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of Civil Non-Plan Expenditure'.

® 0o e s

3, line 15: for 'Receipt' read 'Receipts'.

5, heading to para 7: for Pl-nt' re=d 'Plan’.

8, lines 2 and 3: for Teub-quently' read
'subsequently’.

13, Heading in Col. 3 of the Table in para 19:
for 'ZIZxpenditure' read '5 times the
expendi ture'.

15, line 4: for 'teachigue' read 'technique'.

18, line 13: for 'Grouth' rcad 'Growth'.

38, Heading in Col.9: for T Expenditure' read
"5 times the expenditure'.

45, item 3 of foot-note, iine 6: for '1-4-1948"
read '1-4-1958"',

46, Col. 9, line 3: for '1168' read '1165',
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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised by
the Committee to submit the Report on their behalf, present this
Ninety-second Report on the Growth of Civil Non-Plan expenditure.

2. The Report is based on a study of the material received from
the Planning Commission, the Ministry of Finance and the Ministry of
Home Affairs. A Memorandum on the subject as approved by the
Committee on the 23rd March, 1960 was sent to the Government for
factual verification and comments. The comments of Government
have been taken into account in this Report.

63. The Report was approved by the Committee on the 26th April,
1960.

NEw DELHI; H. C. DASAPPA,
The 27th April, 1960. Chairman,
The 7th Vaisakha, 1882(S). R Estimates Committee.

) h



I
GROWTH OF NON-PLAN EXPENDITURE

.. (a) Background ..

The growth of civil non-Plan expenditure was taken up for exami-
nation by the Estimates Committee as a result of the reference made
to the Committee by the Speaker for examination of the points raised
by Shri A. C. Guha, M.P,, in a letter to him (vide Appendix I)
regarding the findings in the Appraisal and Prospects of the Second
Five Year Plan issued by the Planning Commission in May, 1958.
This appraisal indicated that despite new tax measures adopted in
the Second Plan period, the tax effort had not provided enough
resources for the Plan, a large part of it having been absorbed by other
demands’ namely, defence, non-developmental expenditure and deve-
lopmental expenditure outside the Plan.*

2. In the scheme for financing the Second Five Year Plan, the
Centre’s contribution from revenues was estimated at Rs. 420 crores
made up of Rs. 252 crorest at 1955-56 rates of taxation and Rs. 168
crores by way of net proceeds of additional taxation (Rs. 225 crores
minus Rs. 57 crores estimated as the share to be transferred to the
States). The Plan left an uncovered gap of Rs. 400 crores which
was agreed to be met through a larger domestic effort, mainly in the
form of additional taxation. The contribution from revenues was
estimated after making provision for minimum increases in expendi-
ture under defence and administration and for maintenance expendi-
ture on social services and developmental items at the level reached
at the end of 1955-56.

(b) Basis for estimate of non-Plan expenditure

3. The Planning Commission was addressed to furnish a note
explaining the basis on which the Second Plan estimate of balance
from current revenues at 1955-56 rates of taxation,viz., Rs. 252
crores, was worked out and to show how far the actual expenditure
during the Second Plan years had exceeded the estimates which the
Plan had adopted for purposes of assuming this surplus of Rs. 252
crores. The note furnished by the Planning Commission is given at
Appendix II. The main points stated by the Planning Commission
with regard to their estimate of non-Plan expenditure during the
‘period are as follows:

(i) The budget estimates for 1955-56 were taken as the base
for estimating receipts and expenditure for the period.

*Vide para 22 of the Appraisal and Prospects of the Second Five Year Plan.

. 1The actual difference between the estimate of revenue at 1955-56 rates of taxation
and the estimate of non-plan [expenditure for the Plan period, however, comes to Rs.
254 crores (Vide figures in Tables I and II, paras 5 and 6).
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(ii) Only the Centre’s share of Excise duties was taken into
account under Tax Revenue. Correspondingly, the
States’ share of excise duties has been excluded from
Expenditure.

(iii) Defence Capital outlay, though shown in capital budget,
has been taken in the estimate as expenditure from
revenue because of its current consumption character.

(iv) At the time of formulation of the Plan a complete budget
in the same sense in which the annual Central budgets
are prepared had not been attempted. Self balancing
items and transfer entries as between the revenue and
the capital accounts and one head of development and
the other had been ignored.

v) Thc estimates made represented a rough assessment of what
might become available out of current revenues over a
five year period for financing the Plan on certain broad
assumptions, several of which have in fact not held
good—some because of unpredictable developments,
difficulty of translating the assumptions in precise
quantitative terms, divergence of budget estimates, re-
vised estimates, revised estimates and actuals even for a
single year etc.

4. It was estimated by the Planning Commission in the Appraisal
referred to earlier that the aggregate yield from the measures of
additional taxation adopted upto 1958-59 would be Rs. 725 crores
over the five year period as against the estimated yield of Rs. 225 crores
referred to at para 2. The total contribution to the Second Plan
from the existing taxation measures and the additional measures
adopted was expected to amount to about Rs. 465 crores instead of
Rs. 420 crores as originally estimated. The Planning Commission
summed up the position as follows in the Appraisal:—

“This means that despite the improvement in tax receipts by
Rs. 500 crores over the original plan target, the revenue
resources available for financing the Centre’s plan out-
lays are expected to show an improvement of only
Rs. 45 crores as compared to the plan estimate. This
inadequacy of the Centre’s resources for the Plan arises
in the main because of the large transfer of resources
under the Finance Commission’s award, and the
increase in defence outlays. The former amounts .to
Rs. 160 crores over the plan period, and the latter
would account for a diversion from potential resources
for the Plan of about Rs. 225 crores on the assumption
that defence expenditure will remain for the rest of the
Plan period at about the same level as the budget esti-
mates for 1958-59. In other words, some Rs. 385
crores of the new taxation at the Centre will have been
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absorbed by these two additional demands on the-
Centre. The States are also expected to get a larger
share from the proceeds of Central taxes than was-
assumed in the Plan and in addition, some grants for
raising the emoluments of low-paid employees. The
continuing food subsidies (beirg met initially from the
capital account and written back to reveanues over a
period) and some increases in non-development expen-
diture constitute a further draft on the Centre’s resources,
Thus, on balance while a massive tax effort has been
made in recent years, the original gap of Rs. 400 crores
in resources still remains more or less uncovered.”

The position in respect of the whole Plan period in the light of the
figures available for the five years has been analysed below.

(c) Revenue Receipt during the period

5. Table I below states the total revenue recéipts over the whole
Plan period including the estimates for 1960-61:

TABLE I

(a) Revenue receipts : (Rs. Crores)

Taxes . . . 3584°6
4225°5

Other revenues . . 640-9

(b) Deduct Revenue transferrcd to States . * 708-g:

(c) Netrevenue accruing to Centre . . . 3516-6
Less transfers to Capital account . . . 144°4

3372°2
(d) Net receipts for Centre éstimated in the Plan
at 1955-56 rates of taxation . 2580

(¢) Net receipts to Centre from additional taxation as wcll as
increase in revenue receipts at 1955-56 rates over and
above the estimates made in Plan . . 792-2:

The break-up of the item at (e) is given below:

(Rs. Crores)
Net receipts from additional taxation during the Secend
Plan period:
Gross receipts . . . 787-8 l
691-8:
Less States’ share . 960 J
Increase in receipts at the 1955-56 rates ovcr and above
the estimates assumed in the Plan . . . . 2448
Total additional receipts to the Centre . . . 936-6
Less transfers to Capital account . . . . 144°4
Balance . . . . 7922

*Also includes grants to States in licu of loss of their share on account of conversiom:
of Company income-tax into Corporation taxfram 1959-60.
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It would be seen from the above Table that the net receipts that
awere estimated to be made available for the Plan and the actual
.xeceipts realised were as follows:

(Rs. Crores)

Estimated Actuals

Rs. 252
“Surplus at 1955-56 rates of taxation . 252 4968 plus )
2448
Amount from additional taxation 168 691-8
TotaL * . . . . 420 11886
Less transfers to Capital Account . 144°4
1044 -2

As against Rs. 420 crores estimated to be available for the Plan,
-a sum of Rs. 1044:2 crores was realised but in fact only Rs. 439 crores
was available for the Plan.

{d) Variations between estimates of non-Plan expenditure and actual
non-Plan expenditure

6. A statement showing the estimates of non-Plan expenditure made
at the time of formulation of the Plan and actuals including the Budget
Estimates for 1960-61 for the entire five year period is given below
at Table II. A resume of the comments of the Planning Commission
.in regard to the increase is given at Appendix IIL

TABLE II
’ (Rupees in Crores)
Expendi- Expendi- .Increasc
ture ture over Ex-
assumed Incurred. penditure
in the assumed
Plan. in the
Plan.
1. Defence outlay on revenue account 10435 12157 1722
2. Defence Capital outlay taken against '
Revenue account for Plan assess-
ment . . . . . 1370 1447 77
3. Civil Administration . . 216°0 2334 17°4
4. Currency and Mint . . 19°0 40°9 219
5. Direct Demands on Revenue . 810 108°5 27-5
6. Debt Serviced . . . 2160 269'5 53°5



Expenditure Expenditure Increase
assumed Incurred. over Ex-

in the penditure
Plan. assumed
in the
Plan.
7. Miscellaneous and Extraordinary . 136°5 175°2 38-7
8. Transfers to Capitalaccount (Trans-
fer of surcharge on Iron & Steel
to Iron & Steel Equalisation fund,
transfer of sale proceeds of evacuee
property and P.L. 480 funds to
Capital account . . . . - 144°4 1444
9. Statutory grants to States . . 970 180°1 83°I
10. Grants to States for non-develop-
mental purposes . . . 30°0 121°7 917
11. Non-Plan developmental expendi-
ture including grants to States for
developmental schemes not included
in the Plan . . . . 350°0 4428 92-8
ToTAL . . . 23260 30769 7509
Less transfers to capital Account . .. 144°4 144.4
Balance . . . 2326°0 2932°5§ 6065

(e) Balance from Revenue actually available for the Plant,

7. Out- of a net Revenue of Rs. 33722 crores accruing to the
Government of India during the Second Plan period, the balance actu-
ally available for the Plan is Rs. 4397 crores as worked out below:

TaBLe III
(Rupees in Crores)
A. Revenue receipts accruing to the Centre’ . . 3372-2
(Vide Table I, Para 5),
Non-Plan expenditure (Vide Table II, Para 6) . 2932°§
C. Balance from revenue actually available for the
Plan (A-B) . . . . . . . . 4397

(f) Results of the analysis

4 8. The following conclusions emerge from a study of the above
ata:

Assuming that Rs. 252 crores, as noted in para 2 of this Report,
were available for the Plan from the anticipated proceeds of revenue
at the 1955-56 rates of taxation, the balance, namely, Rs. 187:7 crores
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only (Rs. 439:7—Rs. 252 crores) should be taken as accruing to the
Plan from additional measures of taxation. As the net additional
receipts accruing to the Centre from such additional measures of taxa-
tion and from better collections from existing sources of revenue comes
to Rs. 792 crores, it would appear that the balance of about Rs. 604
crores of additional revenue raised has been absorbed by increases
over the Plan estimates in the non-Plan expenditure.

