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INTRODUcrION 

I, the Chairman of Estimates Committee, having been authorised 
by the Committee to sllbmit the Report on their behalf, present this 
Ninety-eighth Report on the Ministry of Finance (Department ()f 
Expenditure)-Delegation of Financial Powers. 

2. The Committee took evidence of the representatives of the 
Ministry of Finance (Department of Expenditure) on 15th and 16th 
December, 1975. The Committee wish to express their thanks to the 
officers of the Department for placing before them the material and 
information which they desired in connection with the examination 
of the subject and for giving evidence before the Committee. 

3. The Committee also wish to express their thanks to Shri S. 
Ranganathan, former Comptroller and Auditor General, Shri S. S. 
Khera, former Cabinet Secretary and Shri Govind Narain, former 
Defence Secretary, for furnishing memoranda to the Committee and 
also for giving evidence and making valuable suggestions. 

4. The Committee also wish to express their thanks to all the Insti-
tutions, Associations, Bodies and individuals who furnished mem()-
randa on the subject to the Committee. 

5. The Report was considered and adopted by the Committee on 
14th April, 1976. 

6. A summary of the recommendations/observations contained in 
the Report is appended to the Report (Appendix V). 

7. A Statement showing analysis of recommendations/observa-
tions contained in the Report is also appended to the Report (Appen-
dix VI). 

NEW DELm; 
April 21, 1976 
Va.isa.kha. 1, 1898 (S) 

R. K. SINHA, 
Chairman, 

Estiffl4tes Committee. 



CHAPTER I 
INTRODUCTORY 

According to Article 112(1) of the Constitution, a statement of 
estimated receipts and expenditure of the Government of lDdia, 
referred to as Annual Financial Statement, or in common pa1'lance as 
the Budget, is to be laid before both the Houses of Parliament The 
responsibility for preparing this statement has been assigned to the 
Finance Minister. He has the responsibility for raising the resources 
for Government and it is equally his responsibility to regulate 
the expenditlJl'e of the Government in conformity with the avail-
able resources. In the matter of regulating expenditure, it has to 
be ensured that the available resources are put to the best use of; the 
community, that the allocation is made between various competing 
demands according to national priOrities and that the expenditute is 
incurred in accordance with the directions given by the Parliament. 
Sometimes, it also happens that after the Budget has been presented, 
occasions ariore where, as a result of new and unforeseen demands 
on the resources of Government, it becomes necessary to cut down 
the allocations already made so as to provide extra funds elsewhere. 
The mechanics of doing this is also the responsibility of the Finance 
Ministry. The concept of financial control exercised by the Ministry 
of Finance, thus springs frOm the accountability of Government to 
Parliament and the Constitutional responsibilities of the Finance 
Minister. 

1.2. The rules framed for the more convenient tra;osactiOJ!1 of 
business of the Govermnent UDder Article 77 (3) . Of the Constitution 
provide that, unless the case is fully covered by powers to sanction 
expenditure or to appropriate or reappropriate funds, conferred by 
any geaeral or special orders made by the Ministry of Finance; no 
department shall without the previous concurrence of the Ministry 
of Finance issue any ortiers which may-(a) involve any abandon-
ment of revenue OJ' in~lve any expenditure for which II0 provision 
has been made in the ApprOpriation Act; (b) involve any grant of 
land or assignment of revenue or concession, grant lease, or lieelM» 
of mineral or forest rights or right to water, power, or any eawrn_ 
of l!rivilege in respect of such concession; '(c) relate to the number 
or grade of posts or to the strength of a service or to the pay' ~ 
allowances of Government setv8llts er to any other condi-
tions or the service having financial implications; or (d) otherwise 
have a financial bearing, whether involving expenditure or net. 
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1.3. The provisions quoted above envisage not only financial coD-
trol by the Ministry of Finance but also the delegation of powers 
by the Ministry of Finance to the administrative Ministries to sanc-
tion expenditure or to appropriate or r~-appropriate funds either 
under general or under special orders. 

1.4. The sebeme of financial control' and delegation of financial 
powen;:wbich eKisted in pre-independence days was found to require 
modifications asa result of the expansion of Governmental activities 
both in size and complexity after independence. With the introduc-
tion: of Five Y-ear Plans, it was felt that the systeln of financial con-
trol required to be revamped as it had an important bearing on· the 
efficiency of administration. As stated by the Secretary' bf the Minis-
try during, evidence the old system consisted of highly centralised 
treasW'y control through the machinery of the budget; supplemented 
by detailed scrutiny of staff, conting-encies, outlay on civil works and 
so on before any amount of money coulq be spent by any adminIst-
rative Ministry. This was backed up by centralised accounting and 
post audit by the Comptroller and Auditor General throuJh machi-
nery of appropriation, re-appropriation, audit of sanction, aduit of 
propriety, ,scrutiny of excess and short spending, all of which again, 
was' backed up by the watch-dog role of the 'Public Accounts Com-
mittee. While th~~ structure was adequate to. deal with traditional 
functions of Government as a maintainer of law and order and pro-
vider of some minimum amount of infrastructure to the economy, it 
was not really adeq!Jate to deal with a modern governmental system 
as we now have in the country with the pre-dominance of the public 
sector. The tremendous increase in Government expenditure under 
the Five Y'eB1" Plans called for a SOUnd system of financial control 
which 'W'OIlld' at once ensure a quitl'keF, :movelt\~t of the administra-
t:We apparatus as well as economy inexpenciitu~:' 

1:5. The question Of financial contra}' exercised byi the Ministry 
of FinMlce engaged the attention of the EstitruitE!s ComrtIittE!efrom 
the v~ry beginning. As early as 1950-5'l~' th~ Estimates Committee 
stressed t~ need for greater delegation of financial powers to the 
administrative Ministries! In their Second .. Report; ('1950-51); the 
~tes CommiUee' obeetved that the pretent rules·tunder which 
the: heads of Ministries or Departments have been vested' with' cer. 
ta~ financial poWers were in their opinion, inadequate. THe ~om
mattee recommel'uied that in order to avoid unnecessary delay in 
tne'day to day performan~ of the normal' functioning"of R Ministry, 
greater' flnantial powets in the field of ntinor' items of expenditure 
shouhi¢e devolved on the Heads of the Ministries and Departments. 



The-funetions Of the Ministry of Finance should be specified in mO!'e 
defirdte'terms than they were with a view to ensuring that there 
w-ere' n0 unnecessary irtter-departmental consultations and that the 
responsibility is properly distributed and shared by both the spend-
ing Ministries and the Ministry of Finance. ' 

r1.6. Aglilin, in their Ninth Report, in 1953-54, on Administrative, 
Financial and other Reforms, ~ Estimates Committee pointed out 
that "the system which worked well till recently is a source of annoy-
ance in the quick execution of works and plans in the altered condi-
tions." The Committee felt that concrete steps should be taken to 
~chieve the e~ in view and to establish perfect cordiality between 
tbe; aqroinistrative ministries and the Ministry of Finance and ,to 
see tllat one was complementary to the other and helped in the 
ultimate objective. The Committee made a number of recommenda-
tions in this regard. These inclucted inter-aLia the following: 

-, 

-, -. "Before a scheme is embarked upon, it should be properly 
planned and' it should also be ascertained' whether the 
money required -for it is available or can be made avail-
able at tne proper time. Detailed plans and estflriates 
should De worked out fi111y SO as to enable the Ministry 
of Finance to approve the'scheme and accord financial con_ 
currence. 

After the scheme is concurred in from the financial point of 
view by the MimsWjr df Finance, the detailed execution of 
the scheme and spending of money thereon should be the 
responsibility of the administrative Ministry. concerned 
whiehshould alio be given ,power -to vary or' ai1ter amounts 
Ullder the,sab-heads of the scbeme so long as the total 
o~lay is net· affected. 

The spending Ministry should go ahead with the scheme as 
planned and should take such administrative and financial 
adVice wfthin-tht!-Ministry itself as maybe necessary from 
time to time. 

The Secretary of the administrative Ministry will-be responsi-
ble fo~ the sanctioning of the expenditure on the-advic:Et of 

r, ' the Financial Adviser and it wiU be the responsi~i1ity of 
the Financial Adviser to give him prioper advice and in 
cases of: disagr~t between the Financial Adviser and, 

-' the. SecretaIw; the matter shall be' referred to the Minis-
ter who shall, in consultlriion _with Minister- of Finance, 
take appropriate decision in the matter. 
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In reg'ard to the Contingent Expenditure, it should be left to 
the discretion of the administrative Ministry to incur 
expenditure according to the needs up to the amount 
specified under each detailed Head and detailed expen-
diture sanction need not be required. 

1.7. In pursuance of the action taken on some of the recommenda-
tions of the Committee, Government informed in December, 1966 
that a scheme for the re-organisation of the Department of Expendi-
ture was under implementation. 

1.8. The first important scheme of delegation of fmancial powers 
was introduced by the Government in 1958. Under this scheme, the 
administrative Ministries were vested with considerably larger 
powers, not enjoyed by them berore. These powers covered the fields 
of creation of posts, sanctilOning of expenditure on schemes, sanctio'n-
ing grants-in-aid and loans, incurring contingent expenditure, enter-
ing into contracts for purchases and re-appropriation of funds. The 
scheme also intended that the administrative ministry should in their 
turn, delegate to the maximum extent, administrative and financial 
powers to the Heads of Departments and als~ to the subordinate aut-
horities with due regard to their respective levels of responsibility. 

1.9. The revised powers were codified in the form of statutory 
rules called the 'Delegati 'On of Financial Powers Rules, 1958' issued 
under Clause 3 of Article 77 of 0If the Constitution. 

1.10. In September, 1961 an experimental scheme, based on devolu-
tion of gI'e&ter measure of financial responsibility to administrative 
Ministries and exercise of control by the Finanee Ministry mainly 
through pre-budget scrutiny, test checks and work studies, was in-
troduced in a few selected Ministries to secure speedy implemem·tation 
of devellOpment plans and greater efficiency in administration. In June, 
1962 a scheme on these lines was introduced in all Ministries, except 
Railways, Atomic 'Energy and Defence in relation to expenditure from 
Defence service Estimates, which have separate arrangements. 
Enhanced delegation ,of financial powers formed an integral part of 
this scheme. The most significant among the increased financial 
powers of Ministries under this scheme, were those relating to (a) 
re-appropriation of funds between the primary units in which pro-
\tision was made fOl' grants for allied schemes and (b) redelegation 
of powers to Heads of Departments and Heads of Oftices. The salient 
componen18 of the scheme are given in the Appendix-I. 
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1.11. Again as a result of a review of the scheme of 1962, a modi-

fied scheme was evolved, delega.ting larger financial powers to the 
administrative Ministries. This scheme which was introduczed in 
October 1968 was also based on the arrangement that the Ministry 
of ~ce will exercise its control mainly by a proper scrutiny of 
the schemes, proposals etc. before inclusion in the budget and through 
an adequate system of reporting, test checks and work studies. This 
scheme was an impl'Ovement over the earlier scheme of 1962 in many 
respects. Apart from enhancing the powers, the scheme provided 
for development of competell.t finaneial advice within the Ministry 
for discharging their responsibility. Under this scheme each Minis-
try was required to organise its own internal financial cells, under 
the overall charge of an internal financial adviser whose functions 
included rendering of advice to the MinistrylDepartment on all 
matters falling within the field of delegated financial powers, ensur-
ing timely preparation and scrutiny of budget proposals and main-
tenance of complete departmental accounts and watching and review 
ing the progress of expenditure, etc. The Internal Financial Adviser 
was appointed by the administrative Secretary and while consulta-
tion with him was obligatory in exercising the delegated powers, it 
was open to the' administrative Secretary to over-rule his advice by 
an order in writing. 

1.12. Again in 1973, a detailed review of the financial delegations 
covered by the Delegation of Financial Powers Rules, General Finan-
cial Rules and Fundamental and Supplementary Rules was under-
taken at the instance of the Group of Ministers on adminIstration set 
up to recommend changes required to improve a.dministrative per-
formance in relation to the requirements of the Fifth Plan. As a 
result Of this review the Group of Ministers recommended enhanced 
delegations in several respects with a view to meeting the require-
ments of the Fifth Plan, and in the context of the present day costs. 
These recommendations excepting those relating to direct purchase 
of stores by indenting Departments (consideration of which is await-
ing recommendations of a high powered Committee) were accepted 
by Government and given effect to in April and July, 1975. 

1.13., Apart from the enhanced financial powers, under the latest 
~elegabon .orders, an administrative Ministry can now declare any of 
lts subordinate officers satisfying certain'specified criteria as Head 
Qf Department. Ministries have also been advised that powers dele-
gated to Heads of Departments and Heads of Offices are only the 
floor level of delegations and that they could make good the additional 
requirements at subordinate levels by further re-delegation. How. 
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ever, power of administrative Ministries' to re-delegate- then poWers 
in respect of creation of posts, write-off oi'l<;S8es and rC--llPpropna-
tiona;exceeding IG peroont of the original budget provisidn. has'~n 
held in abeyance till the introduction of better accounting systetiJ:s 
ftJr the Ministries. This restridiOtl is intend~d' to ensure' stricter con-
trol over the growth of administrative expenditul"e. 

1.14. ~us, the Ministries have beendeleptedenhanced pdwers 
from time to time to provide the administrative minis'Uies necessary 
operational facility in the implementation of their dewt(;pnle'nt pro-
grammes. The important aspects of the existing scheme of the 
delegation Of Financial powers and allied· matters, Sire; discussed in 
the following chapters. 

J 



CHAPTERU 

PLANNING AND SANCTIONING OF 'SCHEMES/PROJECTS 

(~) Shelf of Projects 

2.1. Discussing the reasons . for slow: progress in investment in the 
public sector, the draft Fifth Five Year Plan mentioned as follows: 

"While the pace of investment in .some of the sectors like iron 
ore, petroleum and petrochemicals has generally been satis-
factory this· ~ . not been ;so in respect of other sectors like 
iron andst.eel, non-ferrous metals,·-fertilizaI's.and coal. 

A major reason for tlUsh,as been the in.adequate preparatory 
work. Feasibility studies in respect of several projects 
had not been completed well in time before the Fourth 
Plan commenced. Similarly, in .the. ca~e of a number of 
sche~s, sWficient detailed investigation had .not been 
undertaken and as a result, the Ministries and the proj~ct 
authorities were engaged in the initial years of the Fourth 
P.lan ill-formulating the new projects and their implementa· 
tion was delayed." 

2.2 Asked about the position in this regart~ in the Fifth Five Year 
~, the Secretary of the !Ministry stated during evidence: 

"The position in the Fifth !Plan is, in:;a sense better and in a 
sense worse. It is better inum~h as all the !Ministries 
which are responsible for large investments have no,w very 
.adequately staffed .technics1 eells for· project preparation. 

These orga.nisations may be in the public sector, as in the case 
.of the Steel Ministr.y, where it is in SAIL, or it 'may <be 
withillr-the Ministry itself as.in the case 'Of·the·Coal·Deput-
ment. ·BtU .thejlta1f and funds fequiredAorproject pre-
paration in the .Fifth Plan are, I think, much better ·tl¥tn 
..the position as staWd .in ·the ,decument ,rell\tiag ·tothe 
Fourth Plan. On the other hand, ODe must' confess that 
the uncertainty about ·the size and seope of the Fiith Plan 
still remaill.j. 'l1he . draft has not been finalised. In :the 
meantime, we ·had a severe economic crisis and set bauk .. 
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The Ministries are n<>lt always sure whether a certain pro-
ject will be executed within the Fifth Plan frame or it will 
have to be postponed to the Sixth. The Planning Com-
mission has had to impose a new set of priorities at the 
beginning of, each plan in the form of an annual plan. To 
that extent one CQuld say the position about the qUick ap-
proval of projects has been affected, since there has been 
some uncertainty as to which will:,o ahead and which will 
not go ahead." 

2.3. As regards the preparation of shelf ofpr<>jects, the Committee 
were informed that in certain sectors it had been possible to prepare 
a shelf of projects depending on the resources which happened to be 
available in the particular year and it had been pessible to exercise a 
certain choice. For instance, this was true in the area of fertilizers. 
Similarly, in the steel sector there were many feasibility report 
ready. 

2.4. Asked whether any shelf of projects has been prepared in 
respect of the drug industry, the Committee were informed as fol-
lows: 

"By a 'Shelf of Projects' is generally meant Project Formula-
tion Reports or preliminary Feasibility Reports on a num-
ber of projects which tQgether involve a capital elr-enditure 
which far exceeds the financial provision likely to be made 
so that it becomes possible to select the most viable pro-
jects (from out of the much larger number of projects) 
that can be accommodated within such financial provision 
as is ultimately made. In these terms we do not have a 
shelf of projects for the public sector Durgs &: Pharmaceu-
tical Industry." 

2.5. The Committee note that according to Government's own 
admission contained. in the draft Fifth Five Year JItan, 'the slow 
pregress in the pace of inVestment in die Fcmrth Five Year Plan in 
resJteCt of some of the secto.rs had been due to inadequate prep81'a-
tory work i.e., non-preparation of feasibility studies, et~. The COLl-

mittee regret to ohserve that in spite of these observations, the admi-
nistrative Ministries have not been able to prepare a shelf of pro-
jects in several seetors like Drugs and Pharmaceuticals etc. for 
expediting investment ,.isiems dnriRg the Fifth Five Year Plan. 



1.6. The ('.cnmitiee couider that with the devolution of powers 
~ the adminiMrathre Ministries aDd. the iatroduction of the scheme 
of .... ,gnated Financial Adviser, it should be possible '- the admini-
II'tative lliaistries .. expedite the preparation of shelf 8f projects/ 
schemes. In fact, the Committee expect that the administrative 
Ministries should carry their thinking beyond the formal prepara-
tion of sChemes/projects and should have a more eritieal look at 
these projeetslscJtemes, keeping in View the requirements of the 
lIeveloping economy, the censtraint of resources botbmoney and 
!naterial, availaltility of expertise and knew-hew etc.. 80 that cogent 
:;tropoSals are put foritard for implementatiOill. 
(b) 'FoT'WU.rd looking' budget 

2.7. In their 24th Report, the Estimates Committee (1972-73) had 
ob~erveQ that a more active role is required to be played by the 
Ministry or Finance and the Planning Commission 1x> develop the 
concept of 'forward looking budgets' so that acivanced planning of 
men -an:! materials is taken up seriously at least in the Fifth Five 
Year Plan. -. The Government accepted the recommendation of the 
Committee and stated that the whole question of 'f&IWard looking 
budget' for men and materials/effective implementation of projects 
:in the Fifth Five Year Plan with a view to achieving the socio-
economic objectives had been engaging the attention of the Planning 
Commission and the organisational framework was ,being worked 
out. The Committee reiterated their earlier il'ecommendation in 
their 4Bth Report (1973-74). 

2.8. The Committ-ee enquired about the present position in regard 
10 the introduction of 'forward looking bufigets'. The Secretary of 
the Ministrv dated during evidence as follows:-

"T think the ('oncept of forward looking budget formulated 
bytbe Estimates Committee in its 24th Report stemmed 
from the system of budgeting cuttently in vogue in U.K. 
In the U.K., they have essentially a five year rolling plan 
which is called the Public Expenditure Survey Committee 
Report. The idea of the PESC in Britain is that every 
year a fo~rd look should be taken at the expenditure 
levels four years ahead. The phoning then consists of 
some broad macro-econOm1C projection for the long 
period together with estimation Of the sectoral require-
ments of funrls; but not in any great detail as to individual 
p-ojects within these sectors. Our system is a quinquen-
nial plm ~r'bich is essentially aIfferent because we do not 
have ::t ro!lmg plan system. We do normally have a mid-
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pIlL'"} review, and of course in the , special ca&.e of the Fifth 
Plan and earlier again, partly in the :Fourth jl?lan, the 
annual planning virtually superseded the Plan bec:ause 
of the problems of adjusting the plan to short tenn 
changf's in the economy. 

So the general ,proposition that every Y,/a8X we shpuld ~ 
forward at least for five years is, I think sound, and its 
acceptance by 'US would involve some changes in the 
planning pT()Cess. It would also involve if we. were to 
go all thE: way with the .U.K., a .for;wa,d pl~!fo.r{.t is 
called n.")n-plan expenditure. This also m~ght .1:>e . a 
desirable change because there is a tenr\ency . in our 
country to assume that non-plan expenditure is all waste-
ful. Non-plan expenditure included a very substantt~l 
amount of development outlay.··· 

Our planning system generally includes a kind of Ceiling-it 
used to b~ '3 per cent, now it ,is 5 per centpe:t annum 
growth in this budget,. and in making that assuinption, 
we do not do the kind of exercise that,the -British PESC 
does on all sectors of expenditure. So I would accept 
the proposition that there is a case for forward planning 
of the non-plan expenditure to takE 'sCcount of inevitable 
growth 11'1 the requirements for aciministration, ;ilecurity, 
loan repayments etc. so that we take a more accurate 
view of thE' demand on resources that this part of expen-
diture will make, in order to plan the fresh investments 
instead of taking an ad hoc figure of 8.4 or6 per ceJit 
growth in this total non-plan outlay." ;" 

.' l 

2.9. The -Committee understand that in UK, the broad processes 
which preeedethe :Public Expenditure Survey are as .follows:-

In February,the;F'inanceDivision of the :various Departments 
submit their 5-year eXpenditure forecasts to the Treasury, showing 
inter a.lia, the additional programmes to be undertaken if more 
resources become available. 

The forecasts are discusserl 'between the Treasury and invidual 
Departments and a draft report or public expenditure is submitted 
in May to the Public 'Expenditure Survey Committee (PESC), 
which consists of the Principal Finance Officers of the major spend-
ing Departments und€'r a Treasury Chairman. 
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The PESC prepares a report to the Ministers showing the impli-
cations of the various proposals over the ensuing 5 years. The 
Treasury, in addition prepares a Medium Term Assessment of the 
economy. The PESC report and the Assessment are submitted to 
Ministers in June. 

Between July and October, decisions are taken on the total public 
expenditure for the next 5 years and its broad allocations. 

2.10. Certain main features of these surveys are as follows:-

(a) The forecasts of expenditure repl'esent costings of existing 
policies. 

(b) The Surveys cover all expenditure by the pubilc sector 
regardless of the way in which the expenditure is financ-
ed. But because payments are made from one part of 
the public sector to another, e.g., the Exchequer grants to 
local authorities, and the Exchequer contribution to the 
National Insurance Funds, it is necessary to ignore such 
intemal transactions and only score the expenditure at 
the point at which it is disbursed by the recipient auth()-
rity. It is thus not sufficient merely to add up all the 
expenditure by all parts of the public sector; overlaps 
must be eliminated to arrive at a valid total. 

(c) The figures are analysed by functions that is to say by re-
ference to the object of the expenditt.:re. This enables 
comprehensive figures to be drawn up showing the rela-
tive amounts spent or proposed to be spent on, e.g. de-
fence, health, education, so,cial security, assistance to 
industry and so on. These are the main figures on which 
major decisions by Ministers on the size and pattern of 
future expenditure are normally taken. 

(d) The figures are also analysed by economic category (cur-
rent expenditure on goods and service, gross domestic 
capital formation, grants to persons and so on). 

(e) The figures in each Survey cover a period of five years-
that is to say, the 1961 survey covered the period up to 
and including the financial year 1965-66 and each fol-
lowing Survey rolled the figures forward a year. 

2.11. The annual Surveys of expenditure have from 1961 on-
wards, linked for purposes of managing the economy with annual 
forward assessments of the economy, generally covering periods of 
:204 LS-2 
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five years. The objects have been, first, to explore the interaction 
of public sector demands, as they emerge in the Surveys, with other 
likely demands, and to enable the whole to be related to the re-
sources likely to be available; and second, to do this in good time for 
any necessary adjustments in the public sector programmes to be 
made in an orderly manner. 

2.12. The figures projected in the Public expenditure survey are-
presented to Parliament in annual command papers (White paper). 
This white paper is discussed for two days in the House of Com-
mons, followed by detailed scrutiny by the Expendituore Committee 
and its various Sub-Committees. 

