaluation to be made, and 
the Institute shall be entitled to appoint a representative who shall 
have the right to be present and heard at such review, inspection 
or evaluation. 

(3) The Central Government may address the Chairman of the 
Institute with reference to the result of such review, inspection or 
evaluation as disclosed in any report of the Committee referred to 
in sub-section (I), and the Chairman shall communicate to the 
Central Government the action, if any, taken thereon. 

(4) When the Central Government has, in pursuance of sub- 
section (3), addressed the Chairman of the Institute in connection 
with any matter, and the Chairman does not within a reasonable 
time take action to the satisfaction of the Central Government in 
respect thereof, the Central Government may, after considering 
any explanations furnished or representations made on behalf of 
the Institute, issue such directions as it considers necessary in 
respect of any of the matters dealt with in the report. 

10. The Institute shall be bound to afford all necessary facilities 
to any Commtittee constituted under section 8 or section 9 for the 
purpose of enabling it to carry out its duties. 

11. (1) The Central Government may, if it is satisfied that it is 
necessary so to do in the public interest, issue, for reasons to be 
recorded and communicated to the Institute, such directions as it 
thinks fit to the Institute, and such directions may indude directions 
requiring the Institute: 



(a) to amend the memorandum or to make or amend any rule 
or  regulation within such period as may be specifled in 
the directions; 

(b) to give priorities to the work undertaken or to be under- 
taken by the Institute in such manner as the Central 
Government may think fit to specify in this behalf. 

(2) Any directions issued under this section shall have effect, 
notwithstanding anything contained in any law for the time being in 
force or in the memorandum or rules and regulations of the Institute. 

12. (1) If, in the opinion of the Central Government, 
(i) the Institute without just or reasonable cause had made 

default in giving effect to any direction issued under s u b  
section (4) of section 9 OT section 11; or 

(ii) the Council of the Institute has exceeded or abused its 
power in relation to the Institute or any part thereof; 

the Central Government may, by written order, direct the Institute 
within a period to be specified in the order to show cause to the 
satisfaction of the Central Government against the making of any 
appointment referred to in sub-section (2). 

(2) If, within the period fixed by any order issued under sub- 
section (I) ,  cause is not shown to the satisfaction of the Central 
Government, the Central Government may, by order published in  
the Official Gazette and stating the reasons therefor, appoint one or  
more persons to take charge of the Institute or any part thereof for 

' such period not exceeding two years as map be specified in  the order. 
(3) Notwithstanding anything contained in any law for the time 

being in force or in the memorandum 03 rules and regulations of the 
Institute, on the issue of an order under sub-section (2), during the 
period specified in that order.- 

(a) where the order provides for any person or persons being in 
charge of the Institute- 

(i) all persons holding office as Members of the Council in- 
cluding the Chairman, shall be deemed to have vacated 
their office as such: 

(ii) the person or persons appointed under sub-section (2) to 
be in charge of the Institute shall exercise all the powers 
and perform all the duties of the Chairman or Council of 
the Institute, whether at a meeting or otherwise, in respect 
of the Institute: 

(b) where the order provides for any person or persons being 
in charge of any part of the Institute, the person or persons so 
appointed shall alone be entitled to exercise all the powers and per- 
form all the duties of the Chairman or Council in relation to that part. 



APPENDIX IV 
Summary of main Concl~Jions~Recommendati~ 

(Referred .o in para 3 of Introduction) 

Serial Para No. Ministry/Departmer?t 
No. of Report concerned 

I I .  11 Cabinet Secretariat The Committee are concerned that large grants should have been 
given by Government to the Institute all these years without ensur- 
ing that the Institute observed the financial disciplines required of 
it as a statutory body expending public funds. The Cabinet Secre- 
tary himself admitted during evidence that "there has been slackness 
on the part of the Institute in carrying out proper budgeting and 
expenditure control." In the result, the financial position of the 
Institute "has deteriorated from year to year" leading to a situation 
in which the Institute "' . not in a position to discharge its liabilities." 





and performance of the Institute. The Committee regret that some 
of these have not been effectively implemented as they should have. 