The Plan estimated that in addition to the revenue surplus of Rs.
252 crores available from the existing sources of revenue for the Plan,
Rs. 168 crores would accrue to the Centre from additional taxation
making a total of Rs. 420 crores of Plan expenditure to be met from
revenue. This left a gap of another Rs. 400 crores which was also ex-
pected to be covered largely by additional taxation. Any increase in
collection of revenue over Rs. 420 crores should, therefore, have gone
to cover this gap. Though additional revenue was raised to the extent
of Rs. 792 crores, leaving a net advantage of Rs. 624 crores, as against
Rs. 168 crores, the gap was covered only to a very limited extent of
Rs. 19°7 crores.

(g) Views of the Ministry of Finance

9. Referring to the view that the proceeds of additional taxation
levied by the Central Government since 1956-57 have been practically
absorbed by the increases in non-Plan expenditure and not utilised for
the Plan, the Ministry of Finance have intimated as follows in a note
to the Committee:

“This inference is derived from the ‘pairing’ of the yield from
additional taxation with the increases in non-Plan ex-
penditures. A different conclusion would follow if one
were to compare the yield from additional taxation
with the expenditure on the Centre’s Plan financed from
revenue and revenue grants for the State Plans. Addi-
tional taxes levied by the Centre since 1956-57 are esti-
mated to yield Rs. 556 crores during 1956-60. Of this,
the States’ share is placed at about Rs. 70 crores. Thus
Rs. 486 crores was available for disbursement by the
Central Government during the first four years of the
Second Plan. Over the same period the expenditure
on the Centre’s revenue plan and revenue grants for the
State plans as estimated by the Planning Commission
aggregated to Rs. 422 crores. Thus one could argue
with equal force that nearly the whole of the proceeds
from additional taxation available for disbursement by
the Centre was utilised for financing the plans of the
Centre and the States.

It will, thus, appear that the conclusion depends upon the
choice about the ‘pairing’ of a part of revenues and a
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part of expenditures and no conclusive point can be
made by such analysis. This is not to deny the increase
in expenditures both under the plan and outside.”

(h) Finance yiews rebutted

10. The Committee find themselves unable to agree with the above
argument for the following reasons.

It appears from a statement furnished to the Committee by the
Planning Commission (Appendix IV') that the total revenue expendi-
ture including Plan and non-Plan expenditure during the first 4 years
of the Plan was Rs. 2744 crores against which the total revenue receipts
during the period was only Rs. 2620 crores. There was thus a deficit
of Rs. 124 crores on revenue account. The balance available from the
revenue after deducting non-Plan expenditure was only Rs. 298 crores.
In the circumstances, though Plan expenditure to the extent of Rs. 422
crores is shown to have been met from revenue, the actual amount of
Plan expenditure that could be met from revenue would be only Rs. 298
crores (Rs. 422—124=298 Crores). It does not, therefore, seem
to be correct to say that Plan expenditure to the extent of Rs. 422 crores
has been met from revenue.

On the other hand, the Committee consider that in whatever man-
ner the revenue may be paired with the expenditure it is obvious that
while Rs. 420 crores was expected to be available from the current
sources of revenue and additional revenue was raised to the extent of
Rs. 1044 crores during the full Plan period, the amount available to
the Plan would be only Rs. 439 crores as shown in Table 11l and that
the gap in the financing of the Plan would be covered only to the extent
of Rs. 19 crores.

(i) Two aspects of the matter
11. There are thus two aspects to the growth of civil expenditure:
first, the absorption of additional taxation to a very large extent by non-
Plan expenditure and secondly, inability to adhere to the estimates as-
sumed in the Plan regarding normal increase in such expenditure.

The Committee were informed as follows on these aspects by the
Government:

(1) The resources for the Plan are determined after providing
for the non-plan requirements of the Government as
can be anticipated. The initial assessment of resources is
a dimensional approach based on the budgetary data
available at the time which have inevitably to undergo
a change in the light of subsequent developments and
the conditions prevailing at the time such as price
situation, economic conditions both internal and exter-
nal, levels and patterns of investments and savings,
foreign assistance, balance of payment and so on.

(2) The estimates prepared in advance of the quinquennium
could at best be an indication of the order of magnitude



and are necessarily subject to serious limitations. They
were based on certain assumptions, which have sut
quently not held good. Expenditure on some items had
to be raised because of new circumstances such as De-
fence requirements, recommendations of the Finance
Commission etc. that could not in any case have been
foreseen.

(3) The assumption that no taxation would have been neces-
sary over the five year period but for the Plan is un-
warranted

(4) It was exceedingly difficult to forecast the likely trend on
many items and it was understood that while the spend-
ing departments would make every effort to keep down
the non-Plan expenditure there could be no question
of any rigid adherence to such broad overall estimates.

(5) After the Plan as a whole is approved, the Planning Com-
mission allows priorities for the various schemes on an
annual basis with which the Ministries and their
financial advisers are also associated. Finance Ministry,
therefore, while preparing the annual Budget estimates,.
assesses the total resources available for the coming
year including the anticipated revenue surplus or deficit,
capital receipts, market borrowings, foreign assistance.
and the extent of deficit financing which would in the
light of economic conditions and price situation prevail-
ing at the time be resorted to. These resources have then
to be allocated to finance the inescapable non-Plan
items of expenditure accepted by Government, and the
Plan Schemes according to the priorities determined by
the Planning Commission.

(j) Conclusion

12. The Committee appreciate the difficulties in making a definite
forecast of expenditure for a five year period and the impact of unpre-
dictable developments and conditions which would necessarily affect
such a forecast. But they feel that in the context of a planned economy
with' emphasis on dynamism in development of the country, too wide
a variation in the estimates of resources available for furthering the
nation-building activities should not be permitted by allowing too free
a play for administrative and other non-Plan expenditure to mount up
lest the Plan programme is retarded. The Committee consider that im
view of the phenomenal rise in non-Plan expenditure in spite of the
reasonable size envisaged by the Planning Commission in that direction,
it would be most desirable for the Planning Commission to have a spe-
cial study made of the disproportionate rise and make suitable sugges-
tions to see that such expenditure is kept under control and will not
expg:d in the Third Plan as it has done during the Second Plan
period, ‘
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GROWTH IN DIFFERENT SECTORS OF NON-PLAN
EXPENDITURE

(a) Items of non-Plan expenditure which could have been
controlled

13. It would be seen from the Table in para 6 that the bulk of
the increase in non-Plan expenditure over the amount envisaged by the-
Planning Commission is accounted for by Defente expenditure, obli-
gatory expenditure such as Statutory grants to States and Debt Ser--
vices, increases of an accounting nature, such as, transfers of certain.
items of revenue to capital account and write back to revenue of capi-
tal losses and capital expenditure incurred in the past. Expenditure
on these items may not be susceptible of very close control. Close
control on expenditure, however, should be possible on (i) non-Plan
developmental expenditure, (ii) tax collection charges, (iii) civil ad-
ministration, (iv) administrative expenditure under developmental’
heads, and (v) administrative expenditure under Civil Works and’
Miscellaneous.

(b) Non-Plan developmental expenditure

14. As regards non-Plan developmental expenditure, the estimated:
expenditure and the actuals as indicated at Table II in para 6 are-
Rs. 350 crores and Rs. 442-8 crores, respectively. The Planning
Commission has stated that it was not possible to work out a detailed
estimate item by item. It says as follows:

“The niam reasons why an itemwise estimate could not have-
been worked out was that the Central Budget till re-
cently did not exhibit under each head of expenditure-
like education, health, industries etc., the expenditures-
on Plan and non-Plan schemes separately.”

Finally, it adds: |
“In retrospect it also appears that the earlier estimate was on-
the low side.”

The Committee feel that it is a matter for consideration whether-
there should be such a wide divergence between the estimates and the-
actual expenditure and whether there should not be a realistic break-
ing down of the dimensions mdzcated into specific targets for kach-
Ministry.

(c) Tax-collection charges

15. A statement showing the cost of coliection separately for In--
come Tax and allied taxes, Customs and Fxcise duties and the total?

9
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wwrevenue of the Central Government is given at Appendix V. It
'would be observed that the percentage cost of collection varies from
2:03% to 2°34% in respect of Income and allied taxes, from 1:91%,
10 2°17%, in respect of Customs and Excise duties and from 2-38%, to
2:78%, in respect of total revenue. Also the percentage cost of col-
dection tends to rise though one would have expected naturally that
4t would go on decreasing with the increase of tax revenues. In this
connection, it may be pointed out that the cost of collection of In-
-come tax and Death duties varies from 1:3% to 1°34% in the U.K.
and is less than ‘5% in the U.S.A. The cost of collection of Customs
.and Excise duties in U. K. varies from ‘7% to "8%. In the circums-
ganf&‘srthe_re appears to be room to bring down the cost of collection
in India.

In regard to the possibility of bringing down the cost of collec-
tion in India, the following comments were offered by Government in
:a note to the Committee:

“With the emergence of an integrated scheme of taxation,
widening the scope of the various tax measures and
also with the growing need for plugging loopholes and
preventing evasion, the tax collection charges have in-
evitably to go up. A part of the increase is also
attributable to the normal increments, increase in
emoluments of low paid employees and the effect of
Pay Commission’s proposals common to other Depart-
ments. Further, a comparison of the increase in tax
collection charges with the increase in tax revenue is
apt to be misleading, particularly in the earlier stages,
when the yield from the new taxes is low.

The comparison of the proportion of cost of collection to tax
revenue in India with that in U.S.A., UK. or other
advanced countries is likely to give somewhat mis-
leading results. The structure of taxation, the level
of economic development and the structure of eco-
nomy and consequently the proportion of income
brought within the tax net are widely different. Tax
collection charges in a relatively less advanced country
where the amount to be collected is small but the
area and number of assessments large, are bound to
be high.”

The Committee appreciate the various factors pointed out above in
«regard to the cost of collection of taxes but are not convinced that there
s no scope for reduction in the cost of collection especially that of
-established taxes and duties. The Committee have seen the reference
‘te this subject in the Report of the Direct Taxes Administration En-
-quiry Committee, 1959, where they say that the cost of administration
should be kept as low as possible, though later they refer to the fact
that some of their suggestions would involve extra expenditure as ne-
-cessary to check tax evasion and improve the overall efficiency of the
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Department. It does not appear that there has been an attempt to
make a study of the organisations in other countries with a view to
reduce the ratio of cost of administration and to improve its efficiency
here. The Committee would urge that the proce''ure of administering
the taxes in the advanced countries should be studied and adopted with
modifications to suit our conditions. A conscious effort should also be
made for rationalisation and simplification of procedures and improve-
ment of existing methods of work. This, the Committee feel, would not
only result in improved efficiency and larger collection but also bring
down the percentage cost of collection.

(d) Administrative expenditure under developmental heads

16. In reply to the Committec’s suggestion that a record should
be kept of the expenditure on administration included in the cost of
developmental activities so as to help the assessment of administrative
expenditure under developmental heads, Government have stated that
the suggestion would be examined in consultation with the Comptroller
and Auditor General. The Committee suggest that in order to have an
overall assessment of administrative expenditure in broadly defined
fields of activity, it would be desirable if the total administrative ex-
penditure is classified under broad heads such as administrative services,
tax collection, developmental and social services separately under Plan
and non-Plan heads and included in the Explanatory Memorandum on
the Central Budget.