2.13. The Committee consider that in order to enable the admi-
nistrative ministries/public undertakings to under~ake long term 
planning of men and materials, etc. in regard to their projects/ 
schemes on a realistic basis, it is essential that they should have' 
broad indications of the funds likely to be available over a reason-
able period of time, say for the next five years. The Committee, 
had, therefore, stressed the need for preparing forward looking bud-
gets in their 24th Report (1972-73) so that advance planning of 
schemes/projects both in financial and physical terms can be taken 
up seriously in time by the administrative Ministries and other 
authorities concerned. This recommendation was reiterated by th·!!' 
Committee in their 48th Report (1973-74) wherein they had urged 
Government to make every effort to improve the technique of 
forward planning of men and materials to obviate any shortfall in 
the achievement of targets in the Fifth Five Year Plan. 

2.14. The Committee need hardly point out that the preparation 
of feas!bility reports etc.. is ooth a time consuming and money 
consuming process. It is, therefore, necessary that reasonable assu-
rance of th.e projects going through should be available a few years 
in advance to facilitate the work regarding projectsj schemes being 
taken up in right earnest. The Committee find that though the' 
Government accepted the recommendation of the Committee to have 
a forward looking budget, nothing substantial has been done ill 
this behalf. This may well be due to the reason that economic diffi-
culties of an unprecedented magnitude had overtaken the country iJr 
recent years. Now that conditions have been brought to near nor-
malcy, the Committee would like the Ministry of Finance to pay 
earnest attention to the Committee's recommendation to frame a 
forward looking budget. It should give broad indication of the likely 
availability of resources and estimated expenditure for the next 
three to five years. The Committee consider that if this exercise is: . 



13 

done on an yearly basis, it would not only provide Government with 
basic data ~d material to refine their budget proposals but would 
also bridge the gap and the period of suspense which inv:ariably in-
terve~ between the cessation of one Plan and the commencement 
of the next Plan. 

(c) Sanctioning of S.chemeslprojects 

2.15. The Ministry of Finance controls the expenditure in three 
broad stages:-

(1) Pre-budget scrutiny of proposals made by various Minis-
1:des and acceptance thereof with such modifications as may 
be found necessary; 

(2) inclusion of provision in the Budget; 

(3) sanction for the incurring of expenditure after the Budget 
has been passed, subject to such poweIis as have been dele-
gated to the adminis-trative ministries. 

2.16. The basis of arrangements in the existing scheme of Dele-
gation of Financial Powers to the administrative Ministries is that 
once the scheme has been scrutinised and accepted by the Ministry 
of Finance in all its de1:ails and the budget provision has been made, 
the Ministries have full powers to sanction expenditure to the extent 
of estimates of a sanctioned scheme and also 1:0 sanction excess eX'-
penditure over the original estimates of the sal'J.ctioned £cheme up to 
15 per cent or Rs. 1 crore whichever is less, provided the scope of the 
scheme has no1: been substantially altered. This however, also im-
plies that unless a project has been scrutinised ;nd accepted by the 
Ministry of Finance, even if the provision has been made in the 
Budget, the amount is not available for expenditure by the Adminis-
trative Ministries without consulting the Ministry of Finance. 

2.17. With a view to avoiding delays in the commencement of 
projects, the Administrative Reforms Commission in their Report on 
'Finance, Accounts and Audit' recommended that: 

"A definite time-limit, say, three months, should be prescribed 
for the consideration of schemes- by the Finance Ministry. 
[f the decision of that Ministry is not reached within the 
prescribed period, -the case should automatically be put up 
to the Finance Minister who will decide upon the action to 
be taken and will communicate the decision to administra-
tive Minister concerned." 
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2.18. Government accepted the above recommendation subject to 
the modification that in the case of schemes which are not complete 
in all respects (Le., where additional information or clarifications has 
been sought by the Finance Ministry), the administrative Ministries 
will also have to observe a similar time limit in furnishing the addi-
tional information, etc. and that the proposed three months time-
limit for Finance Ministry will be computed from the date com-
plete information has been furnished by the administrative Min-
istries. 

2.19. However, the delays in the sanctioning of the schemes by 
the Ministry of Finance continued. The matter was also considered 
by the Estimates Committee (1972-73) in their 24th Report on 'Re-
vision of the Form and Contents of the Demands for Grants'. During 
evidence before the Committee (1972-73) the Secretary of the Min-
istry of Finance (Department of Expenditure) had admitted that they 
were not very much satisfied about the delays which were taking 
place in the administrative Ministries as well as in the Finance Min-
istry and were trying to improve the arrangement. It was stated that 
the Public Investment Board consisting of the concerned Secretaries 
which included the Planning Secretary and the Secretary of the 
Ministry concerned was being set up to look into cases which were 
pending for over two months in the Ministry and then take decision 
regarding the sanctioning of the schemes. This arrangement was 
expected to bring about considerable improvement. 

2.20 The Public Investment Board was constituted on 30th Sep-
tember, 1972 and the main advantages expected from it were as 
follows:-

(a) To bring to bear on public investment pI'Oposals involving 
large funds and serious implications to the economy, the 
benefit of collective experience and wisdom of more than 
one Ministry on the premise that the responsibility for 
approving or rejecting the projects was too onerous to be 
shouldered by a single Secretary. 

(b) The basic and critical issues involved in an investment 
propo~al required to be separated from the mass of deta~ls 
and to be intensively examined at the highest official level 
prior to investment decision by Government. 

(c) The establishment of a single fixed forum for investment 
.decisions in the form of the PIB would, besides pinpointing 
responsibility, also help in cutting down the delay that took 
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place in examination of projects, in eliminating the need 
for numerous inter-ministerial meetings which diluted res-
ponsibility for crucial decisions and in systematising pro-
ject presentation. 

2.21. Inspite of the constitution of the Public Investment Board, 
which was expected to cut down the delay that took place in 'the 
examination of projects, the delays in sanctioning of the projects 
have continued. The orders constituting the Public Investment Board 
provided that normally feasibility Report should be brought up be-
fore the Board alongwith the appraisal report within a period of three 
months of the receipt of the Report. However, from the information 
furnished to the Committee, it is noticed that in 88 cases pertaining 
to 10 Ministries/Department during the last three years, the feasibi-
lity Report was not brought before the PIB for approval within the 
stipulated period, and there was delay of more than one year in 
several cases from the date the Report was received in the Ministry 
of Finance. 

2.22. FroIL. another statement furnished to the Corrrmittee regard-
ing the delays in sanctioning of the schemes, it is seen that there was 
inordinate delay in sanctioning of not only those schemes which in-
volved large outlay and merited close and detailed scrutiny but even 
comparatively modest schemes costing less than Rs. 1 crore. For 
example, one of the sc~mes costing Rs. 9.62 lakhs for the reha-
bilitation of displaced persons from East Pakistan squatting on Gov-
ernment and requisitioned properties in West Bengal remained under 
discussion between the Ministry of Finance and the administrative 
Ministry for years together. The Scheme which was refened to the 
Ministry of Finance on the 20th August, 1970 was ultimately cleared 
by the Ministry of Finance on the 29th May. 19'j3, i.e. after a period of 
33 months. There were Similarly five other schemes costing less than 
Rs. 1 crore for which sanction was issued after a period ranging from 
12-25 months from the date the schemes were first referred to the 
Ministry of Finance. As ijle information furnished to the Com-
mlttee did nQt cover all the Ministnes, there was every likelihood of 
many other cases where the sanctioning of the schemes 
was inordinately delayed. 

2.23. In this connection, the Committee were also informed that 
the Planning Commission had issued in January, 1975 an elaborate 
document called 'Guidelines for the preparation of feasibility Re-
p(')rts for industrial projects'. These guidelines had been brought 
out on the basis of experience gained in following the earlier gui-
delines that had been issued by Government in 1966. One main 
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reason for the delay was that the type of data that was required to 
evaluate the proposals by different agencies in Government was 
never fully available. In the new guidelines they had put down 
all the data that was meaningful and would be required by one or 
the other agencies of the Government. The object being that once 
the project authority submitted the feasibility Report in the form 
laid out in the new guidelines, it should not really be necessary for 
the different agencies of Government to go back to the Project autho-
rity and ask more questions. 

Reasons for Delays 

2.24. Regarding the factors which delay the approval of the 
schemes, a retired eminent administrator stated in a memorandum 
to the Committee as follows:-

"The present system is very dilatory and cumbersome. The 
case is examined in stages by the Expenditure side, the 
Establishment DiviSion, if necessary by the Economic 
Affairs Department and also in some cases by the Bureau 
of Public Enterprises. Some cases also involve the Re-
venue Side. Each Branch and division considers the case 
afresh and raises querries repeatedly. Sometimes the 
same questions are asked by mOre than one officer. The 
time involved end the vexation are apparent. Questions 
are often asked which have no bearing on the functions 
of the Ministry of Finance. All this leads to killing of 
initiative and dampening of enthusiasm of the sponsors 
besides unnecessary waste of time. 

The responsibility of the Ministry of Finance and their role 
is important and is fully understood. Their scrutiny 
should however be more purposeful, less repetitive and 
much more speedy." 

2.25. The Committee were also infocmed by the Ministry in a 
written note that the reasons for the delay in sanctioning of the 
schemes were that before a large project was presented to the 
Public Investment Board for investment decision, it had to be scruti-
nised and examined by various agencies like Planning Commission, 
Plan Finance, Bureau of Public. Enterprise, Department of Ecolio-
mic Affairs, etc. This prQCessing of a case for presenting to the PIB 
WQS coordinated by the Financial Adviser concerned. Delays in 
placing the project proposal before the PIB and in taking a decision 
were generally due to delay in the receipt of comments of the 
~crutinishlg agencies and/or in the receipt of additional infO'l'ma-
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tion/clarification from the administrative Ministry concerned in the 
tight of the comments of the scrutinising agencies. To avoid undue 
delay, the Financial Advisers took inter-departmental meetings to 
ascertain the comments/views of the scrutinising agencies. 

2.26-. From the information furnished to the Committee, it was, 
however, seen that one of the reasons contributing to the delays in 
sanctioning of the schemes was that the number of back references, 
made to the administrative Ministries continued to be quite large. 
In some cases, the case was referred to the administrative Ministry 
as many as 8-9 times before the scheme was finally sanctioned. 

2.27. The reasons for such large number of back references could 
be that either the schemes submitted by the Ministries were not 
properly planned and submitted to the Ministry of Finance with all 
the required details, or the Ministry of Finance called for the addi-
tional information piece-meal instead of raising all the points at a 
time. 

2.28. The Committee enquired as to what extent the large num-
ber of back rl"ferences were due to the schemes being received with 
incomplete details from the Ministries. In a written reply, it 
had been stated that in respect of schemes submitted by the Minis-
tries of Works & Housing, Labour, Education, Health and Family 
Planning, the schemes were not always received by the Ministry of 
Finance with complete details. In such cases, further details had to 
be sought from the administrative Ministries. The Secretary of the 
Ministry, however, stated during evidence, in this connection, as 
follows:-

"I would submit that our approach should be that this is an 
investment proposal of Government for investment of 
public funds. It is no part of our job to point out with 
glee that somebody has failed to see something and we 
send it back with wise advice. This is a composite ende-
avour. The Finance Ministly is as interested in the out-
come of the investment as the administrative Ministry. I 
do not regard the Finance Ministry's job to be of finding 
fault with the other Ministry or to show that its officers 
are cleverer than the officers who prepared the projects. 
I do not believe any of my senior colleagues will differ 
from me. Our job is to get the thing done in the best 
possible way. So the other people not preparing their 
projects properly is no excuse because Vie are constantly 
working with them. We are very often in the same buil-
ding. We attend the meetings. The effort should be to get 
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the material prepared in the best possible way for im-
portant decision by Government. 

I would not like to pU'I'sue the question-do we find the pro-
posals to be defective in many ways? They are bound 
tq be defective in some way, it is not possible for anybody 
to be so wise. All defects should be overcome." 

2.29. As regards back references to the Ministries due to calling 
()f information by the Ministry of Finance piece-meal instead of 
raising all the points at a time, the Secretary of the Mi,listry stated 
during evidence that ther,e had been cases where the Finance Min-
istry had made' a second reference back to the Ministry on a point 
which should have occurred to them on the first occasion. This 
usually happened when the second reference was made by a higher 
officer. It was possible to have harassing and duplicating questions 
if the matter was dealt with at a low level in each of the Depart-
ments in the Ministry of Finance and the only way out of this was 
for the senior officer,s in these departments to make sure that time 
was not wasted by important matters being 'examined' by a Section 
Officer or at the Under-Secretary level. The Secretary of the 
Ministry also stated: 

"I must confess that when I saw the list of cases annexed to 
our replies to your question (regarding number of back 
references) I myself was taken aback ........ 1 do not rule 
out the possibility that a number of these references were 
unnecessary or, harassing or effectively what is called 
'disposal'. There is a certain tendency among officers to 
get rid of papers from their tables by pushing it back 
somE:!where with a question so that they ar,e no longer 
responsible for it for the time being." 

2.30. The Committee were also informed that it had been decided 
to introduce a system of 'Integrated Financial Adviser' under which 
the post of Associate Financial Adviser in the Ministry of Finance 
(Department of Expenditure) and Internal Financial Adviser in the 

Administrative Ministry will be amalgamated and there will be a 
single 'Integrated' Financial Adviser of the rank of Joint SeC'I'etary/ 
Additional Secretary for the Ministry who will be a part of the 
Ministry itself. However, in matters beyond the powers delegated to 
the M.inis.try, the Integrated Financial Adviser shall be responsoible 
to and have the right of access to the Ministry of Finance. It was, 
stated during evidence that after the introduction of this system, 
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there will be no question of any body outside the Ministry at a. 
lower level criticising or commenting on the considered proposal of 
the Ministry. The Mini!':tries themselves through their own financIal 
Adviser would prepare a proposal and where it had to receive the 
Finance Ministry's approval would send it to the Additional Secre-
tary or Secretary (Department Qf Expt:nditure). 

2.31. It is however seen that even after the introduction of the sys-
tem of Integrated Financial Adviser, in respect of the formulation 
of the Ministry's development plans, Plan Finance Division in the 
Department of Expenditure would have to be conSUlted. The pro-
cedure for taking approval from the Public Investment Board and 
Expenditure Finance Committee will also continue to be applicabl~ 
the Integrated Financial Adviser taking on the role at present dis-
~harged by Associate Financial Adviser. 

2.32. The Committee note that no expenditure can be incurred 
on a new seheme/project at present I without the Ministry of 
Finance having serutinised and accepted it. They regret to note 
that there have been inordinate delays in the scrutiny and sanction-
ing of the sehemes by the Ministry of Finance resulting in delay in 
their implementation. Although the Administrative Reforms Com-
mission suggested a time limit of three months for the approval of 
the schemes by the Ministry of Finance which was accepted by 
Governme:nt, the schemes have in several cases, remained under 
consideration of the M~try of FiBance for more than a year after 
their first submission. A large number of back references had been 
made by the Ministry of Finanoe at various levels to the adminis-
trative ministries. In some cases, these references had been made 
8 to 9 times calling for additional ild'ormation on various points 
instead of raising all points in one cOllSolidaied reference. It may 
be that some of these back references were due to the Ministry of 
Finance going into matters of details which could have been better 
left to the administrative ministries concemed. 

2.33. The Committee would like Government to bring it home to 
all officers responsible for processing proposals/sebemes that delays 
can prove very costly and can act as a drag to the development 
process. It is, therefore, imperative that all proposals are processed 
and finalised with due expedition and prudence. 

2.34. The Committee have been informed that in regard to indus-
trial projects, new detailed guidelines have been formulated for the 
p~paration of feasibility Reports to reduce the large number of" 
back references to administrative ministries calling for additionar 
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information. The Committee consider that the introduction of the 
system of Integrated Financial Adviser will enable the' Ministries 
to undertake themselves the detailed financial scrutiny that hither 
to had been done in the Department of Expenditure. The Committee 
need hardly point .out that mere laying down of guidelines or intro-
duction of the system of Integrated Financial Adviser are not by 
themselves going to achieve the .objective of speedy processing and 
scrutiny of projects unless there is a purposeful and dose sense .of 
involvement by all concerned from the initial stages to w.ork out 
meaningful details and finalise the projects which will he in the 
best national interest. The Committee hope that the revised system 
will expedite the process .of formulation and implementation of the 
pr.ojects/schemes. They w.ould, h.owever, like toO judge the ,revised 
system by the results achieved. 

(d) Consideration Of Plan Schemes 

2.35. In so far the scrutiny of schemes and allocation of resources 
for development purposes are concerned, the Planning Corunission 
has an important role and the Finance Ministry works in close con-
sultation with the Planning Commission. The allocation of resour-
ces for Plan schemes i'S made in accordance with the Annual Plan 
finalised within the frame-work of the five year Plan. Therefore, 
the administrative Ministries have also to submit their Plan schemes 
to the Planning Commission. In regard to these schemes/projects, 
generally speaking the following details are required to be furnished 
to the Planning Commission:-

(i) total investment on the schemes/projects. 
(ii) Foreign Exchange component. 
(iii) Year-wise phasing of investment. 
(iv) Capacity proposed to be created and phasing completion. 
(v) Contribution in terms of iI'l;creased production or increased 

benefits. 
(vi) Contribution to exports. 

(vii) Economic viability of the project. 
(viii) Full justification for the project keeping in view plan 

targets and priorities. 

2.36. In regard to the industrial projects, the details required by 
the Planning Commission are still more as set out in the guidelines 
of the programmes of feasibility Reports for industrial projects. At 
the time of sending the 'Schemes to the· Planning Commission, the 
Estimates of expenditure involved, are also made on a more or less 
realistic basis, although, it might not be possible at this stage for a 
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Ministry to furnish all tAle minutest details of the schemes or to 
furni'Sh very precise estimates of expenditure involved. 

2.37. On the basis of this information, and after taking into 
account the priority of the schemes, the Planning Commission 
accepts these schemes in principle and fixes the total outlay on these 
schemes. These schemes are discussed in the annual plan discus-
sions at which the Ministry of Finance is also represented. 

2.38. It has, however, been stated that acceptance, on in principle 
of a scheme by the. Planning Commission does not mean that G0-
vernment have sanctioned the scheme. Government sanction is 
issued only after the investment decision is taken. For taking the 
investment decision the scheme is submitted to the Expenditure 
Finance Committee/Public Investment Board and/or the Cabinet, in 
accordance with the orders issued by the Ministry of Finance. The 
Ministry of Finance initiates action for taking investment decisions 
only after the Feasibility Reports/Detailed Proj ect Reports are 
ready. These reports are scrutinised thoroughly in consultation with 
the various scrutinising agencies including the Project Appraisal 
Division of the Planning Commission and only after it is established 
that these schemes are technically feasible and economically viable 
they are placed before EFC/PIB and/or the Cabinet for investment 
decisions. 

2.39. In this cQImection, the Committee find that in U.K. the Select 
Committee on Estimates (1957-58) recommended a more generous 
relaxation of control by prior sanction and more use of 'control by 
Programmes'. Since that time the delegation of powers from the 
Treasury to Departments has been conSiderably extended although 
the Treasury does not yet control by programmes alone. 

2.40. Similarly, in Canada, the Treasury Board determines in 
detail the funds to be made available for specific programmes 
administered by the various departments and fixes the personnel 
establishment to be allocated to them. Even in respect of capital 
projects, the Departments are not required to seek approval from the 
Treasury Board for: 

(a) the acquisition by purchase of data processing equipment 
costing less than 1,00,000 dollars or;, 

(b) any other project costing less than 2,510,000 dollars pro-
vided that funds are available within approved estimates 
and provided also that Treasury Board approval has not 
been specifically reserved through a request in writing for 
a separate submission on a given project. 
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The authority to proceed with a capital project is no doubt sub--
ject to an allocation of funds required for a given project. Such: 
allocation being made only by the actual inclusion of, or a specific 
commitment by the Board to include the necessary funds in Main or 
Supplementary Estimates or by the specific allotment or transfer of 
already appropriated funds for another project. 

2.41. The Conunittee note that in the case of Plan schemes, the 
adminisrative Ministries are required to furnish to the Planning 
Commission the broad details of the schemes including the estimates 
for obtaining their approval These schemes are discussed in the-
annual plan discussions at which the Ministry of Finance is also 
represented. On the basis of the information furnished by the Min-
istries and after taking into account the priority of the schemes, the-
Planning Commission accepts these schemes in principle and fixes 
the total outlay thereon. These schemes are also required to be sub-
mitted to the Ministry of Finance for sanction. The Committee con-
sider that there should be an integrated examination of the broad 
details of the schemes, including the financial implications before 
th«!se are approved and outlays fixed therefor by the Planning 
Commission. The detailed scrutiny and the sanctioning of expen-
diture on these scheme8 thereafter should be the responsibility of 
the adm.inistrati~~ ministries concerned. 

2.42. The Committee emphasise that there should be a meaning-
ful and speedy scrutiny of the programmes/schemes. In undertak-
ing the sautiny the following aspects should be prominently kept 

, ~ t ~I in view:- , , 
, (_> the purposes/objectives which are proposed to be served 

by the schemes and their relative importance keeping in 
view the planned targets and priorities. 

(b) whether the programmes/schemes serves best the objec-
tives in view on the basis of the cost-benefit atlaJysis or 
whether alternative programmes could serve the same 
objec.tives with less expenditure within the same time 
frame. 

(c) whether suitable norms/ standards or other performance-
indicators have been included as an integral part of the 
scheme to provide the basis for effective management 
control and evaluation of the programme/scheme after itS' 
completion. 

2.43. In recent years it has 'cOme to be recognised that the ulti--
mate responsibility for both economy and efficiency must be placed 
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. squarely on the shoulders of administrative MinistriesJDepartments. 
Centralisation of authority in regard to detailed scrutiny and appro-
val of individual schemes in the Ministry of Finance leads not only 
to delays but also :results in escalation of costs of schemes/projects. 
The Committee, 'therefore, consider that the Ministry of Finance 
Bhould retain functions in conformity with their responsibility for 
providing broad guidelines and overall financial control through 
sanctioning of funds and making budget allocations to the adminis-
trative ministries, taking into consideration the availability of r&-
sources, the competing demands of the various MinistriesfDepart-
ments and plan priorities and the progress of the on going schemes! 
projects both in physical and financial terms. 

2.44. The Committee have no doubt that the introduction of the 
system of Integrated Financial Adviser will provide the requisite ex-
pertise to the administrative ministries for detailed scrutiny of the 
projects. The Ministry of Finance, if necessary, could issue suitable 
guidelines to ensure proper approach in scrutinising and sanctioning 
,of the schemes. 

2.45. The Committee wouid suggest that the points about the 
Ieasibility and economics of the project which are taken into consi-
deration at the time of scrutiny by the Public Investment BolU'd 
may be specifically brought to the notice of the Ministries and Int&-
~grated Financial), advisers, so that these are kept in view ab initio 
while projects schemes are being process~d in thb administrative 
Ministries. This would not only ~ve time but would make for 
meaningful examination of the projects/schemes. 

%.46. The Ministry of Finance shQuld also develop suitable para-
met~es for the evaluation of the programmes after their completion 
to determine the efficiency and economy in execution and to see 
how far the objeetives have been fulfilled as envisaged. On the 
b~s of such evaluation, useful points of general application co~ld 
"be-- called out which could be gainfully utilised to update the guld-
lines mentioned in the earner paragraph. 



CHAPTER III 

FINANCIAL POWERS OF MINISTRIES:DEPARTMENTS IN 
VARIOUS FIELDS 

(a) Creaticm of Posts 

3.1. At present under the rules the Ministries have generally the 
powers to create temporary posts aprrying pay scales not exceeding 
Rs. 2750/-. However, ther~ is a temporary ban on the creation of 
new posts. The Committee were informed during evidence that the 
so called ban merely implied that a specific approval of the cabinet 
was required to undertake the appointment of new staff for any 
purpose. The ban did not cover plan schemes. Once a plan scheme 
was approved, the staff required for it was sanctioned and for that 
purpose no reference to the Cabinet was required. But if for im-
plementing the plan schemes, the Central Ministries required to 
strengthen _ their staff, that came under the ban. That was done 
deliberately in an effort to maximise the utilisation of the potential 
that might exist with the Ministries for rationalisation. 

3.2. In this connection it is seen that the orders issued by the 
Ministry of Finance (Department of Expenditure) in June, 1962 
provided that each Mini:;try should set up internally a competent 
work study unit to assist the Ministry in laying down norms for 
particular type3 of work and also to examine such proposals as were 
referred to it by the Ministry for staff re-organisation or creation 
of posts (both in the Department and in offices under it). The 
special re-organisation unit of the Expenditure Department was 
prepared to assist the Ministries in setting Ul) such units, if neces-
sary. 

