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INTRODUCTION

I, the Chairman of the Estimates Committee, having been autho-
rised by the Committee to submit the Report on their behalf, present
this Forty-Eighth Report on Action Taken by Government on the
recommendations contained in the Twenty-Fourth Report of the
Estimates Committee (Fifth Lok Sabha) on the Ministry of Finance
—Revision of the Form and Contents of the Demands for Grants.

2. The Twenty-Fourth Report of the Estimates Committee (Fifth
Lok Sabha) was presented to the Lok Sabha on the 4th December,
1972. Replies indicating action taken on the various recommenda-
tions contained in the Report were furnished by Government on
the 21st July, 1973, 14th December, 1973 and 17th December 1973.
The Study Group ‘E’ of the Estimates Committee considered the
replies received from the Miristry on the 18th December, 1973 and
approved the draft Report on the same day. The Report was sub-
sequently adopted by the Committee on the 20th December, 1973.

3. The Report has been divided into the following Chapters:—

I. Report;

II. Recommendations which have been accepted by Govern-
ment;

III. Recommendations which the Committee do not desire to
pursue in view of the Government’s replies;

IV. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee; and

V. Recommendations in respect of which final replies of Gov-
ernment are still awaited.

4. An analysis of the action taken by Government on the recom-
mendations contained in the Twenty-Fourth Report of the Estimates
Committee (Fifth Lok Sabha) is given in Appendix VI to this
Report. It would be cbserved therefrom that out of 36 recommenda-
tions made in the said Report. 28 recommendations i. e. 77.8 per cent



(viii}
have been accepted by Government. The Committee do not
desire to pursue 4 recommendations i.e. 11 per cent in view of Gov-
ernment’s reply. The replies of Government to 2 recommendations

ie. 5.6. per cent have not been accepted by the Committee. Final

replies of Government in respect of 2 recommendations i.e. 5.6 per
cent are still awaited.

- New Derni; K. N. TEWARI,
‘December 20, 1873 Chairman,

Agrahayana 29, 1895 (S). Estimates Committee.




CHAPTER I
REPORT

Grants to Private Institutions

(Sl No, 8, Para No. 4.7)

The Committee had, in Para 4.7 of their 24th Report on the
Ministry of Finance—Revision of the Form and Contents of the
Demands for Grants reiterated that the limits of grants of private
institutions should apply to the totality of grants sanctioned by Gov-
ernment as a whole rather than the grants sanctioned by individual
Ministries/Departments. The Committee had expressed that they
saw no serious difficulty in following the suggestion made by the
Public Accounts Committee by devising suitable procedural measures.

2. In their reply Government have stated that there will be
many practical difficulties in adopting the procedure suggested by
the Committee. They have added that the earlier recommendation
of the PAC that cases of grants-in-aid to private institutions amount-
ing to more than Rs. 5. lakhs recurring and Rs. 19 lakhs nonrecurring
should be specifically brought to the notice of Parliament for
approval and that these limits should apply to the totality of the
amounts sanctioned to an institution by the various Ministries of
the Government and not to grants sanctioned by individual Minis~
tries, was intended to be in the nature of a central mechanism. The
difficulties in the way of applying whatever limits are decided upon,
with reference to the totality of grants given by the various Depart-
ments of Governments, were explained to the P.A.C. on more tham
one occasion. Finally, in their 50th Report the Public Accounts
Committee made the suggestion that the difficulty can be overcome
by maintaining a list of institutions which have received more than
Rs. one lakh from any Ministry during the last 3 years and bringing
the list up-to-date every year by a coordinating Ministry nominated
in this behalf. Even this suggestion was found to involve difficul-
ties and it was also felt that it may not serve the object which the
PAC. had in view. Accordingly, the Ministry of Finance, in the
action taken note submitted on 14th November, 1969, requested the
P.A.C. not to press their recommendation and to agree to the appli-
cation of the monetary limits with reference to grants-in-aid to
private institutions for a particular purpose by individual Minis-
tries. The Ministry has added that the reason furnished by Govern-
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ment in their action taken note were based on the various difficul-
ties that are likely to be encouraged in adopting the procedure
suggested by the Committee. The Ministry of Finance have urged
thai 1 view of the reasons given to the PAC and equally valid in

the present case, the Estimates Committee may not press their re-
commendation.

3. While the Committee appreciate the difficulties pointed out by
Government, they feel that it should be possible to furnish at least
information for the previous year in respect of cases involving grants.
in-aid given to private institutions|organisations|individuals amount-
ing to more than Rs. 5 lakhs recurring and|or Rs. 10 lakhs non-recur-
ring by devising a suitable procedure in this behalf,

Performance Budget
(SL. No. 17, Para No, 7.10)

4. The Committee had, in Para 7.10 of their 24th Report, em-
phasised that the technique of performance budgeting has yet to be
perfected and that we have reached so far only the first stage of
defining the activities of a Department in a certain meaningful man-
ner. The second stage of classifying the accounting heads in order to
relate them to the performance budget has yet to be completed. The
third stage which is really one of intimate and significant interest
to Members of Parliament of working out and prescribing norms
and standards which would enable them to evaluate and critically
review the work has yet to be evolved. The Committee had, therefore,
stressed the need for ensuring that all these stages for making per-
formance budget a useful document are completed without further
delay and that concrete action should be taken to see that performance
budget is prepared by all Ministries|Departments who are charged
with developmental and other plan activities.

5. In their reply, Government while accepting the recommendation
of the Committee, have stated that during 1973-74, 13 Ministries|De-
partments presented their performance budget as against 11 presen-
ted during the earlier year, 1972-73. The second Report of the Team
of officers on the reforms in the structure of budget and accounts
relating to the revision of accounts classification heads reported to
have since been received and revised accounting heads have been
prescribed by the C & AG with the approval of the President in pur-
suance of Article 150 of the Constitution, for introduction with effect
from 1-4-1974. Government hope to present the Budget for 1974-75
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according to the revised classification which by and large follows the
functional programme and activity pattern.

6. The Committee note that 13 Minisiries/Departments have pre-
sented performance budgets this year and that the 1974-75 Budget
would be presented under the revised accounting classification.

7. The Committee are, however, not fully satisfied with the infor-
mation given at present in the performance budgets. These Budgets
at present give mass of minor details and lack in focussing attention
on key factors, which could help in the praper nipraisal vf a projeci
or programme. For instance, from the Performance Budget of the
Ministry of Irrigation & Power, it is rather difficult to get a clear
idea of the implementation of power schemes, levels of power gene-
ration, local or national deficits in power generation etc.

.8. In this connection, the Committee understand that to provide
Parliament with a satisfactory basis for discussion of Government
policies and their implementation, the U.K. Government is bringing
out a White Paper on Public Expenditure, giving the expected levels
of expenditure in the current year and forecasts of expenditure for
next five years in respect of each major programme and its main com-
ponents supported by brief notes and tables. Year te year varia-
tions in estimates due to ‘policy changes’ and ‘estimating changes’ are
shown distinctly. The projections in these White Papers are on the
basis of annual surveys of expenditure which are carried out for pur.
poses of planning the Nation’s resources as a whole,

9. Further improvements in the presentation of data in the above
White Papers is being made following the recommendations made
by the Expenditure Committee, U.K. which inter-alia are:—

(i) The cxpenditure should be broken into what was required
to maintain existing standards and what represented imp-
rovements; data on physical measures of output and alter-

. native programme considered should also be given.

(iii) The effects of ‘policy’ and ‘estimating’ changes on goods and
services actually provided should be incorporated.

(iii) The result of Government’s medium-term assessment of
plans should also be given.

(iv) A framework of data should be devised which could pro-
vide for a quantitative analysis of what has been sbtained
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in return for the money spent. Specimen summary tables

have been suggested for bringing together the expenditure
figures and key non-financial stastics which could contri-

bute to a better understanding of the working and app-
raisal of a programme,

10. The Commiitee would suggest that the Ministry of Finance
showid undertake a study of the recent developments in UK. so as
to incorporate in the performance budgets meaningful data which
would help the Members of Parliament and the public to judge the
achievements of a project as compared io its objectives.

11. The Committee feel that the following points in particular may
be covered:—

(1) The impact of revision of preject estimates|capacity on the

economics of the project with particular reference to the
cost of production,

(2) Capacity utilisation and the reasons for shortfalls, if any.

(3) Cost benefit analysis.

(4) Contribution made by the project towards fulfilment of:

(i) sectoral;
(ii) regional;
(iii) national plan.

12. In general the effort should be to so present the data in the
performance budget that it helps to throw up parameters for judging
not only the performance of the particular unit but also facilitate a
comparative study being made with other similar units,

Guidelines for classifying expenditure as plan and non-plan
(S1. No, 19, Para No. 9.3)

13. The Committee had in para 9.3 of their 24th Report observed
that they were unable to appreciate how in the absence of clear
guidelines expenditure could be classified as Plan and non-Plan. The
Committee had desired that the Plannning Commission and Govern-
ment should finalise the matter without further delay so that clear
guidelines in this behalf were issued and observed in preparing the
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budget documents. The Committee had alsg desired that these
guidelines should be clearly mentioned at a suitable place in the bud-
get documents for the information of the Members of ‘Parliament.
The Committee had no doubt that in issuing the guidelines, the
Planning Commission/Government would take into account the pro-
posals of the Ministry of Finance to rationalise the accounting heads.

14. In their reply, Government have stated that the recommenda-
tion of the Committee is being examined in consultation with the
Planning Commission. They have added that the Committee would
be informed of the decision of the Government as early as possible.

15. The Committee would like to point out that during the course
of evidence in September-October, 1972, the representative of the
Planning Commission had stated that they had already circulated
a note to various Ministries and Divisions of the Comniission calling
for information and expected to finalise the guidelines by the end
of the financial year 1972-73. The Committee are concerned to note
that the matter has not yet been finalised and no decision communi-
cated to the Committee. They, therefore, do not feel happy about this
inordinate delay and urge that it is a matter of great urgency and
importance that the guidelines for classification of Plan and non-
Plan expenditure are finalised and issued at least before the com-

mencement of the Fifth Five Year Plan in the interest of effective
budgetary control.

Forward Looking Budgets
(SL. No, 32, Para No. 18.4)

16. In para 18.4 of their 24th Report, the Committee had felt that
rather than merely issuing the instructions and leaving further ac-
tion to the initiative of the Ministries|Departments, a more active
role is required to be played by the Ministry of Finance and the
Planning Commission to develop the concept of “forward looking
budgets” so that advance planning of men and materials is taken
up seriously at least in the Fifth Five Year Plan,

17. In their reply Government have stated that steps have already
been taken to implement the observations of the Committee. It was
added that along with the budget papers. Notes on Important Pro-
jects and Schemes giving the various details is already being circu-
lated, Steps have also been taken to add greater details in the des-
cription of schemes etc. in the Notes on Important Prdjects and
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Schemes, The developmental plans of the various Administrative
Ministries are discussed with each Ministry by the Planning Commis-
sion and the Ministry of Finance with a view to assessing the physical
possibilities and financial resources that are available both in the
context of the Annual Plan and the Five Year Plan. The physical
targets for the Annual Plan and the assistance made available on
their basis are thus correlated with a forward looking assessment of
men and materials. It may not always be pessible to either accurately
forecast or fully disclose the perspective and future requirements for
such activities or services, for instance in the case of Defence Ser-
vices. The Ministry of Finance has further stated that the discussions
are at present also held in the Planning Commission in cosulta-
tion with the Ministry of Finance with the Public Sector
Enterprises. An attempt is being made to enlarge the years covered
by the perspegctive plan in respect cf the public sector enterprises in
such a manner that as against the assessment for a particular year,
the projection for subsequent years could be updated every year.

18. In their further reply, Government have stated that the whole
question of a ‘forward looking Budget’ for men and materials|effec-
tive implementation of Projects in Fifth Plan with a view to achiev-
ing the socio-economic objectives has been engaging the attention of
the Planning Commission. The organisational frame-work is being
worked out and suitable procedures would be evolved in the follow-
ing months.