(e) Total Administrative Expenditure

17. There is no overall picture of administrative expenditure under
broadly defined groups of activity. Further, there are no data to assess
the growth of administrative expenditure on Plan items, a start having
been made for segregating Plan and non-Plan expenditure in the
Budget and Accounts from 1959-60 only. Therefore, as a pointer
to the general growth of administrative expenditure, one has to rely on
the figures of total civil expenditure which is given in the Explanatory
Memorandum on the Central Budget every year. A statement showing
the administrative expenditure included in Civil Expenditure (includ-
ing P. & T. expenditure) met from Revenue for the period 1953-61 is
given at Appendix VI. Though P & T expenditure has not been in-
cluded in the examination made in this Report, it has been taken into
account in the statement, so as to help the assessment of the overall
growth of civil expenditure. It would be observed that the total ad-
ministrative expenditure met from Revenue during the five year period
1956-61 has gone up by Rs. 199 crores as compared to the 1955-56
level, the increases under pay of Officers. pay of establishments, allo-
wances and contingencies being Rs. 19°2 crores, Rs. 519 crores,
Rs. 68 crores and Rs. 60 crores, respectively. Even after making
allowances for normal increments, the increases would appear to be
siégniﬁcant the increase under contingencies being particularly mark-
ed.

The Committee feel that the increases are of considerable magni-
tude, the maximum increase having been recorded in 1957-58.

325 (Aii)LS-—2. '
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Whereas it could be expected that efforts would be made to stabilise
the expenditure at the 1957-58 level in which year the internal econo-
my committees were set up in the Ministries, expenditure has been
increasing under all the heads during the subsequent years also. The
Committee feel that intensified efforts are required on the part of all
Ministries for checking the growth of administrative expenditure. The
Committee are glad to note that the Finance Minister in the course of
his speech on the Finance Bill on the 21st April, 1960, said that Govern-
ment was trying to cover all Ministries to see that work was done in a
proper manner so that redundant staff was removed, and that it was
hoped to cover all the Ministries within two or three years.

(f) Civil Administration—Administrative Services

18. The expenditure on Administrative Services has been rising
steadily from year to year. This comprises expenditure recorded under
the following Major Heads of Account dealing mostly with the day-to-
day running of the administration of the Central Government:

1. General Administration.
2. Audit.
3. Administration of Justice.
4. Jails.
5. Police.

6. Ports and Pilotage.
7. Mercantile Marine.

8. Lighthouses and lightships.

9. Tribal Areas.
10. External Affairs.

The expenditure on the above Administrative Services since 1950-

51 is given below: :

(Rupees in lakhs)

Year Expenditure Increase over the

previous year
(1) (2) (3)
1950-51 . . . 22,05 " .

1951-52 - . . 24,97 2,92 .
1952-53 . . TR 24,33 —64
1953-54 . . . 26,80 2,47
1954-55 . - 31,65 4,85
1955-56 . . . 34,81 3,16
1956-57 . . . 39,31 4,50
I95g'58 . . . 42’96 3:65
1958-59 . . 49,43 6,47
1959-60 (R.E.) . 54,99 5,56

1960-61 (B.E.) . . 62,40 7,41
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19. It would be observed that the expenditure on Administrative
Services in 1960-61 has increased by 79:3% since 1955-56. Taking
the expenditure during 1955-56 as the norm and allowing for an in-
crease in expenditure by 109, during the Plan period (this being
roughly the order of increase assumed in the estimate by the Planning
Commission), the expenditure on Administrative Services during the
Plan period should have come up to Rs. 191:49 crores. But in fact
the actual rise would be df the order of Rs. 249-09 crores which will
show an excess of Rs. 58 crores. This will be evident from the state-
ment given in Appendix VII. It would be observed from column 10
of the statement that the increase in expenditure is significant in res-
pect of the following items:

(Rupees in lakhs)

Total Expendi- Difference
1956-57to  ture
1960-61 during

1955-56 +
10%
General Administration . 77,93 69,85 " 8,08
Police . . . 41,90 122,04 18,96
Tribal Areas 42,88 27,56 15,32
*External Affairs . . . 40,78 32,95 7,83

20. In this connection attention is invited to the Memorandum on
the Growth of Civil Expenditure which was circulated by the Ministry
of Finance to Members of Parliament last year. In this Memorandum,
the Ministry of Finance have given the reasons for increase in ex-
penditure in 1959-60 as compared with the actuals for 1957-58. Out
of the increase of Rs. 169.4 crores, Rs. 141 crores are accounted for
by obligatory expenditure, grants and accounting adjustments and
Rs. 28.46 crores are attributed to administrative expenditure. The
increase in administrative expenditure is accounted for by normal
accrual of increments, filling up of posts sanctioned in or filled up in
the course of one year and continued for a full year, increase in the
concomitant allowances paid consequent on the increase in staff, and
expansion in activities. The reasons given for increase in expenditure
so far as the Administrative Services are concerned are as follows:

General Administration: . Expansion of activities.

External Affairs . Opening of a number of new missions
abroad and the upgrading of some, the
revision of rates of foreign allowances,
increased expenditure on the carriage
of diplomatic mail etc. Increase also due
to increase in contribution to U.N.O
(Rs. 9o lakhs).

*Figures regarding Sectt. of the Ministry of External Affairs are included under
General Administration.
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Mercantile Marine . Increase due to the improvement of the
facilities and services provided.
Tribal areas - . . . Raising of three more battalions of Assam

Rifles fo. security in the NEFA and
Naga Hills Tuensang area (Rs. 24 crores)
and the creation of a new centrally ad-
ministered area viz. Naga Hills Tuensang
Area with effect from 1st October, 1957
(Rs. 1 crore).

Increase due to larger payments to State
Governments for services rendered by
them.

*Police

21. It would be a matter for examination whether there was no
scope for effecting economy in expenditure under these items which
relate mainly to non-Plan activities. \

The Ministry of Finance, commenting on the above observation,
has stated as follows:

“The studies made by the Special Reorganisation Unit and
the Committee on Plan Projects, show that there is
- room for economy. This does not, however, necessari-
ly prove that there is extravagance and waste in Gov-
ernment expenditure. Most of the economies suggest-
ed have resulted from simplifying and streamlining
methods of work, more economical designs and speci-
fications, better organisational structures, etc. These ~
aspects of economic functioning of organisations re-
quire patient and laborious analysis of facts and it
takes time to arrive at conclusions. The scope for eco-
nomy will also vary from office to office. In the con-
text of the-Plan, however, it is not possible to show a
net reduction in expenditure. It has also to be re-
cognised that any expenditure incurred on establish-
ments engaged primarily for the direction of planning
and developmental activities should also strictly be
treated as Plan expenditure though provision for it
might not have been directly included in the Plan.

Ministries have generally been requested to keep the expendi-
ture on staff, travelling allowances, contingencies, etc.
to the absolute minimum and a continuous watch is
also kept by the Internal Economy Committees ap-
pointed under the Ministries.”

The Committee observe that the increase in work on account of
expansion of activities, Plan or non-Plan,  should be largely met

.

*The Ministry of Hcme Affairs have stated during factual verificaticr that the in-
crease is also due to the intensification of police activities yarticvlerly cr the border arees,
raising of armed constabulery and Central Reserve Police Batizlicrs ord the strergthepirg
of border check posts and also due to the acceptance of some of the recommendations of the
l;ay Comr:r\uisstiion. The Ministry have further stated that the need for economy was always

ept in mind.
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through a rational husbanding from the existing strength with the
minimum possible expansion of establishment. The Committee consi-
der that it would be desirable to apply the basic principles of the work-
study teachique in each Ministry to streamline the methods of work
and to regulate the growth of expenditure in each field of activity.

m

GROWTH OF PERSONNEL
(a) Strength of Civilian Staff

22. The Ministry of Home Affairs was addressed to furnish in-
formation regarding the growth of personnel in Central Government
employment, the number of Secretaries, Joint Secretaries, Deputy
Secretaries and Under Secretaries and also the number of posts aboli-
shed or declared surplus since the economy drive in 1957.

The statemsnt showing the staff strength of civilians employed
under the Central Government since 1951, as furnished by the Minis-
try of Home Affairs is reproduced below:

TABLE IV

Statement showing the staff strength of Civilians employed under the
Central Government (excluding Railways and the Indian Mis-
sions abroad) as on the 31st March of each year from 1951 to
1959. The statistics are based on staff strength returns S.S.R.I.
received from establishments under the various Ministries of the
Government of India (Regular Establishment only).

Regular Establishment
Adminis- Skilled
trative and
Year and Clerical* semi- Unskilled Total
Executive skilled

March, 1951 . 48,685 1,35,20I  1,46,975  2,49,544  5,80,405
March, 1952 . 55,039  1,44,714 1,50,504 2,48,103  5,98,360

March, 1953 . 58,618 1,52,733 I,50,96I  2,55,255 6,17,568
March, 1954 . 58,747 1,56,380 1,53,490  2,49,969  6,18,586
March, 1955 . 46,412 1,78,810 1,58,808  2,49,999  6,34,119
March, 1956 . 54,506  2,01,395 I,50,42I  2,47,779  6,54,I01
March, 1957 . 68,935 2,17,536 1,46,725 2,42,895  6,76,091
March, 1958 . 69,632 2,33,680 1,50,586 2,40,595 6,94,502
March, 1959 . 74,169  2,41,319  1,58,367  2,45,714  7,19,569

N.B.—1. *From January, 1955 the non-gazetted administrative staff which was so far
bzing shown under the head ‘Administrative and Executive’ has been addcd on to the grcup
‘Clerical’ to form this new group.”

2. The percentage of Permanent persons, as calculated by C.S.O. for the years 1955
and 1956 is respectively :—
1955 . . . . . . . . 35.3%
1956 . . . . . . o . 37-3%
No earlier or later figures are available,
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23. The following points arising from the above Table are worthy
of note:

(i) There has been a steep rise under ‘administrative and
executive’ from 48,685 in 1951 to 74,169 in 1959 i.e.
by more than 50%.

(ii) Under ‘clerical’ the rise has been even more marked i.e.
from 1,35,201 in 1951 to 2,41,319 in 1959—which
is by more than 78%.

(iii) While under ‘administrative and executive’ there has been
a sudden and  steep drop of 12,000
from 58,747 in 1954 to 46,412 in 1955—
all within the span of one year, there has been a rise
in ‘clerical’, ‘skilled’ and ‘semi-skilled’ and ‘un-skilled’
during the same Yyear.

(iv) There has been a noticeable increase in the strength of
‘administrative and executive’ personnel to the extent
of 60% during the last four years. The increase in
‘clerical’ staff during the same period is by 34.9 percent.

(v) The strength in the ‘unskilled’ has fallen from 2,49,544
in 1951 to 2,45,714 in 1959.

24. The Ministry of Home Affairs has stated as follows regarding
Item (iii): A

“It may be stated that the terminology adopted by the
D.G.R.E. in 1955 was different from that adopted by
them earlier. As the Lok Sabha Secretariat wanted
information from 1951 onwards, the more detailed
information available from 1955 onwards was
re-arranged into four broad categories adopted by the
D.G.R.E. earlier to 1955. This involved transfer of
certain categories of “non-gazetted staff” included in
“administrative and executive” group till December,
1954 to the “clerical” group from January 1955
onwards. It has not been possible to effect a similar
transfer in respect of the previous years because there
was no precise data available for that period regarding

the classification of the strength of the nonsgazetted
staff.

Regarding the comment that the steep increase in the clerical
grade is not fully explained, it would appear that the
difference of only about 12,000 between the figures
of 1954 and 1955 under the head “administrative
and executive” has been assumed as due to “trans-
fer”. But if allowance is also made for the increase
in 1955 in the strength of the non-gazetted staff
hitherto included under ‘administrative—executive”
grade, then the proportionate difference of increase in
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the clerical grade may not be higher than the rate at
which this grade has been expanding in the previous
and succeeding years.”