3.3. The orders also provided t~at "in the case of the larger 
office's under the administrative Ministries it might be necessary to 
have tr~ned personnel for conducting work studies. This will be 
without prejudice to the work study units in the Ministries them-
selves conducting such studies as they might like to undertake from 
time to time. The units in the Secretariat would also generally 
superintend and guide the working of the units in lower formatio>l."· 

3.4. The order issued in October, 1968 again provided that a Work 
Study Unit should be set up in each MinistryjDepartment. The 
functions of the 'Internal Work Study D.lit, which works directly 
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under the Secretary are as foillows: 

(i) to study the organisational structure, methods of work. 
and procedure of the Ministry/Department with a view to 
suggest measures for reform so as to improve the .efficiency 
of the organisation; 

(ii) to study the staffing of the establishments under the 
Ministry/Department with a view to suggest economy 
in staff consistent with administrative efficiency; and 

(iii) to evolve standa!'ds of performance and norms of work 
relating to jobs peculiaT to the Ministry/Department. 

3.5. Besides the studies to be made by the Internal Work Study 
Units of the Ministries, the Staff Inspection Unit of the Ministry of 
Finance can conduct its own studies in any MinistryiDepartment and: 
is required to evolve standards for jobs common to several Minis-
tries/Departments and to make them available to all the Ministries. 
Further, norms/studies evolved by the Work Study Units of the 
Ministries for jobs pertaining to their ministries are subject to review 
by the staff Inspection Unit. In suitable cases, other studies con-
ducted by the Internal Work Study Units are also subject to test 
check by the Staff Inspection Unit. 

3.6. The Committee enquired the action taken to evolve standards 
of performance and norms of work, by the Staff Inspection Unit of 
the Ministry of Finance and the Internal Work Study Units in the 
Ministries. They were informed that so far as Staff Impection Unit 
was concerned they had evolved 193 norms which had been circulat-
ed to the various Ministries/Departments for adoption in respect of 
their Staff working in the houses keeiping sections. It covered near-
ly 4-5 lakhs of employees. 

3.7. As regards the Internal Work Study Units in the Ministries 
the Committee have been informed that such units have been set 
up in 34 MinistrieslDepartments and 15 subordinate organisations 
However, since the task of evolution of work norms/standards of 
performance is a time consUlIling process, very little progress has 
been made by these units in this regard. In this connection the 
representative of the Ministry of Finance stated during evidence as· 
follows: 

"It is true that the internal work study units functioning in 
the various Ministries and attached Offices have not 
completed the norm studies, to the extent we would' 
normally desire. But there have been some problems. 
In the first 3 or 4 years, they were building up cells. 
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Secorldly, apart from doing this norm study, they have 
bee'n doing method study as well. They were doing a 
double-function. We have to go first into the methods 
adopted by the various departments and rationalize them. 
On the rationalised basis, we could evolve a norm study 
which can be implemented for the purpose of staffing. 
In spite ~ this, in some areas where the work is of a 
repetitive nature and is more amenable to this sort of 
a study being conducted, e.g., in P&T which comes under 
the SIU, they have conducted about 20 studies covering 
one lakh posts. Similarly, in the I & B Ministry, they 
.have done it in respect of some Class III and IV posts. 
But in other Ministries, there are problems. The work is 
not repetitive and the posts are not many. In those cases, 
it may not be worthwhile spending time and energy in 
evolving suitable norms." 

3.S. The delegation order of 1968 also provided tlw-t the Internal 
Work Study Units should draw up cyclical programmes for con-
ducting studies. Copies of such programmes and the reports were 
required to be furnished to Staff Inspection unit of the Ministry of 
Finance which could issue separate instructions r~garding the metho-
-dology to be adopted in conducting work studies and the form of 
Teporting the result thereof. 

3.9. Askea about the action taken by Staff Inspection Unit in 
-this regard, the representative of the Ministry stated during evid-
Ence as follows:-

"Some Min.,istries have been sending their programmes regu-
larly, and some not. But where they have sent such pro-
gra1Jlmes, they were examined by the Staff Inspection 
Unit with a view to seeing that the areas taken up were 
suitable & guidance given. Wher~ norms are being evolv-
ed, they are test-checked by the- Staff Inspection Unit; 
and then an agreed norm is evolved, which is circulated 
and adopted for future pattern of staff." 

3.10. It is also seen that for reorganising that internal pattern of 
work in Ministries/Deptt., in their Report on the Machinery of the 
'Government of India and its procedures of work, the Administrative 
'Reforms Commission recommended in September, 1968 as follows:-

"There should be only two levels of. consideration and deci-
sion below the Minister, nam~ly, (i) Under Secretary! 
Deputy Secretary, and (ii) Joint Secretary/Addl. Secre-
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tary/Secretary. Work should be assigned to each of these 
two levels on the lines of "desk-officer" system. 
Each level should be required and empowered to dispose 
of a substantial amount of work on its own, and be given 
the necessary staff assistance." 

3.11. In pursuance of the recommendations of the ARC, Govern-
ment accepted in principle in January, 1973 the introduction or the 
'desk officer' system. It was, however, provided that the imple-
mentation of this decision would have to be selective and carried 
out in a phased manner. It was decided that the system should 
be effectively installed in at least one wing in 1973-74 i.e. by 31st 
March, 1974. A Committee consisting of senior officers of the Depart-
ment of Administrative Reforms Commission and the Ministry of 
Finance (Department of Expenditure) was formed in January, 1974 
to provide necessary guidance, take quick deci,ions on problems and 
supervise implementation of the system in Ministries/Departments. 

3.12. The Committee of Secretaries on Internal Affairs which 
reviewed the position in August, 1975 took note of the fact that 
majOTity of Ministries/Departments had yet to instal the 'desk 
officer' system in the first phase while several had yet to commence 
effective action on implementation by selecting suitable areas and 
drawing up nfJ~essary scheme for re-organisation in accordance with 
the time-bound programme approved by it. 

3.13. In reply to a question in Rajya Sabha (U.S.Q. 369 dt. 
18-3-76), it has been stated that the 'desk officer' system has so far 
been implemented in some sections of 22 Ministries/Departments 
and action was being taken in other Ministries/Departments to in, 
troduce the system in a phased manner. The system was proposed to 
be introduced over a period of 5 years so that the introducti'On of the 
reform caused minimum dislocation of staff and ensured. proper 
absorption of surplus staff, if any. 

3.14. The Committee cannot over-emphasise the need for ra-
tionalisation of methods of work adopted by the various Ministries/ 
Departments and of evolving scientific work norms. Rationalisa-
tion of methods and fixing of norms is essential not only for effect-
ing economy and improving overall efficiency in the Departments 
but for setting targets and measuring pe ... forman('e also. Moreover 
it would b~ in the interest of Ministry/Department themselves to 
have such norms to dispel a general feeling that the Government 
Departments are over-staffed. 

204 LS--.3 .• 
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3.15. The Committee note that the staff Inspection Unit of the 
Ministry of FinanCe has evolved 19"3 norms, covering about 45 lakh 
employees working in house keeping sections which have been cir-
culated for adoption to the various Ministries/Departments. The 
Committee are however concerned to note that although in pur-
suance of the delegation orders issued in June, 1962, Internal Work 
Study Units have been set up in 34 Ministries/Departments, pro-
gress made in regard to evolution of work norms by these units even 
after a lapse of thirteen years has been tardy. They further 
find that although these Internal Work Study Units were required 
to draw cyclical programmes for conducting such studies and were 
to send copies of such programmes as well as their study reports to 
the Staff Inspection Unit of the Ministry of Finance the programmes 
and reports are not being sent regularly by these Units. The Com-
mittee regret that the Ministry of Finance also did not keep a watch 
in regard to the receipt of such programmes and reports to ensure that 
suitable time bound programmes for work studies are actually 
drawn up by the Internal Work Study Units and that studies carried 
out are in accordance with such programmes. The Committee urge 
that scientific work norms studies should at least now be carried out 
according to a time bound programme by aU the Ministries/Depart-
ments in respect of the various jobs. The Ministry of Finance and 
the Department of Administrative Reforms should help the Ministries 
in carrying out such studies by providing guidelines in regard to the 
methodology to be adopted and training the .,ersonnel for conducting 
such studies. 

3.16. The Committee consider that evolution of norms is a pre-
requisite to the delegation of further powers to the Ministries/Depart-
ments for creation of posts as the existence of suitable work norms 
could serve as a parameter for judging the requirements of the Minis_ 
tries/Departments for additional staff. 

3.17. The Committee suggest that the 0 & M Unit in each Minis-
try should form an integral part of the Integrated Financial Adviser's 
division. This would help in developing norms/standards which 
would be objective and would fully take into account the cost-benefit 
factor. 

3.18. The Committee also consider that there should be a stat. ding 
Committee of representatives of the Ministry of Finance and 
Department of Administrative Reforms, not below the rank of Joint 
Serretary, which should review once in ~ix months the progress made 
in the evolution of norms and standards and the rationalisation of 
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staff. The Committee also consider that the evolution of norms/stand-
ards would be an effective instrument for regulating staff strength 
of the Department/Ministry fOT dealing with any proposals for addi-
tional staff. 

3.19. The Committee find that the Administrative Reforms Com-
mission suggested in September, 1969 the introduction of the 'desk 
officer' system as a part of the scheme for re-organi-sing the internal 
pattern of work in Ministries. They regret to note that it was only 
in January, 1973, i.e., after a lapse of five years that the Government 
accepted in principle the recommendation of the Commission and de-
cided to introduce the scheme in a phased manner. The Committee 
also find that although it was decided that the 'desk officer' system 
should be effectively installed in at least one wing of a Ministry/De-
partment by ~lst March. 1974, the progress made in this regard has 
not been satisfactory. It is now proposed to introduce the system in 
various ministries/Departments in a phased manner in a period of 
five years during 1975-79. The Committee desire that the 'Desk 
Officer' system should be extended expeditiously to cover all the 
wing of the Secretariat that can be brought under it to effect rationa-
lisation in staffing and to make the administration more action-orien-
ted. The, Committee suggest that this system should be particularly 
introduced in Departments having public dealings or where schemes/ 
projects have to be executed with expedition and according to a time 
bound pro~amme. 

(b) Powers to make purchases 

3.20. At present, the administrative ministries have to obtain gene-
rally the previous consent of the Finance Ministry if the value of any 
purchase Or contract exceeds 'l"upees fifty lakhs. In the case 
of purchases by the Central Purchasing Organisation. the Department 
of supply has powers upto Rs. two crores. In the case of negotiated 
or single tender contract the limit is still lower, i.e., Rs. 20 lakhs for 
all the administrative ministries except the Department of Supply, 
in whose case, the limdt is upto Rs. one crere. 

3.21. In 1973, as a result of the review of the financial delegations, 
the Group of Ministers recommended enhanced delegations in several 
respects including the direct pU'l"chase of -:;tores by the indenting 
Departments. However, the consideration of the recommendations of 
the Group in this regard is stated to be awaiting recommendations 
()f a high powered committee which was appointed in December, 1974. 
The Report of the Committee is still awaited. 
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3.22. The Committee are surprised to find that inspite of recom-
mendations made by the Group of Ministers as early as 1973 no 
action has been taken by Government to enhance the powers of the 
indenting departments in respect of direct purchase of stores and the 
matter is awaiting consideration by another high powered Committee 
set up in Derember, 1974. The Committee regret to note the in-
ordinate delay in this regard. If any discussion at high level was 
required, it should have been completed well in time and concrete 
propesals for delegation of enhanced powers in regard to direct pur-
chase of 5tores etc. evolVed by now. 

The Committee would like to point out that genuine difficul-
ties are being experienced by the MinistriesiDepartments due 
to lack of adequate powers in regard to purch8Sel of stores and 
spare parts for machinery. For example, in Bord,er Roads Orga-
nisation, vehicles and equipment of the value of Rs. 2.46 crores 
were lying unutilised as on 31st March, 1975 for want of spllI'es. 
This is by no means an exceptional case. The Committee need 
hardly point out that the essential criteria in delf!gation of 
financial powers is the cost-benefit factor. It is obvious that if the 
Administrative Ministries/Departments have the authority to pro-
cure requisite stores, spares, etc. not oniy will they be able to main-
tain the equipment and machinery in fully operational condition 
but this would also greatly bring down the heavy inventories which 
are built up by the Government organisations due to a feeling of 
uncertainty about the timely availability of stores and spares. The 
Committee desire that with the introduction of the system of integ-
rated Financial Adviser, suitable procedures should be evolved 
whel"eby it is possibh for the Ministries/Departments to purchase 
expeditiously essential stores and spare parts for machinery and 
equipment as Per the procedur.~ to be prescribed in this behalf to 
safeguard public interest. The Committee w(mld like to be informed 
of the concrete action taken in this regard. 

(c) Powers of re-appropriation 

3.23. AC20rding to the delegation orders of October, 1968 the ' 
administrative ministries have been given, in general, full powers 
of re-appropriation within a grant provided there is no diversion of 
funds intended for Plan schemes to non-plan activities, both under 
Revenue Heads and under Capital Heads and there i3 no augme::1ta-
tion of total provision made under a Grant for administrative costs 
(viz. pay, allowances and other charges). 

3.24. In this connection one of the retired Secretaories of the 
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Government of India stated in his evidence before the Committee 
as follows:-

"Some of the development Ministries like the Ministry of 
Agriculture come across a lot of development problems 
which might suddenly crop up in the light of the situa-
tion witnessed by their experts in India, in any State 
or any area. Then it should be possible for that Ministry 
to re-appropriate even from plan to non-plan schemei 
provided that the non-plan thing is for the development 
purposes and some safeguards are employed that this 
authority is not mi3used." 

3.25. In its report submitted in October, 1971 the Team appointed 
by Government to consider certain matters relating to accounts and 
budget heads, observed that "a large chunk of expenditure which 
is now classified as 'non-Plan' is abo developmental in character but 
is classified as 'non-plan' expenditure either because it is a committed 
expenditure on completed schemes of earlier plans or is a spill over 
from the ,earlier plan or is outside the plan allocation agreed to by 
the Planning Commission." It felt that this position had given 
rise to some misunderstanding about the nature of public expendi-
ture and suggested laying down of suitable guidelines in this regard 
by the Ministry of Finance and the Planning Commission. 

3.26. The matter was also considered by the Estimates Committee 
(1972-73) and in their 24th Report they observed as follows:-

"The Committee are unable to appreciate how in the absence 
of clear guidelines expenditure could 'be classified as 
Plan and non-plan. The Committee would like the Plann-
ing Commission and Government to finalise the matter 
without further delay so that clear guidelines in this be-
half are issued and observed in preparing the budget 
documents." 

3.27. In their reply, furnished in September, 1973 the Govern-
ment stated that the recommendation was being examined in con-
sultation with the Planning Commission. In their 48th 'Action 
Taken' Report on the 24th Report, the Estimates Committee (1973-74) 
expressed their unhappiness about the inOIdinate delay and urged 
that it was a matter of great urgency and importance that the guide-
lines for classification of Plan and non-plan expenditure were fina-
lised and issued at least before the commencement of the Fifth Five 
Ye.~r Plan in the interest of effective budgetary control. 
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3.28. During evidence the Committee enquired the reasons for 
the delay ill laying down the guidelines for plan and non-plan ex-
penditure. The representaLive or the Mmistry of l<'mance stated as 
follows:-

"Even though there are no formal orders issued, regarding 
the items to be included under Plan and Non-plan, there 
is a practical working arrangement. Each Minisiry 
knows which items are to be included under each. This 
problem generally arises at the beginning of a Plan when 
a certain view has to be taken, particularly in the case 
of Social Services like Education, Health, etc. We have to 
see which item is to be treated as committed, and which 
as non-committed. In respect of secur'ity, administration 
and even industrial projects, ther,e is no problem at all. 
The maintenance expenditure is automatically treated as 
non-plan. In tiJe case of Social Services, it will have to be 
decided as to what lev,el has already been reached by the 
economy in' them. Only beyond that they are treated a3 
a Plan expenditure. In regard to re-appropriation, there 
is no difficulty, because these a·re all indicated separately 
in the demands for grants." 

3.29. The Committee were also informed that the question of 
issuing guidelines was under consideration with the Planning Com-
mission. 

3.30. The Committee are concerned at the inordinate delay in 
the issue of guidelines for the classification of expenditure as plan 
and non-pian. As early as October, 1971 the Team appointed by 
Government to consider certain matters relating to Accounts and 
Budget Heads suggested laying down of suitable guidelines in this 
regard. The Committee also in their 24th Report (1972-73) as well 
as in their 48th Report (1973-74) stressed the urgency of finalisation 
of these guidelines. It is unfortunate that these guideJ'ines have 
not been finalised so far although the representative of the Planning 
Commission had informed the Committee in October, 1972 that these 
were expected to be finalised by the end of the financial year, 1972-
73. 

3.31. The Committee are unable to appreciate the reasons .for 
the prolonged delay in issuing the guidelines when according to the 
Secretary of the Ministry of Finance, there is a 'practical working 
arrangement' regarding the items to be included under plan and 
non-plan expenditure. They urge that the guidelines for c1assifi-
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cation of expenditure as plan and non-plan should be finalised with-
out any further delay and issued for the guidance of the Ministries/ 
Departments so that developmental work does not suffer because of 
the prese~ em~i11y regarding CLassification. 

3.32. The Committee need hardly point out tot a clear defini-
tion of plan and non-plan expenditure would also help in the proper 
classifkation for preparing the performance budgets and evaluation 
based thereon. 

(d) Powers in regard to write off of losses 

3.33. The administrative ministries have generally the powers to 
sanction write off 10s3es of stores upto Rs. one lakh provided the 
loss is not due to theft, fraud or negligence. In other cases, they 
have powers to write off losses up to Rs. 25,000. 

3.34. During evidence, the Committee enquired whether full 
power;; should not be delegated to the administrative mimstries to 
write off losses of stores etc. after a thorough investigation of the 
case. The representative of the Ministry of Finance stated as 
follows:-

"Under our .system, accounting of stores and accounting of 
money are governed by Central rules, the Stores Account-
ing Rules and General Financial Rules, under the ad-
ministration of the Finance Ministry. Therefore, if any 
loss or theft of money or stores takes place, we will haVE 
first to .see that there is no basic lacuna in the system itself. 
That is why it is brought to the notice of the Finance 
Ministry." 

3.35. The Secretary of the Ministry, however, agreed that there 
was a strong argument for greater delegation of powers in the case 
of write off and stated as follows:-

"Where l03ses have actually occurred, we should prevent 
delay in write off. If the write off procedure is too 
complex, people will simply carry on losses from year 
to year. I think we have to guard against that. Where 
the loss is irrecoverable, better accounting principles 
require that the write off should be as .early as p03sible. 
We would be prepared to examine'the present position." 

3.36. The Committee note that at present the Administrative 
MinistriesjDepartments have generally tbe powers to sanction and 
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write off losses of stores upto Rs. one lakh provided the loss' is not 
due to theft, fraud or negligence and upto Rs. 25,000 in other cases. 
All cases above these amounts are sent to the Ministry of Finance 
for sanction. The Committee feel that in the matter of loss of 
stores, the responsibility should be placed squarely on the adminis-
trative Ministries/Departments to make a thorough and searching • 
investigation of such cases, to sanction write off of losses and to 
apply the lessons learnt therefrom to prevent the recurrence of such 
Cl\fes in future. 

3.37. One of the reasons advanced for retaining powers by the 
Ministry of Finance in this r~ard is that they have to see whether 
such a loss was not due to any basic lacuna in the system itself. The 
Committee consider that this objective can be achieved by calling a 
periodical statement of losses together with reasons therefor and 
examining them to see if they reveal any defects in the system of 
work or any lacuna in the rules etc. Thereafter suitable action can 
be taken by the Ministry of Finance to devise remedial measures in 
the shape of issuing guidelines or the amending of rules etc. 

3.38. The Committee recommend that in the light of tbe above 
and the introduction of the system of Integrated Financ:al Adviser, 
Government may consider the question of suitably enhanring the 
powers of the administrative ministries to write off losses of stores. 
This should, however, not preclude any thorough investigation or 
probe being conducted by MinistriesfDepartments, where there are 
heavy losses, to pin-point responsibility and to obviate the chances 
of their recurrence. A periodical statement should be submhted 
to the Mini'itry of Finance showing the reasons for the losses and 
t)le remedial measures taken to ensure that such losses do not recur. 

(e) Recommendations 01 Working Group of Administrative Reforms 
Commission on Financial Rules 

3.39. The Working Group of the Administrative Reforms Com-
mission on Financial Rules examined the powers exercised by the 
va~ious authorities in C.P.W.D., Directorate General of Supplies and 
Disposals and the Printing and Stationery Departments and suggest-
ed several changes. In their Report on Delegation of Financial 
Powers, the A.R.C. referred to some of these it£'IIls and the observa-
tions made by the Working Group and stated that "while we are 
in general agreement with the approach of the Working Group in r 
suggesting a large measures of delegation we do not prop03e to 
comment on each of the large number of suggestions"· We would 
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leave it to Government to scrutinise the detailed suggestions of tilt: 
Working Group and take decisions thereon." 

3.40. The Committee enquireq. the action taken by Government 
un the recommondations of the Working Group. They were in~ 
formed that a,s the suggestions concerned a variety of rules, they 
were examined in 1969 by a number of sub-Committees presided 
over by Joint Secretaries concerned with the respective subjects and 
a representative of the C & AG was also associated with the dis~ 
cussions. The recommendations made by the sub-Committees were 
then placed before a Committee of Secr,etaries. The Committee of 
Secretaries accepted the recommendations of the sub-Committees 
in November, 19'11. The Cabinet was apprised of the position in May, 
1974. While most of the recommendations of the Working Group 
have been accepted in some cases these have either not been accep-
ted or have been accepted with some modifications. 

3.41. From the three statements furnished by the Ministry in 
this regard, (Appendix II), it is ,seen that in respect of some of the 
recommendations which have been accepted by Government with 
or without modifications, action has not been taken so far for the 
actual implementation of those recommendations. Some of these 
recommendations in regard to delegation of powers are mentioned 
below:-

(i) Powers to sanction major works 

3.42. The Working Group of Administrative Reforms Commission 
on Financial Rules pointed out that the administrative Ministries or 
even the Ministry of Works, Housing and Supply do not enjoy any 
powers of according approval and expenditure sanction to any major 
work, without the concurrence of the Finance Ministry. It suggested 
that it should be within the competence of the Ministry of Works 
and Housing and Supply / Actministrative Ministry to sanction, on 
the basis of estimates prepared by the Central Public Works Depart-
ment, works costing upto Rs. 5 lakhs to reduce the number of not 
so important reference at present made to the Finance Ministry. 
Asked about the action taken in this regard, the Committee were 
informed during evidence in December, 1975 that this recommenda-
tion was accepted by Government in 1974. However, the formal 
orders in this regard had not been issued S0 far. Subsequently, the 
Committee were informed in a written reply on 19th March, 1976 
that orders empowering the administ-.:ative Ministries to issue ex-
penditure sanction in re3pect of major works costing upto Rs. 5 
lakhs without reference to the Ministry of Finance had since been 
issued. 
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(ii) DeLegation of Powers in D.G.S. & D. 

3.43. In pursuance of the recommendation of the Working Group 
of A.R.C. it was agreed that the powers of D.G.S. & D. for the 
purchase of proprietary arti~les by single tenders be raised from 
Rs. 5 lakhs to Rs. 8 lakhs. In the matter of waiver of liquidated 
damages for delays in supply and also for waiving of recovery in 
cases of losses arising out of risk purchases, the powers of the 
Director General and Deputy Director General proposed to be raised 
from Rs. 1000 to Rs.2,500 and from Rs. 100 to Rs. 500 respectively. 

It has been stated by Government that the purcha.se of powers of 
the Department of the Supply and other Ministries have been en-
hanced in July, 1975. Consequently, the entire delegation of powers, 
to the Director General and Deputy Director General and other 
officers in the D.G.S. & D. is under review in the Department of 
Supply and this includes the question of raising the powers of 
Director General to make purchases of propt'ietary stores on single 
tender basis. The review also includes the question of increasing 
the powers of Director General and Deputy Director General for 
waiving the recovery of los~, arising out of risk purchases. 

(iii) DeLegation of Powers in the C.P.W.D. 