4 I .14 Cabinet Secretariat One recommendation in particular to which the Committee would 
U e  to draw attention of the Government, concerns the abolition of 
the post of the Secretary of the Institute. As the Review Commit- 
tee have pointed out, the position of this functionary as the Secre- 
tary and executive head of the Institute as well as the Honorary 
Statistical Adviser to Government has brought about a "confused 
and intermingled re!ationship between the Institute and Govern- 
ment" resulting in a "failure to make an objective assessment of 
the performance of the Institute." The Review Cornittee had, on 
this appraisal of the position, recommended that the post of the Sec- 
retary should be abolished and other suitable changes in the admin- 
istrative set up of the Institute made to enable the Institute "to 
enhance and maintain its reputation" as "an institution of national 
importance." As this recornrnendation appears to be vital from the 
point of view of an improvemknt in the administrative structure of 
the Institute, the Committee are surprised that it has not so far been 
implemented and consider it essential that this should be done 
forthwith. 

-d+ One particular aspect of the Institute's system of financial man- 
agement needing special attention is the absence of an effective sys- 



d o -  

tern of test audit. The Committee note that during evidence the 
representatives of Government agreed to evolve an appropriate 
arrangement in this respect, in consultation with the Comptroller 
and Auditor General. The Committee trust that this will be done 
and that any arrangements made for audit are not hedged in with 
stipulations which would hamper its effectiveness. 

The Committee would also like to draw the attention of; Govern- 
ment to the recommendations of the Administrative Reforms Corn? 
mission that control over the Department of Statistics should more 
appropriately vest in the Department of Economic Affairs in the 
Ministry of Finance rather than the Cabinet Secretariat, as collec- 
tion and compilation of statistics have a close bearing on formula- 
tion of economic policy. The Committee would like early effect to 
be given to this recommendation particularly as the Cabinet Sccre- 
tariat have, with their other preoccupations, been quite obviously 
unable to give the time and measure of attention and supervision 
that the Institute requires. 

The Committee are at a loss to understand haw Government 
could year after year make substantial payments to the Institute 
for National Sample Survey work without any evaluation of the 
work done and the cost at which it was done. The quantum of such 
payments for work relating to the period 1960.61 to 1965-64 was 
Rs. 256 lakhs. The work was to be done on a contract basis and 
payments were to be made against actual deliveries. No contract 
was, however, signed. In the absence of any agreement about the 



manner in which payments were to be regulated, Government felt 
constrained to make payments from time to time on an ad hoc basis 
Even then, payments 1 -ere delayed with the result that the Institute 
was obliged to borroy considerable funds from banks, the interest 
charges of which were ultimately borne by the public exchequer. 
A three-man Committee was constituted in March, 1964, to assess 
the cost of the Institute's work on the National Sample Survey but 
even after four years an agreement could not be reached and Gov- 
ernment had to resort to the expedient of paying the InStitute what- 
ever was asked for, except for a small amount of Rs- 11 lakhs which 
was disallowed. Even this is apparently not final and the way has 
been left open for the Institute to claim what has been disallowed. 

8 3.a3 Cabinet Secretariat The Committee cannot resist the impression that the settlement 
made with the Institute was not in the best interests of the public 
exchequer. Government have stated that whatever was shown by 
the Institute was accepted, because the system of accounts main- 
tained by the Institute made identification of the expenditure fncur- 
red on the scheme difficult. The C o d t t e e  fail to understand why 
the Government's representatives on the Council of the Institute in- 
cluding that of the Ministry of Finance could not have had the defi- 
ciency in the accounts rectified or checked effectively the Institute's 
outlay on staff which varied from two-thirds to three-fifths of the 
total ex~enditure. 



It should not cause surprise if the extraordinary latitude over 
a number of years that has been extended to this Institute were 
described as nothing short of gross irresponsibility. 

What the Committee find even harder to accept is the fact 
pointed out by the Review Committee that "after huge outlays made 
over a period of years, the Government has not obtained timely data 
for planning and administrative purposes." The Institute "takes not 
less than 27 months from the close of a round of survey to publish 
the report" though. in other countries, "reports relating to a round 
are made available within twelve months and urgent data even 
within a few weeks or months." Even this period of 27 months 
is apparently not often achieved. A review of the annual report 
published by the Institute in 1966-67 shows that the latest report 
published in that year related to the 18th round, which covered the 
period July, 1962 to June, 1963 and the oldest repod to the 11th and 
12th rounds of survey, which took place as early as August, 1956- 
August, 1957. If the reports are thus delayed, "their utility", as 
pointed out by the Review C o d t t e e ,  "is greatly reduced." The 
Committee note that, apart from the Institute, Government them- 
selves have a share of responsibility for this state of affairs. The 
examination of Reports submitted by the Institute to Government 
for clearance has been taking time. Besides, Govenunent could 
have helped the Institute to process the data s p d b  by providing 
them with a computer. This was in fact recommended by the 
Fisher Committee as early as 1957 but it took over ten years for 
the computer to be sanctioned and installed. 
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I I 2.26 Cabinet Secretarial Another important aspect of the National Sample Survey 