The Committee feel that the increase in the ‘administrative and
executive’ category and ‘clerical’ category was above the normal
growth. As regards the ‘clerical’ category it is scen that in the pre-
vious years the increases were of the order of 9500, 8000 and 3600
during the years 1952, 1953 and 1954 respectively and that the in-
crease in 1955 set the pace for a faster growth in the succeeding
years when the increases were of the order of 22,485, 16,141, 16,153
and 7,630 respectively during the years 1956, 1957, 1958 and 1959.
‘The Committee have not been given any reasons for the large increase
by 60% in 4 years in the ‘administrative and executive’ personnel dur-
ing the period. An analysis of the phenomenal growth in that cate-
gory may be very revealing and necessary to regulate future expan-
sion.

(b) Strength of Under Secretaries and above

25. A statement is given at Appendix VIII showing the strength
of officers of the rank of Under Secretary and above and in equiva-
lent posts (in all the Ministries including their attached offices). It
is seen from the following Table that the increases in the number of
such officers are significant:

*TAéLE Vv

1947 1951 1954 1955 1956

Secretary . . . . 37 37 42 42 46
Joint Secretary . . 79 87 106 141 142
Deputy Secretary . . 210 244 325 410 472
Under Secretary . . 463 556 713 881 1006

It is interesting to note that the increase in 1955 itself was as fol-
lows:

Joint Secretary 35.
Deputy Secretary 85
Under Secretary 168

*The Ministry have not furnished figures for the period subsequent to 1956 in respect
of the Secretariat and attached offices. However, they have furnished figures as follows
regarding the number of posts of Under Secretaries and ebcve and equivalent posts in tke
Secretariat only for the period 1957 to 1959 :—

1957 1958 1959
Secretary . . o 8
Joint Secretary . 39 xgg 136
Deputy Secretary 302 326 329

Under Secretary . 544 602 607
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The Ministry of Home Affairs has explained that the increase in
1955 was largely due to the increase in the volume of work consequent
upon the adoption of the Second Five Year Plan. The increases in
different Ministries were brought about according to the specific re-
quirements and it would be difficult to give any single explanation
for the Government of India as a whole without examining the posi-
tion in detail in each Ministry. /3 regards 1955, the Ministry has
mentioned that it was the last year of the First Five Year Plan and
also the year when the final preparatory work relating to the Second
Five Year Plan was in full speed. The Committee feel that the in-
crease in strength of Joint Secretaries, Deputy Secretaries and Under
Secretaries is unduly high. '

(c) Grouth of Staff in the Secretariat

26. A statement showing the number of posts in the Central Sec-
retariat of the Government of India during the years 1948, 1951,
1953, 1955, 1957, 1958 and 1959 is given at Appendix IX. The
following points are observed from the statement:.

(i) There has been a steep rise in all categories of posts from
1-4-1948 to 1-4-1959.

(ii) The increase in staff in all categories from 1-4-1955 to
1-4-1959 which covers part of the Second Plan period
is more than double the increase in staff from 1-4-1951
to 1-4-1955 which corresponds to the First Plan period,
the growth being particularly marked in the Class II
(Non-gazetted), Class III and Class IV categories.

(iii) Whereas the number of non-technical posts has risen by
7,970 from 11,538 on 1-4-1955 to 19,508 on
1-4-1959, the number of technical posts has risen by
935 from 727 on 1-4-1955 to 1,662 on 1-4-1959, in-
dicating multiplication of non-technical categories in
spite of the demands for technical personnel in  the
context of the Plan. -

(iv) The increase is very high during the period 1-4-1955 to
1-4-1957. '

(v) The number of Class 1Il and Class IV posts has continu-
ed to increase despite the restrictions on creation of
posts imposed during the economy drive in 1957
(Vide Appendix XI). N

(d) Growth of Staff in certain select Ministries

27. A statement showing the number of posts in the Secretariat of
the Ministries of External Affairs, Finance, Food and Agriculture
(Department of Food), Home Affairs and Law based on the data
gathered by the Ministry of Home Affairs for these Ministries is given
at Appendix X. It would be observed that though the bulk of the
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work of these Ministries is not directly connected with the Plan, there
is a significant rise in the number of posts in each Ministry during
the Second Plan period and that the increase is concentrated during
the period 1955 to 1957. The Committee are not sure as to what
extent the work relating to the Plan contributed to such expansion.
The Committee would point out that the increase of staff in these
Ministries is symptomatic of the increase in all other organisations
and feel that it is a matter for review whether the growth of staff was
commensurate with the increased activities and whether efforts were
made to find out personnel from the existing strength. The Commit-
tee would refer in this instance to the information gathered by the
Estimates Committee in their 55th Report (Second Lok Sabha) on
the Ministry of Finance (Department of Expenditure) (Vide para 38
of that report) that overstaffing in Government offices ‘arose because
staff requirements were often estimated and sanctioned on the basis
of a conjecture in the absence of an analysis of the methods of work.
The Committee reiterate the recommendation made in -para 46 of
that Report that scales of work should be laid down for each job on
scientific and business principles and that the staff strength should be
based in the light of such standards; and would also emphasise the
necessity for properly directed per.odical reviews by each Ministry of
their Standing charges as well as the continuing services.

v
- ECONOMY. MEASURES

(a) Economy Drive

28. A note furnished by the Ministry of Home Affairs about the
policy followed with regard to the recruitment to the posts and
filling in of vacancies in each category since the commencement of
the economy drive in 1957, is given at Appendix XI. Attention is
invited in particular to the one year ban imposed on recruitment to
all posts not connected with the Plan or which are not required for
security purposes and to the stipulation that even in regard to posts
connected with the Plan, new items of work should as far as possible
be handled by suitable redistribution of work among the existing
staff and not by fresh recruitment. The Committee are glad to note
the steps taken by Government and suggest that a report may be pre-
sented to Parliament next year before the presentation uf the Budget
showing the extent of operation of the ban with reference to the re-
lative personnel strength at the end of 1959 and 1960, and also indi-
cating the specific Plan activities of individual Ministries and the
actual increase in staff strength which had to be resorted to on that
account.

(b) Programme of work studies

29. It has also been stated that a programme of studies has been
rormulated by Ministries according to the suggestion of the Central

v
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Economy Board for a study of the working methods in selected sectors
within their respective organisations with a view to fresh economies
being effected. The Committee trust that the studies would yield
useful results.

(c) Surplus posts

30. A statement showing the number of posts in the Ministries
proper which were abolished and kept in abeyance unfilled for rea-
sons of economy is given at Appendix XII. The total number of
posts abolished during the years 1957-58, 1958-59 and 1959-60, is
232, 120 and 77 respectively, and the financial effect of the abolition
together with keeping of posts in abeyance unfilled comes to Rs. 10°5
lakhs, Rs. 59 lakhs and Rs. 3-1 lakhs respectively during the three
years. The economies effected do not appear to be considerable
when viewed against the total strength of the Secretariat at 21,000,
there being considerable increase in the total strength of the Secre-
tariat which rose from 19,174 as on 1-4-57 to 21,170 on 1-4-59.
The Committee would recommend that a record about the total
number of posts abolished in each Ministry every year may be given
in the Annual Report of the O. & M. Division.

(d) Review of efficiency and productivity in Government Offices

31. The Pay Commission have stated that the whole problem of
efficiency and productivity in Government offices, services (Rail-
ways, Posts and Telegraphs etc.) and workshops requires an urgent
and comprehensive review by a number of task forces with a co-
ordinating body for that purpose. The Minister of Finance in the
statement made in the Lok Sabha on the 30th November, 1959 said
regarding the Pay Commission’s recommendations:

“Government also intend to rationalise the existing pro-
cedures, . particularly, in executive and operational
agencies, which are responsible for a large proportion
of public expenditure. The results of the works and
methods studies already carried out lead me to hope
that substantial economies can be achieved which will,
to some extent, kegp in check the mounting costs of
administration. It is expected that some of the staff
will become surplus following the proposed rationa-
lisation and simplification of procedures and improve-
ment of existing methods. It is Government’s inten-
tion that the surplus personnel should be absorbed inm
future vacancies and not retrenched from their exist-
ing employment.”

The President’s Address to the Members of Parliament in Febru-
ary, 1960, also dealt with the urgent considerations regarding the
quality of administration and with the need for importing an ever
increasing urgency, rationalisation of procedures, the emergence and
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development of greater confidence at all levels and the avoidance of
waste of manpower. The Finance Minister in his speech while intro-
ducing the Budget, 1960-61 has referred to the concern about the
growth of Civil Expenditure and to the steps taken by Government,
namely, continuous watch over the growth of expenditure, particularly
non-developmental expenditure kept by the Central Economy Board
and the Internal Economy Committees set up in the various Minis-
tries, initiation of studies of particular sections of activity in each
Ministry and imposition of a ban for one year on the creation of
fresh posts and the filling up of vacant posts unless they are related to
the Plan or are required for security purposes. Ad hoc cuts have also
been made in the provision for travelling allowances.

The Committee welcome these steps for overhauling the admini-
strative machinery. It is a matter for study whether the reduction of
surplus staff has not actually resulted in more efficiency. Such a pro-

cess of economy will inevitably lead to rationalisation of procedure
and methods of work.

New DELHI-1; H. C. DASAPPA,
The 27th April, 1960 Chairman,

The Tth Vaisakha, 1882(S). Estimates Committee.




APPENDIX I ’
(Vide Para 1)

Copy of letter dated the 1st April, 1959 from Shri Arun Chandra
Guha, M. P. addressed to the Speaker on the subject of increase
in non-Plan expenditure )

I am presenting a few facts to you for your consideration and
appropriate action.

So long the Central Government have imposed taxation proposals
which would yield over Rs. 700 crores during the period of the
Second Five Year Plan. Apparently taxation proposals were justi-
fied on the grounds of finding money for Plan. The Parliament also
approved those taxation proposals on the fond expectation that the
money will be utilized for the.Plan and within a few years’ time
development works or subsequent plans would be self-financing
without putting any additional heavy tax burden on the people.

But it is a matter of concern that the money realized from these
taxation proposals is not being utilized for Plan purposes. In the
“Appraisal and Prospects of the Second Five Year Plan” issued
about an year ago we find the following statement—“despite the
improvement in tax receipts by Rs. 500 crores over the original
Plan target the revenue resources available for financing the
Centre’s Plan outlays are expected to show an improvement of only
Rs. 45 crores as compared to the Plan estimate”. On this state-
ment, of the additional tax revenue of Rs. 500 crores, at least Rs. 45
crores would be saved for the Plan and the remaining Rs. 455
crores was to be spent on non-Plan items. But a subsequent state-
ment, which may be taken to be a more correct assessment of the
latest position, in the Economic: Survey of 1958-59 issued with the
budget papers this year, is more disconcerting. The passage runs
as—"“Proportion of public revenues to national income has gone up
from 9°1% in 1956-57 to 10°1% and this rise has been absorbed
more or less by increase in non-development expenditures”. In
1956-57 the national income was Rs. 11,410 crores. There has been
some increase since then in the total mnational income. So 1%
proportionate increase of public revenue would give about Rs. 150
crores annually; and this huge amount has been spent on not only
non-Plan but on non-development expenditure.