3.44. In pursuance of the recommendations of the Working Group, 
the Government have agreed to raise the powers of officers of the 
C.P.W.D. at different levels in different types of cases. Thus in the 
case of acceptance of single tenders, the powers of the Executive 
Engineers are proposed to be raised from Rs. 5,000 to Rs. 1(},000 and 
those of the Engineer-in-Chief Engineer from Rs. 15 lakhs to Rs. 25 
lakhs. The powers of the Engineer-in-Chief/Chief Engineer for the 
award of work to the lowest tenderer, without the approval of the 
Central Works Advhory Board, are proposed to be raised from 
Rs. 25 lakhs to Rs. 40 lakhs. The Chief Engineer is also proposed 
to be given full powers to issue proprietary articles certificates 
wherever considered necessary and also to make direct purchase of 
articles required in cases of extreme ~rgency from whatever sOurce 
they consider advisable so long as the rates are at par with or 
within the rates prescribed by D.G.S. & D. for the same articles or 
for article, of similar specifications. 

3.45. Similarly, in the case of aW8!'d of contract without calling 
tenders or by negotiations with a firm which has not submitted 
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quota.tion, it was agreed that the powers of the officers in c.p.w.n. 
may be raised as follows:-

Executive Engineer Rs. 15,000 
Superintending Engineer Rs. 25,000 
Chief Engineer IEngineer-in-Chief Rs. 100,000 

(iv) Detegation 01 Powers in the Department of Printing and 
Stationery 

3.46. In pursuance of the recommendations of the Working Group 
Government have agreed to raise the powers of the various officers 
tn the Department of Printing and Stationery for different categories 
of work. For instance, the powers of the Chief Controller of Printing 
and Stationery for execution of printing work on tender basis by 
accepting the loweSt quotation, which are, at present, limited to 
cases not exceeding the scheduled rates by more than 50 per cent, 
are proposed to be increased to cover cases where the quotations do 
not exceed the scheduled rates by more than 100 per cent. His 
powers for execution of work without calling for tenders are pro--
posed to be raised from Rs. 1,000/- to Rs. 5,000/-. Similar incrases 
are also proposed in respect of purchase of stationery stores, the 
powers c £ the Controller of Printing & Stationery are proposed to be 
raised from Rs. 2 la,kh3 per item to Rs. 5 lakhs per i~ on each 
occasion. 

3.47. The Committee were informed in a written reply on 19th 
March, 1976 that in respect of some of the accepted reeommendations 
concerning the Ministry of Works and Housing, the delegated powers 
of the authorities had since been enhance~, in respect of the remain-
ing, the matter wa., being pursued vigorously and it was expected 
that it might be possible to issue necessary orders in the next two 
or three weeks. 

3.48. The Committee note that it was in June 1969 that the 
Administrative Reforms Commission submitted its Report on Dele-
gation of Financial Powers commending for consideration by Gov-
ernmentthe suggestions of the Working Group on Financial Rules. 
It is regrettable that even after the lapse of six years, no significant 
progress has been made to implement even those suggestions of the 
Working Group which had been arcepted by them long ago, which 
include inter alia the suggestions for delegating enbancedpowers 
to the some of the MinistrieslDepartments 'Hke c.p.w.n., n.G.S.&D., 
Department of Printing and Stationery, etc. In the opinion of the 
Committee such inordinate delay in the actual implementation of 
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their own decisions, do not speak well of the functioning of the 
adminis"rative machinery. The Committee stress tbat the sugees-
tions of the Working Group which have already been accepted by 
Government should at least now be implemented without any further 
deray and theac.tion taken in this regard intimated to them. 

3.49. The Committee would also 1ike that the reasons for the 
delay in implementing the decisions should be investigated and the 
responsibility fixed. 

3.50. The Committee expect that Government would extend the 
principle of delegation of enhanced powers to all executing agencies 
in the interest of speedy execution of schemes/projects. 

(f) Re.delegation of Financial Powers 

3.51. For the speedy implementation of plan projects, it is 
essential that ihere should be not only substantial devolution of 
powers to the administrative ministries/departments but also to 
the actual executing agencies which would have the primary res-
ponsibility of attaining plan targets within the financial limits set 
for them. The needs for this had been recognised by the Govern-
ment and the orders; issued by the Ministry of Finance in June, 1962, 
delegating additional powers to the Ministries, mentioned that ad-
ministrative ministries should in their turn delegate to the maxi-
mum extent administrative and financial powers to Heads of ~part. 
ment and also to other subordinate authorities with due regard to 
their respective levels of responsibilities. It emphasised that such 
delegations were an integral part of the present scheme and its 
purpose would be defeated if the additional powers were retained 
by the Ministries. The Ministries were given full powers to re-
delegate in their own discretion all their powers, if necessary, to 
Heads of Departments/Heads of Offices, etc. under them and they 
were requested to take urgent steps to, delegate necessary powers 
and to inform the Finance Ministry of the action taken. 

3.52. Again in October, 1968 when further powers were delegated 
to the Ministries, it was stated that Ministries having attached and 
subordinate offices should in each case review in consultation with 
the Internal Financial Adviser, the adequacy of the financial powers 
with the Heads of Departments/Offices under them and re-delegate 
their own powers to the extent necessary. It was also emphasised 
that self-contained schedules of powers of subordinate authorities be 
drawn up andlor brought uptodate. 
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3.53. The orders issueci. by the Ministry of Finance (Department 
of Expenditure) on the 10th April, 1975 which delegated further 
powers to the Ministries/Departments also provided in this con-
nection as follows :-

"Ministries are now empowered to re-delegate their powers 
to subordinate authorities except powers for creation of 
posts, write Qff of losses and re-appropriation exceeding 
10 per cent of the original budget provision. 

A Ministry could now declare any officer under it satisfying 
the prescribed criteria as Head of Department. 

Specific powers delegated to the Head of Department and 
Head of Office are only the floor level of delegation and 
the Ministries could make good the additional require-
ments at subordinate levels by further re-deJegations. 

In order to derive the benefit of these delegationll optimally, 
the Ministries should not only make full use of the de-
l~gated powers but also further re-delegate powers to 
their subordinate organisations to match the latter's 
requirements. In any case, a complete review of such 
re-delegations should be undertaken at least once in 
three years." 

3.54. However, the progress in actual implementation of these 
orders has not been satisfactory, as is evident from the letter sent 
by the Department of Personnel and Administrative Reforms to 
all the Ministries on 4th September, 1975 which stated as follows:-

"A series of decisions has been taken by the Government in 
the recent past and communicated to ministries! depart-
ments laying down the principles that should govern 
delegation of financial and administrative powers and 
emphasising the need for rlelegation of adequate powers 
to subordinate formations as also to the decision making 
levels within the formations. In the financial field, the 
powers delegated to the different levels of administra-
tion have been enhanced from time to time and further 
re-delegation by administarti~e ministries/departments 
has been facilitated. 

It is felt that, notwithstanding these measures, not enough has 
been done to delegate powers to subordinate formations/ 
levels. There is stilI excessive centralisation of authority, 



resulting in general delays in the disposal of work in 
ministries/departments. Therefore, it is imperative that 
ministries/departments bring about with the utmost ex-
pedition an optimal delegation of powers to their sub-
ordinate formations/levels. They should review the re-
quirements, of their various sub-Ministry formations in 
regard to additional powers, financial as well as adminis-
trative and take steps to issue necessary instructions." 

3.55. During evidence the Committee enquired the rea:;ons for 
the unsatisfactory progress in this regard. The representative of 
the Ministry of Finance stated as follows :-

"We find that the progress of the Ministries have been un-
even in this respect. Some of tAAm have delegated 
(Powers) and some of them have not done that. There 
seems to be some reluctance on their part to re-delegate 
powers. They probably think that this may mean reduc-
tion of staff in the headquarters. Unless this is done, our 
other scheme of delegation of powers may not bear fruit." 

3.56. F'rom a written reply furnished subsequently, it is noticed 
that out of 53 Ministries/Departments only seven Ministries/Depart-
ments have completed the review of powers to subordinate autho-
rities and reported this fact to the Department of Administrative 
Reform. Some of them have delegated additional powers as a 
result of such a review. 

3.57. It is also seen that statements/schedules showing powers 
delegated to subordinate organisations were available only in the 
case of a few ministries/departments and there were several minis-
tries / departments which had not prepared such schedules. 

3.58. The ommittee need hardly emphasise that for a system of 
delegation of powers to be effective, there should not only he sub-
stantial devolution of financial powers from the Ministry of Finance 
to the administrative ministries but there should be further re-de-
legation of powers to the field agencies which have the primary res-
ponsibility for execution of schemes and attaining set targets. It is 
essential that they should have adequate powers, commensuratp.d 
with the responsibility to be discharged by them. 

3.59. Further, the powers once delegated need to he reviewed 
periodically to see that these suit the changed circumstances and 
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situations and are being exercised prudently. For instance finan-
cial powers delegated in regard to purchases, award of contracts, 
contingent expenditure, write off losses .etc., may cease to be 
realistic after some time on account of changes in price level etc. 
Ignoring such changes means serious hinderece to prompt and 
effective administrative action. 

3.60. The Committee regret to note that in spite of the emphasis 
laid down in the successive orders issued in 1962, 1968 and 1975 that 
the administrative ministries should delegate to the maximum ex-
tent administrative and financial powers to the heads of Departments 
and other subordinate authorities, there has not been adequate 
delgation of powers to these authorities. This is a sad state of affairs 
and calls f.or strict vigilance in ensuring actual implementation of 
the orders issued. The Committee recommend that a tim~-limit of 
not more than 6 months should ~ fixed for re-delegation of adequate 
powers to the subordinate I field a.uthorities commensurate with the 
responsibility to be discharged by them. Complete and up-to-date 
schedules/statements of powers delegated to the subordinate/field 
organisadons should also be prepared. The Committee also recom-
mend that the powers delegated to subordinate organisalions should 
be regularly reviewed once a year to ~ that these suit the changed 
circumstances. 

3.61. The Committee further suggest that a comprehensive re-
view should be carried out in the last year of the Five Year Plan 
to identify constraints and difficulties which may have come in the 
way of speedy. implementation of the schemes! projects with a view 
to suitably enhance the p.owers so that these difficulties are not ex-
perienced in the ensuing plan period. 

(g) ExerCise of Delegated Powers 

3.62. In their Report, on Delegation of Financial and Administra-
tive Powers in 969, the Administrative Reforms Commis~n point-
ed out that there was a well marked tendency to push up decision 
making to higher levels with the result that there was too great an 
accumulation of work load at those levels. The very objective of 
delegating powers to subordinate authorities was thus frustrated. 
The Commission, therefore, recommended as follows:-

(i) Higher authorities should exercise resiraint and discrf-
mination in calling for information on matters which are 
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the subject-matter of exercise of powers delegated to sub-
ordinate authorities. 

(ii) The senior managers should organise their work in such 
a way that they do not handle tasks which should be left 
to those who are working under them. 

(iii) Senior manager should make it a part of their duty con-
sciously to encourage and train those functiOning at lower 
levels to develop initiative and habits of decision-making 
on their own. 

3.63. In a memorandum to the Committee, it was stated :-

"In all organisations in general and government organisations 
in particular, the tendency for centralisation is always 
strong ........ Equally widespread is the unwillingness to 
accept the responsibility which should go with authority. 
The fear of subsequent criticism and the trouble!' which 
it might bring along, often after a long lapse of time, 
drives the majority to seek protective cover at as many 
stages and in as many ways as possible. Therefore, 
even when powers are delegated, they are not exercised. 

Instead. the involvement of other authorities (sometimes 
only remotely concerned), and the approval of higher 
authority. is often gratuitously sought .... The first re-
quirement, therefore. is to create the correct atmosphere. 
People at all levels should have the feeling that methodi-
C'll and conscientious carrying out of nuties by the exer-
cise of powers entrusted to them will bring recognition 
and even reward, they should be f-reed from the haunt-
ing fear that omissions and mistakes made bonafide in the 
normal course might bring disproportionate retribution 
long after the event. There is of course no simple way 
of bringing about such a change il\ atmosphere. But it 
need not take too long if all concerned are encouraged by 
example from higher up to act in such a spirit." 

3.64. lIn another memorandum a view has been expressed that 
agencies at all levels to which authority is delegated should be en-
couraged to exercise such authority more fully and in the knowledge 
that they will have to render account and not be able to shift the 
burden on some financial advisers. They should be discouraged 
from referring up except upon their own initiative and then 
only in' cases where they could show that such reference up 
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'was necessary to enable them to take up the right decision in the 
particular case. 

3.65. During evidence, the Committee enquired as to what 
Were the inhibiting factors to the exercise of delegated powers. 
'The Secretary of the Ministry stated as follows:-

"This kind of reaction is essentially a psychological reaction 
to the lack of responsibility in the past. Officers are 
unaccustomed at those levels to taking decisions and they 
find some reason for referring up the caSe so as to avoid 
taking decision ...... The whole concept of delegation 
is that it will help to create the final responsibility con-
sciousness in the organisation or the institution itself and 
there should not be this dependence on any external 
consciousness. The Ministry should decide and it should 
have economic consciousness. There shoultl not be any 
kind of feeling. 'If Finance agree, it is all right.' In the 
same way, within the Ministry the subordinate forma-
tions should be made more conscious of their responsi-
bility and I think it would be fair to say that such a 
system already exists and has existed historically in the 
Defence Services whe!"e there have been well-establish-
ed delegations of powers to the subordinate formations 
and it works perfectly well. There each subordinate 
formation exercises its powers to the maximum amount 
and one does not have this phenomenon of referring up 
in order to avoid responsibility." 

3.AJ6. The Committee emphasise that while it is essential that 
'there should be adequate delegation of powers to avoid delays, it 
is equally necessary to ensure that the powers delegated to vari-
ous Ministries/Departments and subordinate offices are actually ex-
ercised by the officers at various levels. The unwillingness among 
officers to accept responsibility and to refer up the eases should 
be discouraged by the higher officers ref~ to entertain cases 
where the lower authorities have adequate powers to take deci-
sion. The officers at all levels should be made to realise that they 
will. not be allowed to play safe and shift the responsibilities on 
others but would have to take decision on matters falling within 
their ~tion. The Committee would like to point out that 
'one of the ways to ensure that the delegated powers are actually 
exercised is to create a proper atmosphere for it. The delegation 

, -of powers should 'be in. dear and precise terms and the officers 
'should be consciouslY-eIl(:ouraged to develop init.tive and take 

:204 L.S.-4. 
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decisions. It is essential that the officers are instilled with con·-
fioonce that methodical and conscientious carrying out of duties 
and exercise of powers entrusted to them, will bring recognition' 
and omissions and mistakes made bonafide, in the normlll course, 
would not be held against them. 

3.67. The Committee need hardly suggest that proper training 
with the help of case studies would promote understanding and 
exercise of powers with due prudence in the" larger public interest 
at all authorised levels. 

3.68. The Committee also desire that specific . mention should' 
be made in the confidential reports of the officers about their cap-
abilities and perfonnance in the exercise of authority entrusted tol 
them in the interest of timely and speed~ disnosal of worki -



CHAPTER-IV 

SYSTEM OF FINANCIAL ADVICE 

4.1. In 1958, with the introduction of the scheme of delegation 
of financial powers it was decided to appoint Internal Financial 
Advisers in all Ministries to assist them in the proper exercise of 
their financial powers. Under this scheme, officers of the rank of 
Deputy Secretary and below were transferred to the administra-
tive ministries but the Joint Secretary functioned in a dual cap-
acity as a· 'representative of the Ministry of Finance and as an In-
1;ernal Financial Adviser of the concerned Ministry. It was pro-
vided that in case the financial advice offered by Internal Finan-
cial Advisers was not accepted the matter was to be referred to 
the Secretary of 1;he Ministry for orders, and if the Secretary did 
not accept the advice, the matter was brought to the notice of the 
Miniser who alone could over-rule the Internal Financial Adviser. 
The cases of such over-ruling were moreove'r, to be reported to the 
Ministry of Finance and the Comptroller and Auditor General lor 
information. 

4.2. In September, 1961, when there was further delegation of 
powers to certain ministries as an experimental measure, the obliga-
tion to consult the financial advis€'1' in all matters within the 
field of an enhanced delegation was removed. It was left to the 
discretion of the Secretaries of the administrative ministTies to 
lay down procedures of consultation with the financial advisers 
and take a final decision aHer obtaining advice of the financial 
adviser. The Secretary could over-rule the financial adviser with-
out the matter being reported to any outside authority. The 
Ministry of Finance emphasised that the ministries should under-
take voluntarily the re-organisation of their finance, budget and 
account units. 

4.3. Again in March, 1966 a more specific discretion was giveIT' 
to the Secretary to decide whether or not they would need an In-
ternal Financial Adviser. It was reiterated that Secretaries could 
over-rule their internal Financial Advisers including the officers 
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of the Finance Ministry when they were consulted on matters 
falling within the field of delegated powers. 

4.4. The orders of 15th March, 1966 reaffirmed in unequivocal 
terms the duties and responsibilities of the administrative Minis-
tries :-

"Within the limits of the budget prOVlSlOns and subject to 
observance of financial principles, standards and pro;-

cedures prescribed under the various rules a:ld standing 
orders, the administrative ministries are free to incur 
expenditure in the exercise of the powers delegated to 
them and no reference to the Finance Ministry is neces-
sary. The Secretaries of the administrative Ministries 
can also over-rule the advice given by their internal Fin-
ancial Advisers (including officials of the Finance Mini-
stry where they aore consulted in respect of the delegatpd 
powers). The Secretaries thus have complete discretion 
in sanctioning expenditure within the delegated field. 
[t also follows from this that each Secretary must as-
sume full responsibility for decisions taken in the exer-
cise of delegated powers and for watching expenditure 
so that budgetary provisions are in. no case exceeded." 

4.5. The Secretary of the administrative Ministry was fully 
competent to take a decision in delegated matters after obtaining 
the advice of the Financial Adviser in such cases as he might deem 
necessary. Moreover, the procedure for consultation with the 
Financial Adviser had to be laid down by the Ministry itself in its 
own discretion. Thus, the Ministries were not under any obliga-
tion to consult their Internal Financial Advisers in all financial 
matters and it was open to them to prescribe the cases or types of 
ca.s,es in which they would consult the Financial Adviser. Further, 
it was not even obligatory for a Ministry to have an Internal 
Financial Adviser. In Ministries, where Internal Financial Advi-
sers were not considered necessary, Officers of the concerned Ex-
penditure Division of the Finance Ministry continued to be avail-
able for consultations and the Secretary of administrative Ministry 
had the power to over-rule such officers of the Finance Ministry 
also in the delegated field. 

4.6. With a view to delegate larger financial powers to the ad-
ministrative Ministries as also to ensure effe~ive utilisation of 
delegated powers, orders were issued in October, 1968 which 
superseded the provisions contained in the O.M. of March, 19fifl. 
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These orders provided inter alia that competent financial advice 
should be available internally within the administrative Ministries. 
It provided that it was incumbent on each Ministry to have a 
whole-time Internal Financial Adviser for the proper exercise of 
delegated llowers and to avoid unnecessary references to the 
Ministry Olf }I inance. The Ministries were free to appoint Internal 
Financial Advisers of their choice but the selected officers were 
required to undergo a short course of training in the Finance 
Ministry except in cases where an experienced officer was drawn 
forom the Finance Ministry itself. 

4.7. The scheme provided that the 'Internal Financial Adviser 
should be consulted in all cases before the exercise of delegated 
powers although it was open to the Secretary of the Ministry to 
over-rule his advice by an order in writing. It also provided that the 
full responsibility for a decision taken in exercise of the delegated 
powers rested on the administrative Ministry irrespective of wheth~r 
it was in accordance with the Internal Financial Advisers advice or 
not. 

4.8. The jiems of work to be handled by the Internal Financial 
Adviser envisaged in this order were as given in Appendix III. 
The duties of the Internal Financial Adviser included inter alia 
scrutiny of budget proposals thoroughly before sending them to 
the Ministry of Finance, to see that complete departmental accl)unts 
are maintained in accordance with the requirements under the 
General Financial Rules, to watch and review progress of expen-
diture against sanctioned granis through maintenance of control 
registers and to issue timely warning io controlling authorities 
where the progress of expenditure was not even, to advise the ad-
ministrative ministries in all matters falling within the delegated 
powers, to keep himself closed associated with the formulation of 
schemes and important expenditure proposals from their initial 
stages, to screen all expenditure proposals required to be referred 
to the Ministry of Finance for concurrence or comments, etc. 

4.9. The orders also provided that the Ministries should take 
steps, where necessary, to organise Finance and Budget cells suita-
bly with trained and qualified staff to facilitate efficient functioning 
of these cells under the Internal Financial, Adviser. The Ministry of 
Finance offered to help in setting up/strengthening of these cells. 

4.10. The Committeee are informed that the internal Finance 
Branches as envisaged in the delegation orders of 18th October, 1968, , . 
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were set up by the administrative ministries and are headed gene--
rally by an officer of the level of Director/Deputy Secretary. As 
regards the training of the staff posted to these branches, it was 
stated that instructions were issued by the Ministries of Finance 
in May, 1969, to all the Ministries advising them to utilise where 
required the training facilities afforded by the Institute of Secreta-
riat Training and Management and the Indian Institute of Public 
Administration etc. and where necessary to consult the Training 
Division of the Department of Personnel. From the information 
furnished to the Committee, it is however, seen that generally the 
staff in the internal finance branches do not have adequate expe-
'rience Or training in finance and accounts etc. 

4.11. In a memorandum to the Committee it had been stated that 
"the system of Internal Financial Adviser, which was devised 
to expedite disposal of work, has not achieved the purpose. In a 
number of cases, if not in the majority of cases, the system results 
in a longer delay. The Internal Financial Adviser makes references 
to the Ministry of Finance when he has on paper the necessary 
authority to clear the case. Clear cut financial delegation without 
riders is necessary with the further instruction that authority where 
given must be exercised and not shelved and unnecessary reference 
from an Internal Financial Adviser to the Ministry should be con-
sidered to be a 'black mark' so fa'f as efficiency of the Internal Fin-
ancial Adviser is concerned!' 

4.12. As regards qualifications and experience of the Internal 
Financial Adviser, it has been stated in a memorandum to the Com-
mittee "the type of expertise required in the administrative mini~
tries demands a very high familiarity with sophisticated techniques 
of Corporate Finance. This, in turn, necessitates the imparting of 
training to the Internal Financial Advisers in the administrative 
ministries in such areas as long range planning, capital budgeting, 
forecasting and demand analysiS etc. In the absence of experts 
familiar with these techniques within their organisations, adminis-
trative ministries will not be able to fully utilise the powers dele-
gated to them. These ministries will be looking forward, under the 
circumstances to the Finance Ministry for expertise and advice. 
Such a situation in other words, nullifies the very reason for dele-
gating powers to administrative ministries for· taking decisions on 
financial matters." 

4.13. The Committee enquired about the actual experience of the 
working of the system of Internal Financial Adviser. They were 

• 
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dnformed by the representativ.e of the Ministry of Finance during 
-evidence as follows:-

"By and large what was observed was that this system worked 
reasonably well so far as the exercise of financial powers 
was concerned and also the formulation and scrutiny of 
'the budget, but in regard to proposals which had to be 
screened by the Internal Financial Advisers for submis-
sion -to the Finance Ministry, either Internal Financial 
Advisers was not associated at all with such proposals or 
"his scrutiny apart from redundant, did not have any signi-
ficance. Neither the Ministry concerned nor the Ministry 
of Finance nor perhaps for that matter the I.F.A. himself 

"took it very seriously. 

Another respect in which this system has not worked well is 
in regard to watching the progress of expemliture and 
keeping upto date accounts." 