work done by the Institute, to which the Committee would like to 
draw attention, is what the Review Committee have characterised 
as the "doubtful utility" of the statistics produced by the Survey. 
The Government's representative admitted during evidence that the 
statistics produced by the Institute relating to crop estimates and 
food estimates were at variance with official statistics and were not 
being utilised by Government. A Technical Committee appointed 
by the Planning Commission which reported in 1967 found official 
statistics of crop estimates "to be in general conformity with the 
evidence on the availability of food-grains" rather than the National g 
Sample Survey statistics. This Technical Committee also took the 
view that "no other series can ever completely replace the official 
series" and recommended that there was "no need for continuing the 
present National Sample Survey series of crop estimates", a view 
substantially taken earlier in 1966 by the Review Committee, when 
it recommended that the entire work relating to the National S m  
ple Survey consisting of design, data collection, processing and inter- 
pretation should be removed from the Statistical Institute (except 
for the State of West Bengal) and brought under unified control. It 
is strange that, though over two years have passed since this recom- 
mendation was made, it still continues to be under Government's 
consideration. The Committee not that Government are themselves 
conscious of the delay that has occurred in the matter. 



The collection and tabulation of operational statistics is not 
the function of an institution like the Indian Statistical Institute. 
As the Review Committee have very appropriately pointed out: "The 
Institute is basically a scientific organisation and should not become 
involved in large-scale routine operations to the detriment of its 
more important work in teaching and fundamental and applied 
research." The Committee hope that, in view of this position, Gov- 
ernment will take immediate steps to have the National Sample 
Survey work taken out of the purview of the Institute and entrust 
it to an organisaion constituted on the lines recommended by the 
Review Committee. 

An immediate decision is also called for on the question as to 
what extent "the heavy arrears" relating to National Sample Survey 
work with the Institute need be completed by them, so that, as 
pointed out by the Review Committee, "time and money need not 
be wasted on completing the whole of the work." The Committee 
desire that, pending a decision on the future set-up for National 
Sample Survey work, Government should ensure that the cost of 
the work done by the Institute is reasonable and is properly account- 
ed for. 

The Committee find it difficult to accept the view of the 
Cabinet Secretariat that the Soviet equipment obtained by way of 
gift was "to be used for research purposes" by the Institute. The 



Institute, which took a large measure of initiative in obtaining the 
equipment, quite obviously intended "from the very beginning" to 
use the equipment for "the production of calculating machines and 
precision instruments." It  is strange, therefore, that before obtain- 
ing the equipment, Government failed to obtain clearance for this 
purpose from the United Nations authorities through whose agency 
the gift was obtained. In the resuIt, the equipment which was 
received between December, 1955, and December, 1958, remained 
largely unutilised and the question of its commercial exploitation 

00 remained under correspondence till in 193) the United Nations autho- 
rities agreed to remove the embargo in this regard. Thereafter, legal 
difficulties, which Governmlent could well have foreseen earlier, stood 
in the way of the implementation of the scheme. It took two years 
to get round the difficulty, by constituting a private company for ' 

the purpose of undertaking manufacture and another three years 
to prepare a project report. When the project report was received 
in April. 1965, Government decided that the enterprise "would not - 
be a cornrnercialIy sound one in view of the lack of foreign collabo- 
ration" and the fact that production in that field had by that time 
been established. - - 1 .  