If you can take the trouble of looking into the different books
for different Ministries showing their déemands, you will please find
most of the demands in those Ministries have been explained by
some foot-note—“the entire provision is for non-Plan expenditure”
e.g. demands 1, 3 & 4 in Commerce & Industry Ministry and similar,
demands in other Ministries. In some demands amount of expendi-
ture on Plan and non-Plan items has been shown separately—as 1n
demand No. 5 again in Commerce & Industry. In almost every
demand of non-Plan nature, you will find an increase of 25% to 30%
from the year 1957-58 actuals to this year’s budget estimate. As you

22
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know, budget estimates are usually exceeded by a few lakhs every
year; so the final assessment of this year’s budget estimates 1s
also expected to be exceeded by a few lakhs on every item. Sum-
ming up, the total increase would be of a few crores of rupees. You
will find similar increase in Defence expenditure also—even in the
non-combatant sections.

Thus non-development or non-Plan expenditures are going up
from year to year, consuming practically the entire revenue coming
out of new taxation proposals meant to finance Plan. I do not know
whether you would take it as a case of giving an unreal picture to
the Parliament when the taxation proposals are put.

The result of this is that other resources have to be found for the
Plan. Our internal loan is mounting up as also the foreign loan.
The total loan liability would be about Rs. 5,000 crores at the end of
1959-60. The interest on this would be about Rs. 200 crores
annually. These will have to be repaid with interest in the Third or
Fourth Plan. They will form a heavy charge on the Consolidated
Fund of India. Deficit financing will go beyond the outside limit
of Rs. 1200 crores as put in the Plan. Revenue from excise duties
has gone up from Rs. 145 crores in 1955-56 i.e. the last year of the
First Plan to Rs. 307 crores in 1959-60 which must have the direct
effort of increasing the price of consumers goods. The cost of
i)i;/ing has gone up by 15% during the first three years of the Second

an.

I place these things before you to consider if Parliament can or
should take any step for the proper utilization of the funds placed
at the hands of the Government. 1 feel this increase in non-Plan
expznditure should come under closer scrutiny of the Parliament—
preferably through some Parliamentary Committee.



APPENDIX T
(Vide Para 3)

Note explaining the basis on which, for the Centre, the Second Plan
Estimate of Rs. 250 crores in respect of ‘balance from current
revenues at the 1955-56 rates of taxation’ was worked out.

Detailed estimates of receipts and expenditure of the Centre and
the States for the Second Plan period were first attempted in March,
1955 in a paper entitled “The Second Five Year Plan—An Appraisal
of Financial Resources likely to be available in the Public Sector”.
This paper was submitted to the Panel of Economists and was subse-
quently incorporated in the document entitled “Papers relating to
the formulation of the Second Five Year Plan—Panel of Economists”.
A copy of this publication is enclosed.*

2. At the time of the preparation of the above-quoted paper, for
the Centre, ‘revised estimates’ for 1954-55 and ‘budget estimates’
1955-56 were the latest estimates available. These figures ‘were
therefore taken as the base for estimating receipts and expenditure
for the Second Plan period. In the paper, for the Centre, the Second
Plan estimate of ‘balahce from current revenues at the 1955-56 rates
of taxation’ was indicated at Rs. 301 crores.

3. In March 1956 when the Second Plan was about to be finalized
for the Centre, ‘revised estimates’ for 1955-56 and ‘budget estimates’
for 1956-57 became available. I{ was, therefore, decided to revise
the earlier estimates to take intoc account major changes between
the ‘budget’ and the ‘revised’ estimates for 1955-56. It is necessary
to emphasise that the revision was not made item-wise; it was in
terms of the over-all changes indicated by the latest budget figures.
On the revised basis, for the Centre, the estimate of ‘balance from
current revenues at 1955-56 rates of taxation’ was taken at Rs. 250
crores as against the earlier estimate of Rs. 301 crores. Broad details
of the estimate of Rs. 250 crores are indicated below.

( Rs.
crores )
1. Total revenue receipts at the 1955-56 rates of taxation . 2,580
2. Committed expenditure: .
(a) non-development expenditure on defence, administra-
tion, debt services and ancillary activities . . 1,850
(b) Statutory and other non-Plan grants to Part A and B
States including Jammu and Kashmir . 97
*Not printed.

24



25

(c) Developmental expenditure outside the Second Pian
including the revenue gap grants to Part C States to-

wards the financing of their committed expenditures. 350
ToTAL (a to ¢) 2,327
3. Balance available for the Second Plan . . . . 253

or say Rs. 250 crores.

The basis on which the above estimates were worked out is briefly
explained in the following paragraphs.

Estimates of total revenue receipts at 1955-56 rates of taxation for
the Second Plan period:

4. The estimate of receipts of the Central Government on revenue
account for the Second Plan period was taken at Rs. 2580 crores.
Broad details of this estimate and the corresponding figures for 1955-
56 which were taken as the base are indicated below:

Estimates of revenue receipts for the Second Plan period

(Rs. crores)

1955-56 Second '
—_— Plan
(Budget  period

. Estimates) 1956-57
to
1960-61
(Estimates)
A. Tax Revenue
1. Income-tax (Centre’s share only) 77°0 4250
2. Corporation tax . . . 39°8 234°0
3. Excise duties (Centre’s share only) 1156 | .c6.00
4. Import duties (Sea customs) . 114°8 [ S
5. Export duties (Sea customs) 482 2480
6. Other taxes and duties . 3-8 21°0
TOTAL 399-2 21840

®*For excise duties and import duties a composite estimate was wcrked cut. The
assumption made was that with the progress of industrialisation in the Seccnd Plan  perjod
revenue from import duties will decline but from excise duties will go up.



B. Other Receipts
1. Surplus profits of Resesve Bank of India and

coins etc. . 23-2 150°0
" 2. Dividend payable by rallways - 6-2 )
3. Contribution from Posts and Telegraphs o7 ; 1020
4. Receipts from civil administration . 10°5 93
© 5. Others . . . . . . 251 J
ToTAL 657 343°0
C. Grand Total . . . . . . . 4649 25270
Adjustment in view of the improvement in receipts
in the Revised Estimates (of about 9 crores
after eliminating the exceptional receipts from
sale of evacuee property) over the Budget Esti- .
mates for the base year 1955-56 . . . (+)s53-0
GRAND TOTAL AFTER ADJUSTMENT 25800

The Second Plan estimates of tax receipts under items-income
tax, excise duties and customs referred to Centre’s share only; the
States’ share out of these taxes had been left out on the receipt as
well as on the expenditure side. The manner in which the Second
Plan estimates were worked out for each of the individual items

ligted above is explained in the paper mentioned in paragraph 1
above.

Estzmated of non-developmental expenditure over the. Second Plan
perio

5. For the period of the Second, Plan the estimate of non-develop-
mental expenditure, including capital outlay on defence, was taken
at Rs. 1850 crores. Broad details of this estimate together with the
corresponding estimates for 1955-56 are set out below:

Non-development expenditure including Capital outlay on defence
(Rs. crores)
Estimate for the five

1955-56 years of the Second
Plan

(Budget Total  Increase
Estimates) Estimate over
1955-56
Budget
Estimaies
multipi‘ed
by 3

1. Defence—Outlay shown in the revenue

budget ) ) . 202°7  1043'5 (+)30°0
2. leAd.mestranon. 39-2 2160 (+)20°0
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3. Currency and mint . . . 3°4 19:'0  (+)2°0
4. Direct demands on revenue (minus

transfer of States’ share of Central

Excise duties) .o . 146 810 (+)8-0
5. Debt services . . . . . 39°2 216:0 (+)20°0
6. Miscellaneous and extraordinary . 26-3 136:5 (+)s5:0
7. Totalof 1 to 6 . . . . 3254 1712°0, (+)85°0
8. Capital outlay on defence . . . 22-4 137':0 (4+)25°0
9. Total non-developmental expenditure

including defence capital outlay . 3478 1849-0 (+)110°0

(or say Rs. 1850 crores)

6. For working out the estimate of non-developmental expendi-
ture for the Second Plan period, the ‘budget estimates’ for 1955-56
were taken as the base which placed the non-developmental expendi-
ture in that year at Rs. 348 crores. According to the ‘revised esti-
mates’ for 1955-56 which became available in March 1956, non-deve-
lopmental expenditure in that year was shown at Rs. 323 crores. In
spite of this reduction in the estimate for 1955-56, the Second Plan
estimate was retained at the earlier figure of Rs. 1850 crores mainly
because the ‘budget estimate’ for 1956-57 (at Rs. 363 crores) was
substantially higher than both the revised and the budget estimates
for 1955-56 and in the light of that figure it was thought that the
figure of Rs. 348 crores as per ‘budget estimate’ for 1955-56 would
be a more reasonable base than the figure of Rs. 323 crores as per
“revised estimate” for that year.

7. Brief comments on the estimates in respect of (i) defence, (ii)
civil administration and other expenditure and (iii) debt services,
are given below:

(i) Defence.—According to the budget for 1955-56, the aggre-
gate outlay on defence was Rs. 225.1 crores, Rs. 202.7
crores in the revenue budget and the remaining
Rs. 22.4 crores in the capital budget. For working out
the estimates for the Second Plag period it was as-
sumed that by the third year of the Second Plan, the
defence outlay might go up to Rs. 240 crores, Rs. 210
crores in the revenue budget and Rs. 30 crores in the
capital budget and that thereafter it would remain at
about this level till the end of the Second Plan period.
On this basis the aggregate estimate for the five years
of the Second Plan was roughly taken at Rs. 1180
crores, Rs. 1043 crores in the Révenue budget and
Rs. 137 crores in the capital budget. As compared to
five times the outlay in 1955-56, this would have meant
an increase of about Rs. 55 crores, Rs. 30 crofes in the
‘revenue budget and Rs. 25 crores in the capital budget..

(ii) Civil administration and other exrpenditures—In regard
to Civil Administration, the ‘budget estimate’ for
325 (Aii)LS—3
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1955-56 was Rs. 39-2 crores. For working out the esti-
mate for the Second Plan period it was assumed that
only minimum and unavoidable increases over this
level will be permitted. Thus the estimate for the last
year of the Second Plan was taken at Rs. 45 crores and
the five-year estimate at Rs. 216 crores. Similarly, in
regard to items like ‘currency and mint’, ‘direct de-
mands on revenue’, and ‘miscellaneous and extra-
ordinary’, the increases allowed in the Second Plan

estimates over the 1955-56 levels were only of a margi-
nal character.

(iii) Debt Services.—In regard to debt services, the budget
estimate for 1955-56 was Rs. 39.2 crores. It was esti-
; mated that this would go up to Rs. 45 crores in 1960-61.
Both the estimates, namely, the estimafe of Rs. 39.2
crores for 1955-56 and Rs. 45.0 crores for 1960-61 were
on net basis i.e. they represented only the net liability
of the Centre which was arrived at after deducting the
interest charges charged to States, railways and com-
mercial departments ete.

8. In the Second Plan estimates no provision had been made for
food subsidies.

Statutory and other non-Plan grants to States:

9. For the Second Plan period, the estimate of statutory and
other non-Plan grants to Part A and B States including Jammu
and Kashmir was taken at Rs. 97 crores. This was on the basis of
the award of the first Finance Commission; no allowance was made

for any possible changes that the award of the Second Finance
Commission would have made.

10. As explained in paragraph 4 above, the Second Plan esti-
mates of receipts under such items as income-tax, excises and cus-
toms were in respect of Centre’s share only. There was therefore
no need to provide for any outflows on the expenditure side for
transfer of States’ share out of these taxes to them.