4.14. The Committee have been informed that it has now been 
-decided to introduce a system of Integrated Financial Adviser. In 
-the orders issued on 6th October, 1975 (Appendix IV) by the Minis-
try of Financ-e (Department of Expenditure) it has been stated that 
"in pursuance of the policy to de'legate enhanc.ed financial powers to 
-the administrative Ministries to match their responsibilities and to 
-improve their competence in the field of financial management by 
developing appropriate internal attitudes and skills, the question 
whether the functions of the 'associate' Financial Adviser and the 
'Internal Financial Adviser could, with advantage, be integrated in 
a single official, forming part of the administrative ministry, has been 
-under consideration. It has been felt that the Financial Adviser 
:should be associated with the administrative ministry in a larger 
measure than at present to enable him to play a more effective and 
-constructive role in its developmental activities and should bring his 
'nnancial expertise to bear in assisting the Secretary of the adminis-
-trative ministry and other senior officers in the planning, program-
ming, budgeting, monitoring and evaluation functions of the Minis-
try. It has, therefore, been decided to introduce the scheme of In-

"tegrated Financial Adviser combining into. one' functionary the func-
-tions of the Internal Financial Adviser in the Ministry and the Asso-
ciate Financial Adviser based in the Department of Expenditure 

'who is required to be consulted in matters, falling outside the dele-
~<1 ted field. 
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4.15. It has also been stated that the Integrated Financial Ad-. 
viser will assist in budget formulation, scrutiny of projects and pro-
g~a~mes for approval by the Ministry of Finance and post-budget 
vIgIlance to ensure that there are neither considerable shortfalls in 
expenditure nor unforeseen exceS3es for which provision has not 
been made either in the original budget or in the revised estimates. 
The close association of integrated Financial Adviser and his staff 
with the formulation and implementation of all proposals involving 
expenditure' would facilitate the more effective discharge of the 
Financial Advisers responsibility It has also been stressed that it 
is cardinal to the working of the new scheme that the Financial Ad-
viser should be associated with the formulation of schemes from the 
initial stage'S The Financial advisers will also be 'responsible for the 
preparation of the Ministry's performance budget and the monitor-
ing of progress of schemes against the budget. The maintenance of 
an efficient accounting system is necessary for this purpose. 

4.16. From the salient features of the scheme annexed to the 
orders issued by the Ministry of Finance, it is seen that the Integrat-
ed Financial Adviser will be of the rank of Joint SecrEtary / AddJ. 
Secretary and will be a part of the Ministry itself. He will be select-
ed jointly by the administrative Ministry and the Finance Ministry 
although he will be under the control of the administrative Ministry 
which appoints him. The assessment of his performance (i.e. the 
writing of the annual confidential Reports) will be made jointly by 
the administrative Ministry and the Finance Ministry. The Integrat-
ed Financial Adviser would be consulted in all the cases before the 
exercise of the delegated powers. It will, however, be open to the 
administrative Secretary to over-rule his advice by an order in writ-
ing. In matters beyond the powers delegated to the Ministry, the 
Integrated Financial Adviser shall be responsible to and have the 
right of access to the Ministry of Finance and to the Finance Minis-
ter through the Secretary (Expenditure) /F'inance Secretary. 

4.17. During evidence, the Committee were informed in this con-
nection, as follows:-

"There has been a fairly widespread criticism of the Associat-
,ed Financial Advisers on the ground that sometime they 
tend to be too rigid that they do not have a full sense of 
participation in the activities of the Ministry to which 
they are at·:ached, and that possibly in an effort to be 
objective, they are so detached as to become unsympathetic 
and perhaps unrealistic. The criticism should be largely 
met by the Integrated Financial Adviser system because 
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he would be a part of the Ministry, he would be associat-
ed with the formulation of all proposals from the very 
beginning and he can influence decision-making in a much 
more direct and intimate way than has been possible 
hitherto. 

Because the departmental accounts and the watching of ex-
penditure will also become part of the Integrated Finan-
cial Adviser's show, it is expected that he will be able to 
keep better post-budgetary watch over expenditure." 

4.18. The Committee were also informed that the introduction of 
the system of Integrated Financial Adviser would be in a sense 
mean that the financial conscience of the Government which waf 
supposed to reside in the Department of Expenditure of the Minis-
try of Finance was being decentralised and they were assuming 
that within a short period the spending Ministries themselves by 
absorbing the Associate Finance Divisions of the DefJartment of 
Expenditure would be enabled to undertake a detailed financial 
scrutiny that hitherto had been done in the Department of Expendi-
ture. The Department of Expenditure would have no separate for-
mations left to re-examine the proposals of the Ministry and the 
Ministries themselves through their oWn financial adviser will pre-
pare ~ proposal and where it has to receive the Finance Ministry's 
approval will send it to the Additional Secretary or Secretary 
(Department of Expenditure). 

4.1!}. From a note furnished to the Committee, it is 'Seen that it 
has been decided to introduce the new scheme in the following-
Ministries/Departments in the first instance:-

1. Tourism and Civil Aviation 
2. Industry and Civil Supplies 
3. Food 
4. Agriculture 
5. Supply 
6. Rehabilitation 
7. I}lformation and Broadcasting 
8. Health and Family Planning 
!}. Works and Housing 

10. External Affairs 
11. Education and Social. Welfare 
12. Science and Technology. 
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.4.2i3. It has been stated that action to select 'Suitable officers to 
:be posted .as Inte.£rated Financial Advisers in these Ministries/ 
nepartments has been already initiated. It is expected that the 
.new system will start functioning in these Ministries/Departments 
by the 1st of April, 1976. 

4.21. The Committee were also informed that discussions were 
simultaneously held with the Secretaries of the remaining Ministries 
and it was expected that the scheme would be extended to all the 

. Ministries/Departments, during the course of the year 19'76-77 
,except in case of the following miscellaneous group of Ministries/ 
Departments where it had been felt that these were too small to 

.have separate finanCial advisers. 

1. Law, Justice and Company Affairs 
2. Parliamentary ,Affairs 
3. Planning Commission 
4. Electronics 
5. Statistics 
6. Cabinet Affairs 
7. -President's Secretariat 
8. Prime Minister's Secretariat 
9. Vice-President's Secretariat. 

'The manner in which the financial advice work in these Depart-
\ments should be handled would be considered separately. 

4.22. As regards the training of the officers and staff of the inte-
'grated finance Division, the order· constituting the scheme provides 
that the officers and staff of the integrated Finance Division would 
be required to have a background and training in Finance and 
Accounts and would be appointed in consultation with the Financial 
Advisers. ~" 

4.23. The Committee were also informed during evidence that 
the Government would have to embark on a much large!' course of 
training for the new staff of of the Integrated Finance Division's 
office,. Up till now, they had been relying on courses on financial 
and budgetary control offered by the Indian Institute of Public Ad-
ministration. The institute might be asked to start more courses or 
these might be started in the Secretariat Training School. Govern-
ment had, however, not really yet 'fnllyassessed he problem of train-
ing in the 'twQ schemes of reform i.e., the Integrated Financial 
Adviser Scheme and the separation of audit from accounts making 
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"the Department responsible for maintaining their own departmental 
,accounts. 

4.24. As regards the qualifications and experience of the Inte-
'grated Financial Advisers, the Committee were informed during 
-evidence as follows:-

"Some of the officers who come as Joint Secretary and Finan-
cial Adviser may not have specific experience in State 
Finance Departments, if they come for instance from the 
administrative services. But at the level of Joint Secre-
tary it is our experience that the requirements of budget-
ary work and of financial control are not such as require 
'a number of years of experience in purely financial work. 
I myself hold the view that while a certain background 
knowledge of budgetary and financial work is desirable, 
experience in the State Finance Department is not parti-
cularly required for the Financial Adviser to a Central 
Ministry. A wider administrative and economic back-
ground and ability to understand technical and techno-
logical problems is often much more important than 
'strict training in Finance. On the other hand, if we take 
offi~ers from the financial services we would try to select 
them so that they would come back besides their financial 
background with an adequate administrative background. 
This problem quite essentially is of the calibre of -I;he 
of the officer." 

4.25. The Committee also enquired whether any additional finan-
'cial powers would be delegated to the Ministries after the introduc-
tion of the system of Integrated Financial Adviser. They were 
informed that the powers of the administrative Ministries were pro-
posed to be enhanced to match their responsibilities. However, no 
decision had yet been taken in this regard. As the requirements 
vary from Ministry to Ministry, this question would have to be 
examined on the merits of each case and initial suggestions would 
have to come from the Ministries themselves. As a general propo-
sition, however, it was proposed that with the setting up of the 
system of Integrated Financial Advisers, the powers of the adminis-
trative ministries for scrutinising expenditure on approved schemes 
without reference to Finance will be enhanced from Rs. 50 lakhs to 
Rs. 1 crore except where the schemes have staffing complement 
,costing Rs. 10 lakhs or more per annum in regard to plan schemes 
and Rs. '5 lakhs or more per annum in regard to non-plan schemes. 
In such cases, the matter will be left to be dealt with by the lnte-
~grated Financial Advisers on behalf of the Ministry of Finance. 
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4.26. The Committee note that with the introduction of the, 
scheme of dei'egation of financial powers, it was decided in 1958 to 
appoint Internal Financial Advisers in all the Ministries to assist 
them in the) proper exercise of their financial powers. In 1966 the 
Secretaries of the Ministries were given the discretion to decide 
about the need or otherwise of an Internal Financial Adviser. They 
were also given the power to overrule their Internai Financial Ad-
visers including the officer of the Finance Ministry in matters falling 
within the field of delegated powers. In 1968 it was made incum-
bent on all the Ministries to appoint Internai Financial Advisers to 
ensure availability of competent financial advice internally within 
the administrative ministries for the proper exercise of delegated 
powers and to avoid wmecessary references to the Ministry of Fin-· 
anee. The Committee note that the scheme. of Internal Financial 
Advisers has not fully subserved the objectives with which it was 
set up. For instance, in regard to the proposals for submission to 
the Finance Ministry "either the Internal Financial Adviser was not 
associated at all with such proposals or his scrutiny was redundant 
and did not have any significance". SimiiarIy, this system has not 
worked well in regard to the maintenance of up-to-date ac:ounts and 
watching the progress of expenditure against sanctioned grants. 

4.27. The Committee consider that with their past experience of 
such schemes since 1958, the Ministry of Finance should have taken 
necessary measures to ensure that this scheme as amplified in 1968 
with high hopes, was actually implemented in letter and spirit so as 
to achieve the objectives in view. It is unfortunate that neither the 
administrative ministries nor the Ministry of Finance kept a critical 
watch contemporaneously on the working of this scheme, and it is 
only now after a lapse of seven years. that the Ministry of Finance 
have revised it in order to introduce the system of Integrated Finan-
cial Adviser. 

4.28. The Committee note that the new scheme of integrated 
financial adviser would be introduced in all the Ministries in a phas-
ed manner by amalgamating the post of Associate Financial Adviser 
in the Ministry of Finance and the Internal Financial Adviser in ~he 
administrative Ministry into a single functionary of the rank of Jomt 
Secretary / Additional Secretary for the Ministry. The Integrated 
Financial Adviser will be a part of the Ministry itself and would be 
consulted in aU cases before the exercise of delegated powers. It 
will however be open to the administrative Secretary to over-rule 
bis advice by an order in writing. In matters beyond the powers 
delegated to the Ministry, the Integrated Financial Adviser shall be 
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.responsibie to and have the right of access to the Ministry of Finance 

.and to the Finance Ministry through the Secretary (Expenditure) / 
Financial Secretary. 

4.29. Under this new scheme, the Integllated Financial Adviser is 
expected to play a more effective and constructive role in the deve-
lopmental activities of the Ministry. He is required to assist the ad-
ministrative ministry in the planning, programming, budgeting, 
monitoring and evaluation functions of the Ministry. He wil~ assist 
in the formulation of budget, scrutiny of projects and programmes 
and post-budget vigilance to ensure that there are neither consider-
able shortfalls in expenditure nor unforeseen excesses. He would 
be associated with the formulation of scheme from the initial stages 
and will be responsible for the preparation of the Ministries, perfor-
mance budget and the monitoring of progress of schemes against the 
budget. 

4.30. The Seheme of Integrated Financial Adviser is claimed to 
be an improvement on the earlier scheme of Internal Financial Ad-
viser. The !';uccess of this scheme wouM, however, depend on the 
manner and the spirit in which it is implemented. The Commit-
tee need hardly point out that in the implementation of this scheme, 
the Secretary, Ministry of Finance, the Secretary, of the Administra-
tive Minis:ry and the Integrated Financial Adviser have to play an 
important role .. It is they who have to devise suitable measures for 
the implementation of the scheme in letter and spirit so as to achieve 
the desired results. The Committee stress that the Government 
!Should put to effecltive use the experience of the working of such 
schemes since 1958 and keep a contemporaneous and VIgilant watch 
on the implementation of the new scheme of Integrated Financial 
Adviser so as to resolve speedily difficulties/problems which may be 
encountered in the interest of llchieving the objectives, unde:.;lying 
it. 

4.31. In this connection the Committee would like to make the 
-'following suggestions:-

(i) The success of the scheme would depend largely on the 
attitude orientation and lead given by the officers selected 
as Inte~rated Financial Adviser~. Such officers. should 
have wide experience of administrative matters m the 
field as well as of finance and accounts so . that they ~an 
really play an effective and constructive role. and brmg 
their expertise to bear in assisting the Secretaries of the 
Ministries in carrying out the developmental programmes 
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with economy and efficiency. They have to assist the-
administrative Ministries in_ planning, budgeting and re-
viewing their schemes. In fact, these officers have to in-
volve themselves fully in the activities of the Mini~tries 
concerned. They should help in removing the inhibiting 
factors to the full exercise of delegated powers by the ad-
ministrative Ministries. 

(ii) The Integrated Finanda~ Adviser should help in selecting 
the best suited and most viable schemes out of various 
alternatives or shelf of schemes. He is not merely to. 
point out the shortcomings and lacunae in the schemes 
but has to play a positive and constructive role in advising 
and assisting the administrative Ministries in the formula-. 
tion and finalisation of their schemes expeditiousiy and on 
sound economic principles. His advice/suggestions should 
be based on objedive criteria such as cost-benefit analy~is. 
He should also help in development of management techni-
ques based on evaluation of financial implicationsjeffeds. 

(iii) Suitable accounting and reporting system should be' 
devised in each administrative Ministry to ensure sound 
financibl management. The reporting system should be 
such that delays are reporied for immediate attention and-
adoption of remedial measures. There should be an effec-
tive organisation for monitoring the progress of schemes 
to see that the actual progress m.ade is in a(',cordance with 
the targets therefor. In cases of variations, the reasons 
should be analysed and bottlenecks, if any, removed. Per-
formance appraisal techniques should also be devised to 
ensure that the results achieved are commensurate with--
the expenditure incurred. 

(iv) Quarterly reports should be submitted to the Ministry of 
Finance regarding the progress made in the execution of 
major schemes and . expenditure thereon vis-a-vis the 
targets/estimates originally fixed therefor so as to keep 
the Ministry of Finance informed about the progress of 
the schemes both in physical and financial terms to ell able 
them inter alia to have an overall view of public expendi-
ture. 

(v) Suitable measures should be devised to see that the ex-
penditure is evenly distributed throughout the year so· 
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that there is no rush of expenditure towards the' end~ 
.vhich usually results in wasteful expenditure. 

(vi) Comprehensive schemes should be drawn, up for organis-
ing proper training and orientation courses for the Inte-
grated Financial Adviser as well as the other offioors and 
staff of the Division, particularly in areas like long range 
planning, capital budgeting, management accounting etc. 
Regular refresher courses should also be provided for 
them. 

(vii) There may be periodical inter-change of officers between 
the financial wing and otber wings of the administration. 
This will not only enrich the experience of those who are 
thus inter-changed but the financial advice given by per-
sons having administrative experience, will be more prac-
t.ical as they will have necessary perspective to appre-
ciate the difficulties of officers in charge of administering 
and executing programmes. 

(viii) One of the criticism against Internal Financial Advisers 
. was about making of references to the Ministry of Fin-
ance even where the Internal Financial Advisers had too 
necessary authority to clear the case. The Committee 
would like to stress that to make the new scheme of 
Integrated Financial Advisers a success, it shoUld be' 
ensured from the very beginning that the delegated 
powers are fully exercised and making of unnecessary 
references to the Ministry of Finance should be considered' 
as a sign of unwillingness to shoulder the responsibility. 

4.32. The Committee have been informed that the new system' 
Was expected to start functioning in 12 Ministries/Departments by 
the 1st April, 1976 and would be extended to all the Ministries/ 
Departments during the course of the year ].976-77 except in the 
case of some miscellaneous group of Ministries/Departments where 
it is felt that these are too small to have separate financial advisers. 
The manner in which the financial advice work for these Depart-
ments/Ministries should be handled h3"'''e' not yet been decided. 
The Committee would stress that effective measures should 'l>e 
taken by the administrative MinisriesfMinisry of Finance to 
ensure that the scheme is actually introduced in the 12 Ministries 
ftom the lst April, 1976. They would also like that specific time 
schedules are fixed for introducing this scheme in the remaining; 
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-major ministries/departments during the course of the year 1976-77. 
"The Committee would also like Government to take an early deci-
sion regarding the manner in which the financial advice work jn the 
smaller departments would be handled where the scheme of inte-
grated financial adviser is not proposed to be introduced so as to 
remov·e uncertainty in this regard. 

4.33. The Committee further desire that the Finance Secretary 
. should hold a meeting with the Integrated Financial Advisers after 
three months of the introduction of the scheme i.e. in July, 1976 
to review the progress of the working of the scheme and to remove 
bottlen.ecks, if any, experienced by the Integrated Financial Ad-
visers in the implementation of the Scheme. Thereafter, such meet-
ings may be held every quarter till such time that the scheme is 
su('cessfully implemented. 

4.34. The Committee would like to stress that the scheme of Int('-
grated Financial Advisers poses a challenge as well as affords an 
opportunity to the Secretaries of the Administrative Ministries to 
implem.ent their developmental programmes. They have to ensure 
that the schemes and projects are well formulated and implemented 
within stipulated time schedules as the plea for the d.elay in approv-
ing and sanctioning of the schemes on the part of the Ministry of 
Finance will no longer be tenable. It is for them to devise suitable 
management information system in consultation with their Inte-
grated Fiancial Advisers, so as to keep a close watch on the pro-
gress in th.e implementation of major schemes in the field both in 
physical and financial terms, and resolve bottlenecks, if any, in their 
timely implementation. They may also undertake evaluation of the 
performance of schemes/projects to see that the benefits accruing 
from their execution are in accordance with the objectives aimed 
at and are commensurate with the expenrlitur.e incurred. 

4.35. The Committee hope that the new scheme of Integrated 
Financial Advisers would make a qualitative difference in the func-
tioning of the Ministries/Departments and would set in motion a 
new dynamism in the working of Ministries/Departments in the 
matter of expediting the formulation, approval and execution of 
schemes/programmes and their evaluation. 



CIIAPTEB V 

MONITORING AND EVALUATION 

A (a) System of monitoring and evaluation 

5.1. The orders of 18th October, 1968 regarding the arorangements 
for budgeting and financial control and delegation of financial 
powers to Ministries provide for submission of quarterly staff state-
ments to the Associate Financial Advisers in a prescribed p!"oforma 
indicating the increases, decreases of the staff strength over the 
previous returns, showing the activities for which the posts were 
created, and how the expenditure was met, etc. The Ministries are 
also requi'red to furnish to the Ministry of Finance copies of sanc-
tion faIling under the following categories: 

(i) contingent expenditure and miscellaneous expenditurp. 
above the limit 6f Rs. 2500 recurring per annum in each 
case and Rs. 10,000 non-recurring in each case. 

(ii) Excess expenditure over the estimates of a scheme as 
accepted by the Finance Ministry. 

(iii) Re-appropriation of funds in exercise of the delegated 
powers. 

(iv) Introduction of a new item in a scheme even if it does 
not result in substantial variatiol1 of the scheme all 
accepted by the Finance Ministry. 

5.2. As regards the objective of submission of these returns, the 
Committee were informed that it was envisaged that the scrutiny of 
such returns and sanctions by the Ministry of Finance would help 
in assE'ssing whether the delegated powers have been properly ex-
ercised by the authorities concerned. In view, however of the 
constraints on resources and the need for containing non-develop-
mental expenditures instructions to effect economy were issued by 
Government from time to time and these had the effect of cur-
tailing some of the powers of the Ministries especially in the mat-
ter of creation of posts. The elaborate reporting system which was 
prescribed for keeping a watch on staff gTowth has thus not served 
the purpose to the extent originally envisaged. 

59 
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5.3. The Committee were also informed that after the introduc-
tion of the scheme of Integrated Financial Adviser, tpe reporting 
in such manner as may be decided upon would be made to the 
Integrated Financial Advisers and not to the Ministry of Finance as 
such. 

5.4. In this connection one of the non-officials stated in hisevi-
dence before the Committee a'S follows:-

"The administrative Ministry after managing their affairs say 
for six months could prepare a short brief saying 'this is 
our performance within in the overall sanction of Par-
liament'. Alongwith that, they shoul~ be able 1.0 give a 
forecast that the total period to be taken hereaHer for 
the implementation of the project would be so much 
and the remaining cost of implementation is likely to be 
this. With these reports it should be possible for the 
Finance Ministry to offer useful advice and discuss the 
matter if necessary with the administrative Ministry." 

5.5. The Committee enquired whether the Ministry of Finance 
had considered the desirability of obtaining from the administrative 
Ministries periodical reports showing the progress of vari()us schemes 
in physical as well as in financial terms and its compari!'on with the 
physical targetslfinancial outlays fixed at the beginning of the 
year. The Secretary of the Ministry of Finance stated during evi-
dence as follows:-

''This information essentially would amount to f()llowing up 
the perfurmance budget which the MinIstries had to 
maintain. The performance budget system has been 
introduced in all the Ministries and they are expected to 
make quarterly reviews of their permormance budget. 
My idea had been to associate the financial advisers 
with these reviews rather than ask Ministries to submit 
reports to the Finance Ministrv because it would work 
better. There is no point in collecting a lot of statements 
centrally which We shall not be able to handle." 

5.6. As regards the organisation for making such a periodical re-
view, it is seen that the draft Fifth Five Year Plan pointed ('ut that 
one of the factors that is hindering the implementation of the plans 
is the lack of adequate monitoring and evaluation inputs. It was 
proposed to build up an effective organisation for the purpose dur-
ing the Fifth Plan Period. 
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5.7. The Committee enquired about the steps taken in this re-
gard. The Secretary of the Ministry of Finance stated during evi-
dence as follows:-

"It is necessary for every spending Ministry to know how 
well its schemes are progressing. In one sense every 
Central Ministry is a monitoring unit, if it is t.o justify its 
existence. The Central Ministry is not doing any cons-
truction work by itself; it does not spend money directly 
in most cases, it spends the money through a subordinate 
agency. So it ought to know how much money has been 
allocated to any scheme and how much has been spent 
from month to month, quarter by quarter and how the 
total money is being applied for the achievement of the 
physical objectives ......... It has been the feeling that 
the specific job of monitoring the plan outlays should be 
centralised in each Ministry in a unit which could be 
called monitoring and implementation cell and corres-
ponding to those monitoring units in the Rnministrative 
Ministries there should be a centralised organisation in 
the Planning Commission to follow up the major sectors, 
power, irri~ation, investment projects. In the fi'I'st two 
years of the Fifth Plan monitoring units of this sort have 
been set up in the Department of Petroleum, FertiJiser, 
Department of Mines. Department of Steel Rnd the De-
partment of Energy. In the other ministries, Agriculture 
and Social Services, the c-reation of special units is still 
incomplete and I believe they will also be setting up 
similar units." 

5.8. As regards setting up of monitoring cells in the States, the 
Secretary of the Ministry stated during evidence that "the State· 
Governments generally have a Planning Department or a Planning 
Board which is the key point for collection information about the 
progress of schemes. In the States, as well as here, the time lag 
in collectinl2" information is a minimum of three months and a 
m.aximum of a year." 

5.9. The Committee were also informed in a written reply that a 
central scheme had been formulated which enables the State Gov-
ernments to have the expenditure on crEation of monitoring cells 
reimbursed to the extent of two-third of the actual expendiru"re. 
In response to the central scheme and the development needs. mo-
~torinl!' cells had been established in the Planning and develop-
ment departments of a number of State Governments and admi-
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nistrations of union territories. However, there were several States 
where the monitoring activity was only in a formative proposed 
stage. It was also stated that the organisational pattern of the 
monitoring activity was not uniform in different State..;. While sanc-
tions had been provided for posting suitable staff to man monitor-
ing functions in the State Government, the details of staff actually 
in position were not available in regard to some Statf~ Governments. 
Apart from the economy measures, non-availability of suitably 
trained personnel had inhibited the rapid progress in orgal1ising 
these cells. 

5.1Q. Asked whether there was any system of calling for periodical 
progress reports by the Ministry of Finance/Planning Commission 
from the State Governments, the Committee were informed that the 
details of the pmgress of the schemes and projects were examined 
by the Planning Oommission at the stage of annual Plan discussion. 
Apart from this, there was no system of calling for periodical reports 
by the Planning Commission from State Governments regarding 
the progress of various schemes and projects. Some of the adminis-
trative ministries called for periodical progress reports from the 
States in regard to certain schemes. However these reports were 
not received regularly and in time or the information furnished 
was not complete. 