19. The Committee are not satisfied with the above reply of the
Government. They would, in this connection, like to point out that
during the course of evidence the Secretary, Department of Ex-
penditure had stated: “This is the process which has now started
and it will take some time. We have not specifically stipulated that
the Planning Commission should be assigned a role in this matter
but we always think that in such matters the Ministries will always
associate the Planning Commission in drawing up such plans. As re-
gards the progress made by the Ministry, the process has started and
Ministries are having technical celis so that this can be done, Our
endeavour will be to see that this kind of forward planning of men
and materials is taken up at least in the Fifth Five Year Plan.”

20. The Committee expect that Government, in consultation with
the Planning Commission will make every effort to improve the tech-
nique of forward planning of men and materials so as to obviate any
shortfall in the achievement of targets in the Fifth Five Year Plan.
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Implementation of recommendations

21. The Committee would like to emphasise that they attach the
greatest importance to the implementation of the recommendations
accepted by Government. They would, therefore, like the Govern-
ment to keep a close watch so as to ensure expeditious implementation
of the recommendations accepted by them. In cases where it is not
possible to implement the recommendation for any reason, the matter
should be reported to the Committee with reasons for non-implemen-
tation,

22, The Committee further observe that in respect of certain re-
commendations, final replies of Government are still awaited and the
same have been included in Chapter V. They desire that final re-
plies to these recommendations and further information where called
for in respect of recommendations included in Chapters-II and III
may be intimated to the Committee expeditiously.



CHAPTER 11

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (SI. No, 1 Para No. 1.3)

The Committee have no objection to the provisions relating to a
service being included in one Demand. They note that reappropria-

tion of funds between Revenue and Capital will not, however, be
permitted.

Reply of Government
The observation of the Committee has noted.

[Min. of Fin. (E.AD.) O. M. No. F.8(26)-B|72 dated 7-6-73]
Recommendation (Sl. No, 2 Para No. 2.5)

The Committee have no objection to the proposed rationalisation
of the number of Demands for Grants. They would, however, like to
stress that there are certain statutory and autonomous Semi-autono-
mous organisations like the Indian Council of Agricultural Research,
Council of Scientific and Industrial Research, etc., which are mainly
financed by Government involving substantial amounts. The provis-
ions therefor have hitherto been made in district Demands for Grants.
The Committee would like Government to consider the advisability
of retaining a separate Demand for Grant for such organisations,
failing which it is necessary that the provisions made for various
activities of these organisations are clearly brought out in a schedule

in the relevant Demands for Grants with suitable self-explanatory
notes.

Reply of Government

The Committee’s observations, were kept in view at the time of
restructuring of the Demands for Grants for 1973-74. For the Indian
‘Council of Agricultural Research and Council of Scientific and Indus-
trial Research, the existing practice of including the entire provision
for assistance to the Councils in a separate and distinct Demand for
each has been continued in 1973-74.

[Min. of Fin. (E.A.D.) O.M. No. F. 8(26)-B/72, dated 7-6-73]-

' Recommendation (Sl. No. 3, Para No. 2.6)

The Committee ccnsider that it is but appropriate that the pro-
vision for Secretariat proper of the Ministries|Departments should
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continue to be shown in a separate Demand as at present, but where
for an unavoidable reason, the expenditure on Secretariat is includ-
ed in a composite Demand, the expenditure omrthe Secretariat should
be mentioned clearly and pointedly so that the Members know the
expenditure on it as distinct from expenditure on activities of the
Ministries| Departments.

Reply of Government

In view of this recommendation of the Committee, the arrange-
ment as obtaining in the Demands for Grants for 1972-73 in regard
te the provision for Secretariat proper of the Ministries|Departments
was not disturbed while recasting the Demands for Grants for 1973-
74. However, in the interest of a more meaningful presentation of
the programmes and activities of the various Services/Departments
in a compact and comprehensible manner, the recommendation of the
Team, as mentioned in paragraph 2.2 of the Committee’s Report, des-
erves to be given further consideration. A separate Note in this
regard will be submitted to the Committee.

[Min. of Fin. (E.A.D.) O.M. No. F. 8(26)-B/72, dated 7-6-73].

Further information supplied by Government

In the earlier ‘Action Taken Note’ submitted to the Committee
in respect of this item it was mentioned that a separate note would
be submitted to the Committee, after further consideration of the
relevant recommendation of the ‘Team on Reforms in the Structure
of Budget and Accounts’.

In paragraph 14(a) of its First Report, the ‘Team on Reforms in
the Structure of Budget and Accounts’ recommended that pravision
relating to Miscellaneous functions|services administered by a Minis-
try|Department as well as those relating to the Secretariat expendi-
ture of the Ministry|Department may be included in a separate De-
mand. It was the intention of the Committee that while a separate
Demand may be presented for each of the major services of a Minis-
try, the residuary Demand may contain, apart from the Secretariat,
the provision for miscellaneous or other items which do not form by
themselves a major service.

As pointed out in the ‘Action Taken Note’, the Demands for Grants
presented in 1973-74 are on the same pattern as 1972-73, in so far as
Secretariat proper is concerned. In effect, the recommendations of
the Team, vide para 14(a) of its First Report, has not been imple-
mented in 1973-74 in difference to the recommendations of the
Estimates Committee and the arrangements obtaining in the
Demands for 1972-73 in regard to provisions for Secretariatproper
was continued in the Demands for Grants for 1973-74.

2844 1LS—2
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While prior to 1973-74, by and large, separate Demands were pre-
sented for provisions relating to Secretariat and its offices, some De-
mands also included provision for other items of expenditure. De-
mand.No. 85 in 1971-72 for instance, included provision for certain or-
ganisations of the Ministry of Works and Housing namely, Town and
Country Planning, along with the provision for the Secretariat of the
Ministry. Similarly, in the Demands for Grants for 1972-73, provisions
for certain residual expenditure were included in the Demands re-
lating to Secretariat of the Ministry/Department. Provision for Ex-
ternal Affairs, including that for the Secretariat, had been part of a
composite Demand for a very long time.

However, even where the provision relating to residuary items
was included in the Demand relating to the Secretariat, the provision
for the latter was in every case separate and clearly identifiable.
Thus, the requirement that expenditure on this account should be

distinct from the expenditure on other activities of the Ministry was
fulfilled.

To sum up, as pointed out in the ‘Action Taken Note’ in view
of the recommendations of the Committee, the arrangements obtain-
ing in the Demands for 1972-73 in regard to provision for Secretariat
proper of a Ministry|Department were not disturbed in the Demands
for 1973-74 in spite of the recommendation in the Report of the “Team
un Reforms in the Structure of Budget and Accounts”. It is also pro-
posed to follow in the Demand for 1974-75 the same pattern as was
obtaining in 1972-73, and continued in 1973-74.

[Min. of Fin. (E.A.D.) No. F.8(26)-B|72 dated 14-12-73.]

Recommendation- (Serial No, 5, Para No. 3.6)

The Committee appreciate the concept that in the Demands (i.e.
Part II) accompanying the Budget statement stress should be laid
on major programmes and activities of the Departments highlighting
those aspects of the Budget which are important for an appreciation
of the resource allocation at the national level. The Committee would,
however, like to point out that Government are at present furnishing
useful information about activities.covered by way of notes.in Part
II of the Demands as well as by a.separate brochure entitled ‘Notes
on- Important Projects and Schemes’. Part II of the Demands also
contain schedules indicating details of New Service/New Instruments
of Service, Major. Works, Grants-in-Aid to Non-Government Bodies
(in excess of certain limits). '
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Reply of Government

\Il the information, referred to, has been continued in the revised
pattern of the Demands and the Detailed Demands,

[Min. of Fin. (E.A.D.) O.M. No. F. 8(26)-B/72, dated 7-6-73].
Recommendation (Serial No. 6, Para No. 3.7)

The Committee have no objection to these proposal of Govern-
ment provided it is ensured that Part III of the Demands would be
made available to Members of Parliament along with other budget
Jocuments or at least two weeks in advance of the date for dis-
cussion of the Demands for Grants of the relevant Ministry|Depart-
ment. Till such time this can be done on an assured- basis, the
Committee would like Government to continue the present practice
so that information on these important matters is made available to
Members well in advance of the discussion in the House.

Reply of Government

A statement indicating the dates on which the Detailed Demands
for Grants of each Ministry were laid before Lok Sabha and dates
on which the discussion thereon commenced in the Lok Sabha is
enclosed (Appendix I). It will be observed that except in the case of
Ministries of Home Affairs, Education and Social Welfare, Heavy
Industry and Industrial Development, the Detailed Demands, in all
other cases were laid before Lok Sabha more than two weeks before
the commencement of the discussion of the Demands for Grants of
the relevant Ministry. In the case of these Ministries also the De-
tailed Demands were presented at least 10 days before their discus-
sion . Efforts will be made in future years to completely adhere to
the two weeks limit as has already been assured (vide S. No. 13-
Para 6.5).

[Min. of Fin. (E. A. D.) O. M. No. F. 8 (26)-B|72, dated 7-6-73]

Recommendation (Serial No. 7. Para No. 44.).

The Committee feel that more listing of the new services/new in-
strument of service for which provision ‘is included in the budget
estimate does not serve fully the purpose underlying the recommen-
dations made earlier by the Public Accounts Committee. They
consider that comprehensive notes on new services/new instrurnent
of service to bring. out the objective underlying the
servicelactivity, the financial implications thereof, the time schedule
for completion and commissioning the contribution expected, to be
made in the economic and industrial field etc. may be clearly set out
in the notes to be included in Part II of the Demands.
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Reply of Government

The recommendation is noted for compliance. Howeveér, owing
‘o the numberous changes involved in the restructing of the
Demands for Grants and the limited time available, it did not
become possible to give comprehensive notes on the items of ‘New

service’| “New Instrument of Service” in Part II of the Demands for
1973-74 in all cases.

[Min. of Fin. (E. A. D) O. M. No. F. 8 (26)-B|72 dated 7.6-73]
Comments of the Committee

The Committee trust that from next year onward Government
would ensure that comprehensive notes on new services|new instru-
ment of service are recorded in Part-II of the Demands in each and
every case.

Recommendation (Serial No. 9, Para 4.11)

The Committee consider it singulary unfortunate that details of
subsidy on food transactions which had been agreed to be given by
Government, were not given in the Budget papers for 1971-72 and
1972-73. They -hope that therecwill be ne laxity on this accounts in
future and full details of subsidy on food transactions, such as
average cost price and sale price, actual price paid to the indigenqus
producer and the country from which it is imported, administrative
expenditure, freight, incidental and other charges, losses in transit,
handling and storage, per quintal subsidy etc. would be given in the
budget papers. The Committee consider that giving of full informa-
tion on food grains subsidy, which involves crores of rupees every
year, is vital from the point of view of Parliamentary accountability.

Reply of Government

The recommendation of the Committee has been noted and the re-
quisite information has been given this year, vide P. 48 of the Expla-
natory Memorandum on the Budget for 1973-74.

[Min. of Fin (E. A. D.) O. M. No. F. 8 (26)-B|72, dated 7-6-73].

Comments of the Committee

The Committee note that the necessary details reganding subsidy
payable to the Food Corporation of India for handling indigenously
procuréd foodgrains (wheat and rice) have now been provided in
the Explanatory Memorandum. They, however, find that subsidy is
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also paid to the Corporation for coarse food-grains. Information re-
garding the average procurement price of various types of coarse
foodgrains, the average sale price, the storage and other incidentals,
the element of subsidy etc. should also be clearly brought out in the
Explanatory Memorandum for each major coarse grain on the
same lines as done for wheat and rice.

The Committee would further like that information should be
specifically given in respect of imported food-grains so as to bring
out inter-alia the average imported price, freight charges, storage
transit losses etc., sale price and the element of subsidy involved
therein.

Recommendation (Serial Nos. 10, 11, & 12, Para Nos, 5.2, 5.3 & 5.4)

The Committee attach great importance to the ‘Notes on Important
Projects and Schemes’ which are presented along with the Demands
for Grants. It is these notes which enable Members of Parliament
to understand the objective underlying the expenditure. It is, there-
fore, of the utmost importance that these Notes on Important Pro-
jects and Schemes should be self-contained and bring out inter-alia
all significant aspects like the objective underlying the scheme, the
financial implications, the time schedule for its completion the con-
tribution it would make to the industrial, economic and national

sphere etc.