Development expenditure outside the Second Plan including
revenue gap grants to Part C States:

11. In regard to developmental expenditure outside the Plan it
was not found possible to work out a detailed estimate, item by
item; the estimate for the Second Plan period was prepared on an
overall basis. The main reason why an item-wise estimate could
not have been worked out was that the Central budget till recently
did not exhibit under each head of expenditure like education,
health, industries etc., the expenditure on Plan and non-Plan
schemes separately. In the absence of this breakdown between
Plan and non-Plan, the only method of estimating the development-
al expenditure outside the Plan was to work it out on some broad
assumptions. For example, for 1955-56, the estimate of develop-



mental expenditure outside the Plan was worked out at Rs. 586
crores on the following basis:

(Rs. crores)
1955-56
(Revised Estimates)
1. Total expenditure on revenue account as
shown in the budget . . . . 489.4
2. Deduct —transfer to States of their share in
excise duty . . . 16-6
3. Deduct—transfer® to capital account of sale
proceeds of evacuee property . . . 11-2
4. Add—expenditure financed by transfers from
the Special Development Fund and from the
deposit account of the Ford Foundation Assis-
tance . . . . . 7°5
s. Add—capital outlay on defence . . . 20°4
6. Total adjusted expenditure (1 to 5) . . 489°5
7. Deduct—Statutory grants to Part A and B
States and grants-in-Aid to Jammu and Kash-
mir other than those for primary education
and for scheduled areas and tribes . . 213
8. Deduct—non-developmental expenditure . 323°0
9. Total Developmental expenditure (6-7-8) . . - 145°2
of this:—
(i) Outlay on the Central Plan and Central
assistance to States from State Plans (rough
estimates) . . . 730

(ii) Grants for primary edumuon, transfers
from revenue account to Handloom and
Khadi Industies Development Fund and
to Central Road Fund . . 13-6
(iii) Developmental expenditure outside the
Plan . . . . . . . 58-6

+ 12. For the Second Plan period, the aggregate developmental
expendlture outside the Plan was roughly taken at Rs. 380 crores.
This estimate allowed for moderate trend increases in normal
expenditures which were outside the Plan in 1955-56 as also for
maintenance expenditures on schemes which would have been
completed by the end of the First Plan period.

»Transfers from the Special Development Fund etc. are taken in reduction of expendi-
ture in the Central udget.
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13. It is necessary to add that at the time of the formulation of
the Plan, a complete budget in the same sense in which the annual
Central budgets are prepared, had not been attempted. Self-balanc-
ing items and transfer entries as between the revenue and the
capital accounts and one head of development and other had been
ignored. In comparing the Plan estimates as worked out then with
the actuals of each year of the Second Plan, this limitation has to
be kept in mind.



APPENDIX III
(Vide Para 6)

Resume of the comments given by Planning Commission in regard to increases

non-Plan expenditure

The main reason for the increase in non-Plan expenditure have been

given below:
Civil A dministration

Currency and Mint

Direct Demands on Revenue

Debt Services .

Miscellaneous and’ Extra--
ordinary

Transfers to Capital Account

Centre’s taking over of the administration

of the Naga Hills District and the raising
of Police battalions in tribal areas as
from 1957-58; also granting of increase
in Dearness ~ Allowance to low paid
employees.

Mainly due to change in accounting pro-

cedure; for example, profits on the issue
of new coins and losses on the d.ls-
continuation of old coins are shown ‘gross’
on the receipts and expenditure side res-
pectively; also due to change over to the
decimal system of coinage.

Due to cost of collection of additional excise

duties and strengthening of administra-
tive machinery in respect of other taxes.

Due to growth in public debt, and also due

to relief given to the States in the matter
of interest charges on Central loans.

The increase reflects the write back (from
capital to revenue account) of losses
on trading in foodgrains and payment of
compensation to refugees; increase also
due to special factors like servicing and
other charges in respect of dollar purchases
from I.M.F.

These pertain to the receipts on account of

the Steel Equalisation fund, sale proceeds _
of evacuee property and P.L. 480 grants,
which are self balancing entries both on the
revenue and the expenditure side. These
were not taken into account in the esti-
mates both of revenue and expenditure.

31



Statutory grants to States

32

The increase reflects larger devolution

to the States under the award of the Second
Finance Commission.

Grants to States for non-deve- Entire increase due to grants given for raising

lopmental purposes.

emoluments of low paid employees of
State Governments (Rs. 50 crores); Food
subsidies to Jammu and Kashmir (Rs.
525 crores); subsidy to Mysore Govern-
ment for acquisition of Kolar Gold (Rs.
79 crores) and larger grants for refugee
relief and relief against natural calamities
than visualised earlier.

Non-Plan developmen@ expen- About* Rs. 19 crores is in respect of Central

diture including grants to
States for developmental
schemes not included in the
Plan,

Road Fund Grants to States which were
visualised as Plan expenditure at the time
of formulation of the Second Five Year
Plan but subsequently kept outside the
Plan. Increase also due to increase in
emoluments of low paid employees and
rise in prices. In retrospect it also appears
that perhaps the earlier estimate was on
the low side.

*This represents figures for the first four years of the Plan period.



APPENDIX IV
(Vide Para 10)

Balance from current revenues for the Plan (1956-57 to 1959-60)
(Rs. crores)

1956-57

1957-58

1958-59

1959-60

(Accts.)

(Accts.)

(RE.)

(B.E.)

A.—Revenue Receipts

1. Revenue receipts as shown
in the Financial State-
ment . .

2. Deduct States’ share of
Central excise duties

3. Revenue receipts retained
, at the Centre (1-2)

B.—Expendsture
Aggregate Expendsture

4. Revenue expenditure as
shown in the Finan-
cial Statement .

5. Deduct transfer 10
States of their share in
Central excise duties

6. Add expenditure met
from the Special De-
velopment Fund and
from  the Deposit
account of Ford Found-
ation Assistancet

7. Defence  capital out-
lay . . . .

5900

18-2

7258

40°2

728-2

730

780-1*

72°4*

571-8

685-6

6552

707°7

500°6

18:2

67

19°7

683-8

402

3-8

22°9

788-1

730

I0°2

27-9

839-2*

72" 4

123

32:7\

*Exclusive of States’ share in additional taxation under Central excise in 1959-60.

tIn the Central budget, .tnnnfen from S. D. F. to revenue account are shown as
deduct entries on the expenditure side. Since plan outlay figures shown under item 11
are on gross basis, it is necessary to make this adjustment.
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(Rs. crores)
1956-57  1957-58  1958-59  1959-60
. (Accts.) (Accts))  (R.E) (B.E.)
8. Total revenue expen-
diture at the Centre in-
cluding defence capital
outlay (4—5+6+7) . 508-8 670°3 753°2 8r1-8
OF THIS
(i) Plan Expenditure
9. Outlay on Centre’s Plan . 37°0 43°0 71°0 95°0
10. Grants to States for State
Plans . . . . 300 350 480 63-0
11. Outlay on the Centre’s
Plan including grants to
States for State Plans
(9+10) . . . 67-0 78-0 119°0 158-0
- (ii) Non-Plan Expenditure
12. Non-Plan expenditure on
revenue account including
defence capital (8—11) . 441-8 592°3 634°2 653-8
C.—Balancz from current Re-
venues (3—12) . . 130-0 93°3 2I°0 539
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(4) Under Secretaries

Under Secy. Equivalent Total G.T.
P. T. P. T. P. T.
1947 49 118 75 221 124 339 463
1948 50 126 96 241 146 367 s13
1949 §4 139 105 240 159 379 538
1950 61 141 109 221 170 362 532
1951 71 167 114 204 185 371 556
1952 77 163 120 202 197 365 562
1953 85 191 119 233 204 424 628
1954 88 228 122 275 210 503 713
1955 97 302 152 330 249 632 881
1956 127 338 172 369 299 707 1,006
(5) Total of all categories—Under Secretarses and above

P. T. G.Ts
1947 246 533 779
1948 283 569 852
1949 297 586 883
1950 309 578 887
1951 334 590 924
" 1952 354 600 954
1953 370 665 1,035
1954 382, 803 1,185
1955 431 1,043 1,474
1956 507 1,159 1,666




» _
oL1°1Z Z99°1 80§°61} bo9<S ] ZSLEL (4%:8 4 9IZ°I

obL1 6S61-b-1

1Z1°0Z Z09°I 615g1] ghecs | LgIL P9y I$3434 | 0191 gs61-¥-1

2 ¥i161 6151 [SYAIA | 012§ _ $60°L 9o ZIO°T ZSh1 LS61-¥-1

S9z‘z1 Lzl 8ESII LLEE ZT6°E Z6E°E 86 9L6 $S61-p-1

11€°01 65§ zsL6 | 1y i 868 yhosE €9¥ SoL €S61-¥-1

1S€6 69¢€ zg6g } oSg‘z L6S°z Ly6c 162 999 1S61-b-1

4

15¥°‘g 98¢ S91°g 6S€z } gz €08z 1fz o19 g¥6I1-¥-1

8>
[IUyd3],  -Tuyoal-uoN (psuazed-uou) (panozes)
w0 AI 888D 1ITSS®[D ]I sse[D II sse[D 18s8[D JeX

8101, '

(shvmpivy Jo Kussuutpy Jo aa1sn)oxa) 10340154928 DIPUT Jo JUaUMIEA0D) 9Y1 s 51304 fo 4aquinu (P10 T

(92 ®e1ed ap1y)
XI XIONAddV



[ 20 I fory {14 sg¥ oge 17 06 . . 8S61-¥-1
oLy L6 €Lo't 11:14 oLy Soe 9 ¥ . . LS61-¥-1
. .o . . . . . . . © oSS61-F-1
127 15 18l gee ¥ee vle 14 89 © v ES6I-b-1
147 6¢ €6L Lez \av« Lt I 8s © 1561-b-3
Lz6 81 606 So€ the go€ 6 €9 - ghér-b-1
(@00 40 LNEWINVAA(]) H¥NLINDMNOY ANV ‘00 40 XULSINIW )
$65°1 e €65°x 1434 10§ (444 R 3 4 133 ¢ 6561-¥-1
8I9°1 . 8I9°I os¥ LES 1494 o¥ LEx 8s61-b-1
1$:1%3 ¢ A $85°1 9z¥ ves (144 99 L1x LS61-b-1
161°1 v 161°1 882 (344 She 81 L1 . ,S561-b-1
ghor . gbocr LT So€ 1443 A €6 €S61-¥-1
L1o‘t L10°1 T8t L6z SEE b1 68 1561-b-1
$16 ¥16 79z $9z 10€ z1 ¥L .+ ' gb61-b-1
SHIVAY TVNYELXF JO XALSININ (T)
6 8 L 9 S 4 € 4 1
1891uyox
[eoruayd’ J, -uoN . panuaze3-uoN pauazedH
®0], p— Al s88[D  III #88[D p—— I sst10 182X

SOMISIPY UID1420 fo SIDIADI2A8S sy1 us sisod fo oquinN

. (Lz ®v1eg op14)
X XIGN3ddV



Ppus ] sse[D) s1sod panozeS 3oy pardope 81 ([eONUYIN-TOT, PUE JeOTUYDI), '0°f) WONEOPISSE[> Yons ou ‘so11s118IS a.m.m.o..mwmoamwa uy

+303839dQ 19U393830) Jomumn | (X) uswsyeiq (a)
3038319d O I9UIASID) JOTUSS  (X3) (aru() uonestuedIo-3y [e103dg) JUeISISSY [eOIUYR], (a3)
au( 18D peis  (140) 1TBIUNOOY 180D (3)

JojednsaAuy (10) JUBISISSY [oIeasay  (#8)