5.11. The Committee note that under the eocisting system the 
Ministries are required to submit periodically to the Ministry of 
Finance staff returns and copies of certain financial sanctions in 
regard to re~appropriation of funds, contingent expenditure, etc. 
This elaborate reporting system does not appear to have served any 
useful purpose. The Committee have been infcmnetl that after the 
introduction of the scheme of Integrated Financial Advisers, the 
reporting in such matters would be made to the Integrated Financial 
Advisers and not to the Ministry of ~inance. 'The Committee consi-
der that if the reporting system is to serve any useful purpose it 
should be such that the essential data 0IJl the financial as well as 
physical progress of the schemes/programmes is contemporaneously 
available to the administrativ.e ministries/Departments. The Minis-
tries should evolve a system which would enable them to keep a 
special watch on crucial and strategk points and to take prompt 
remedial action. 

5.12.. The Committee further consider that a detailed review of 
the reports presently obtained from Vl1rious tiers of management is 
called. for so that standard formats as to the contents for reportIng, 
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frequeney o.f.l reports and their Qriginating and destination points 
eould be laid Qut to meet the requirements of a developing economy. 

5.13. The Committee also stress that the implementing agencies 
should also periodically evaluate their programmes/schemes to see 
whether the results achieved and benefits a£cur.ed are in aecordance 
with the objectives aimed at and are cOlllllldlSura,te with the ex~ 
penditure incurred. With the introduction of Integrated Finandal 
Advisers, it should be possible for the Secretary of the Ministryl 
Department to have periodieal reviews, say once in a quarter but 
not less than once in six months, to see how far the physcial progress 
made is in consoonance with the flow of expenditure. For example, 
it should be possible to prepare a meaningful memorandum to bring 
out how cash, draw back of duties and other incentives given in the 
interest of stepping up export of manufactured and semi·manufac~ 
tured commodities have resulted in actual increase (in physical as 
well as monetary terms) and how far the contribution made from 
the Exchequer to earn more foreign exchange is justified. To take 
another example, the price of different types of fertilisers has been 
varied from time tot'ime by Government with a view to encourage 
its off-take in the interest of increased agricultural produdion and 
for ensuring balanced nutrient inputs for the soil It shQuld be 
POssible by suitable accounting methodology to produce a flow chart 
showing the actual off· take, the burden borne by the public ex-
chequer by way of subsidy and the results achieved by way of 
increased agricultural productiJOn so as to apply "on course" correc-
tives without loss of time. The Committee stress that important 
schemes and projects should be so prepared and finalised, with the 
assistance of Integrated F"I'nancial Advi5ers, as to throw up identi-
fiable parameters to judge the effectiveness of regulated .. xpendi~ 
ture and directiQn and enable the management to meaningfully 
monitor the actual progress made in the field and apply "on Course" 
correctives, as required. 

5.14. The Committee would further stres& that ror proper evalua-
tion of schemes/programmes it is essential to have an effective 
organisation for monitoring and evaluation. They regret to note 
that inspite of stress laid in the draft /Fifth Five Year Plain, the 
progress in this regard has not been satisfactory. Manv of the 
Central Ministries have nOot! yet set up 'these monito;ing cells. 
Similarly, many of the State Goyernments have also not set up these 
cells altheugh under a central scheme, the State Governments are 
rp,imlmrsed 2j3rd of the expenditure iDcurred on the setting up of 
these lIlOIlitering cells. The Committee recommend that urgent 
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steps should be taken for setting up effective cells staffed with 
suitably trtlined personnel for monitoring and evaluation of the 
schemes/projects at various levels. 

5.15. The Committee also recommend that the Planning Com-
mission should also make a regular periodical evaluation of the on-
going programmes to see how far the planned .targets have been 
achieved and served the desired objectives. The decisions in regard 
to further investment in these programmes/schemes should be taken 
on the basis of such evaluation. 

(b) Performance Budgeting 

5.16. As early as 1957-58, the Estimates Committee had recom-
mended in their twentieth Report that performance-cum-programme 
system of budgeting would be ideal for a proper appreciation of the 
schemes and outlays included in the Budget especially in the case 
of large scale developmental activities. As pointed out in the 
Report, "such a budget is based on functions, activities and projects 
which focus attention on the accomplishments, the general character 
and the relative importance of the work to be done and the ~ervices 
to be rendered rather than upon the means of acC'Omplishment such 
as personnel, services, supplies, equipment, etc. Under this system 
the functions of various organisational units would be split into 
programmes or activities, sub-programmes and compone,nt sc:hemes, 
etc. and estimates would be presented for each. Before this is done, 
the schemes and programmes would have to be set in terms of 
measurable and products which may differ from scheme to scheme, 
costs would have to be carefully determined for each and targets in 
physical and monetary terms would have to be fixed. This would 
facilitate a review of the perfurmance and of the proposed pro-
gramme and consequently for decision making at a high level and 
is particularly suited to the requirements of overall budgetary 
planning." 

5.17. The Administrative Reforms Commission also laid emphasis 
on the introduction of performance budgeting and recommended in 
January, 1968 that the process of introduction of performance 
budgeting might be completed by 1970171 in all the Depa.rtments, 
the activities of which were developmental in character. The fol-
lowing observations of the Commission in this regard are pertinent:-

"In the light of the sad experience in recent years with re-
gard to the effective impletnentation of many develop-
ment schemes and projects, we attach great importance 



to an early introduction of performance budgeting for all 
development pI'Ogrammes. It WQuld help create a built-
in-mechanism for watching the progress in attaining pro-
gramme targets and taking timely corrective action when 
things go away. It will also help reinforce the principle 
of accountability to Parliament." 

5.18. The matter was again examined by the Estimates Com-
mittee (1972-73) and in their 24th Report, the Committee stressed 
the need fur ensuring that all the stages for making performance 
budget a useful document are completed without further delay and 
that concrete action should be taken to see that performance 
budget is prepared by all ministries/Departments who are charged 
with developmental and other plan activities. 

5.19. The Committee enquired about the progress made in the 
introduction of the performance budgeting. They were informed 
that pedormance budgets were first prepared for a few Departments 
in the year 1969-70. In pursuance of the recommendation made by 
the Administrative Reforms Commission certain major steps were 
taken to further the progress of performance budgeting. A team 
of officers was constituted to review the structure of Demands and 
the structure of accounts and to suggest changes to facilitate intro-
duction of performance budgeting. In pursuance of the recommen-
dations made by the team and with the approval of the Estimates 
Committee, the structure of Demands fur Grants was revised with 
effect from 1973-74 to make the Demands compact and comprehen-
sive, Demands were organised on functional basis and all expenditure 
pertaining to a function/programme was brought under a single 
Demand. The second major steps was taken in 1974-75 when the 
century old accounting system was completely revised and recost 
in terms of functions and programmes of Government These steps 
provided the necessary basic support for preparation of performance 
budgets. In 1975-76, 32 Ministries/Departments prepared their per-
formance budgets. 

5.20. The performance budgets presented for the year 1975-76 
showed a number of improvements. First, performance budgets had 
been brought out covering the entire ;activities of the Ministories/ 
Departments instead of confining to the selected organisations as in 
the past. Secondly, the performance of public Sector undertakings 
under the various Ministries had also been integrated under the 
r~spective programmes shown in the performance budgets. Pre-
visously this was excluded from the performance Budgets. Thirdly, 



performance budgets had been brought out in almost all the cases 
during the Budget Session of the Parliament. In the previous years, 
there was considerable delay in bringing out these documents. 

5.21. As regards the contents of the performance budgets, the 
Committee were informed that performance budgets indicated the 
physical targets and achievements in respect of various programmes. 
The reasons for shortfall, escalation in costs, etc. wherever they 
were significant had also been explained in many cases. It was 
howevel" admitted that there were certain gaps in presentation of 
data. It needed improvement in the follOWing directions:-

1. Wherever possible a correlation should be established 
between inputs and outputs. 

2. Unit cost data should be generated and exhibited in respect 
of important programmes where unit costing will contri-
bute to efficiency. 

3. Scientific norms and standards should be evolved which 
should be the basis both for setting targets and measuring 
performance. 

4. Targets and achievementsllikely achievements should be 
indicated for the previous year and current year in all 
cases. In some of the budgets the achievement figures are 
not shown on the plea that they are not available for the 
current year and the previous year. 

5. The technique of perfonnance budgeting has to be followed 
right down to each cost centre. Performance Budge~ 
prepared on the basis of similar budgets of lower forma-
tions are more realistic and useful for serving manage-
ment objectives. 

6. In the case of large projects, the futUTe year costs till the 
date of completion of project should also be projected. 

7. The reasons for cost escalations or overruns should be 
elaborated in sufficient detail, explaining why correcting 
mechanism failed to arrest this trend. 

8. An indication of how the individual schemes included in 
the Budget fit into the national objectives and priorities 
should be given and the continued relevance of the 
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schemes and even the objectives should be evaluated 
periodically and results indicated in the performance 
Budgets. 

9. Though the Ministries/Deprutments may not be directly 
executing all the programmes, a total picture of achieve-
ment in the functi'On areas for the country as a whole 
may be given wherever possible in the Performance 
Budgets of the concerned Ministries e.g. irrigated area, 
food production, health services, etc. This will enhance 
the usefulness of the document to Parliament. 

5.22. The Committee were also in.for'med that as this was a new 
field, the improvements that were desirable and which were actually 
feasible required detailed examination by each 'Of the Ministries. 
A lot also depended on building up necessary accounting support 
and installation of effective reporting and review system. Three 
Ministries/Departments had been selected in August, 1975 to start 
with, for a study in depth of the problems of improving performance 
budgeting techniques. These were the Ministry 'Of Health and 
Family Planning, Department of Agriculture and the Department 
of Power. They had been requested to form study groups to discuss 
and improve the methods now adopted for performance budgeting 
and also reView the existing financial procedures within thE." 
Ministries/Departments. 

5.23. As regards the progress made by these Study Groups, the 
Committee were informed during evidence as follows:--

"One werking group has already met and they have identified 
the areas in which improvements have to be brough t 
about. But the working 'Of these greups has to be mere 
'Or less of a long term character, because various pro-
grammes have te be studied and what needs te be dene 
in each case has te be identified. And then information 
system has to be built up, because the performance budget 
has to be first at the unit level and then at the macre 
level. We want to extend this system gradually to other 
Ministries also." 

5.24. The Committee had rerommeoded as early as It57-58 that 
periorm&nee-cum-programme system of budget would be ideal for a 
proper appreciation of the schemes and outlays ineltMIeti in the bad-
,cet espedaHy in the case of large scale developmental adivides as 
sw.ch a budget foellses attention on the accempli __ ent, the general 
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character and the relative importance of the work to be done rather 
than upon the means of aecomplishments. Further, this system 
facilitates a review of the perforDlJance of the proposed programmes 
and is particularly suited to the requirements of overall budgetary 
planning. Again, in their 24th Report (1972-73), the Committee had 
stressed that all the stages for making performance budget a useful 
document should be completed without further delay and concrete 
action taken to see that performance budget is prepared by all Minis-
tries/Departments which are charged with developmental and other 
plan activities. The Committee regret to note that a Il)ng time has 
been taken in introducing performance budgeting in the Ministries/ 
Departments. 

Even though 32 Ministries/Departments have prepared and pre-
sented performance budgets during 1975-76, there are still large gaps 
in the presentation of useful data in these budgets as admitted by 
Government. The technique of performance budgeting is deficient 
in various vital matters as pointed out in Para 5.21 above. For exam-
ple, there is no correlation between inputs and outputs, unit cost data 
had not been worked in respect of important programmes, Scientific 
norms and standards have not been evolved, targets and achieve-
ments have not been indicated, techniques of performance budgets 
have not been followed down to each cost centre, future year costs 
of projects have not been projected, reasons for cost escalations have 
not been elaborated and relevance of individual schemes to the 
national objectives have not been evaluated, etc. 

5..25. The Committee note that it is only in August 1975 that work-
ing Groups have been set up in three Ministries to study in depth 
the problem. of improving the techniques of performance budgeting. 
Even out of these, only one Working Group has met so far and identi. 
field the areas in which improvements have to be brought about. 
The Committee desire that the performance budgets in the three 
Ministries should be recast expeditiously so that these may serve 
as a model for other Ministries. 

5.26. The Committee need hardly stress that performance bud-
get should be made a meaningful document to assist the manage-
ment as a tool of administrative and financial control for evl.luat-
ing performance and for implementation of developmental pro-
grammes efficiently and economically. Such a budget will not only 
enable the management to put the scnce financial resources to 
maximum use but would also be useful to Parliament in review-



69 

ing and appraising activities and performance of various ministries/ 
Departments of Government in proper perspective and would 
thereby act as a means of accountability to Parliament. 

The Committee strongly recommend that meaningful perfor-
mance budgeting should be introduced in all other Ministries/De-
partments and lower formations charged with the execution of 
various programmes under a time bound programme. The Com-
mittee would like to be informed of the precise progress made in 
this regard. 

(c) Separation of accounts from audit 

5.27 The Minister of Finance in his speech in Lok Sabha on 15th 
Mareh, 1976 I,t>resenting the Budget for 1976-77 stated as follows: 

"Government recognise that if the process of development is 
to be speeded up and plans and programmes are to be 
prOl,t)erly implemented, some basic changes are also neces-
sary in the field of financial administration. The existing 
system under which accounts are maintained by an agency 
external to the Ministries and Departments is not con-
ducive to effective financial management. Accounts and 
Finance should form an integral part of overall manage-
ment and should play a more meaningful and effective 
role in selection of projects, allocation of funds, monitor-
ing of expenditure in relation to physical progress, and 
evaluation of results. In order to integrate accounts with 
administrative Ministries and Departments, it is I,t>roposed 
to separate accounts from audit and instal a Departmenta-
lised Accounting System'. The process of this separation 
is scheduled to be completed by 1st October, 1976 for all 
Central Ministries. Under the new scheme, administrative 
Ministries will take full responsibility for arranging pay-
ments, and -timely compilation and rendering of accounts. 
This reform will facilitate the timely rece~t of informa-
tion on the progress of expenditure, and enable a proper 
analysis of expenditure trends to be effected. There can 
be little doubt that this flow of information will greatly 
facilitate the taking of correct decisions, and the adoption 
of remedial measures wherever called for. Since these 
changes are fundamental, and of a magnitude unprece-
dented in the annals of, Indian Administration, care has to 
be taken to ensure that during the transitional phase, 
there is no dislocation either in payments or in accounting 
procedures. Hon'ble Members are doubtless aware that 
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the President has promulgated two Ordinances to achieve 
these objectives and to ensure that the necessary expert 
manpower is available to the Government for discharging 
the newly acquired responsibilities. [n doing so every 
care will be taken to see that minimum hardship is 
,caused to the employees, and that the comptroller and 
Auditor General is able to discharge his constitutional 
responsibilities effectively and without disruption. He 
is fully associated with the reforms and all measures 
have been taken in close consultation with him. 

. 4 
Government also attach great importance to the ,rationalisa-

tion and modernisation of procedures relating to the 
personal claims of Government servants and transac-
tions with members of the public. The existing proce-
dures in regard to pension, gratuity and drawal of sala-
ries of Government officers have been reviewed in depth 
and a number of steps have been taken to eliminate ex-
isting delays in the preparation of pension papers and 
sanctioning of pension ad gratuity. Procedures for 
payment of salary and allowances of Gazetted Govern-
ment servants have also been simplified. It is proposed 
to utilise nationalised banks for financial transactions 
between Government, its employees and private citi-
zens. The nEW system will be a considerable improve-
ment over the existing system where such transactions 
can today be made only at a limited number of trea-
suries or banks." 

5.28. It is noticed that the two bills to give effect to the system 
of separation of accounts from audit namely (i) The Comptroller 
& Auditor General's (Duties, Powers and Conditions of Service) 
Amendment Bill and (ii) The Departmentalisation of Union Acco-
unts (Transfer of Personnel)' Bill have also since been passed by 
Parliament. 

5.29. The Committee need hardly point out that ~counting at 
present is largly being done in the same histori(!al man.er as in 
pre--IndepeadeMe days. The need for ,ratiOll~ has, however, 
been widely recognised and some advance in this behalf hasoeen 
made with the revised classification of aeoountiDg heads and intro. 
dudion of performance budgeting but this has not yet reached a 
stage where it could be said that the U1iderlying objeetk>es of acco>-
untability and management have bem, achieved. The Committee 
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consider that there is need to refine the technique of perfDnnam:e 
budgeting so as to develop it into a useful management tool by 
establishing units of output for each sub-head of Demand. For this 
it is n~ssary to identify responsibility centres so that each bud-
geted activity within a responsibility centre many hav,e its corres-
ponding units of performance. The Committee are of the view 
that with necessary delegation of authority to incur expenditure· 
the officer concerned should be legitimately held accountable for 
the budget within his own control. . 

5.30. The Committee feel that this Dpportunity Df separation of 
Accounts from Audit should be put ,to effective use by proceeding 
with the process of rationalisation, modernisation and mec:h.anisa-
tion so as to make the accounting units result oriented and fo"""rd 
looking. In fact, the accounting units to be set up under adminis-
trative Ministries being the latest should be models of effici~y 

and compactness These should be well-knit organisatiOils were 
the accent right from the very beginning is on quality and mini-
mum staff. 

5.31. The Committee note the decision of the Government that 
each Ministry jDepartment should be made responsible for main-
tenance of its own accounts and for effecting payments which means 
the Secretary of each Ministry jDepartment would virtually be the 
Principal Accounting Officer also. The Committee attacb great 
importance to the objecHve underlying the separation of ac('ounts 
and audit and stress that this opportunity should be put to full use 
by rationalising the accounting heads so as to make performance 
budgeting meaningful as an aid to management to achieve best 
results for the money expended . 

. 5.32. The Committee note that Government have recently ratio-
nalised to a considerable extent the procedure and modalities for 
determining and effecting payment of salaries, allowances, incre-
ments, pensions, gratuities, provident fund, etc. to the staff The 
Committee feel that there is scope for similar rationalisation in 
other accounting procedures so as to provide significant flow charts 
which correlate expenditure to the actual physical progress made 
in the field, faci1itate monitoring and help application of "on 
course" correctives. 

5.33. The Committee need hardly recall that the objective of 
Integrated Financial Advisers is to get the best value for the pub-
J,ic money expended. It is therefc!'e of the utmost importance that 
the modalities of work and procedures and aCC'OlDlting should be 
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such as to subserve this objective by cutting out waste and effect. 
ing economies consistent with operational requirements. 

5.M. It is imperative that the accounts are not only prepared and 
presented in time but that they are kept upto date and exhibit 
a meaningful correlation of expenditure with the units of perfor-
}Dance. It is only then that the head of the Department/Ministry 
would be able to exercise effective check on performance by com-
paring the quantum of anticipated work output with the financial 
provision asked for in the budget and identify the weaker links of 
the chain which need to be strengthened. 

5.35. In brief, accounting should become an effective aid to 
management of resources. The Conunittee would like to judge the 
success of the historical decision to separate the Accounts from 
Audit by the results achieved in better and more effective ;resource 
management and direction. 



CHAPTER VI 

SIMPLIFICATION OF RULES 

6.1. The powers have been delegated to various administrative 
Ministries/Departments under the Delegation of Financial Powers. 
Rules 1958 as amended from time to time. These powers are, how-
ever, subject to provisions of general Financial Rules 1963. Besi-, 
des these rules, the Ministry of Finance has also issued executive 
orders from time to time regarding the powers available to the 
MinistriesfDepartments. Of these the orders dated 1st June, 1962, 
and 18th October, 1968 have been incorporated as such in the com-
pilation of the Delegation of FinanciEJ Powers Rules 1958, without 
making any amendments 1;0 the rules. 

6.2. In their Report in 1969 on Delegation of Financial and Ad-
ministrative Powers, the Administrative Reforms Commission ob-
jected to amendments being made to delegations through executive 
orders. In_ pursuance of the recommendation made by A.R.C. Gov-
ernment decided that whenever any modification or changes had 
to be made in the delegations, these should be ordinarily done 
through amendments to the Rules themselves and not through 
executive' instructions. It is, however, seen that inspite of this 
decision by Government, executive orders were issued by the Min-
istry of Finance in April and July 1975 making further amend-
ments to the powers available to' the administrative Ministries! 
Departments without making necessary amendTJlents ,to the Rules. 

6.3. In their Report on Delegation of Financial and Administra-
tive Powers, the Administrative Reforms Commission also pointed 
out that there was lack of proper arrangements for keeping upto 
date the manuals and regulations regarding financial matters and 
service conditions. No single authority was charged with the duty 
of compiling and keeping upto date the existing rules and regula-
tions, arranging for their periodical reprint and :C>:lr the issue from 
time to time of correction slips for the use of officials administering 
these rules. The Commission recommended that the multifarious 
duties relating to all rule, and regulations havint! a financial bear-
ing might be entrusted to a cell in the Fi!lance Ministry. 

6.4. The Committee enquired about the action taken on the 
above recommendation of the Commission. They were informed 
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that "the various Regulation Branches in the Department of Expen-
diture administering the rules and regulations are responsible for 
keeping them upto date and arranging for their periodical reprint 
and further issue from time to time of correc1ion slips." 

6.5. The Committee also enquired about the action taken for the 
amendment of the delegation of Financial Rules on th~ basis of 
orders issued by the Ministry of Finance in June 1962 and October, 
1968. They were infurmed that the question of incorporating the 
additional powers into the rules was first examined in 1962 but since 
the question of further decentralisation of financial powers was be-
ing examined by the ministerial level Committee, amendment to 
the Rules was postponded. The Administrative Reforms Commis-
sion which was set up in 1966 was also seized of the matter and it 
was, therefore, considered advisable to await the recommendations 
of the Administrative Reforms Commission and Government's de-
cision thereon before amendment to the Delegation of Financial 
Powers Rules were taken in hand. After considering the recom-
mendations of the Administrative Reforms Commission and after 
a detailed review of the existing financial delegations, Govern-
ment decided to enhance the powers of the verious admipistrative 
ministries and order were issued in April, 1975. Necessary steps to 
amend the Delegation of Financial Powers Rules to incorporate the 
enhanced powers delegated through the above mentioned orders, 
have now been taken up. 

6.6. The Committee were also informed that the Sub-Group on 
Financial Administration (August 1973) recommended the codifi-
cation of administrative and financial rules and regulations afresh 
in simple and precise language with a rational classification of sub-
jects and under a iime bound programme. The Group of Ministers 
had also agreed on the need for the setting up of a separate 'Expert 
Group for this work. However, as certain changes of a far reach-, 
ing character in the matter of accounting and related matters were 
under contemplation, which would involve a thorough overhaul of 
the existing procedures, the 'Expert Group' was proposed to be set 
up and the work taken in hand later at the appropriate time. 

6.7. The Committee find that besides the General Financial Rules 
and the Delegation of Financial Powers Rules which goven, the 
powen available to the administrative ministries, executive orders 
have also been issued from time to time which have the effect of 
changing the financial power8 availabl~ to the administrative minis-
trieslDeua.rfmtmts. This tendency· to effect changes through exe-



CutiV8 orders in the delegatieas conferred by rules instead fIi throup 
amendments to· the rules, was objected to by the Administrative 
:Reforms Commission. In pursuance of the recoDlD1elldation b,. 
AR.C. Government decided that whenever any modUicatioas or 
-changes have to be made in the deleptioDs, these should be or-
-dinarily done through amendments to the Rules themselves aad 
IAOt through executive instructions. The Committee regret to note 
,that inspite of this decision by the Government, changes have 
~n made in the delegatioll of powers to the administrative mIDis-
trieslDepartments through executive orders issued by the Ministry 
~f Finance without simultaneously making the necessary amend-
Gents to the Rules. 

6.8. The Committee have been Informed that Ilecessary steps te 
:amend the Delegation of Fin81lcial Powers Rules to incorporate the 
~nhanced powers, delegated through executive orders have IlOW 
,been taken up. However, as certain changes of a f~r reaching 
-eharacter in the matter of accounting and related. matters like, 
-ehanging the system of maintenance of accounts, introduction of the 
-system of Integrated Financial Adviser, etc. are under contemplation, 
-8 through overhaul of the existing procedures would be required. 
'The Committee, therefore, recommend that instead of merely 
:amending the Rules, steps may be taken for the codification afresh 
-of the rules and regulations governing delegation of Financial powers, 
-etc. in simple and precise language under a time bound programme. 