In the case of the continuing schemes, the notes should clearly set
out the precise progress made in implementing the projects scheme
in accordance with the original schedule, the reasong for variations
and their implications both in financial terms and in their impact on
the national economy.

The Committee would like Government to give separately the
notes on new service/new instruments of service and continuing pro-

jects|schemes under implementation.

The Committee welcome the assurance given by the Secretary,
Department of Economic Affairs to the effect that “in this Note on
important projects, we will give information so that it is possible to
know the position at glance. Ministries would also be asked to state
what is holding up the progress. This would enable the members
to know how the schemes are progressing and whether proper pro-
visions are made or not”. The Committee would like this assurance
to be implemented in letter and spirit. .
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Reply of Government

The recommendations of the Committee have been noted and as
far as practicable complied with in the restructed Demands and
Notes on Schemes and Projects which formed part of the Detailed
Demands for 1973-74 presented this year. A copy of the instruc-
tions issud in this regard vide this Ministry’'s D. O. No. F. ) (69)
B|72 dated 5.12.72, is enclosed (At Appendix II). Efforts will be
continued to improve upon the presentation wherever required.

[Ministry of Fin. (E. A. D.) O. M. No. F.8 (26)-B|72, dated
7. 6. 73].
Comments of the Committee

The Committee observe that while the Ministry of Finance have
issued detailed instruction to the various Ministries of the Govern-
ment of India to compile the information on the various points as
per the recommendations of the Committee, the Notes on Important
Projects and Schemes now dovetailed in the relevant Demand book
are more or less on the old lines.

The Committee feel that if the detailed information asked for in
the Department of Economic Affairs letter of 5th December, 1972 is
collected, analysed and presented in a meaningful manner in the
Budget pepers, it would provide valuable information to the Mem-
bers of Parliament about the programme-cum-performance of im-
portant projects and schemes included in the Budget.

Recommendation (Serial Nos. 13 & 14, Para Nos. 6.5 & 6.6)

The Committee appreciate Government’s proposal to formally
lay Part III of Demands on the Table of the House. As already ob-
served this part of the Demand which is going to be
made comprehensive by inclusion of detailed information, should
be laid on the Table of the House well in advance of the date of dis-
cussion fixed for the Demands. The Committee consider that Part
lII of the Demands should be presented at least fifteen days in
advance of the consideration in the House so that Members have
sufficient time to examine is contents in detail. The Committee
take note of the difficulties expressed by the representatives of Go-
vernment in making this part of the Demands available two weeks
in advance for the next year ie. 1973-74, but they have been
assured that all procedural and administrative details would be got

aver for the presentation of Demands for the following year i. e,
1974-75.

The Committee need hardly point out that since details of
various schemes and proposals are settled by the Government well
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in advance of the commencement of the financial year and Demands
of only a few Ministries|Departments come up for detailed discu-
ssion in the House, it should not be too difficult to ensure presenta-
tion of Part III of Demands at least fifteen days in advance of the
eonsideration in the House.

Reply of Government

In this connection attention is invited to the reply in respect of
Commitee’s recommendaticn at S. No. 6 ibid.

[Min. of Fin. (E. A. D) O. M. No. F.8 (26)-B|72, dated 7-6-73].
Recommendation (Serial No. 15, Para 6.7)

The Committee note that Government propose to make Part III
Demands compact by not exhibiting therein details of programmes|
activities for which provision in a year is less than Rs. 1 lakh, object-
wise break up of schemes costing less than Rs. 10 lakhs and break-
up by circles of account.

Reply of Government
The observations of the Committee have been noted.

[Min. of Fin. (EAD) O. M. No. F.8(26)-B/72, dated 7.6.73].

Further Information supplied by Government

In the earlier reply it was indicated that the observations of the
Committee had been noted. It is clearified that Part III of the
Demands for Grants for 1973-74 were prepared and presented on the
pattern envisaged in paragraph 6.7 of the Committee’s Report.

[Min. of Fin. (EAD) No. F.8 (26)-B|72, dated 14.12.73].
Recommendation (Serial No 16, Para 7.9)

‘The Committee have no objection in principle to the proposal
that performance budgets should gradually be integrated with Part
IIT of the Demands. But till such time as this integration has taken
place in all the Ministries|Departments concerned, Part III of the
Demand should continue to be presented seprately as at present.

Reply of Government

The recommendation of the Committee has been noted.

[Min. of Fin. (E.A.D.) OM. No. F. 8(26)-B/72, dated 7-6-73].
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Further Information supplied by Government

The Committee’s recommendation has been accepted

[Min. of Fin.- (EAD) No. F. 8 (26)-B|72 dated 14.12.73].

Recommendation (Serial No, 17, Para No. 7.10)

The Committee need hardly point out that the technique of perfer-
mance budgeting has yet to be perfected and that we have reached
so far only first stage of defining the activities of a Department in
a certain meaningful manner. . In fact, the second stage of classifying
the Accounting Heads in order to relate them to the Performance
Budget has yet to be completed. The third stage which is really one
of intimate and significant interest to Members of Parliament of
working out and prescribing norms and standards which would en-
able them to evaluate and critically review the work has yet to be
evolved. The Committee cannot too strongly stress the need for
ensuring that all these stages for making Performance Budget a
useful document are completed without further delay and that con-
crete action shall be taken to see that Performance Budget is pre-

pared by all Ministries|Departments who are charged with develop-
mental and other Plan activities.

Reply of Government

The recommendations of the Ccmmittee have been noted.

[Min. of Fin. (E. A. D) O. M. No. F. 8 (26)-B|72, dated 7-6-73].

Futher Information supplied by Government

The recommendations of the Committee have been accepted.
During 1973-74, 13 Ministries|Departments presented their perfor-
mance budget as against 11 presented during the earlier year-1972-73.
The Second Report of the Team of the Officers on Reforms in the
structure of Budget and Accounts, relating to the revision of Ac-
counts Classification Heads, has since been received and revised
accounting heads have been prescribed by the C&AG, with “the
approval of President, in pursuance of Article 150 of the Constitu-
tion for introduction with effect from 1. 4. 1974. It is hoped to pre-.
sent the Budget for 1974-75 according to the revised classification

which by and large, follow the functional, programme and a_ctivity'
pattern.

[Min. of Fin. (EAD) No. F. 8 (26)-B|72 dated 14.12.73].
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Comments of the Committee *
Please see paras 10, 11 and 12 of the Report (Chapter-1).
Recommendation (Serial No. 20, Para 10.3)

The Committee appreciate the acceptance of the suggestion that a
key or a guide to the Budget papers would be brought out by the
Ministry from the Budget for 1973-74. Attempt would also be made

in the key|guide to explain some of the more difficult technical
terms used in the Budget.

Reply of Government

A brochure “Key to the Budget Documents, 1973-74” was circu-
lated along with the Budget papers.

[Min. of Finance (EAD) O. M. No. F 8 (26)-B|72, dated 7.6.73].

Recommendation (Serial No, 21, Para 11.2)

The Committee consider that the public at large have a right to
know broadly how the money raised by way of taxation is being
spent. The Committee note that the ‘Budget At a Glance’ being
brought out by the Government gives some information about the
broad heads under which the money is being raised by way of taxa-
tion and of disbursement thereof on capital and revenue account.
The Committee feel that the information at present given is merely
in the form of tables without any explanatory notes. The Commit-
tee would like Government to amplify this publication so as to
give the public at large the requisite information in an intelligible
manner which would make them appreciate the allocation of re-
sources for developmental, plan and socio-economic activities and
also make them aware of the expenditure which is being incurred on
non-plan and administrative account.

Reply of Government

The recommendation of the Committee has been noted and
efforts will be made to make the ‘“Budget at a Glance” as much infor-
mative as possible within the short time available for its preparation
after the estimates, including those relating ‘'to tax proposals, are
finalised.

[Min. of Fin. (EAD) O. M. No. F. 8 (26)-B|72, Jdated 7.6.73]
Comments of the Committee

The Committe would like to emphasise that while amplifying
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the document ‘Budget at a Glance’ by giving explanatory notes
which would enable the public to know the expenditure which is
being incurred on non-plan and administrative account, it would be
useful if a advantage is taken of the manner in which information is
compiled in the publication entitled ‘How Your Tax Dollar is Spent’
brought out by the Government of Canada at the time of the Budget,
which shows at glance how the money raised from public is spent.
The Comimttee note that the said publication describes the process
and gives an idea of the spending plans for the next financial year.

Recommendation (Serial No, 23, Para 13.3)

The Committee note that Government propose to bring about
the necessary change in the form of budget, as per recommendation
of the Official Team, appointed by them for the next budget, 1973-74.
The Committee would like to stress that all matters connected with
the revised structure of classification of budget should be finalised
well in time, so that for the Fifth Plan , the budget can be prepared
in the revised manner from the very first year of the Plan.

Reply of Government

The recommendation of the Committee has been noted. It is the
intention of the Government to present the Budget for 1974-75
under the revised accounting of classification.

[No. F. 8 (26)-B|72, dated 7.8.73].
Recommendation (Serial No. 24, Para 14.4)

The Committee attach the greatest importance to the role and
contribution of public sector which has come to occupy a commen-
ding position in national economy. The investment in public under-
takings already exceeds Rs. 4000/- crores and the outlay thereon
in the Fifth Five Year Plan is bound to be on a greatly enhanced
scale. It is therefore, of vital importance that the Members of Par-

liament are kept informed about the performance and achievements
of the public sector and its contribution to the national economy.

Reply of Government
Noted.
[B. P. E. O. M. No F.1 (68) Adv (F)|72].
Recommendation (Serial No. 25, Para 14.5)

The Committee find that the Annual Report being brought out
by the Bureau of Public Enterprises at present covers only some

N
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aspects of the functioning of the public undertakings. It fails to
indicate clearly the basic and important problems facing these un-
dertakings, their major deficiencies and the remedial measures taken
or proposed to be taken by Government. In the opinion of the Com-
mittee, this Report should inter alia bring out:

(a) the contribution made by undertakings in achieving a self-
reliant and self-generating economy and in achieving the
social and economic gbjectives;

(b) the extent ot which the role and objectives envisaged for
the undertakings have been achieved;

(c) quality and price of goods manufactured by these under-
takings and the extent to which these have given satis-
faction to the public;

(d) percentage utilisation of rated capacity; and

(e) cumulative and annual loss on these undertakings, re-
asons therefor and the remedial steps taken or proposed
to be taken by Government.

Reply of Government
Improving the form and content of the Annual Report is a con-
tinuous process in which the BPE is engaged. In the Annual Report
for ‘71-72’ since submitted to Parliament, the following additional
features were incorporated:

(i) A new chapter on the performance of Petroleum group of
industries has been introduced;

(ii) A chapter has been added on “Matntenance of Machinery”
which indicates the extent of breakdowns and losses re-
sulting therefrom. An account of measures taken by the
enterprises for effective utilisation of machinery has also
been given;

(iii) In the chapter on Sales Promction and Exports the Table
showing production in quantitative terms has been modi-
fied to indicate the extent of capacity utilisation in res-
pect of major items of production;

(iv) The analysis appended at the end of the Report gives the
working results of enterprises for three years instead of
for two years given in the past.
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Keeping in view the opinions expressed by the Committee, the
. B. P. E. will continue to improve the form and content of the Annual
Report.

[B. P. E. O. M. No. 18 (1) Adv (F)|73].
Recommendation (Serial No. 26, Para No. 14.6)

The Committee need hardly point out that if this annual report
is to serve the purpose of informing the Members of Parliament it
should be made available to them along with other budget docu-
ments so that the Members can study and make use of it when the
relevant Demands for Grants come up for discussion in the House.
The Committee are unable to appreciate why the mere process of
~compilation and printing of annual report should take as many as
5 to 6 months. The Committee would like Government to take con-
certed measures to ensure that the process of compilation and print-
ing is speeded up so that the report is made available to Members
of Parliament along with other budget papers.

Reply of Government

As already explained to the Committee, preparation of the Re-
port in the BPF requires time, for consolidation and analysis and
three to four months for the press to bring out the English and the
Hindi version. The Recommendation of the Committee is noted and
every effort will be made to improve upon the date of presentation
of the Report to the Parliament.