1 5 Cabinet Secmariat The Committee cannot resist the impression that the whole 3 .a3 matter was ineptly handled by Govwment  right through. In the 



first place, the position regarding the use of the equipment was 
allowed to remain nebulous for a long time after the equipment 
was obtained. Then, having decided to utilise the equipment for 
commercial utilisation, Government passively allowed matters to 
drift for five years. It is strange that in the meanwhile the Institute 
should have been plied with large grants, which over a period of 
ten years ending 1!365-66 aggregated Rs. 41.64 lakhs. The quantum 
of grants was in fact "stepped up" from 1961-62 in the hope that 
the Institute would, through the agency of the private company, 
"start its operations expeditiously." But no positive steps were 
taken by Government in this direction. Neither were any effective 
checks exercised by Government to ensure gainful use of the grants 
given to the Institute. As much as a sum of Rs. 30.70 lakhs out of 
Rs. 41.64 lakhs given to the Institute for this project was expended 
on salaries and allowances of establishment and other ancillary items. 3 
Even after such substantial expenditure, 82 out of 120 crates in which 
the equippent was received remained unopened till October, 1966, 
when a large part of the equipment was transferred to the Garden 
Reach Workshop for establishing a line of production. It is note- 
worthy that a Committee set up by Government to value the equip 
ment at the time of its transfer to the Garden Reach Workshop found 
that "these equipment in packing cases remained without proper 
storage arrangements and consequently suffered considerable deterio- 
ration" necessitating "extensive overhauling". According to the 
Review Committee, which examined the working of the whole 
scheme, "the enterprise was an unnecessary and wasteful venture." 



16 3-21 c hbinct Secretariat 

Government's view that some developmental work was done has 
little to substantiate it, as the details of the developmental efforts 
are not known and the records of the Institute. do not show the 
amounts expended. In fact, the Institute themselves have adlrditted 
that "the spending of about Rs. 49 l a b s  during the 12 years was 
largely (though not entirely) infructuous." 

The Committee hope that steps will be taken by Govern- 
ment now at least to ensure that the equipment transferred to the 
Garden Reach Workshop is put to purposeful and gainful use. The 
Committee would like to be apprised of the progress made in this 

Jc 
direction. 2 

One other aspect of the case, which constituted a sequel to Gov- 
ernment's decision to wind up the project, calls for comment. The 
Institute served notices on the staff employed on the sJleme after 
Government's decision was communicated to them. However, the 
prior approval of Government for serving notices, as required in 
terms of the Indian Statistical Institute Act, was not obtained. Con- 
sequently, the notices were held by the Court to b6 illegal and the 
Institute had to incur an expenditure of Rs. 1.70 lakhs on the reten- 
tion of the staff, which could have been avoided. Liability for this 
expenditure ultimately devolved on Government. The Committee 
would like Government to examine the circumstances in which Gov- 
ernment's representatives on the Council of the Institute failed to 



bring to the notice of the Institute and the Government the omission 
that occurred in this case at  the time of service of notices of tennina- 
tion. 

The Committee note with concern that Government have had 
to bear liability for the cash tiffin subsidy amounting to Rs. 1-54 
lakhs paid by the Institute to its staff after the subsidy ceased to be 
admissible with the introduction of the C.S.I.R. scales of salary, 
dearness allowance and other emoluments. The Institute approached 
Government in October, 1964, for financial assistance to meet the 
liability arising out of the introduction of the new scheme of allow- 
ances. Though Government asked the Institute at  that stage (Novem- 
ber, 1964) to furnish information about the allowances and perquisites 
of the staff, the information was not furnished till June, 1965. Ins- 
tructions were issued by Government in July, 1965, on the basis of 
the information furnished, that the payment of the ti& subsidy 
should be stopped forthwith, but the Institute continued to pay the 
subsidy for nearly a year thereafter, i.e., till June, 1966. Had the 
matter been closely followed up by Government, a substantial part 
of the overpayments, for which Government ultimately bore the lia- 
bility, might have been avoided. 

The Committee observe that several shortcomings in the Institute. 
have been been brought to light by the Review Committee and by 
the auditors of the Institute. Three of these call for specific comment. 