6.9. The Committee would also like to point out that one of the 
factors which discourages the Ministries from using their powers is 
the multiplicity of rules and regulations which are changed so often 
'that it is difficult for officers of the Ministries to keep a track of 
these rules and know them fully. Moreover, the rules and pro-
eedures have a tendency to grow in volwne and complexity. It is, 
therefore, necessary that the rules and procedures are reviewed and 
updated periodically with a "iew to their simplification so that they 
do not become cumbersome in course of time, resulting in undue 
..Jalays. 

6.10. The Committee regret to note that inspite of the recommen-
-dation of the Administrative Reforms Commission, no single cell has 
lleen constituted in the Ministry of Finance for looking after the 
multifarious duties regarding compiling and keeping up-ta-date the 
existing rules and regulations having a financial bearing, arranging 
for their periodical reprint aad for the issue from time to time of 
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eerree.tioJi . slips etc. 'rite yarious Regulation Branches in the Depart-
aenet· of kpenditureadministering the Rules' and Regulations are 
lltated to be responSible for this work. The Committee desire that 
immediate steps should'be taken for setting up of a cell as suggested 
It,. the Administrative Reforms Commission for keeping up-to-dlate 
the . rules and regulations etc., having a financial bearing. Copies 
of manuals of such upda,ted rules and regulations should also 'be 
made easily available to the officers concerned and the memb~ 
of t'he public. 

NEW DELHI; 
April 21, 1976, 
Vaisakha 1, 1898 (S) 

R K. SINHA, 
Chairman,.. 

Estimates Committee. 
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APPENDIX I 

(Reference: Para 1.10 of ' the Report)· 

I' 

Salient Compcme*s of Delegation of Financial Powers Scheme, 1962 

(1) Proper and detailed pre-budget s~rutiny of sche~es etc. 

(2) Inclusion of lump-suD?- ,:provision' il'). the budg.et for schemes 
which are ready in their detail'- at lite time' of the preparation of the 
budget estimates but which' have' to be implemented urgently riur-
ing the course of the financial year. 

(3) Empowering Secretaries of the Administrative Ministries to 
over-rule the advice of the Financial Adviser in the sphere of the 
authority delegated to them. 

(4) Organising finance, budget and accounts work of adminis-
trative Ministries on sound lines to enable them to watch the pro-
gress of expenditure and control it more effectively. 

(5) Setting up of Internal Work Study Units in administrative 
Ministries to lay down norms for particular types of work and 
examine proposals for staff reorganisation or creation of posts 
(whether in Ministries proper or in their lower formations). 

(6) Empowering Finance Ministry to carry out work studies of 
the Administrative Ministries or to undertake ad hoc examination 
o~ selected aspects to the extent the former considers necessary. 

(7) Requiring administrative Ministries to furnish to the Fin-
ance Ministry half-yearly staff strength reports and copies of sanc-
tion relating to:-

(a) contingent expenditure and miscellaneous expenditure 
beyond Rs. 2500 recurring p.a. and Rs. 10,000 non-recur-
ring in. each case; 

.'. 

(b) excess expenditure over the estimates of schemes as ac-
cepted by the Finance Ministry; 

(c) re-appropriation of funds in excess of additional powers 
delegated to Ministries; 

(d) Introdu~tion of a new item is a scheme even if itrioes 
not restllt in substantial variation of the scheme as ac-
cepted by the Finance Ministry; 
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APPENDmn 
(R,/1fffIU : Para 3.41 of the Report) 

STATI!MI!NT I 

'1'/.,,,,.,,. imJ'ol'ta", "co.""""JatiotU cIJnta{md in Volllm,lIoj th,Report ofth,WorM"I Gt"",,,,, JI •• "l1i4lk"'If,fIIltk" ••• -.,,,1. 
"ith modificatio" by ,/" Committ" of 'oi"t Secr'tan"". - -

SI. AnnexUre of the Report & SI. Recommendation in brief 
N o. No. thereof 

I 2 

I AnnexUre I-A (SI. No.1) 

a AnDex\ll'e I-B (Sl. No. 19) 

3 

A revised detillition of duty has 
been attempted by the Working 
GroUP in order to minimise the 
occasioDS for exercising diScre-
tionary powerS for treating par-
ticular periods as "duty". It has 
been Proposed in", alia that 
periods during which a person 
may not be formally posted on 
return from leave, foreign service 
or on the revocation of an ordCl' 
of suspension should automati 
cally be classified as duty. 

Supplement8t'Y Rule 59 provides 
for a competent authority pre-
scribing the headqu8t'ters of a 
GOvt. servant in its diSCretion. 
The power is at present given to 
CQftain specified Heada!of Depart-
ments. Working Group has reco-
mmended that the power may be 
given to all Ministries and Heads 
of Departments and also to such 
other authoritieS to whom they 
may delegate the power. 

MotlUlcation auuestec1 Action taken 

4 , 
PCI'iods dua-in, which a peaoson. As decided ill CohunA... auc:b. 

may not be formally posted QBICS contiDuc to b, con*-__ 
on l'etUa'n from leave, fOl'eian by Goyt. on indiYi4u.al DlCriti. 
service oren the revocation of 
an order of auspenSion should. 
not be automatically weated 
as duty. Such cases ahould 
continue to be conSidCI'CCI b, 
Government Oil jndjyidaal 
merits. 

The powet' should be YeBled ill MiDia1riea" Heacf8 of DePIIC-
Ministries and Helda of IlleDU ento, full pg".. .. 
Departments enlJ. tbiB respect. 

" 



3 AmlqUri 1·1 (Sl.No.39·A) 

4 Annexure 11- A (Govt. decision 
No. a below Rct'ised Rule 18). 

Supplementary Rule! n6 Provide! 
that when a Govt. servant is 
transferred, his family may be 
treated as accompanying him for 
pUrposes of travelling allowances 
if they follow him within 6 months 
from the dateof his transfer or pre· 
cedes him by not mOt'e than I 
month. These time limits can be 
extended by competen t authorities 
individual caseS in special circum· 
stances. The powers are at present 
vested in Ministries. It has been 
recommended that Heads of 
Departments may also be given 
the powe!'. 

Revised powers for Administrators 
in Union Territories have been 
recommended in regard to Sanc· 
tioning of works expenditure. 

Heads .f Deparhaell ts should 
have po we!' to extend the time 
limit only up to I Year alld 
3 months respectively instead 
of 6 months and I month. 

The powers have been accepted 
in lome cases and reduced in 
aome cases. For example for 
Administrators of Delhi, 
Manipllt' etc. againSt "full-
pow~s" t'C!eommended, a 
limit of Rs. 25 lakbs haa been 
suagested. 

5 Anndure II-A (Rnised Rule 19) It has been .. ecommended that Minis- The powe!'s should be resttlcttd 
tries should have the powC!t' to to 5% of tbe estimated cost Ot' 
sanction reasonable expenditUre Rs. 5lakhs whichever is less. 
on preliminllt'yitemsin caseswhC!t'e 
the feasibility report for a project 
has been approved by Govt. pend-
ina the preparatioD and acceptance 
of the detailed Project report. The 
powet' should be upto 5 % of the 
estimated coSt of the project al dia-
cloled in the feasibility report or 
RI. 25 lilla whichever is less. 

Pull powC!t'S ha"e beell detesatti 
to Heada of Departnl:eDti in 
August, 1974. 

Ministry of Home Maid bari 
issued orders in Febc-u"l 
1974 enhancing the po\1l'et'S Of 
the Admil" istrat~s of Delhi, 

Arunachal Pradeshand Chandi-
,arh Upto RI. 25 IUba. Tilt 
whole qUestion regardin,deIc-
,atin. powers to the Union 
Territories, to the extent enjo-
yed by the admjniStratift Mint· 
'tries, is undC!t' review iD the 
Min. of Home Affairs. 

The implemertatiofl of this te-
cOllllll.endation is in Pl'0srcss. 

iii 
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6 Annexure II-A (Revised Rule 22) 

• :'11!' I, 'I 

3 

Revsied powers have been recom-
l1\ended for Ministries to sanction 
exp;lnditure for purchases and 
execution of contracts. Thus. for 
normal purchases. the powers are 
Proposed to be raised from 1U. 25 
to Rs.40 lakhs.for negotiated Or 
Single tender contractS from Rs. 
10 to Rs. 20 lakhs, for proprietorY 
StoreS from Rs. 5 to 10 lakhs and 
for emergency direct pUrchases 
from Rs. 5 to Rs. 10 lakhs. 

4 

While the increased powers as 
proposed may be accepted. it 
is not necessary to make them 
applicable to all MiniStries 
unifortnally. Selected Minis-

5 

II!crcascd powers,asshown below 
have been delegated in JUly, 
1975 :-

trjes.,especially the se.rvicir g I. Admiristrrtive MiI!istrics 
ones 1i5e tbj: Ministry of (Qther thall Deptt.of,Supply.) 
Supply and Deptt. of WH &, . 
UD may be given these powers. For normla purchaSes Rs. 50 
The matter has to be examined.. lakhs. 
in detail in consultation with • 

the concerned Ministries. For negotiated or single ,t~der 
contractS. Rs. 20 laklls:, 

For proPrietorY stores, &.' 10 
lakhs. 

2. Deptt. oj Supply. , 
For normal purchases Rs. 2 
, CrDreS. 

For negotiated or single tender 
contracts. Rs. I CrOre . 

.... 
For Propreitory stores Rs. I 
crore. 

3. D.G.S.D. 

For normall pUrchases Rs. I 
crore. 

For negotiated or single tender 
contract Rs. 50 lakhs. 

For Proprietor¥ Stores Rs. So 
l~ .. 

~ 



1. Annexure iI-A (Revised ~ule 23). The powers of Ministries for the pur-
chase of commodities not intended 
for G"vt. consumption but for sale 
or iSSUe to the public,.5tate Govts. 
or any aUthority, and flIr the fixa-
tion of prices in respect of direct 
trading operations of the Govern-
ments are at Present limited to Rs. 
20lakhs. It has been recommen-
ded that the limit should be raised 
to Rs. 50 lakhS. 

8. Annexure U-B (SI. No. 30 ). Although some orders exist at pre-
sent simplifying the procedure for 
the issue of pay aUthority by the 
Accountant General to Govern-
ment servants for facilitating 
prompt receipt of thier salary in 
various circumstances, the Work-
ing Group took note ofthe persist-
ing difficulties in certain circums-
tances e.g. on first appointment to 
Government service, on transfer to ~ 

'the powers may be raised to Rs. 
30 lakhs. 

The neW provision is accepted 
with the modification limited 

to one month's pay subject to 
usual deductions. It should 
be PlIYable on ly if the officer 

does not get his pay in the 
normal cOUrse within one 
month of the event mentioned. 
It will be admissible only in 
the following circumstances: 

another post, or when even while (i) In cases of tirst appointment 
continuing in the sa,me post, the where sanction for the post is 
officer is unable to draw his pay for available but pay slip has not 
want of requisite authority for the been received. 
corttinuancc of the post. It has 
accordingly been recommended (ii) In cases of promotion; an d 
that proviSion should be made 
empowering the Heads of Offices 
to sanction advance of pay to 
gazetted officers under their ad-
ministrative control in the above 
circumstllnces, pending receipt of 
the necessarY authority. from the 
A. G. Such advanceS will be 
admissible for not more than 2 
months and will be adjusted in 
fullin the first salarY biIIsubmitted 
after the drawal of the advance. 

(iii) In cases of cootinuirg poSts 
where the requisite aUUtority' 
for the continUllllCC for the 
postisnot forthcoming. 

increased powers have been dele .. 
gated to the Ministries/Deptts. 
to make such purchases Upto 
Rs. 50 lakhs in April, 1975. 

This recommendation is under 
Processirg. Since, however, 
the entire system of main-
tenance of accounts is pro-
posed to be char ged in the near 

future, as a result of which the 
servioe entitlements- of em-
ployees, including those of 
Gazetted officerS, win _ be dC:7 CI) 
cided by the admitllSttati1N! .... 
authorities themselves without 
thl: intervention ofthe Accoun-
tant General, it would not be 
necessary to go ahead with the 
implementation of this recom-

-mendation. 



... ...,.. < ......... 
I ~ 

9- Annexare 11-11 (51. N". 16) 

10. Annexure II-B (51. No. 11) 

3 of s 
--------- ---_._-----

At present, under the Treas\lt"y 
Rules, all biIlsin payment of claims 
against Government are to be pre-
sented at the Treasury, duly re-
ceipted and stamped where neces-
sary. The Workins Group, taking 
note of the criticism, that prereceipt-
ing of bills is not appropriate and 
is of doubtful lega~ validity, have 
recommended doing away with such 
prereceipting. Receipts are to be 
taken on Iy at the timl of pa),ment. 

Bills presented by a depII't-
mental officer w personal 
claims preferred by Govt. 
officers shOUld be duIyreceipt-
ed fw payments and stamped 
where necc&ary. For all 
other paymd'ts, receipts duly 
stamped, where r.ecessny, 
shOUld be takenat the time of 
payment. 

Arrear bills exceeding Rs. 100 
&old more than a year but less than 
3 years old (except certain catego-
ries) cannot at present be paid at 
the Treasury without an authority 
from the A.G. In view of large 
number of arrear bills which the 
A. Gs. have to Scrutinise for pre-
audit, it has been recommended 
that the limit of Rs. 100/- should 
tJe f~ised to Rs. 2~0/. . 

The limit of Rs. %50 may be 
raised to Rs. 500 (C&AG wiII 
be separately considering 
whether preaudit cal'not it-
self be altogether dispensed 
with). . 

The work of overall reYisioD 
ofthe Centnl TreasUrJ Ruld. 
to bring them mwe in tille 
with the: cUrrent arrangements. 
which was urJdct·taken some 
time ago, has been in prosress. 
The acct pH d recommend .. 

tions of the Workirg Group 
are being incorporated in the 
proposed revised rules. 

Considerable progress in drat- CIIi 
ting the revised TredUi'Y ~ 
Rules has been made anil 
C&AG's concurrence Ii 
awaited for some ofthe revised 
rules. The wo"': is npteetd 
to ba tompleteci soon. 

Do. 



1 I Annexure III-B (SI. No. S). Increased powerS a8 indicated below 
have been recommended to officers 
in CPWD in caseS of award of work 
withoutcaIling ten dcrs or by nego-
tiations etc. where the approval 
of the CWA Board has not been 
obtained. The existing powers 
are shown within brackets :-

Executive Engineer: Rs. 25,000 
(Rs. 10,000). 

Superintending 
Engineer: 

Chief Engineerl 
Engineer-in-Chief : 

Rs. 21 laths 
for runWay 
works and 
Rs.I lakh for 
other work 
(Rs. 15,000). 

Rs. 10 lakhs 
for runway 
works and 
Rs. S laklls 
for other works 
(Rs. 50,000). ---.-----.. ~.- ... ----------

The powers may be raised as 
follows: 
Executive Engineer: 
Rs. 15,000. 

SUJlerintending Engineer 
Rs. 25,000, 

r;hief Engineer/ 
Engineer-in-Chief : 

Rs. 1 lath 

Information awaited Crom 
MinistrY of Works & HousiJI •. 

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

at 



STATbimtr It 
Some of th, important r;commendations contained in Vol. II of th' Report 0/ th' Working GrOUP on Financial Rules mhicla hav, 

been accepted by the Committee 0/ joint Secretaries. 

I 

Slf'fJice ruhs covered by Annexures I-A and I-JJ: 

2 

Under the C.C.S. (Leave) Rules, Ministries can delegate powers for 
sanction of special disability leave to any authority who is ap-
pointing authority. 

Increased powers have been recommended for Heads of Departmen ts in cer-
tain cases. - FOI' example, the powers for the gran t of special disability leave, 
which are at present confined to the Ministries are propo'led to be giveD to 
Heads of Departments also. (S. No. 26, 26-A of Annexure I-A) 
the powers of Heads of Departmentsfor sanctioning the undertaking 
of works for which a fee is offered, which are at present limited Thisrecommendaticw has been Processed and the orders proposed to 
to Rs. 1200, are Proposed to be raised to Rs. 3000. (~ .. No. 3 of Anne- be issued have been referT~d to the Departmel1t of Personnell 
xure I-B)jthe powers of Heads of Deparrments for pernuttlrg the grant of C&AG for conCUrrence. The orders will be issued as soon as 
tr'ilveUing allowance as for a jOUrncyontourtoaGovernmentservantwhen their concUrrence is received. 
he is required, while on leave, to undertake a joUrney to perf 01 m public duty 
at a place other than the one where he is spending his leave, which al"e at pre-
sen t confined to cases of non-gaZetted employees, are Proposed to be extended 
to cOVe!" all cases. 

(SI. Nos. 46-A and 46-B of Annexure I-B). 

DIl'gation 0/ Financial Pomers Rules (Anne*'We II-A) 

It has been decided to make a substantive provision in the 
rules r~arding grant ofT. A. for performing public duty while 
on leave. Action is being taken to incorporate the deciSion in the 
rules, along with a number of other amendments involvd in im-
plemeIltatiOtls of the recommendations of the Third Pay 
Commission. 

(.') Higher powers have b;:en recommended for Union Territories A.dminis- The recommendation in S. NO.4 of Append'ix II and the action 
tratorS in regard to expenditUre on works as well as other schemes. For ex- taken thereon may be seen. 

-:E 



ample, the p;)w~rs of the Administrators of Delhi, Manipur, Tripura and 
Ooa are proposed to be raised from Rs. a';lakhs to Rs. 50 lakhs in respect of 
schemes other than works; similarly tbe powers of these AdministratorS for 
works expanditUreareproposed to be raised fromRs. 15lakhs to full powers. 

(Government decisions 1 & 2 below revised Rules 18). 
(ii) As an exception to the rule that charges of remittan ce of money by postal 
m.oneyorderin payment of GJvernm~t dues shall ordinarily be borne 
by the payee and not by Government, it has been recommended that remit-
tance bYlllOney order ofleavesalaryof Class IV Government servants 
should be made at Government expense. 

[Schedule IV-Item 13 (ii) (a)]. 

(iii) The powers of Ministries to write off losses of stores or public money, 
where the loss is not due to theft, fraud or negligence are proposed to be 
raised from Rs. 25,000/- to Rs. 40,000/-. 

ISchedule VI-ltem No. I] 

G,n"aIFinancial Rule (Annexure U-B) 

The powers of Ministries to make ad hoc payments in cases pertaining 
to arrear claWs on account of pay and allowances of employees, where the 
Accounts Officers are unable to investigate the claim due to limited period of 
preservation of records or otherwise, are prnposed to be raised from Rs. 500/- to 
Rs. 1000/- and Heads of Departments who have no powers at present are pro-
posed to be given powers upto Rs. 250/- (S.No. 6). 

Central Treasury Rules (Annexure II-E) 

(I) Simplification 01 pa~ment procedures. 

The Whole question regarding de1egating powers to the Unlort 
Territories to the extent enjoyed by the adminiStrative Ministries 
(except creation of posts, write off oflosses, and reappropriati6n) 
is under review in the Ministry of Home Affairs). .; 

Orders regarding remiHance of net leave salary to claSS IVem-
ployees who proceeds on leave exceeding one month; by posta! 
money order at Govez-nmen t expenses. have been issued in June, 
1975, in April, 1975. 

~. 

Powers of the Ministries/Depart,ments have been enhanced &om 
Rs. 25,090 to Rs. I lakh~ 

: t~ 

Under the provisionsofP;~viso to Rule 86 ofGFRs, the Ministries/ 
Deptts. have got powers to make payments upto Rs. 1000. The 

Ministries/Deptts. have also got powert to redelegate their powers 
to their subordinate authorities according to needs of the latter. 

It is proposed to allow the last payment of salary in respect of gazetted Heads of Offices have been allowed to make laSt paymer t of salary i!l 
ofiWersfinally quitting service by retirement, resignation etc. to be made by the respect of Gazetted Officers finally quitting service on retlreffie,t)f. 
Head of the Office subject to the officer giving an undertaking that the outstanding reSignation etc. subject to the officer giving art undertaking. that' 
dues, if any, may be recovered from the-gratuity or other amounts payable by the outstanding dues, if any, may be recovered frem the gratuity 
Government .. At present such payment cannot be made except with the dea- or other amounts payable by Government. 
I'ance of the A.G. 
-----:--.---_. -----_. ---------.----.-----.- .. - .. --~-- . ----- ----,,---

:?g: 
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, Instead of the existing Pl'OCedlll'e WIder which Govern men t SerVan ts have Orders regardir g rtmittan ce of net leave salary to a class IV emplo}'el' 
to It1Ue t~elr own arrangements for getting their leave salary remitted to them who proceedtl on leave exceedirg one month, by postal monef . b~/he station of their leave, it is proposrd to make the remittance the responsi- order at Govt. expense, have been isst'cd in June, 1975· 

I IfY ofthe administrative authorities. On a specific request beil'g made, the 
let lear~~arY should be Sent to the Government officials at the statioI' oftheir 
cave t.~ugh demand draft at par by registet'Cd'postl in the case of Class IV 
persons, however, their Det duos are to be remitted by money order at Govern-
ment expense. 

The reqUirement of production of life certificate when a gazetted dliccr 
thanakes.leave is Proposed to be doDe away with, where the leave is earred leave other 
t L.P.R. 

The payment of pensions on the last workirg day before holidays, which is 
at present made only to pensionersduwing pensions t'pto Rs. 200/- 2nd in caSes 
where the firSt 4 days of the next month are holidays, is Pt"cpOS( d to be rXIt I' drd 
to allpensionets and in cases where the first 2 days of the next month are holidays. 
This arrangement will, however, not apply to pensions relating to the mOl'th of 
March. 

. It is proposed to authorise the offices-Sin charge ofPt'blic Wcrk~ Divisior s, 
hke their COWl terplltta in the ForestS Departmen t, to 0 btair funds required for all 
departmental disbursements by drawir g dequcs frc,m Tre8S~ries with which 
they may be placed in account by A.G. instelid of the presert prece drrc ur der 
wb hu;h the P. W.D. draws funds partly by me an s of presen tation of bills an d partly 

y means of cheques. 

It is proposed to do away with the requirement of A.G.'s authority for the 
paYlDent of deposits lying Unclaimed in Treasuries for certain pericds, except 
In ':8Ses where the Treasur1 does not m.flin tain the deta.iled accoun ts of the dC"-
~~ '. 

Orders regarding sending net leave salary to Govt. officials at the 
station of their leave, through Demand Draft, at par J. by rcgiatcred 
post, wherever a specific request is made by the liOvt.ofticial, 
have been issued in November. 1971. 

Rule 245 of the TreESury Roles (Vol. I) was amended in November. 
1971, to provide for dispensation with the requircmC"l1t ofproduc.-
tion of life cectificate when a gazetted officer takes leave, where 
the leave is earned leave, other than L.P.R. 

Rule' 340 of the Treas1:tY Rulrs has bern amended in July r015. 
provid;f~ fer P61IJl{rt of pension ('l1 the last wOTking day of. 
mf'f th to whkh the PI rticJ: relatrs, to all penSioners, in cases 
wh(re the first day of the followirg month (inch!dina SlUlday) 
is a Public Holiday (xcept in the case of pension relatina tothe 
month of Match). 

Rule 544 ard 545 of the Treasr .. y Rules have been amcr.drd in 
January 1972 to authorisr the Officcr-in-charfe of the Public 
Works Division to obtain funds required for departmental dis. 
bursement by drawing cheques from Treasl1t"Y with which tbe, 
may be placed in account by A.G. 

The rt"ql'irem(rt of authcrity fer the paym{rt of deposit Iyina un 
claimed for certoip pcricds, has been dOl1e ~Way with, excrptill 
cases where the Treasury does I1l)t J(lain tllir the detailed ICCOUllh 9f the deposj~~~ . . " , .. , ). frJ 

• 



{II) IJ,,},anc;mmt oj P~"ITS fa; jadJiting Treasury Proudur'l. 

The powers of the TreasurY Officers for various purpose. i.,. isSue of re; 
celpts for amounts deposited. Issue of receipts for supply of service stamps etc. 
are Proposed to be raised. 

The limit upto which salarY of deceased Govt. servan ts can be authorised 
for payment by Heada of Offices without the production of usual legal authorilY 
i. proposed to be raised from Rs. 2500/- to Rs. 5.000/- and in other cases it is 
proposed to empower the Heads of Departments instead of the Ministries to 
authorise payment on production ofindemnity bond. 