303e15dQ 1910woydwo)  (33) 8303e81189AU] opmoucoy  (8)

—: sasodnd ISY10 UTELI?d 303 A[LIEsS309U 10U Y3noy) sONSHIBIS A[JIUOW Ples Y3 UT [eOIUYII],, §8 Pateall Sur
“are 8511083180 Bummoro] oyl  paidope usaq sey JuswAo[durd-y PUB JUSUIIIISIY JO [BIAUID 2182010211 3Y3 03 .wﬁmﬁwhm pels mwm
uonpsod £5udsp,, JO SONISIIEIS A[(IUOW BUTYSIUING S[TYm PaMo[[of dMderd 3y ¢ JedruyddL,, 8 s180d Jo suoneoysse|d Jo sasodind Jog ‘¥
‘Yousrg $IUNODY 180D 9Y) pus
[ uonestues10-9y [819dS 9yl 03 SUOLIPPe 03 A[IlBwW Inp I 6S-V-1 pus gb61-p-1 103 s2InBY Y3 UIMIq 8aﬁou%<§wﬁﬁno: .M ’

§—A] $sB)D $Y—(PanazeD-UON) IT sselD) ¢ €—] sse[D — ANSIUII sl 03
PaLIoJsUBIIaY 239M s1s0d  BumMo[I0F 9Y1 “6S6T ‘yoIBIy ISIE 01dn puUB SANSUTY Swos Ut buao:vomwam vow%oqu ouowm»u sjuswaduelle 8ﬂv< :
maﬁaaﬁm [BUIAIXY pue [BUIAIU] PIUIQUIOD I9AIMOH °'6L—A] $se[D  Pue fgo1 —II sse[D ¢ €EI—(pa11azeS-UoN) 1f sseD
£S€—(panazen) I sse]D) ¢ §E—T] 85g]D—: SILISIUTN SANBIISIUTWIPY O] PAII3JSuBIl AIIM s150d [eOTUY22)-Uou SUIMO[]0] 3Y3 PUB P18AID 3IoM
s1s0d | ssg[D) INOJ 30UINDIFUOO B 8Y  "PIONPOIUT  §8M SINSIAPY [BIOUBUL] [BUIANU] JO awayos a3 ‘gS6I isndny Jo Pus 3yl spIemo], ‘¢
*BIPU] JO JUIWUIAAOL) Y3 JO SILIISTUTIA Y1 UT I0M Jo 35g310Ut pUNOI [[g 01 3[qeinqLille armipusdxq jo
yusunzeda Y3 UY HIOM UY95gdI5UI [gULIOU 019NP 0S[8 ale ASYJ,  SAWAYdS Us(d 01 Ppiesa1 ur Ajtemonded ‘UonIpacxa Jo §353193U1 Y3 UL
SOHISIUTI 01 S0IAPE [eIOUBUY J0J SIUSUWIIBUELIE PISIeIIUN-IP 03 INp 38 $S61 1940 LS61 ur ureSe pus £S61 1240 SS6I UI $3583I0UI YL, ‘T HION

*0S[e By onuoucoq Jo uswireddq  dyi Surpnjoul Anstumy 21sodwod a3 Jo Ya8uans 3yl Jussazdar gh61-F-1 10§ saan3rj}
Imynousy jo Juwswuredaq

a1 £q PaysIuINg JUAUIANEIS Y3 UT PIPROUT U3q s8Y Bur A\ pood 343 Jo [18uanis a3 pus IMMONBY pus poo,] Jo ANSIUT PIUIqUIOD B §8M I Lo

5L 6 472 ¥ee £81 Lze (34 9 . . . . . €561-¥-1

L1l 6 gol (944 ¥g1 (414 ot €5 . . . . . 1561-V-1

(1£°] Le 918 ot ghe 8Lz 143 18 . . . . Jg¥61-¥-1
(34NLIANIIXY JO INSWINVAE(]) SONVNI] 40 AMISINIW (€)

e ofrr ¥y 6of 6 o1 A L



bk . b ¢zt ob1 113 SR be ‘ + §61-b-1
68¢€ - 63€ 901 oz1 Lzt . 9t . © 1861-b-1
(143 - (449 101 Lz1 vg . ot . + gh61-¥-1
ANNIATY 40 LNAWLINVIE(]) HONVNI] 0 ALLSININ HY
68 oIl T8l 11Z m.mm 91 o3 18 . © 6S61-b-1
988 101 [4:72 60z €9€ 8SI 1L S8 . + gS61-b-1
L1g 88 6zl €1z 61€ gh1 19 oL . v Nmm.u...v..n
ses 't . or 6gv -+ €€1 61 23 wm g€ . © §S61-b-1
113 143 IS€ vor Lzx mom b ; 5z : - €S61-b-1
mm.m ¥E iw.«n: om,. . Yor L.w S1 bz . . 1§61-b-1
(survady DIWONODH 40 LNSWLHYVdE(]) HONVNI] 40 XMISININ ‘¥
m&m ‘Hf 99L . wﬁa Soz ghe €9 €L s i) . 6S61-V-1
89I°1 ¥ 1528 26T (443 oLg 88 €6 . 8461-b-1
6V1'1  zz ler‘r, 16 Lz€ gSE L8 o8 - LS61-b-1
V88 II €Lg 9z g€z zlz Y9 1 : $S61-#-1
6 8 .. n 9 19 L4 € z I




47

661 og (44 *14 8 114 : 1S61-V-1
Lg1 SL LE Ly 6 61 . 8v61-¥-1
. L 9 S 14 € (4 1
. . panoze3-uou  panozed
(fedruYo2)-uoU [[8) Al sse[D JII sse[d I sse[D Jeax
Jew0l . II sse[D ‘
(INTWLYVAEJ FAILVISIONT ANY SHIVALY TVOA] 40 LNAWLVAA() MV 40 ME.SHE 'L .
LSlz 681 895¢ SIII | $66. ogb . S9 zzr . . . . 6S61-V-1
0592 681 19bec 6Lo1 $96 1£h 19 1401 . . . © 8S61-b-1
v6€T Sor 68T LS6 Svg 1zh 6S 211 . . . + LS61-P-1
SgzI .. Sgz1 . z9v 14014 Sé6c (43 2L . . . + §S61-P-1
601 e 2601 26¢€ (443 992 8¢ 14°) e . . © £S61-V-1
ob6 . ob6 99€ 1Lt 1344 114 sS . . . + 1S61-¥-1
606 . 606 o€ 65z ) L61 ot €S . . . - gh61-¥-1
SYIVAAV AWOH 40 AMISININ ‘9
LvL . LyL bor1 €9z gzz 134 143 . . . * 6S61I--1
vl o vl Y91 €9z oze (24 €S . . . + gS61-b-1
(474 .. (4 7 991 oSz 60z ob Ly . . . + LS61-V-1
£o§ - fos 2 L61 12 £ ve v * §561-p-1

¢



€o§ 6¥1 $€1 971 6T 1£°) 6S61-P-1
YA 4 143 821 for 9T z9 8561-p-1
134 181 911 ¥or e 8§ LS61-b-1
SIE 96 8 LL Lr 3 4 $S61-p-1

9fz ¥6 Ly 65 8 8T €561-p-1
L 9 [ 14 € 4 1




APPENDIX XI
(Vide Para 28)

Policy followed with regard to the recruitment to the posts and filling
in of vacancies in each category since the commencement of the
economy drive

In pursuance of a Government decision taken on June 12, 1957,
all Ministries and Departments set up internal Economy Committees
to review the nature, volume and quality of work done at all levels
and to take practical steps to remove defects in organisation and
methods and to effect economies. Ministries were required:

(i) to scrutinise their present and project activities to see
whether some of them could be reduced, postponed or
abandoned; and

(ii) to review the expenditure on staff and contingencies so
that revised and more austere standards might be adopt-
ed.

2. The implementation of the economy measures was to be super-
vised by a Central Economy Board consisting of the Principal Secre-
tary (Finance), the Home Secretary, and the Director, Organisation
& Methods Division. It was re-constituted in April, 1958, to consist
of the Cabinet Secretary, the Home Secretary, the Finance Secre-
tary (Expenditure), the Secretary of the administrative Ministry
concerned and the Director, O & M Division. The Board has been
entrusted with the following functions:—

(i) to consider outstanding issues arising out of the examina-
tion in the Ministries of matters relating to efficiency,
integrity and economy in administration;

(ii) generally to guide and supervise the work of the Economy
Unit of the Ministry of Finance.

3. Simultaneously with the setting up of these Committees,
Orders were issued that no new posts should be created nor existing
vacancies filled without the personal approval of the Secretary con-
cerned and that utmost economy should be observed in the expendi-
ture on travelling allowances, furniture, stationery, electricity, tele-
grams, telephones and the like. Orders were also issued that when-
ever a new activity was undertaken or a new office -or branch was
to be opened, the most suitable organisation and methdds should be
.settled in consultation with the O & M Division before any staff was
appointed.

4. A ban was also imposed on (i) the creation and filling of class
IV posts and (ii) the creation and filling of class III ministerial posts,
in the Secretariat amrd Attached Offices. The ban also applied to
posts of Jammadar and peons in subordinate offices in Delhi|New
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Delhi, though not to class IV posts in “subordinate” offices meant
for “field duties”. Even to such ‘field’ posts appointment could be
made only with the approval of the Joint Secretary|Secretary in the
concerned Ministry.

5. On May 30, 1959 the Home Minister issued certain directions
concerning the growth in the size of the staff and related problems
of administrative organisation. In the light of these directions, ins-
tructions were issued to all Ministries emphasising (i) that in future
whenever any new piece of work crops up an endeavour should be
made to entrust it to existing personnel by suitable re-distribution
of work among the existing staff rather than by creating new posts
and (ii) that the casual vacancies arising as a result of officers|offi-
cials proceeding on leave etc., should not be filled as far as possible.

6. The Central Economy Board which examined the question of
internal economies had suggested that Ministries themselves should
formulate a programme of study of the working methods etc., in
selected sectors within their respective organisations with a view to
fresh economies being effected. Accordingly, some Ministries have
already undertaken such a study while others would presently do so.
It is expected that the proposed study would enable rationalisation
of work, simplification of procedure and improvement of existing
methods which in turn would also result in some staff becoming sur-
plus.

7. As a further step towards economy it has now been decided
that a one year ban should be imposed on recruitment to all posts
which are not connected with the Plan or which are not required .
for security purposes. Even in regard to posts connected with the
Plan, new items of work should as far as possible be handled by suit-
able re-distribution of work among the existing staff and not by
fresh recruitment of staff. The ban will be operative not only in the
Secretariat and attached offices but also in all subordinate offices.
It is, however, not the intention that normal recruitment by a com-
petitive examination for maintaining the strength of cadres of various
organised services should be stopped, unless there is already in force
an order banning further recruitment to a specified category of posts.
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APPENDIX XIII

Summary of conclusions[recommendations

Serial Reference )
No. to Summary of Conclusions/recommendations
Para No.
b ¢ 2 3
b ¢ 5 As against Rs. 420 crores estimated to be available
for the Plan, a sum of Rs. 10442 crores was
realised but in fact only Rs. 439 crores was.
available for the Plan.
2 3 Assuming that Rs. 252 crores, as noted in para 2.

of this Report, were available for the Plan from '
the anticipated proceeds of revenue at the 1955-56-
rates of taxation, the balance, namely Rs. 187-7
crores only (Rs. 439-7—Rs. 252 crores)
should be taken as accruing to the Plan!from
additional measures of taxation. As the net
additional receipts accruing to the Centre from
such additional measures of taxation and from.
better collections from existing sources of re-
venue comes to Rs. 792 crores, it would appear
that the balance of about Rs. 604 crores of addi-
tional revenue raised has been absorbed by
increases over the Plan estimates in the non-
Plan expenditure.