[B. P. E. O. M. No. 18 (1) Ad (F)/73].

Recommendation (Serial No. 27, Para No. 14.7)

The Committee, therefore, recommend that an examination of
the information provided in the consolidated report brought out by
the B.P.E. should immediately be undertaken with a view to im-
proving the format and giving to Parliament information on all vital
aspects affecting these undertakings in a properly analysed manner.
Detailed proposals for improving the report and presentation of
data in a meaningful manner and its timely submission to Parlia-
ment should be drawn up and submitted to the Committee on Public
Undertakings for approval before implementation.

Reply of Government

Government accepts this recommendation. Detailed proposals
in this regard will be drawn up and submitted to the Committee on
Public Undertakings for approval before implementation.

[B. P. E. O. M. No. 18 (1) Ad (F)/73].
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Comments of the Committee on Sl. Nos. 24, 25, 26 and 27

The Committee note that the proposals have been made by the
Bureau of Public Enterprises for the consideration of the Committee
on Public Undertakings which will no doubt take suitable action
in the matter.

Recommendation (Serial Nos. 28 & 29, Para Nos. 15.5 & 15.6)

The Committee recommend that White Papers on new public
undertakings or expansion of existing public undertakings involv-
ing an outlay of Rs. 100 crores or more to start with, in either case
should be brought out by Government containing information on all
significant aspects.

They would suggest that similar White Papers should also be
brought out in respect of departmental manufacturing units which
entail an expenditure of Rs. 100 crores or more, to start with. These
White Papers should be presented to Parliament as and when ready,
at any rate before the discussion on Demands for Grants.

Reply of Government

Government have since set up a Public Investment Board with
the following functions:

(a) Examination of the broad contours of an investment pro-
posal in the project formulation stage based on which a
decision to prepare the Feasibility Report would be taken;

(b) Taking investment decision on proposals for public in-
vestment to produce goods and to provide services;

(c) Consideration of proposals for revision of cost estimates
which exceed those approved at the time of investment
decision.

A copy of Ministry of Finance O.M. No. 26(6)/PF-II/70 dated
30-9-1972 is enclosed -(at Appendix III).

Government accepts the recommendations that White Papers on
new public undertakings or expansion of existing public undertak-
ings and departmental undertakings involving an outlay of Rs. 100
crores or more, shall be presented to Parliament, before the discus-
sion on Demands for Grants.

[B.P.E. O.M. No. F.1(68)/Adv{(F)/72].
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Recommendation (Serial No. 30, Para No, 16.3)

The Committee feel that despite instructions issued by Govern-
ment from time to time for framing project estimates realistically,
the general tendency to pitch the estimates low at the time of ap-
proval of projects by Parliament still persists. They suggest that
all the information that is submitted by the Ministries to the Fin-
ance Ministry at the time of investment decisions, should be brought
out and highlighted, at one place, say, in the Notes on Important
Projects and Schemes, so that Members of Parliament are kept con-
temporaneously informed.

Reply of Government

Instructions have been issued from time to time laying emphasis
on framing estimates realistically. In so far as projects/schemes
(including the investments in existing or proposed public undertak-
ings) are concerned, the Ministries are required to give detailed in-
formation on the objectives of the proposed project/scheme, its
scope, demand assessment and details of product mix and its capa-
city, foreign collaboration, if any, capital cost estimates, likely dates
of completion of the project and commencement of production, if
any, estimates of profitability and likely return on capital employed
when the project achieves full rated capacity production and cost
benefit analysis. In the case of proposals for further investment in
continuing schemes|projects, scrutiny involves inter alia the progress
made, targets achieved, etc. After receipt of the above information,
detailed scrutiny is made in the Finance Ministry. The institution of
Internal Financial Advisers in the Ministries is also utilised for the
scrutiny and estimation of provisions. The procedure regarding
scrutiny of proposals for investment in the public sector has been
recently revised with a view to removing the bottlenecks. A Public
Investment Board has been set up on 30th September 1972, for exami-
nation of the broad contours of an investment proposal in the project
formulation stage based on which a decision to prepare the Feasibi-
lity Report would be taken, for taking investment decision on pro-
posals for public investment to produce goods and to provide services
and for consideration of proposals for revision of cost estimates
which exceed those approved at the time of investment decision.

The suggestion of the Committee that all the information that
is submitted by the Ministries to the Finance Ministry at the time
of investment decisions should be brought out and highlighted at
one place, say in the notes ocn Important Projects and Schemes so
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that Members of Parliament are kept contemporaneously informed,
has been accepted by Government and accordingly necessary instruc-
tions have been issued to the Ministries to furnish all the necessary
details for incorpcration in the Notes on Important Schemes etc.

[Min. of Fin. O.M. No. F. No. 13(6)-E (Coord) |dated 3-7-73].
Cdmments of the Committee

The Committee note that Government have accepted the recom-
mendation. They hope that Government would ensure that all rele-
vant and significant factors which have contributed towards invest-
ment decisions would be duly incorporated in the Notes on Import-
ant Projects and Schemes so that Members of Parliament are kept
ccntemporaneously informed.

Recommendation (Serial No. 31, Para No. 17.4)

The Committee feel that a study to find out “worst cases” of
rush of expenditure at the end of the year, as suggested by the Study
Team of the Administrative Reforms Commissicn would be useful
and should be undertaken by the Finance Ministry with a view to
checking the tendency of rush of expenditure more effectively.

Reply of Government

The existing arrangements for financial control through Internal
Financial Advisers coupled with a system of reporting and test checks
carried out by the Financial Advisers of the Department of Expen-
diture accredited to the administrative Ministries are quite elabo-
rate. Information has been called for from the Associate Finance
Divisions regarding instances of worst cases of rush on expenditure
at the end of the year. On the basis of this information, it is pro-
posed to carry out some case studies on a selective basis. Based on
the results of studies appropriate measures will be devised to curb
recurrence of rush of expenditure towards the end of the financial
year.

[Min. of Fin. 0.M. No. F. 13(5)-E (Coord) |72 dated 26-6-1973].
Comments. of the Committee
The latest position with regard to the measures taken to curb re-

currence of such of expenditure towards the end of the financial year
may be intimated for the informaticn of the Committee. °
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Recommendation (Serial No. 33, Para No. 19.4)

The Committee note that Government have set up Public Invest-
ment Board in order to streamline and speed up decisions an invest-
ments. The Committee would like to watch the working of the
Investment Board. The Committee, however, need hardly emphasise
that the considerations weighing with the Public Investment Board
in taking decisions about investments particularly these involving
rupees hundred crores and more would be brought to the notice of
Members of Parliament in Budget documents,

Reply of Government

The above recommendation of the Committee has been noted by
Government. The considerations weighing with the Public Invest-
ment Board in deciding cases of investments involving Rs. 100 crores
or more will be brought to the notice of Members of Parliament
through the Annual Reports of the Ministry ¢f Finance.

[Min. of Fin. Deptt. of Expenditure O.M. No. 32(31)/PF-II/72
dated 7-7-1973].

Recommendation (Serial No. 35, Para No. 21.5)

The Committee feel that the checks at present exercised by Gov-
ernment and the Planning Commission to ensure proper utilisation
of grants and loans given to State Governments for development of
backward areas and other special problems are not effective enough.
They would suggest that the existing procedures may be reviewed
in order to ensure full and proper utilisation of these funds and secur-
ing due development of the weaker sections or areas of the States.

Reply of Government

The procedure regarding the release of funds to State Govern-
ments for Centrally Sponscred Schemes has been modified vide this
Ministry’s létter No. F2(33)-P/71 dated the 22nd March, 1973 (copy
enclosed at Appendix IV). Under the revised procedure automatic
release of ways and means advances has been reduced from 10 instal-
ments to 8 instalments and further release of funds by the adminis-
trative Ministries has been made conditional to the receipt of pro-
gress of expenditure within the stipulated date. It is hoped that
this procedure would enable the administrative Ministries to keep
a strict watch on the implementation of their programmes and make
diversion of funds by States impossible.

[Mith. of Fin. (Expdr) OM. No, F5(5) PFI/72 dated 30-6-19731.



CHAPTER III

‘RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF THE GOVERNMENT REPLY

Recommendation (Serial No. 4, Para No. 2.7)

The Committee have no doubt that Government would review
the structure of Demands for Grants in respect of other Ministries/
Departments as done already in the case of Ministry of Agriculture
by the team of officers appcinted by Government and that these
would be finalised in consultation with Audit, keeping in view the
-observations made by the Committee in the earlier paragraphs.

Reply of Government

For 1973-74, the Demands for Grants were reconstructed on the
lines in which the Demands fcr Grants for 1972-73 for the Ministry
-0f Agriculture had been recast by the Team of Officers which was
‘headed by the former Deputy Comptroller and Auditor General of
India. As the pattern followed was the same for other Demands,
further consultation with Audit was not found necessary.

In this connection attention is also invited to Paras 17 and 18 of
the “Key to Budget Documents, 1973-74” and the “Introductory
Note” in the ‘Summary of Demands for Grants for 1973-74.

[Min. of Fin. (E.A.D.O.M. No. F. 8(26)-B|72, dated 7-6-1972].
(Recommendation (Serial No, 18, Para No. 8.3)

The Committee welcome the proposal of the Government to ratic-
nalise presentation of items of expenditure by a standard object
classification. They note that the official team in their Report have
pointed out that this may have to be varied for Railways, Defence,
P&T. and even for other civil Departments to indicate more precise-
ly the types of expenditure incurred by them. The Committee would
suggest that the standard cbjects of classification may be drawn up
in respect of these Ministries/Departments also in consultation with
Audit so as to observe uniformity in treatment, ‘as far as possible-
The Committee would also suggest that a comprehensive review of
the standard cbjects of classification may be done after two or three
years of gaining experience so as to make the presentation rational
and more meaningful for purposes of accountability to Pa:rliament.
25
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Reply of Government

The recommendations of the Committee have been noted

The and
action is being taken accordingly.

[Min. of Fin. (E.A.D.) O. M. No. F8(26)-B|72, dated 7-6-1973]
Further Information supplied by Government

The recommendation is accepted and standard objects of expen-
diture for the Departments, referred to, will be drawn up, in consul-
taticn with Audit wherever necessary.

However, for reasons which are obvious, it may not be feasible to
draw up standard objects for expenditure, and exhibit the provi-
sion accordingly, in the case of Defence Services. It may also be

added that for the Railways, this matter inter alia is under examina-
tion of a Task Force.

[Min. of Fin. (DEA) No. F8(26)-B|72 dated 14-12-1973].

Comments of the Government

The Committee would urge that the work relating to the drawing
up of standard objects of classification in respect of the Ministries/
Departments concerned may be expedited, and the result of action
taken intimated to them (Committee) expeditiously.

Recommendation (Serial No. 22, Para 12.2)

The importance of continuous research and study in budgetary
matters in the interest of mcre intelligible presentation and better
accountability to Parliament. nceds no emphasis. The Committee
would like Government to arrange for continuous research being
carried out in this field with a view to make the information includ-
ed in Budget papers more purposeful in the interest of accountabi-
lity to Parliament and reflect the socio-economic and developmental
objectives of Government. Elsewhere in the Report, the Commit-
tee have also suggested that an informative brochure may be
brought out about resource allocation for various activities for the
information of the public. The research staff could help to make
this brochure comprehensive and presentable, keeping in view
similar publications brought out on the subject by other countries-

Reply of Government
The recommendations of the Committee have been noted.

[Min. of Fin. (EAD) O.M. No. F8 (26)-B|73, dated 7-6-1973]
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Further information supplied by Government

The recommendation of the Committee.for the need for conti-
nuous research and study in budgetary matters and for making
the information included in the Budget more purposeful in the in-
terest of accountability to Parliament has been continuously kept
in view.

As the Committee is aware, in the past 2|3 years a number of
improvements have been made both in the structure of the De-
mands and in the information supplied to Parliament at hte time

of presentation of the Budget.

The proposal of the Ministry of Finance which was approved
by the Estimates Committee regarding the restructuring of the
Demands was implemented in the 1973-74 Budget. The major fea-
tures of this restructuring—bringing in one Demand revenue, capi-
tal and loan provisions, two tier presentation of Demands with ap-
propriate details—have made the information provided in the
Budget documents more purposeful in the interest of accountabi-
lity to Parliament.