Substantial amounts of capital grants given by Government to 
the Institute have been utilised on the construction of buildings 



- 

However, the standard of construction of the buildings, on which the 
institute expended as much as Rs. 59 lakhs, was found by the Review 
Committee to be "often unsatisfactory", there being a "lack of" even 
"essential amenities." The Institute had "mast of the buildings" 
constructed by a Cooperative Society of which the President was the 
Estate Officer of the Institute. The Review Committee's (~bserva. 
tions in this respect are very revealing: "The training of the officer 
is only that of an overseer. Since the functions of the executing 
agency the supervising agency are combined in the same person, 
it is not surprising that the standard of construction is poor." The 
Committee also note that the Review Committee received "allega- 8 
tions of substantial leakage in the expenses on building operations." 
In view of these findings, the Committee would like Government to 
make a comprehensive investigation into the matter and initiate 
suitable remedial action thereafter. 

20 5 I3 Cabi.?et Secretaria* Another aspect of the construction activities of the Institute 
is the fact that they have been proceeding on a haphazard basis with- 
out "any definite overall plan based on the requirements of the Insti- 
tute over a period of years." As pointed out by the Statutory Com- 
mittee for 1968-69, this practice is fraught with the risk of the Insti- 
tute unwittingly committing itself to schemes the ultimate expendi- 
ure on which might prove to be a source of financial embarrassment 
As any expenditure in this regard will ultimately devolve on Ga7- 



t-mment, t h ~  Ccimmittee trust that effective action will be taken by 
Government to ensure that thc acquisition of properties and cons- 
trucion activities of the Institute prnceed strictly on the basis of a 
Master Plan which should be prepared on a realistic basis. 

1 7 ~  Committee are unhappy that with such a large comple- 
ment c t f  staff, the Institute have not been adhering strictly to rules 
in the matter of creation of p o ~ t s .  sanctioning of new appointments, 
formation of cadres. promotionr. d c .  The representative of Govern- 
ment admitted during evidence that in this respect the Institute has 
been fol!owing the "fvrms" of the rules so far framed: "Whether the 
substance is followed or not is a different thing." The Committee 
t.rust that the matter will receive t he  earnest attention of Govern- 
~nent .  Annthv~.  n:int ,  nn Ics, i:nportlnt. is the need pointed out by 
the Statllto1.y Clun~liittec fl.:r 1968-69 to carry out "a comprehensive 
1wit.w" of t h ~  st:iff pssit.ion in thp Institute "in view of the increas- 
ing usc of romputrr facilities." This would help to fix on a rational 
basis thc s t r ~ ~ i g t h  O F  the staff which accounts for "more than three- 
Gfths of th r  total espendit.urc on   we arch programmes." 

-dn- 'Vhc ('omtnitttv ~vtnlld 31:i,i li!w to cal the attention of Gov- 
crnment to  the varinus i~lfringernent. of rcgu!ations connected with 
the administratTon of R o v i d w t  Fund and Gratuity Fund moneys 
of the Institute Thc Grstttitv Fund moncys have been borrowed by 
t h ~  Institute for meeting current expenses. while the Provident Fund 
accilmulations were mortgaged against an  overdraft obtained by the 
Institute from the State Rank of India. Besides, the Fund itself has 



not been registered lor income tax purposes nor a Board of Trustees 
cons ti tu ted for its administration. This is an extremely undesirable 
state of affairs which the representatives of Government on the 
Council of the Institute should have brought to Government's notice 
for corrective action. The Committee trust that Government will 
now at least ensure that all matters relating to the administration 
of these Funds are put on a satisfactory footing. 

1:abil CI Sc~rct.iri~r In regard t.o other irregularities or shortcomings mentioned in 
this section oi t he  Report, the Committee trust that early action 
will be taken, keeping particularly in view the observations of the 
Heview Committee. 

-do- The findings in this Report .will show that the state of affairs 
ill the Institute is far from a happy one. Government have annually 
been giving to the Institute grants which varied from Rs. 80 lakhs 
to Rs. 209 lakhs over a period of nine years without exercising any 
effective supervision or control over its working. While the Com- 
mittee are of course whole-heartedly for such institutions function- 
ing efficiently in an autonomous manner, they are impelled by the 
facts of this particular case to urge in the strongest terms that Gov- 
ernment should take a more active and continuous interest in the 
functioning of the Institute and take advantage of the provisions in 
the Statute, particularly Section 11 which empowers Government to 



issue directions to the Institute in the public interest, so that the 
Institute might function in a sound and businesslike manner. In- 
deed, in the view of the Committee, it may well have to be considered 
whether a situation has not arisen which warrants the management 
of the affairs of the Institute directly by Government under Section 
12(2) of the Act. 
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