The Plan estimated that, in addition to the re-

venue surplus of Rs. 252 crores available from:
the existing sources of revenue for the Plan,
Rs. 168 crores would accrue to the  Centre
from additional taxation making a total of"
Rs. 420 crores of Plan expenditure to be met
from revenwe. This left a gap of another
Rs. 400 crores which was also expected to be
covered largely by additional taxation. Any
increase in collection of revenue over Rs. 420
crores should, therefore, have gone to cover
this gap. Though additional revenue was raised
to the extent of Rs. 792 crores leaving a net
advantage of Rs. 624 crores as against Rs. 168
crores, the gap was covered only to a very limited
extent of Rs. 19-7 crores.
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10 As regards the argument of the Ministry of Finance-
that one could argue with equal force that nearly-
the whole of the proceeds from additional taxa--
tion available for disbursement by the Centre-
was utilised for financing the plans of the Centre-
and the States, the Committee are unable to-
agree with it for the following reasons :—

It appears from a  statement furnished to the-
Committee by the Planning Commission (Ap-
pendix IV) that the total revenue expenditure
including Plan and non-Plan expenditure during:
the first 4 years of the Plan was Rs. 2,744.
crores against which the total revenue receipts-
during the period was only Rs. 2,620 crores.
There was thus a deficit of Rs. 124 crores on.
revenue account. The balance available from.
the revenues after deducting non-Plan ex--
penditure was only Rs. 298 crores. In the
circumstances, though Plan expenditure to the:
extent of Rs. 422 crores is shown to have been.
met from revenue, the actual amount of Plan
expenditure that could be met from revenue
would be only Rs. 298 crores. It does not
therefore, seem to be correct to say that Plan
expenditure .to the extent of Rs. 422 crores.
has been met from revenue.

On the other hand, the Committee consider that in.
whatever manner the revenue may be paired with.
the expenditure it is obvious that while Rs. 420
crores was expected to be available from the cur-
rent sources of revenue and additional revenue
was raised to the extent of Rs. 1,044 crores during
the full Plan period, the amount available to the
Plan would be only Rs. 439 crores as shown
in Table III and that the gap in the financing
of the Plan would be covered only to the extent of’
Rs. 19 crores.

132 The Committee appreciate the difficulties in making-
a definite forecast of expenditure for a five year
period and the impact of unpredictable deve-
lopments and conditions which would necessarily
affect such a forecast. But they feel that in the:
context of a planned economy with emphasis:
on dynamism in the development of the country,
too wide a variation in the estimates of resources
available for furthering the nation-building
activities should not be permitted by allowing:
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too free a play for administrative and other non-
Plan expenditure to mount up lest the Plan prog-
ramme is retarded. The Committee consider
that in view of the phenomenal rise in non-Plan
expenditure in spite of the reasonable size en-
visaged by the Planning Commission in that
direction, it would be most desirable for the
Planning Commission to have a special study made
of the disproportionate rise and make suitable
suggestions to see that such expenditure is kept
under control and will not expand in the Third
Plan as it has done during the Second Plan
period.

14 As regards non-Plan developmental expenditure
the Committee feel that it is a matter for con-
sideration whether there should be such a wide
divergence between the estimates and the actual
expenditure and whether there should not be a
realistic breaking down of the dimensions in-
dicated into specific targets for each Ministry.

=

15 The Committee appreciate the various factors
pointed out by Government with regard to the
cost of collection of taxes but are not convinced
that there is no scope for reduction in the cost
of collection especially that of established taxes
and - duties. The Committee have seen the
reference to this subject in the Report of the
Direct Taxes Administration Enquiry Com-
mittee, 1959—where they say that the cost of
administration should be kept as low as possible
though later they refer to the fact that some of
their suggestions would involve extra expenditure
as necessary to check tax evasion and improve
the overall efficiency of the *Department. It
.does not appear that there has been an attempt
‘to make a study of the organisations in other
countries with a view to reduce the ratio of costs
of administration and to improve its efficiency
here. The Committee would urge that the
procedure of administering the taxes in the
.advanced countries should be studied and adop-
ted with modifications to suit our conditions.
Also a conscious effort should be made for
rationalisation and simplification of procedures
and improvement of existing methods of work.
"This, the Committee feel, would not only
-result in improved efficiency and larger collec-
-tion but also bring down the percentage cost of
. collection.
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7 16 The Ccmmittee suggest that in order to have an.
overall assessment of administrative expenditure
in broadly defined fields of activity, it would be
desirable if the total adminjstrative expenditure
is classified under broad heads such as adminis-
trative services, tax collection, developmental
and social services separately under Plan and
non-Plan heads and included in the Explanatory
Memorandum on the Central Budget.

8 17 The Committee feel that the increases in total
administrative expenditure are of considerable
magnitude. the maximum increase having been
recorded in 1957-58. Whereas it could be ex-
pected that efforts would be made to stabilise
the expenditure at the 1957-58 level, in which
year the internal economy committees Were set
up in the Ministries, expenditure has been
increasing under all heads during the subsequent
years also. The Committee feel that intensified
efforts are required on the part of all Ministries
for checking the growth of administrative ex-
penditure. The Committee are glad to note
that the Finance Minister in the course of the
speech on the Finance Bill on the 21st April,.
1960 said that Government was trying to cover:
all Ministries to see that work was donein
a proper manner so that redundant staff was re-
moved and that it was hoped to cover all the
Ministries within two or three years.

° 21 With regard to increase in expendijture on Adminis--
trative Services pointed out in para 19 and the
comments of Government thereon, the Com-
mittee observe that the increase in work on
account of expansion of activities, Plan or non-
Plan, should be largely met through a rational
husbanding from the existing strength with the
minjmum possible expansion of establishment.

10 23-24  The followirg points arising frcm Table IV re-
garding staff strength of civilians employed
under the Central Government are worthy of
note :

(1) There has been a steep rise under ‘ad-
minijstrative and executive’ from 48,685
in 1951 to 74,169 in 1959 {.e., by more
than 509%.
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—

(55) Under “clerical’ the rise has been even
more marked j.e., from 1I,35,201 in
1951 to 2,41,31I9 in 1959—which is by
more than 78%.

(55) While under ‘administrative and exe-
cutive’ there has been a sudden and
steep drop of 12,000 from 58,747 in
1954 t0 46,412 in 1955—all within the
span of one year, there has been a rise
in ¢clerical’, ¢skilled and semi-skilled’
and ‘un-skilled’ during the same year.

(iv) There has been a noticeable increase
in the strength of ‘administrative and
executive’ personnel to the extent of 60%,
during the last 4 years. The increase
in <clerical’ staff during the same period
is by 34-9 per cent.

(v) The strength in the ‘unskilled’ hag
fallen from 2,49,544 in 19SI to 2,45,714
in 1959. .

With regard to the comments of the Ministry of
Home Affairs regarding item (iii) in para 23, the
Committee feel that the increase in the ‘adminis-
trative and executive’ category and ‘clerical’ cate-
gory was above the normal growth. As regards the
‘clerical’ category it is seen that in the previous
years the increases were of the order of 9500,
8000 and 3600 during the years 1952, 1953 and
1954 respectively and that the increase in 1955
set the pace for a faster growth in the succeed-
ing years when the increases were of the order
of 22485, 16141, 16153 and 7630 respectively
during the years 1956, 1957, 1958 and 1959.
The Committee have not been given any reasons
for the large increase by 609, in 4 years in the
‘administrative and executive’ personnel during
the ‘period. An analysis of the phenomesal
growth in that category may be very revealing
and necessary to regulate future expansion.

as The Committee feel that the increase in strength
of Joint Secretaries, Deputy Secretaries and
Under Secretaries is unduly high.
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The following points are observed from the state-
ment showing the number of posts in the Central
Secretariat of the Government of India :

() There has been a steep rise in all catego-~
ries of posts from 1-4-1948 to 1-4-1959.

(55) The increase in staff in all categoires
from 1-4-1955 to 1-4-1959 which covers
part of the Second Plan period is more
than double the increase in staff from
I-4-1951 to I-4-1955 which corresponds
to the first Plan period;. the growth being
particularly marked in the Class II
(Non—gazctted), Class III and Class IV
categories.

(11) Whereas the number of non-technical
posts has risen by 7,970 from 11,538 on
I1-4-1955 to 19,508 on 1-4-1959, the
number of technical posts has risen by
935 from 727 on 1-4-1955 to 1,662 on
1-4-1959, indicating multiplication of
non-technical categories in spite of the
demands for technical personnel in the
context of the Plan.

(iv) The increase ‘is very high during the
period 1-4-1955 to 1-4-1957.

(v) The number of Class III and Class IV
posts has continued to increase despite
the restrictions on creation of posts im-
posed during the economy drive in 1957
(Vide Appendix XI).

It would be observed from the Statement regarding
number of poge in certain select Ministries
(Appendix X) that though the bulk of the work
of these Ministries is not directly connected with
the Plan, there is a significant rise in the number
of posts in each Ministry during the Second Plan
period and that the increase is concentrated dur-
ing the period 1955 to 1957. The Committee
are not sure as to what extent the work relating
to the Plan contributed to such expansion. The
Committee would point out that the increase
of staff in these Ministries is symptomatic of
the increase in all other organisations and feel
that it is a matter for review whether the growth
of staff was commensurate with the increased
activities and whether efforts were made to find
out personnel from the existing strength. The
Committee would refer in this instance to the
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14

15

16

17

1

29

30

31

information gathered by the Estimates Committee
in their 55th Report (Second Lok Sabha) on the
Ministry of Finance (Department of Expenditure)
(Vide para 38 of that report) that overstaffing
in Government offices arose because staff re-
quirements were often estimated and sanctioned
on the basis of a conjecture in the absence
of an analysis of the methods of work. The:
Committee reiterate the recommendation made
in para 46 of that Report that scales of work.
should be laid down for each job on scientific
and business principles and that the staff strength
should be based in the light of such standards.
They would also emphasise the necessity for-
properly directed periodical reviews by each
Ministry of their standing charges as well as the
continuing services.

The Committee are glad to note the steps taken by

Government regarding economy measures. As:
regards the one year ban imposed on recruitment
the Committee suggest that a report may be pre--
sented to Parliament next year before the pre-
sentation of the Budget showing the extent of’
operation of the ban with reference to the relative
personnel strength at the end of 1959 and 1960,
and also indicating the specific Plan activities of
individual Ministries and the actual increase in
staff strength whic¢h had to be resorted to on that
account.

The Committee trust that the studies initiated by

Ministries in regard to the working methods in
selected sectors within their respective organisa-
tions would yield useful results.

The economies effected due to number of posts

abolished in the Secretariat do not appear to be
considerable when viewed against the total
strength of the Secretariat at 21,000, there
being considerable increase in the total strength
of the Secretariat which rose from 19,174 as on
1-4-1957 to 21,170 on I-4-1959. The Com-
mittee would recommend that a record about
the total number of posts abolished in each Mini-
try every year may be given in the Annual Report
of the O & M Division.

The Committee welcome the steps for overhauling

the administrative machinery. It is a matter for
study whether the reduction of surplus staff has
not actually resulted in more efficiency. Such
a process of economy will inevitably lead to ra-
tionalisation of procedure and methods of work.
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