On the basis of the recommendations of the Team comprising re-
presentatives of Budget Division, Planning Commission and the then
Deputy Comptroller and Auditor General of India, Shri A. K. Mukh-
erji who was the Convener of the Team, Comptroller and Auditor
General has prescribed completely revised Heads of classification
which will also be adopted in the Budget. This classification, which
takes into account the recommendation contained in U.N. Manual on
this subject, attempts at reorientation of the accounts heads on a
functional basis with stress on programmes and activities.

The introduction of the concept of Performance budget was also
a measure to improve the quality of budgetary information to ensure
better appraisal of performance and greater accountability.

Apart from improvements made in the information made available
in the documents accompanying the Budget, for the first time a ‘Key
to the Budget’ was also presented along with 1973-74 Budget. The
Key inter alia explained the important and technical terms used in
the Budget as well as the procedures relating to it.

It is true these improvements and changes, some of which involved
considerable research and effort, were made as part of regular func-
tion of the Budget Division and without a special Research Cell. It
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is, hf)wever, recognised that there is need for a Cell in the Ministry
of Finance to undertake, on continuous basis, study and research on
Budgetary matters. It is hoped that separate staff for undertaking

research and study could be organised soon when conditions for aug-
mentation of staff become more conducive.

[Min. of Fin. (DEA) No. F. 8(26)-B/72, dated 14-12-1973].

Comments of the Committee

While noting the earnest efforts being made by Government in
recent years to improve the format and contents of Budget papers,
the Committee feel that Government should have by now been able
to find staff to attend to the vital problem of continuous research in
order to make the budget papers more purposeful in the interest of
accountability tc Parliament and reflectthe economic and socio-eco-
nomic objectives of Government.

The Committee would like concrete action to be taken in this
behalf without further delay.

Recommendation (Serial Nos, 34, Para 20.3)

While the Committee are not averse to the idea of greater de-
centralisation of powers, they consider that it should not lead to un-
necessary proliferation of institutional arrangement already existing
in the fields of financial advice; work study etc. They feel that a
review of the system introduced in 1968 should be conducted by
next year i.e. before the commencement of the Fifth Plan, with
a view tc removing bottlenecks, if any, and achieving the desired
results with the utmost economy consistent with efficiency.

Reply of Government

Government agree with the recommendation’ of the Committee
that the greater decentralisation of powers should not lead tc un-
necessary proliferation of institutional arrangements already exist-
ing in the fields of financial advice, work study etc. and this aspect
will be kept in view while considering further delegation of powers
to the Ministries/Departments or while reviewing the existing powers
in due course. As regards the recommendation of the Committee
that review of the system introduced in 1968 should be conducted
during 1973-74, it may be stated that the system of internal finan-
cial advice functioning in the Ministries and the exercise of the
delegated powers by them has been under constant watch of the
Ministry of Finance and remedial measures are taken wherever
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necessary in order to remove the bottlenecks in the exercise of
these delegated powers for speedy implementation the schemes etc.
Ministry of Finance have recently revised the procedure regarding
the clearance of the schemes through the Expenditure Finance
Committee. The system introduced on 18-12-1972 is intended to
cover a long range problem and its working has to be judged with
reference to the results achieved over a long period. Government
have, however, set up a group of Ministers to examine the adequacy
of the existing powers available to the Ministries and to consider
the delegation of more powers to them particularly with a view
to removing the bottlenecks in the speedy implementation of the
develcpmental schemes and also satisfying the requirements of
the changing circumstances. This would naturaily entail a fresh
review ‘of the delegation of powers given in the scheme of 1968.

[Min. of Fin. O.M. No. 19 F.13(4) |E (Coord) |72, dated 26-6-1973]
Further Information Supplied by the Government

In addition to what has already been stated in the earlier reply
of the Government, it may be stated that question of further dele-
gation of financial powers is under consideration of the Govern-
ment.

[Min. of Fin. O.M. No. F. 13(7)-E (Coord) |72, dated 17-12-73]
Comments of the Committee

The result of examination by the Group of Ministers regarding
the adequacy of the existing pcwers available to the Ministries with
a view to removing the bottlenecks in the speedy implementation
of the developmental schemes and also satisfying requirements of
the changing circumstances may be intimated for the information
of the Committee. Action taken in pursuance of the recommenda-
tions of the Group of Ministers may also please be indicated.



CHAPTER IV

RECOMMENDATION IN RESPECT OF WHICH REPLIES HAVE
NOT BEEN ACCEPTED BY THE COMMITTEE

Recommendation (Serial No. 8, Para No. 4.7)

The Committee reiterate that the limits of grants to private
institutions should apply to the totality of grants sanctioned by Gov-
ernment as a whole rather than the grants sanctioned by indivi-
dual Ministries|Departments. They see no serious difficulty in
following the suggestion made by the Public Accounts Committee
by devising suitable procedural measures.

Reply of Government

The recommendation of the Committee has been considered.
It is felt that there will be many practical difficulties in adopting
the procedure suggested by the Committee. The earlier recom-
mendation of the P.A.C. that cases of grants-in-aid to private ins-
titutions amounting to more than Rs. 5 lakhs recurring and Rs. 10
lakhs non-recurring should be specifically brought to the notice of
Parliament for approval and that these limits should apply to the
totality of the amounts sanctioned to an institution by the various
Ministries of the Government and not to grants sanctioned by
individual Ministries, was intended to be in the nature of a control
mechanism. The difficulties in the way of applying whatever limits
are decided upon, with reference to the totality of grants given hy
the various Departments of the Government, were explained to the
P.A.C. on more than one occasion. Finally, in their 50th Report
they made the suggestion that the difficulty can be overcome by
maintaining a list of institutions which have received more than
Rs. one lakh from any Ministry during the last 3 years and bring-
ing the list up-to-date every year by a coordinating Ministry nomi-
nated in this behalf. Even this suggestion was found to involve
difficulties as detailed below, and it was also felt that it may not
serve the object which the P.A.C. had in view. Accordingly in
the “action taken note” submitted on 14th November, 1969 (copy
enclosed at Appendix V), the P.A.C. were requested not to press
their recommendations and to agree to the application of the mone-
tary limits with reference to the grants-in-aid to a private institu-
tion for a particular purpose by individual Ministries.
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The reasons furnished by Government in their “action taken
mote” were based on the various difficulties that are likely to be
encountered in adopting the procedure suggested by the Committee.
These were, firstly, that reguilating the cases with reference to a
list of institutions receiving grants of more than Rs. 1 lakh may
ot be reliable as the list, apart from being compiled on the basis
-of past grants, will not include individual grants of less than Rs. 1
lakh given to the same institution by more than one Ministry which
may add up in the aggregate to more than the prescribed monetary
limit. There is also the further point that separate limits have
been prescribed for recurring and non-recurring grants. It will
not be possible to set off the amount of a particular sanction against
one or other of these limits without a meticulous examination of
&he purpose of the grant and this may entail additional labour and
protracted correspondence. These difficulties can be met only if
@ list of all grants-in-aid paid by Government is drawn up, kept
‘up to date and also circulated to all the Ministries, thereby result-
ing in considerable work all round. Secondly, regarding the sug-
gestion for designating a particular Ministry as the coordinating
‘Ministry for this purpose to whom all copies of sanctions of grants-
in-aid could be endorsed, apart from the extra work-load involved
it was pointed out that such over-centralisation may prevent effec-
‘tive timely action as in some cases grants would have been paid
by the time the sanctions reach the coordinating Ministry. As
regards the suggestion that each administrative Ministry should
consult the coordinating Ministry before grants of Rs. 1 lakh or
‘more are paid, adoption of such a procedure would entail avoid-
able inter-Ministerial correspondence and possible delay in payment
of grants. Besides such a procedure can be effective only if the
coordinating Ministry kept itself posted with the up-to-date posi-
tion regarding the grants paid to the various institutions treating
recurring and non-recurring grants differently. Further, acceptance
of the recommendation of the Committee would slow down the
disbursement of grants specially towards the close of the financial
year, and the undisbursed grants would lapse, necessitating fresh
sanctions in the following year. On the other hand, if grants were
disbursed by the concerned Ministries, without such prior scrutiny
by the coordinating Ministry, then the stipulated limits could well

be exceeded, and there would be contravention of the Committee’s
direction.

In view. of the reasons given to the PAC and equally valid in

‘the present case, the Estimates Committee are also requested not to
‘press their recommendation.

TMin. of Fin. O.M. No. F.|13(2)-E (Coord.) |72 dated 5-7-72]
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Comments of the Committee

Please see para 3 of the Report (Chapter-I)
Recommendation (Serial No. 32, Para 18.4)

The Committee feel that rather than merely issuing the instruc-
tions and leaving further action.to the intiative of the Ministries
Departments, a more active role is required to be played by the
Ministry of Finance and the Planning Commission to develop the
concept of ‘forward looking budgets’ so that advance planning of

men and materials is taken up seriously at least in the Fifth Five
Year Plan.

i }Reply of Government

Steps have already been taken to implement the observaticns of
the Committee.” Along with the Budget papers notes on impertant
projects and schemes giving the various details is nlready being
circulated. Steps have also been taken to add greater details in
the description of schemes etc. in the notes on important projects
and schemes vide the ‘Action taken’ statement regarding Para 5.4
of the above Report of the Committee forwarded with this Minis-
try’s O.M. No. F. 8(26)-B|72 dated 7-6-1973.

2. The developmental Plans of the various administrative
Ministries are discussed with each-Ministry by the Planning Com-
mission and the Ministry of Finance with a view to assessing the
physical possibilities and financial resources that are available both
in the context of the Annual Plan and thé Five Year Plan. The
physical targets for the Annual plan and the assistance made avail-
able on their basis are thus co-related with a forwand looking
assessment of men and materials. It has, however, to be appreciat-
ed that it may not always he possible to either accurately forecast
or fully disclose the perspectives and future requirements for such
activities or services, for instance in the case of Defence services.

Discussions are at present also held in the Planning Commis-
sion in consultation with the Ministry of Finance with the Public
Sector Enterprises. An attempt is being made to enlarge the years
covered by the Perspective Plan in respect of the Public Sector
Enterprises in such a manner that as against the assessment for

a particular year, the projection for subsequent years could be
updated every year.

[Min. of Fin. O. M. No. F13(7)-E(Coord) /72 dt. 5.7.73}1
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Further Info:mation Supplied by Government

The whole question of a ‘forward looking Budget’ for men and
Tmaterials/effective implementation of Projects in 5th Plan with a
view to achieving the socio-economic objectives has been engaging
the attention of the Planning Commission. The organisational

frame-work is being worked out and suitable procedures would be-
evolved in the following months.

[Min. of Fin. O.M. No. F13(7)-E(Cocrd) |72 dt. 17.12.73].

Comments of the Committee
Please see paras 19 and 20 of the Report (Chapter-I).



CHAPTER V

‘RECOMMENDATIONS IN RESPECT OF WHICH FINAL
REPLIES OF GOVERNMENT ARE STILL AWAITED.

Recommendation (Serial No. 19, Para No. 9.3)

The Committee are enable to appreciate how in the absence of
clear guidelines expenditure cculd be classified as Plan and non-Plan.
‘The committee would like the Planning Commission and Govern-
ment to finalise the matter without further delay so that clear
-guidelines in this behalf are issued and observed in preparing the
budget documents. These guidelines should also be clearly men-
tioned at a suitable place in the budget documents for the informa-
tion of the Members of Parliament. The Committee have no
doubt that in issuing the guidelines, the Planning Commission|
‘Government would take into account the proposals of the Ministry
-of Finance to rationalise the Accounting Heads.

Reply of Government

The above recommendation of the Committee is being examin-
«d in consultation with the Planning Commission. The Committee
will be informed of the decision of the Government as early as
‘possible.

[Min. of Finance (Expenditure Department) O. M. No. F5(5)-
PEI|73 dated 30-9-1973].

Comments of the Committee

Please see para 15 of the Report (Chapter-I)

Recommendation (Serial No. 36, Para 21.6)

The Committee also feel it necessary that Parliament should be
.contemporaneously informed through budget documents as to how
far the various socio-economic objeciives which had been kept
before the country by Government had been realised during the
previous year ar.d what further steps were proposed in the gudget
year. For this purpose, they would suggest that the Ministry of
Finance in conjunction with the Planning Commission may examine
-as to how far the information g'ven at present in the budget papers,
-Annual Plan Document and the Annual Reports of the Ministries

34
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needs to be supplemented. It may also be ensured that the Annual
Reports and the Annual Plan document are made available to
Parliament before the Demands come up for detailed discussion.

Reply of Government

The above recommendation of the Committee is being examined
in consultation with the Planning Committee. The Committee
will be informed of the dicision of the Government as early as
possible.

[Min. of Fin. O.M. No. F.13(7)-E (Coord) |72 dated 26-6-73]
Further Information Suppl’ed by Government

The whole question of a ‘forward looking Budget’ for men and
materials|effective implementation of Projects in 5th Plan with a
view to achieving the socio-economic objectives has been engaging
the attention of the Planing Commission. The organisational
frame-work is being worked out and suitable procedures would be
evolved in the following months.

[Min. cf Fin. O. M. No. F13(7)-E(Coord) /72 dt. 17.12.73]
Comments of the Committee

The decision in the matter may be expedited and communicated
to the Committee as early as possible. The factual position about
review of performance for the previous plan year and information
about the next plan year may also be intimated to the Committee
expeditiously.

New DEeLHI; K. N. TEWARI
December 20, 1973 Chairman,
Xgrahayana 29, 1A8§5_(S). Estimates Committee.




APPENDIX I

(Vide Recommen-dation No. 6 in Chapter II)

Name of the Ministry/Department Date on which

Part IIT laid

Date on which
discussion
started in Lok Sabha

1 2 3
Commerce 16-3-73 6-4-73
Communiations » 27-4-73
External Affairs » 18-4-73
Home Affairs » 28-3-73
Information and Broadcasting . 2 27-4-73
Labour and Rehabilitation . 2 25-4-73
Planring . . » 27-4-73
Law, Justice and Company Affairs 2 27-4-73
Works and Housing ” 27-4-73
Culture " 4-4-73
Electronics » 27-4-73
Science and Technology ”» 2-4-73
Space » 27-4-73
Supply . s ,, 27-4-73
Parliament, Department of Parliamentary

Affairs, Secretariats of the President

and Vice President and U.P.S.C. » 27-4-73
Agriculture 21-3-73 16-4-73
Education and Social Welfare M 4-4-73
Health and Family Planning 2 27-4-73
Heavy Industry » 3-4-73
Industrial Development » 2-4-73.
Irrigation and Power 3 9-4-73
Petroleum and Chemicals » 27-4-73
Tourism and Civil Aviation » 27-4-73
Atomic Energy » 27-4-73
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1 2 3

Defence 26-3-73 23-4-73
Finance » 27-4-73
Shipping and Transport » 27-4-73

Steel and Mines

27-4-73




APPENDIX 11
(Vide Recommendation Nos. 10, 11 and 12 in Chapter No. IIy

B. MAITHREYAN,
Joint Secretary
D.O. No. F. 3(69)-B|72
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF EcoNoMiIc AFFAIRS)
New Delhi, the 5th December, 1979

SuBJecT: —Demands for Grants for the year 1973-74 Preparation of
Notes on Important Schemes and performance-cum-
programme statements.

Dear Shri

Please refer to my d.o. No. F. 3(6)-B|72 dated the 24th April,
1972 enclosing a copy of the First Report submitted by the Team on
Reforms in the Structure of Budget and Accounts and a copy of the
Note Submitted to the Estimates Committee of Parliament seeking
its approval to the adoption of the recommendations of the Team.
Under the revised arrangements proposed, the Notes on Important
Schemes and Projects which are now brought out as a separate
document will from 1973-74, be appended to Part III of the Demands
for Grants of the respective Ministries.

During the course of examination of this Ministry on the Note
submitted to it, the Estimates Committee referred to the insufficiency
of the information contained in the Notes on Important Schemes and
Projects, especially those relating to public sector undertakings. The
Committee desired that the Notes should invariably contain factual
information on the following points: .

(a) objective underlying the project.
(b) original cost of the project.

(c) if it was revised later, when it was revised and why it
was revised.

(d) original schedule of completion of project or scheme.
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(e) whether a target date of completion was adhered to; and
if not, the reasons therefor.

(f) if it is a plan scheme, whether the targets laid down in
the Plan are being achieved; and if not, the reasons

therefor.

(g) the installed capacity and the actual level of utilisation,
the percentage of the latter to the former and the reasons:
for under-utilisation wherever the installed capacity is

not being utilised.

(h) the phasing of investment on the Project or in other
words the estimate of investment contemplated in each of
the succeeding years till the completion of the Project.

We have assured the Committee that we would incorporate im
the Notes on Schemes and Projects information on all these points.
1t is, therefore, necessary that the administrative Ministries initiate
timely action to get all the relevant information from the public
sector undertakings under their control. As the BPE is intimately
connected with the working of public sector undertakings, it has also
been decided that the Notes on Projects relating to public sector
undertakings should be scrutinised by the Bureau in regard to their
adequacy before they are incorporated in the budget document.
It is, therefore, requested that the Notes on Schemes and Projects
may be prepared in two parts, (1) relating to public sector under-
takings; (2) other schemes and projects. While forwarding the
material to this Division (in triplicate) a copy thereof may be sent
simultaneously to the accredited Expenditure Division of the Min-
istryDivision of the Ministry|Department for their comments. A
copy of the Notes relating to the first part may also simultaneously
be sent to the BPE (by name to Shri D. K. Chakravorty, Adviser,
Finance).

In spite of our instructions year after year we regret to note that
in quite a few cases material is sent by the Ministry very late and
also in an incomplete form. Some-time assorted booklets or notes
prepared in some other connection are sent to us with the result
that within the short time available it becomes an extremely difficult
task for us to wade through the mass of material and bring out a
concise and meaningful note. You may, therefore, kindly ensure
that the note is brief, factual and readable. Some of the other im-
portant points which are to be borne in mind while preparing the
notes are: '
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(1) In respect of the Public sector undertakings, the Notes
should definitely include all the information asked for in
the circular D.O. letter dated 18th November, 1968 from
the Secretary (Expenditure) to all the Secretaries (copy
enclosed). I am particularly mentioning this because the
material received in the previous years did not always
include information in respect of all the items prescribed.
As stated in the Circular D.O. letter it is essential that
this information is provided to Parliament in view of the
commitment given to the Estimates Committee.

(2) Also, in respect of public sector undertakings, perfor-
mance-cum-programme statement and Business type of
budgets are to be made available to Parliament at the
time of the annual budget. In this connection attention is
invited to the proforma for the preparation of perfor-
mance-cum-programme statements sent wunder this
Ministry’s circular letter dated 5th May, 1971 (copy en-
closed). It is necessary that statements are prepared in
the above mentioned proforma in respect of all the under-
takings. Performance and Efficiency indices to be indi-
cated by the Undertakings (Item VI of the proforma)
should be comprehensive and should bring out the per-
formance of the undertakings. While we have left to the
undertakings to construct these indices a few guidelines
are indicated belw on the basis of which perhaps, the
indices may be developed by the undertakings more mean-

ingfully| The indices to be developed may, for example
relate to efficiency in:—

(a) consumption of raw materials per unit of output (esti-
mated and actual);

‘b) consumption of fuel, power, etc. per unit of output (esti-
mated and actual);

(c) total capacity and capacity under utilisation of plant,
machinery and other assets (percentages);

{d) manpower and labour utilisation; and
(e) cost per unit of output (anticipated and actual).

{8) It will not be necessary to include the material in respect
of public sector undertakings again in the Performance
Budgets being prepared by the Ministries. In other words,
these Notes on Schemes should be made as comprehensive
as possible so far as public sector undertakings are
concerned.
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(4) The material in respect of all public sector and other
autonomous bodies should be furnished whether or not

there is any specific budget provision for investment, loan,
grant, etc.

(5) In respect of other schemes, projects and programmes, the
notes should be confined to those costing Rs. 1 crore or
more and for which provision is made in the Budget (Plan
or non-plan) giving up-to-date information abcut the scope
of the project, scheme and programme, the total estimated
outlay, the results, expected from it, the progress in the
execution and the estimated progress at the end of the
Budget year.

The notes should include detailed account of the progress in
terms of both financial outlays and physical achievements
and it should be explained as to what extent the prog-
ramme for targets of the earlier year or years have been
realised and furnish to the extent practicable the reasons
for the shortfall, if any.

Similar notes may be furnished in respect of projects or
schemes costing less than Rs. 1 crore if the Ministries con-
sider them particularly important.

It is emphasised that every endeavour should be made to give a
full picture of the objectives, scope, outlays, targets, accomplishments,
financial results (where practicable), etc., in support of the budget
provisions.

(6) The notes should include schemes, projects and programmes
executed through autonomous bodies and State Govern-
ments also and a clear indication to this effect should be
given in the notes.

The notes should reach us in triplicate (with a copy to the BPE
in so far as they relate to public sector undertakings) latest by 1st
January, 1973 and the Hindi version by 8th January, 1973. In some
cases you may find it difficult to adhere to this time schedule, as the
Televant budget proposals may still be under consideration. In such
<cases, write-up material may be sent in advance, leaving blanks at
‘plaees where the budget provisions. are to be indicated. As soon as
the relevant proposals are finalised, the budget provisions may be
intimated to us. ’

It is possikle that decision in regard to some of the new schemes
-an prOJects may be taken after the date fixed for the transmission

2844 L.S.—4.
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of the above material. It is essential that as soon as these decisions
are taken a write-up on the above lines is sent so that the same may
be incorporated in the budget documents. I need hardly add that
non-inclusion of information on new schemes and projects would

greatly detract from the value of the notes, besides laying ourselves
open to criticism,

While preparing the note limited space that could be allotted to
each project or scheme in the budget documents for these notes may
also please be kept in view. Our endeavour should be to present not:
only a comprehensive picture but also to make it compact.

It will be useful if you could kindly nominate one of your officer
to co-ordinate this work within your Ministry/Department under
intimation to us and to the B. P. E. So far as the Budget Division is
concerned. Shri A. Bhattacharya, Deputy Secretary, will coordinate
the work. You may kindly arrange to send all the material to him.

Yours Sincerely,
(B. MAITHREYAN).

Shri

Joint Secretary,
Ministry
—of
Department

¥

No. F. 3(69)-B|72

Copy for information to Lok Sabha Sectt. (Estimates Committee
Branch).

(B. Maithreyan)
No. F. 3(69)-B|72
Copy forwarded to all Financial Advisers with the request that
they may please ensure that the material is sent by the Ministries

by the prescribed dates. They are also requested to communicate:
their comments thereon immediately.

Copy also forwarded to Shri D. K. Chakravorty, Adviser (Fin-

ance), BP.E. with reference to his d.o. No. —BPE-1 (84) Adv (F) 172
dated 21-11-72.
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P. Govinda Nair, SN
Secretary (Expenditure)
D.O. No. 43|ADV (F) |BPE|68-22
GOVERNMENT OF INDLA
MINISTRY OF FINANCE
BUREAU oOF PuBLic ENTERPRISES

New Delhi, the 18th November, 1969

My dear
The Committee on Public Undertakings in its 15th Report on

Financial Management in Public Undertakings has made the follow-
ing observations with regard to the approval by Parliament of the
capital outlay proposed to be made during the financial year on the
existing public sector undertakings as well as in respect of new ones
proposed to be set up.

Recommn. 24 “The Committee suggest that whenever demands
for additional investment in public undertakings either by
way of loan or equity, are placed before Parliament,
detailed up-to-date information about the past invest-
ments in such undertakings, their achievements and
working results should be given so that Parliament can
exercise more effective scrutiny before approving the

demands.”

Recommn. 25 “So far as new public undertakings are con-
cerned, the Committee are of the view that prior approval
of Parliament should be obtained before registering a
Government Company as far as possible. Government
should also lay before Parliament a document giving in
detail the objectives of the proposed undertaking, its
expected profitability, financial and other obligations”.

2. The replies\ furnished to the Committee are reproduced

below: —

The setting up of a new public undertaking is treated as a
“new service” which means that investment therein is
made after obtaining Parliament’s approval thereto either
through the annual budget of the coming year or through
a supplementary grant during the course of the year. In
urgent cases, advances from the Contingency Fund are
taken, but these are recoupled by presenting supple-
mentary demands to Parliament in accordance with the

Contingency Fund rules.

While obtaining approval of Parliament through the, annual
budget or supplementary demands, detailed informmtion as far as
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possible: on the objectives, scope, capital cost, foreign participation if
any, profitability and other financial obligations will be incorporated
in the “Notes on important Schemes” which are appended to the
Volumes of Demands for Grants of the Ministries concerned, or in
the explanations below the supplementary demands as the case
may be.

In each volume the Demands for Grants of the Ministries con-
cerned, a separate section will be added which will specifically
contain the list of all “New Service” and “New instrument of ser-
vice” items included in the budget documents relating to public
sector undertakings. This section will show the details of investment
either by way of loan or equity in public undertakings indicating
also the references where full details such as the objectives of the
new undertaking, their capital cost, foreign participation, financial
obligations, profitability etc. are given in the budget documents.
Similar information in respect of new service items will also be
given in the introductory note to the “Supplementary Demands”.

3. In order to give effect to the proposed procedure the following
may be noted.

Existing undertakings: Alongwith the budget proposal regarding
additional investment either in the form of equity or loans in an
, existing undertaking, a brief write up may be sent to the Budget
, Division of the Finance Ministry detailing up-to-date information
on the performance of the undertaking, which may inter-alia
include:

(i) The total capital cost of the project showing also the ex-

penditure incurred up-to-date including the utilisation of

t internal resources for the purpose. Any likely increase in
the capital cost may be also indicated.

(ii) The total investment in the undertaking by way of loan
“ or equity, showing also the repayment of loans, if any.

(iii) The physical progress of the construction activities,

~ erection of plant and machinery, township etc. and the

likely date of the completion of the project and commence-
ment of productlon

(iv) Information relatmg to expansxons that may have been

- undértaken -or are proposed ‘to- he undm-taken in the im-
VT2 iddidte future. S

¢,
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(v) Production achievements in physical terms together with
a comparison of the level of previous years’ production,
ete. and -

Y

(vi) Dividends, if any declared.
New or proposed Undertakings:

The setting up of new public undertakings is treated as a ‘new
service’ which means the investment therein is to be made only
after obtaining Parliament’s approval thereto either through the
annual budget of the coming year or through a supplementary
grant during the course of the year. (In urgent cases advances from
the Contingency Fund are taken, but these are recouped by present- -
ing supplementary demands to Parliament:in accordance with the
Contingency Fund Riles) . While obtaining the approval of Parlia-
ment whether through the annual budget or through supplementary
demands, it will be necessary to give detailed’ information in the
“Notes on important schemes’ which are appended to the volumes of
the “Demands for Grants” of the Ministries concerned or in the
explanations below the supplementary demands as the case may be.
In order to incorporate full information in this regard in the budget
documents, it is requested that alongwith the demands for invest-
ment either in the form of equity or loan in new public undertak-
ings a brief write up may please be sent to the Budget Division of
the Finance Ministry indicating the information on the following

points: — i
(a) Objectives of the proposed undertaking and its scope;

(b) Demand assessment and details of product mix and its
capacity; '

(c) Location of the undertaking;
(d) Foreign collaboration, if any.

(e) Capital cost estimates, together with foreign exchange
components;

(f) The likely dates of completion of project and commence-'
ment of production;

() Estimates of profitability; and likely return on capital

employed when the project achieves full rated i
production; and - capacity

(h) Cost benefit analysis. .



ar

¢. I shall be glad if you will kindly ensure that detailed informa-
tion on the lines suggested above is invariably sent in future to the
Budget Division of the Finance Ministry alongwith the demands for
investment in public undertakings for incorporation in the Budget|
Supplementary Demands documents.

Yours sincerely,
Sd|- (P. Govindan Nair)

‘ S Immediate| Budget
No. F. 3(70)-B|70
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
L (DepARTMENT, OF EcONOMIC AFFAIRS)
New Delhi, the 5th May, 1971.

OFFICE MEMORANDUM

Sus: —Demands for Grants for the year 1971-72-Preparation of
Notes on Important Schemes and performance-cum-prog-

ramme Statements. -

. 'Fhe undersigned is directed to refer to this Ministry’s O.M. No.
F. 8(6)-B|60 dated, the 12th June, 1961 wherein extracts of the re-
commendations made by the Estimates Committee (Second Lok
Sabha) in their 73rd Report regarding the preparation of per-
formance-cum-programme Statements were communicated to the
Ministries. It would be recalled that the Committee recommended
that the Public Sector Undertakings should prepare performance
cum-programme Statements for the Budget year as well as for the
previous year and that it should be made available to Parliament
at the time of the Annual Budget. The Committee further suggested
that the specimen forms in which the Public Sector Corporations
in US.A. are required to submit their Statements and Budgets to
the Congress might be suitably adopted for use by Public Sector
Undertakings in India. Based on these recommendations, the Min-
istries were requested to evolve the necessary suitable forms of the
Statements, where necessary, in consultation with th undertakings

concerned.

2. From the material furnished for notes on Important Schemes
and Projects including Public Sector Undertakings by different
Ministries this year in response to this Ministry’s D. O. letter No.
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F. 3(70)-B|70 dated 17th November, 1970, it is noticed that the per-
formance-cum-programme Statements have been prepared for a few
public sector undertakings and further there is no uniformity in:the
form of the Statements furnished for these few undertakings.

3. Keeping in view the requirements indicated by the Estimates
Committee, a proforma for the preparation of performance-cum-
programme Statements has been evolved and is sent herewith.

4. The Ministry of Defence etc., are requested to send this Min-
istry immediately the performance-cum-programme statements in
respect of public sector undertakings in the enclosed proforma
preferably for inclusion in the final Budget Documents for 1971-72
itself. The proforma 'may, in any case, be adopted for sending
material for inclusion in the Budgets for future years.

Sd|- (K. S. Sastry)
Deputy Secretary to the Government of India.
To

All Ministries and Departments of the Government of India.
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APPENDIX I
(Vide Recommendation Nos. 28 and 29 in Chapter II)
GOVERNMENT OF INDIA

MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURE
(Plan Finance Division) -

No. 26(6) |PF-II|70 Dated September 30, 1972.

OFFICE MEMORANDUM

‘Suryect: —Public Dwestment Board.

The current procedure of scrutinising proposals for investment
in the public sector is governed by circulars issued by the Ministry
of Finance (Plan Finance Division and the Bureau of Public Enter-
prises) during 1967 and 1968. This procedure distinguishes three
stages of investment scrutiny viz.,, project formulation, feasibility
study and detailed project report. In the Ministry of Finance the
Financial Adviser is the focal point for receipt of Feasibility Reports
(FR) and Detailed Project Reports (DPR) and for consolidating the
views of the Ministry of Finance on the investment proposals.
‘Thereafter a series of meetings takes place at different levels in the
administrative Ministry, the Ministry of Finance, Planning Commis-
sion, etc., to discuss and process these investment proposals.

2. This procedure was carefully re-examined some time back and
the following important shortcomings were noticed:

(a) Too many meetings at different levels and at different
places tended to delay the investment scrutiny;

(b) The basic and broader issues which tended to get mixed
up with the less important ones could not get isolated
and brought up in clear focus to high decision making
levels adequately early in the process of investment

decision;
(c) There was no fixed and identifiable high forum for
investment decision. i

51
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With a view to removing these shortcomings, the Central Gov-
ernment have decided to set up a Public Investment Board. Subject
to what has been stated in para 3 below the functions of this Board

will be as follows:
(a) Examination of the broad contours of an investment pro-
posal in the project formulation stage based on which a
decision to prepare the Feasibility Report would be

taken;

(b) Taking investment decision on proposals for public
investment to produce goods and to provide services;

(c) Consideration of proposals for revision of cost estimates
which exceed those approved at the time of investment.
decision.

3. All proposals for public investment in public sector corpora-
tions|undertakings involving an amount of Rs. 1 crore and above
should be referred to the Board. Proposals on behalf of depart-
mental undertakings which are now referred to the Expenditure
Finance Committee should thereafter be referred to the Board if the
investment is of Rs. 1 crore and above. The proposals below Rs. 1
crore will continue to be referred to the Expenditure Finance Com-
mittee (EFC). Investment proposals in the joint sector involving
direct Government capital investment (excluding that of public
financial institutions) of Rs. 1 crore and above should also be refer-
red to the Board. Proposals in which the investment involved is
less than Rs. 1 crore will continue to be processed as per current
practice. Investment proposals of the Ministry of Railways, Ministry
of Defence, Department of Atomic Energy, Space and Electronics
will be outside the purview of the Plan Investment Board. Approval
of statutory authorities wherever prescribed or necessary would be
obtained by the Administrative Ministry concerned on the decision
of the Board. It should normally not be necessary to seek direct.
approval “in principle” of the Cabinet for an investment proposal
without referring it to the Public Investment Board.

4. The composition of the Public Investment Board would be as

follows: 3
S ecretary (E), Ministry of Finance . . . . . Chairman

Secretary (EAD), Ministry of Finance . . . Member

Secretary, Planning Commission . .. Member

Secretary, Industrial Dcvelopmcnt . . . . Member

Secretary to the Prime Minister (Dr. P. N. Dhar) . Member

Secretary of the administrative Ministry concerned with

the publice investmen propos:l Member
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Additional Secretary and Director General, Bureau of Public
Enterprises will be a permanent invitee.

5. The Board would be serviced by the present Plan Finance
‘Wing, Department of Expenditure, Ministry of Finance. The Board
-would meet periodically and may issue such instructions as may be
necessary for the effective discharge of its functions. With the
«constitution of the Board and with the procedure prescribed, there
should be no need hereafter for prolonged correspondence and for
too many internal and inter-ministrial meetings at different levels.

6. There are three distinct stages through which a project idea
travels before a public investment takes place. These are project
formulation, feasibility study and detailed project report. Invest-
ment proposals in the first two stages only should be referred to the
Public Investment Board for a decision. The third stage viz., the
examination and clearance of the Detailed Project Report and all
related substantive expenditure sanctions would continue to be
‘handled as at present by Financial Advisers in consultation with the
Ministries concerned. However, if a Detailed Project Report or any
-other revision throws up a cost estimate which exceeds by more
than 20 per cent the amount approved at the stage of investment
decision by the Board, the matter should be referred to the Board
again.

7. It will be desirable to keep these three stages distinct and
separate. In any case, the stages of Feasibility Report and Detailed
Project Report should not be telescoped. Without a clear prior
investment decision, a Detailed Project Report should not be pre-
pared which involves expenditure of considerable time and funds
and which goes into details such as engineering designs, drawings,
construction data etc. Expenditure should not also be undertaken on
preliminaries such as land acquisition, Railway lines and sidings,
side preparation etc., prior to investment decision. At the project
formulation stage a preliminary and broad consideration is given to
the question of priority and to the position of the investment pro-
posals in the context of the Annual and Five Year Plans. This stage
is usually relevant well before preparation of Annual|Five year
Plans by the administrative Ministry concerned with the public
sector investment or when investments not already provided in the
Plan are proposed from time to time. The administrative Ministry -
should very closely associate the Planning Commission at this stage.
_ It is also necessary during this stage to associate the Plan Finance
‘" and Projeet: Appralsal Wing, and where foreign ‘exchange implica-
tion is serious, the Department of Econortic ‘Affatrs also. After such
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consultation a report should be drawn up, incorporating the views
of the concerned agencies where differences exist, by the adminis-
trative Ministry, for submission to the Public Investment Board
through the Plan Finance and Project Appraisal Wing. A Feasibility
Report should be prepared if the Board, after considering the report,
directs so.

8. In the second stage after preparation of the Feasibility Report
sufficient copies thereof should be sent by the administrative Min-
istry along with a note containing their views and recommendations.
to the concerned Financial Adviser in the Department of Expendi-
ture. We will immediately forward for comments copies of the
Report to the Planning Commission, Bureau of Public Enterprises,
Plan Finance and Project appraisal Wing in the Department of
Expenditure and to the Department of Economic Affairs and any
other agency, deemed necessary considering the contents of the
Feasibility Report. Such comments should relate largely to the
broader issues which require consideration at a high level at the
beginning itself. Example of such issues are:—

(a) The contribution of the project to the economic and social
objectives and adherence to concerned policies of Gov-
ernment;

(b) The advisability of undertaking the project in the public
sector, in the joint sector or leaving it to the private
sector;

(¢) Availability of Plan Funds, desirability of diversion of
Plan funds to the new projects from those already on
hand;

(d) The plant capacity and the timing of the investment in
the light of supply and demand balance including export
possibilities of the product|service to be provided;

. (e) The economic benefits of the project as distinct from
financial returns;

(f) Crucial assumptions in the Feasibility Report which are
likely to affect the performance of the commissioned
project in relation to the claims made thereon in the
Feasibility Report;

(8) Major -technological and constructional aspects which
' may have a pearing on the investment decision.
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9. The Financial Adviser will arrange to obtain the comment's
expeditiously, consult the administrative Minisiry concerned if
necessary and prepare 4 report suitably incorporating the comments
of different examining agencies and further views of the adminis-
trative Ministry, if any. The number of internal and inter-Min-
isterial meetings and consultations should be kept to the minimum
with a view to cutting down the time taken in preparing the Finan-
cial Adviser’s report. This report along with the Note, if any, from
the administrative Ministry will be forwarded to the Plan Finance
and Project Appraisal Wing by the Financial Adviser. The latter
will prepare a final appraisal report for the consideration of the
Investment Board bringing out the essential points of and enclosing
the Notes of the administrative Ministry, of the Financial Adviser
and of the Project Appraisal agency of the Planning Commission, if
any. This final appraisal report would examine in detail the finan-
cial and economic features of the proposed investment, of the
assumptions made relating to production, prices etc. The decision of
the Board on this appraisal would be either to go ahead with the
investment or to drop it or to modify it. Following an affirmative
investment decision, the Financial Adviser will give specific sanc-
tions for essential preliminaries of project execution which will not
depend to any serious extent on the Detailed Project Report to be
prepared subsequently. Such sanctions will be preceded by a quick
examination of such details of the project as the Financial Advisers
may deem necessary and that did not figure in the deliberations of’
the Board.

10. It will be the responsibility of Plan Finance and Project Ap-
praisal Wing besides furnishing its comments on the Feasibility Re-
port to the financial Adviser to:

(a) keep in touch with the Financial Adviser to ensure that
Feasibility Reports are examined expeditiously;

(b) get the meetings of the Board convened as ferquently as:
may be necessary;

(c) prepare the finals appraisal report covering the main is-
sues arising out of the comments referred to earlier and
place it before the Board.

11. Normally, a Feasibility Report should be brought up before
the Board alongwith the appraisal report within a period of three
months of the receipt of the Report. Project proposals not ready for
decision of the Board within three months of their receipt should be:



Periodically brought to the notice of the Chairman of the Board by
the Project Appraisal Wing.

12. It is, however the responsibility of the administrative Ministry
“to ensure that Feasibility Reports contain all essential data, present-
ing meaningful alternatives with adequate analysis for choice and
that they are sent for scrutiny in the Ministry of Finance well in
‘time so that haste in scrutiny vitiating its usefulness is avoided.

13. The appraisal report to be considered by the Board will be
-circulated to the members of the Board at least a week ahead of
the meeting and should be sent to the administrative Ministry at
least a fortnight ahead of the meeting. This it to enable the adminis-
trative Ministry to be fully prepared to clarify questions likely to
be raised by the Board.

14. This Office Memorandum supersedes the circulars* hitherto
issued on the subject of scrutiny of Feasibility Reports, noted below,
and modifies the relevant portions of the minutes of the Meeting
circulated vide Department of Expenditure note No. F.4 (3)-E (Coord) |
“71 dated the 30th July, 1971,

Sd|-M. R. Yardi,

Secretary (Expenditure).

*1. D.O. No. 3213-S(IPF) |67 dt. 5th August, 1967 from Shri P.
‘Govindan Nair addressed to Secretaries, Central Economic Minis-
tries.

~ 2. O.M. No. 2(75) |68-BPE (GM) dated 23rd April, 1968 from BPE
addressed to all Ministries|Departments.

3. No. 2400-PF. II|/68 dated 28th August, 1968.



APPENDIX IV

(vide Recommendation No. 35 in Chapter II)

IMMEDIATE

No. 2(33)-P/71
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Expenditure)
Plan Finance I Section

New Delhi: the 23rd March, 1973

1st Chaitra, 1895 (SAKA)

To, e el
Finance /Planning Secretary (All States)

Sus: Centrally Sponsord Schemes—Release of funds towards
expenditure—procedure of—

Sir,

Under the existing procedure of release of assistance to the State
Government towards expenditure on Centrally Sponsored Schemes,
instalments of ways and means advances are released every month
for the first ten months of a financial year (April to January) by
the Ministry of Finance subject to adjustments against the provi-
sional payments which the various administrative Ministries issue
for the schemes towards the end of the financial year on the basis
of the progress reports of expenditure. The State Govern-
ments are required to furnish progress reports of expenditure on a
quarterly basis, the statement for the third quarter ending Decem-
ber also showing the anticipated expenditure in the last quarter for
purposes of provisional payments. In practice, however, it has been
noticed, that the quarterly progress reports of expenditure are not
received in time or with any regularity with the result that the
administrative Ministries find it difficult to keep in touch with and
to assess the performance under a scheme. In this context, it has
been represented that the automatic release of the instalment of

57
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ways and means advances is rather a disincentive for the prompt
reporting of the progress of ,expegc_},i_t}x;q.’,

2. The matter was considered in consultation with the various
administrative Ministries concerned and the Planning Commission
and it has been decided that with effect from the next financial year
(1973-74) the number of monthly instalment of ways and means
advances for Centrally Sponsored Schemes that is being released by
the Ministry of Finance: should be reduced from ten to eight.
Accordingly, such advances will now be released automatically by
the Ministry of Finance from April to November of the financial
year on the first of evety month. Central assittance will thereafter
be released by the administrative Ministries concerned only on
recelpt and in the light of the progress of expenditure according to
the time ‘s¢hedules indicated below:

Release for the On receipt of performance Rerorts to be received
-month of reports relating to by the
December April to Septcmber 20th November
January October’ 20th December
February—March Actuals for November— 20th February

December and anticipate for
the quarter ending the
31st  March.

_' 3. The Administrative Ministry concerned would be prescribing
the proforma for reporting the expenditure details for which they
consider necessary ‘for evaluating the progress of implementation of
the schemes: It is requested that the time schedule for reporting the
expenditure is maintained in order to enable the Ministries to release
the funds by the first of the respective months.

4. The assistance to be released by the Ministries will be made
first ‘adjustable against the Ways and Means advances released by
the Ministry of Finance and only the balance remaining after such
adjustment would be made payable in cash to the State Govern-
ments o

5. The receipt of this letter “may "kindly be acknowledged.
Yours faithfully,
Sd|- (Y. L. Rajwade)

Under Secretary to the Government of India.
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Copy forwarded to:
1. Planning Commissipn PA pivi_sion), New Delhi.
2. All concerned Central Ministries.
3. All concerned Expepditure Divisions.
4. Accountants Genera:lb (All States).

5. Department of Ecpnomic Affairs (Budget Division).

Sdi- (Y. L. Rajwade)

Under Secretary to the Government of India.



B APPENDIX V-

(Vide Recommendation No. 8 in Chapter IV)

No. F. 8(60)-B|69
MINISTRY OF FINANCE

(DEPARTMENT OF ECONOMIC AFFAIRS)

New Delhi, the 14th Nov., 1969.

Statement of action taken on the recommendations of the Public
Accounts Committee contained in their 50th Report (4th Lok Sabhp

Recommendations of the Committee

The Committee are glad that Government have accepted the
suggestion that recurring and non-recurring grants exceeding the
limits indicated by the Committee in Paras 1.74 and 1.75 of the 1lth
Report (Fourth Lok Sabha) should be specifically brought to the
notice of Parliament. The Government have, however, expressed
difficulty about implementing the allied suggestion that, in the case
of grants to private institutions, these limits should apply to totality
of the grants sanctioned by the various Ministries|Departments of
Government rather than the grants sanctioned by individual Min-
istries| Departments. The Committee feel that the difficulty could
be overcome. As pointed out by Government themselves, the
number of cases of grants to the same institution by two or more
Ministries| Departments “is likely to be very small”. A list of insti-
tutions receiving grants-in-aid of more than Rs. 1 lakh from any
Ministry may be drawn up on the basis of grants given to various
institutions during the last 3 years and brought up to date every
year. Whenever a Ministry sanctions a grant to such an institution,
it may forward a copy of the sanction to the Ministry of Finance or
the coordinating Ministry nominated in this behalf, which will keep
a watch over the total grant sanctioned. The individual Ministry
may be required to consult the coordinating Ministry before sanc-
tioning a grant of Rs. 1 lakh or more to ensure that the limits
accepted by the Government are not exceeded.

(S. No. 5 ot Appendix to 50th Report—4th Lok Sabha).
60
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Action taken by the Government

The recommendations of the Committee have been considered. It
is felt that there will be many practical difficulties in adopting the
procedure by the Committee.

Regulating the cases with reference to a list of institutions
receiving grants of more than Rs. 1 lakh may not be reliable as the
list, apart from being compiled on the basis of past grants, will not
include grants of less than Rs. 1 lakh given by more than one Min-
istry but adding up in the aggregate to more than the prescribed
monetary limit, nor will it include non-recurring grants. These
difficulties can be overcome only if a list of all grants-in-aid paid by
Government is drawn up, kept upto date and also circulated to all
the Ministries, which, however will involve considerable work
all round.

As regards the suggestion that a particular Ministry should be
designated as the coordinating Ministry for this purpose to whom all
copies of sarictions of grants-in-aid should be endorsed, apart from
the work-load that this will involve, such a centralisation may not
ensure effective timely action as in some cases the grants would have
been paid by the time the sanctions reach the coordinating Ministry.

Similarly,” the suggestion that each administrative Ministry
should consult the coordinating Ministry before grants of Rs. 1 lakh
or more are paid would, apart from resulting in avoidable inter-
Ministerial correspondence and possible delay in payment of grants,
be effective only if the coordinating Ministry keeps itself posted with
the upto date position regarding the grants paid to the various
institutions, which, however, as already stated, will involve conside-
rable work. Further, in the case of grants given by the Ministries
towards the closing months of the financial year, there may not be
adequate time for the coordinating Ministry to get detailed informa-
tion of these grants for the purpose of reporting to Parliament
before the close of the year. Thus it may more often happen that
Parliament is apprised of a grant involving ‘new service’ only after
it has actually been released.

2. In view of the practical constraints pointed out above, the
P.A.C. are requested not to press their recommendation and agree to
the application of the monetary limits with reference to grants-in-
aid to a private institution for a particular purpose by individual
Ministries.



APPENDIX VI
(Vide Introduction to Report)

Analysis of the action taken by Government on the recommendations contained in
the Twenty-Fourth Report of the Estimates Committee (Fifth Lok Sabha)

I. . Total number of recommendations .. . . 36

2. Recommendations which have been accepted by Government (Vide
recommendation Nes. 1,2,3,5, 6, 7,9, 10, IT, I2, I3, I4, IS,
16, . 17, 20, 2I, 23, 24, 25, 26,27, 28, 29, 30. 31. 33 and

35)
Number . . . 28
Percentage to total . . . 778

3. Recommeniations which the Committee do not desire to pursue in view
of Government‘s replies (vide recommendation Nos. 4, 18, 22 and

34)
" Number . . . . 4
Percentage to total . . .Ix

4. Recommendations in respect of which replies of Government have not
been accepted by the Committee (Vide recommendations at S. Nos. 8 and
32)
Number . . 2

Percentage to total . . . §6

5. ' Recommendations in respect of which final replies of Government are
still awaited (vide recommendation. Nos. 19 and 36)

Number . . . 2

Percentage to total . §6
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