The limit upto which arrearS of penSion. remaining undream for more than 
one year caD be paid without the previous sanction of the competent pension 
a1&tbori1J is Proposed to be raised from Rs. Z..500/- to Rs. 5.000/-. 

D,z"ation 0/ pOrDlTS under .he Account Code etc. (AJmexure II-F). 

The powers of Audit Authocities at various levels on items like foregoing 
recovery ofirresular expenditure, waiving of irrecoverable amoUI'ts etc. arc pro-
posed to be raised. (This annexure concerns the C&AG entirely. While com-
meDtin, on the recommendations, he has accepted most of them and SUiiest-
ed a few modifications also. Details of these ue not aiven in this swrunary). 

D,z.,ation 0/ pOf#ers in .Iu CPWD. (Annexure III-B). 

Please See action taken note against S. NO.9 of Appendix Ii. 

So fu as the recommendatiQll relatin tOtheAccoun t Code is conc:erucd 
Article 53 ofthe Account Code (Vol. I) has been amended. Rqac4 •• 
ing recommendations reiatinlJ to C&A.G. 's Manual of Stllldin, ..; 
Orders (Tech.) Vol. I. the inf~mation is beilll collected. 

The powers of officers of the CPWD at different level are proposcd to be Information is awaited frQm MiJl. of W&H. 
raised. in di1ferenttypes of cases. Thus,in CIlSeS of acceptance of single fenders 
the powers of the Executive En,meer are proposed to be raised from R.s. 
,,000/- to Rs. 10,000/- and those of the Engilleer-in-Chief/Chief Engineer from 
Ra. I, lalths to Rs. 251akhs. The powers of the Engineer-in-Chief/Chief 
Bnpneer for the work to the lowest tenderer. without the ap'proval of the 
Centrai WorkS AdvisorY Board. are proposed. to be raised fromRs. 25lakhs to 40 
IUbs. The Chief Engineer is aiso proP'Qsed to be given full powers for direct 
purchase of articles required in c"'es of extreme urgenf)' from the whatever 
SOurce they consider advisable 80 long u the rates are at par With or within the 
rates preScribed by DGS&D for the aame articlea oa for articles or similar apeci-
Gations. 
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--------------------------~-----------------------. Deu,ation of powers in DGS & D (Annexure III-C). 
. The pow.!rs of DGS&D for the pUrchase of propriet~y articles by sealed tentterlre proposed to be raised from Rs. Slakhs to Rs. 81akhs in the matter of waiver ofliqufdated demagesfor delays in supply and also for waivil' g of recovery in OIRSof foitses arisihg ou.t of risk /Wrchases, the powerS of the DG ard DOG are'proposed to be raised from Rs; 1,000/- to Rs. 2,SOO/- at'ld from Rs. 100/- to Rs. soo/- respectiVely. 

DelI~aiio":of pouers in the Deptt. of Priting and Stationery (Annexure lII"D) 
The pow...'rs of the various officers in the Deptt. for differen t categories of work are proposed to be raised. For ipstar ce, the powerS of the CCP&S for execution of printing work on tender basis by accepting the lowest quotation, whi~h. are,at Present, limited to cases rot exceedir g the scheduled rate~by more thaD ~% are ptoposed to be increased to cover cases where the quotations do not exceed the scheduled rates by more than 100%. His powerS for execution of ~k .wjPl~lJt calliI' g for tenders are Propos~d to be raised from Rs. 1,000/- to Rs. $,tJ6t!!-. .Sitnilarj~creasesal"e also Proposed in respect of purchase of statio-nery StoJ:es; the pow~rs Qfthe CCP&S are proposed to be raised from Rs. 2 lakhs per item to Rs. 5 faiths per item on each occasion. 

The purchase powelS of the Deptt. of Supply, and other Ministries have been enha[!ced in July 1975. Consequently, the crtire dele-gation of powerS to the D.G., D.D.G. and other officerS in the DG~&D is under review in the Deptt. of Supply, apd this in c1udes the question of raising the powers.ofthe D.G. to make purchases of proprietorY StoreS on Single tender basis. The review also in-cludes the q lestion of increasing the powers of D.G./D.D.G. for waiving the recovery of losses arising out of risk purchases. 

! 
J'irf ' ; Information is awaitcdfnm Mir. of W. ~ H. 

Ruo",,,,entladons of ARC, in modification of those contained in Volume II of The A.R.C.'s observation s have been r.oted. the RIPtI,., of thl Working Group on Financial Rules, uhich are proposed to be ac-ClPteti· . 

(i) Dell,fPtlon of ~i"4IIcial Powers Rules (Annexure II-A). 
Ordln.rily no Govern.ment Property, movable or immovable,should be inSUred. ~tain exception shave, howeVf r, been prescribed. The Workir g GrQUp r;c~Qle,lcled that ~8$CS of departm~ta\ly run comm~ial undertakir gs 3~oUld ~rso be eiempted from (he ban on insu;rat'l ce, ar d in sUran ce ofr aw ma~~. 

Ji 



riats,consun)ab1e Stores, equipment and machinery in transit or in storage in res-
pect9fsuch und9'takings may be undertaken at the discretion of the Head of the 
orga"isation~ A.R.C. do not agree with thisrecoinmendation and have observed 
that the p~b;..bition on insurar ce should not be removed. (Para 19 of Chapter 
V of the .J{eport). 

(ii) Dd"~,, 0/ pO~4r' in Ih, CPWD (Annexure III-B). 

'The Working Group have recommended higher powerS for officers of the 
CPWD invar~ circuJ;UStances. In cases of acceptar> ce oflowest tender, they 
have recow.mendednoch,",ge intheeXistirgeower~whichare Rs. 5,((0/-for the 
Assistant Sl\llnee.-/Assistant Bxecutive Brgineer, Rs. 1 lakh for the Executive 
B'lgittaer ;nd R!I. tQ lakhsfor the Superintending Engineer. The A.R.C. have 
reconlmeridedthlltiO~ease of the poWo!rS of the Assistant Engineer/Assistant 
Bxecutive J;.nSiD.;c.,. to Rs. 10,000/- (Pa.,a 19 of Chapter B of the Report). 

; . ._------_ .. _"-- ----
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... I~ .. l 

CCI.:-
CGiI'" 



SifATEMENT Iii 
"t .. ...... h - b . llko""",nJatiom of thl Working Group on Financial Ru es contained in Volume 1 mhich Gre 1IOt covered ill volume 11 0/ tlteir &r,.,.rl .r i. tie A.It.elt 

R,port on D.kgation for Pinancial and Administrative P(JfJJers which are proposed to be accepted. 

1 2 

R'~ation No. 

,. A comprehensive review and reviSion of those portions of the C.S.Rs. 
which are still extent i.I. mainly the rules relating to the penSions shoUld 
be undertaken and they should be incorporated in a con solidated form in 
• Code. 

_._ .. -.--

3 

The rules relating to pensions have been resviSed IIld CcDt.aJ Qril 
Services (Pension) Rules have bceD issued. 

6. The procedural details relating to the paymen t of penSions should be kept Please see the action tlbn note .,aiDlt S.No. 51 of Appeadix II. • 
at one place only, mainly the Central Treasury Rules. . 

'i. WhenevcranynewprovidentFund is to be constituted, Government The supestion has been Doted. 
should consider whether the existing rules as they stand could with 
suitable adaPtations be applied to that fund. The feasibility of reducing 
the number ohhe Provident Fund Rules should be examined. 

&. In the Fifth Schedule to the G.P.F. Rules, the refcren ce to a head of de- G.P.F. Rules have beea 1llaCGc!eci ac:c:ordin.IJ. 
partment should be to the list as provided for under aCe) of Delegation 
of Financial Powers Rules and not to the list prescribed with reference 
to Supplementary Rules a(lo). 

I,. The existing Central Government Treasury Rules issued in 1941 have Please see the •• don tabQ Dote lIUnBt S. NO.9 of Appendb IL 
become out of date and they are notin their present fOI111, in step with the 
presen t day constitutional and administrative set up. Our suggestions in 
respect of modifications/changes etc. therein are contained in Annexure 
11-& 
A Puller and morl comprehensive revision 0/ the C. T.Rs. is called/or in order 
to bring ill provisions in line with the presmt day arrangemmts and the e"isl
in, administrat.", Iystems. 
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Some.rules 01 the Central T.reasury Rules caUed for substantial changes Please See the acti"L taken note aaaimt S. No.9 of Appendix 11 or deletion altogether. It has not been pos~ible for the Group to suggest 

t in their case the precise form of amendment in the absence of the relevant facts or I\ate. In such cases Government might consider, the consultation with the· appropriate authority in each case, the precise form or shape which these rules should take or their deletion altogether, as the case may be. 
Some amendments or modifications to the C.T.Rs. as suggested by the The suggestion has been Doted for aPPfopriate acticn. Group might conceivably involve consequential amendments to, or changes • . in, other financial rules e.g. the Account Code Vol. II, the G.F.Rs., the C.P. W.A. Code etc. The authorities concern~d should initiate apprc.-

17· 

priate steps in this matter in due course. 
37. The administrative authorities should be empowered so as to be in a posi-tion to sanction minor works as now defined in the Central Public Works Account Code. 
zS. The powers should be delegated to the administrative Ministries (includ-ing Ministry of Works, HOUSing and Supply) to issue 'eXPenditure sanc-tion' in respect of major works costing upto Rs. S lakhs without refelen ce to Finance. The present scheme of 'expenditure sanction' should be modiAed to this eltten t. ~ 



APPENDIX III 

(Reference para 4.8 of the Report) 

Items of work to be handled by Internal Financial Adviser 

The Internal Financial Advisers will be in overall charge of 
Budget and Accounts Section in addition to the internal Finance 
Section. It will be his duty:-

(i) to ensure that the schedule for preparation of budget is 
adhered to by the Ministry and the Budget is drawn up 
according to the instrutcions issued by Finance Ministry 
from time to time; 

(ii) to s~rutinise budget proposals thoroughly before senrtin'g. 
them to Ministry of Finance. 

(iii) to see that complete departmental accounts are maintain-
ed in accordance with the requirements under the F.F.Rs. 
It should in particular, be ensured that the Ministry not 
only maintains account of expenditure against the Grants 
or Appropriations directly controlled by it but also ob-
tains figures of the expenditure incurred by the subordi-
nate offices so that the Ministry has a complete month to 
month picture of the entire expenditure falling within its 
jurisdietion; 

(iv) to watch and review the progress of expenditure against 
sanctioned grants through maintenance of necessary con-
trol Registers and to issue timely warning to Controlling 
authorities where the progress of expenditure is not even; 

(v) to ensure the proper maintenance f)f the Register of Lia-
bilities and commitments as required under the F.F.Rs. 
to facilitate realistic preparation of budget estimates. 
watching of book debits and timely surrender of antici-
pated 'savings; 

(vi) to screen the proposals for supplementary demands for 
grants; 

(vii) to formulate the foreign exchange budget of the Ministry 
and to process individual cases for release of foreign ex-
change in accordance with the instructions issued by 
Department of Economic Affairs from time to time; 
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(viii) to advise the administrative Ministry on all matters fal-
ling within the field of delegated powers. This includes 
all powers other ·than those devolving on a Ministry inl 
its capaicty as Head of office. It p.as to be ensured by· 
Internal Financial Advisers that the sanction issued by, 
administrative Ministry in exercise of delegated powers: 
clearly indicate that they issue after consultation with 
Internal Financial Advisers. 

(ix) to identify, in particular, specific savings in cases of crea-
tion of post and to maintain a Register for this purpose. 

(x) to scrutinise proposals for re-delegation of powers to sub-
ordinate authorities. 

(xi) to keep himself closely associated with the formulation 
of schemes and important expenditure proposals from 
their initial stages; 

(xii) to associate himself with the evaluation of progresslper-
formance in the case of projects and other continuing 
schemes, and to see that the results of such evaluations: 
studies are taken into account in the b4dget formulation; 

(xiii) to watch the settlement of audit!objections, Inspection 
RE!f.?Orts, draf,t audit paras etc; 

(xiv) to ensure prompt action on Audit Reports and Appropria-
tion Accounts, Reports of P.A.C., Estimates Committee: 
and Committee on Public Undertakings; 

(xv) to screen all expenditure proposals requiring to be refer-
red to Finance Ministry for concurrence or comments; 

(xvi) to ensure regular and timely submission to Finance Minis-
try of qu.arterly staff statements and other reports and 
returns required by Finance. 



APPENDIX IV 
(R~ference para-4.14 of the Report) 

No. F. 10 (29)-E(C.ord) 173 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

DEPARTMENT OF EXPENDITURE 
New Delhi, the 6th OctlJber 1975. 

OFFICE MEMORANDUM 

SUSJECT:-Scheme of 'Integrated' Financial Advisers. 

Uncf.er the eXisting Scheme of budgetary and financial control 
aad delegation of powers to Ministries as introduced vide this Mi-
nistry's O.M. No. F. 10 (3) -E (Coord) 167 dated 18th October, 1968, 
the Ministries have an Internal Financial Adviser. who is in-charge 
do their Budget and Accounts Section and is required to be r::onsult-
ed in all cases of exercise of delegated financial powers, and an 
"associate' Financial Adviser based in the Department of Expencf.i-
ture, who is required to be consulted in matters falling outside the 
delegated field. The 'associate' Financial Adviser is attached to a 
group of Ministries. In pursuance of the policy to delegate enhanc-
ed financial powers to the administrative Ministries to match their 
responSibilities and to improve their competence in the field of 
financial management by developing appropriate internal attitudes 
and skills, the question whether the functions of the 'asso~ 

date' Financial Adviser and the Internal Financial Adviser 
eould, with advantage, be integrated in· a single official, form-
ing part of the administrative ministry, has been under consi-
deration. It has been felt that the Financi~l Adviser should be 
associated with the administrative ministry in a large measure 
than at present to enable him to play a more effective and con~ 
tructive role in its developmental activities and should bring his 
financial experties to bear in assisting the Secretary of the adminis-
trative ministry and other senior officers in the planning, programm-
ing, budgeting, monitoring and evaluation functions of the minis. 
try. A scheme of 'Integraten.' Financial Adviser has accordingly 
been drawn up in consultation with Der,;>artment of Personnel and Ad-
ministrative Reforms, the salient features of which are outlined in 
the Annexure. 

M 



2. In the new scheme, the Financial Adviser will be responsible 
both to the administrative Ministry and to the Ministry of Finance. 
With his assistance, the administrative Ministry will be able to 
freely exercise the enhanced powers dele fated under the Depart-
ment of Expenditure O.M. No. F. 10 (13)-E (Coord) 175 dated 10th 
April, 19'75 and, outside the scope of the delegadons, he will func. 
tion under the general guicl.ance of the Finance Ministry. He will 
assist in budget formulation, scrutiny of projects and programmes 
for approval by the Ministry of Finance and post-budget vigilance 
to ensure that there are neither considerable shortfall in expendi-
ture nor unforeseen excesses for which provision has not been made 
either in the original budget or in the revised estimates. The close 
association of integrated Financial Adviser and his staff with the 
formulation and implementation of all proposals involving expendi-
ture should facilitate the more effective discharge of the Financial 
Adviser's responsibility. It is cardinal to the working of the new 
scheme that the Financial Acl.viser should be associated with the 
formulation at schemes from the initial stages. The Financial Ad-
viser will also be responsible for the preparation of the Ministry"s 
performance budget and the monitoring of progress of schemes 
against the budget. The maintenance of an efficient accounting 
system is necessary for this purpose. 

3. In matters involving any deviations from the budgeting and 
accounting procedures, consultation with the Budget Division of 
the Departrpent of Economic Affairs will continue to be obligatory. 
Similarly, in respect of the formulation of the Ministry's develop-
ment plans, Plan Finance Division in the Department of Expendi-
ture would have to be consulted. The Public Investment Board 
(PIB) and Expenditure Finance Committee (EFC) procedure would 
also continue to be applicable, the integrateil Financial Adviser 
taking on the role at present discharged by the associate Financial 
Adviser. The responsibilities of the Establishment Division and 
the Staff Inspection Unit of the Department of Expenditure would 
also not be affected by the proposed changes. 

4. In the first instance, the scheme will be introduced in the faI.. 
lowing MinistireslDepartments: 

(1) Health & Family Planning; 
(2) Works & Housing; 
(3) External Affairs; 
(4) Education" Social Welfare; 
(5, Informationlr Broatleasting; , ~. 1 



'(6) Science & Technology; and 

(7) Shipping & Transport (where the scheme has already, 
been introduced as an experimental measure). 

It is proposed to extend the scheme to other Ministries I Departments 
~on thereafter. 

5. Penmng further consideration of the need for formation of 
'(:entralised or decentralized, single or multiple level cadres of fin-
-ance and accounts, and the scheme for absorption of the present 
:associate finance staff in such cadres, in the initial stage, the Finan-
~ial Adviser, the officers and staff working in the associate Finance 
Divisions in the Department of Expenditure will be transferred to 
the administrative Ministries as follows according to requirments:-

Officers of services other th~n the Central Secretariat Service 
will be treated as on deputation to the administrative 
Ministry insteae of to the Finance Ministry; 

Officers of the Central Secretariat Service including Graci.e I 
and selection grade will be treated as transferred to the 
administrative Ministry; 

Members of the decentralized cadres of various grades of CSS 
will be transferred on loan basis from their present cadre 
to the cadre of the administrative Ministry on a purely 
temporary basis. 

-6. When the scheme is introduced, certain changes will be neces-
-sary in the organisational structure in the administrative Ministry 
.and in the Department of Expenditure. Creation/abolition of some 
posts will be involved. The details of the revised organisational 
'Structure in the administrative Ministry out of the posts and per-
'SOnnel to be transfered from Department of Expenditure to the 
administrative ministry along with the work will be communicated 
to the respective Ministries separately. 

7. The new scheme will be introduced in the Ministries I Depart-
ments mentioned in para 4 as soon as suitable officers to man the 
posts of Integrated Financial Adviser become available. A :,epa-
rate communication will be sent to them in this res:;>ect. 

8. The administrative MinistrieslDepartments are also request~ 
.d to make necessary arrangements for hdUSing ihe additional staR 



to be transferred from the associate Finance Divisions in the same 
building, as such arrangements are essential for the proper func-
tioning of the scheme. 

To 

Sd./ 
N. N. K. NAIR, 

Joint Secy. to the Govt. of India.. 

All MinistriesjDepartments of the Govt. of India. 

No. F. lO(29)-E(Coord)j73. 

1. Copy with 140 copies forwarded to the Comptroller & Audit« 
General of India for information and circulation to all Accountants 
General. 

2. Copy forwarded also to: 
(i) Deptt. of Economic Affairs (Budget Division). 
(ii) Deptt. of Personnel & Administrative Reforms. 
(iii) ~\.ll Heads of Divisions and all officers anrl. Branches in 

the Deptt. of Expenditure. 
(iv) Defence Division. 

Sd.j 
J. S. BAJAJ, 

Deputy Secy. to the Govt. of India. 

ANNEXURE 

SALIENT FEATURES OF THE SCHEME OF 'INTEGRATED' 
FINANCIAL ADVISER 

. (I) The post of Associate Financial Adviser in the Ministry of 
Finance (Department of Expenditure) and Internal Financial Ad-
viser in the administrative ministry will be amalgamated and there 
will be a single 'integrated' Financial Adviser of the rank of Joint 
SecretaryjAdditional Secretary for the ministry, who will be a part 
of the Ministry itself. 

(II) The integrated FA will be selected jointly by the ad minis-
tartive Ministry ann the Finance Ministry although he will be un-
der the control of the administrative ministry which appoints him. 
The assessment of his performance (i.e. the writing of the annual 
confidential report) will be made jointly by the administartive 
Ministry and the Finance Ministry, for which suitable a.!range-
"ment will be devised separately. 



(III) The integrated Finance Division will be constituted out,of 
the pJ;'e~nt complement of the staff sanctioned for the Internal 
Finance in the concerned Ministry and the associate Finance in the-
Department of Expenditure with some minor changes. Stafi on 
the associate Finance side will also be borne on the establishment 
of the administrative ministry concerned. 

(IV) The officers and staff of the integrated Finance Division 
would be required to have a background and training in Finance 
and Accounts and would be appointed in consultation with the FA 

(V) FA and his staff. will function from the administrative Minis-
try and they shall, as far as possible have their office located in 
that Ministry's building. 

(VI) The integrated FA would be consulted in all cases before 
the exercise of the delegateci. powers. It will, however, be open to-
the administrative Secretary to over-rule his advice by an order in 
writing, as provided at present under the scheme of Internal Finan-
cial Adviser. In matters beyond the powers delegated to the minis-
try, the integrated FA shan be responsible to and have right of 
access to the Ministry of Finance and to the Finance Minister 
through the Secretary (Expenditure) IFinance Secretary. 

(VII) If any important change in the duties and functions of In-
tegrated FA is contemplateci., apprnval, of the Ministry of Finance 
will be necessa.ry. 

(VIII) The scheme will be introduced in three phases viz. 

FIRST PHASE: 

The Associate Finance set up of the Deptt. of Expenditure will 
be placed under the Secretary of the administartive ministry along. 
with the FA i.e. all the relevant posts new in the Department of 
Expenditure will be transferred to the administrative ministry. 
Simultaneously, Internal Financial Adviser of the administrative 
ministry with his staff hitherto working directly under the Secre-
tary will be placed under the integrated FA. 

SECOND PHASE: 

After a brief period, not exceeci.ing three months, of working :>f 
the transitional arrangements in the first phase, there will be com-
plete integration of Associate Finance and Internal Finance wings 
under the integrated FA and the working. of the Division, as a 
whole, will be streamlined and rationalised so as to avoid any 
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overl~ping of ~unctions. The process of the same officers at the. 
lower levels attending to both Associate and Internal Finance func~ 
tions will start as early as possible and will be completed within a 
period !lot exceeding 3 months of the introduction of the first phase;. 
and 

THIRD PHASE: 

The integrated Finance Division will switch over to the Desk 
Officer system as quickly as possible. This system will apply to 
financial anvice functions. The accounts & budget work will con-
tinue to be handled under the conventional system with suitable· 
adaptations. 

(IX) On the introduction of the system, not only the Finandal 
Adviser but also the next officer below him of the level of DirectOl'I 
Deputy Secretary would simultaneously deal with both in~ 
and associate finance functions. 
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APPENDIX V 

Summa.'ry of recommendations/observations conta:in.ed in the Report 

Reference to 
S. No. Para No. of 

the RepOlt 
Recommendation I observation 

1 2 

1 2.5-2.6 

2.13-2.14 

3 

The Committee note that according to Gov-
ernment's own admission contained in the draft 
Fifth Five Year Plan, the slow progress in the 
pace of investment in the Fourth Five Year Plan 
in respect of some of the sectors hac1, been due 
to inadequate preparatory work i.e., non-pr€(lara-
tion of feasibility studies, etc. The Committee 
regret t~ observe that in spite of these observa-
tions, the administrative Ministries have not 
been able to prepare a shelf of projects in 
several sectors like Drugs and Pharmaceuticals 
etc. for expediting investment decisions during the 
Fifth Five Year Plan. 

The Committee consider that with the devo-
lution of powers to the administrative Ministries 
and the introduction of the scheme of Integrated 
Financial Adviser, it should be possible for the 
administrative Ministries to expedite the pre-
paration of shelf of projects \ schemes. In fact, 
the Committee expect that the administrative 
MInistries should carry their thinking beyond the 
formal preparation of schemes\projects and 
should have a more critical look at these projects \ 
schemes, keeping in view the requirements of 
the developing economy, the constraint of 
resources both money and material, availability 
of expertise artd know-how etc. so that cogent 
proposals are put forward for implementation. 

The Committee consider that in order to 
enable the administrative ministries \ public 
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undertakings to undertake long term planning of 
men and materials, etc. in regard to their pro-
jectsJschemes on a realistic basis, it is essential 
that they should have broad indications of the 
funds likely to be available over a reasonable 
period of time, say for the next five years. The 
Committee, had, therefore, stressed the neer1. for 
preparing forward looking budgets in their 24th 
Report (1972-73) so that advance planning of 
schemesJprojects both in financial and physical 
terms can be taken up seriously in time by the 
administrative Ministries and other authorities 
concerned. This recommendation was reiterated 
by the Committee in their 4·8th Report (1973-74) 
wherein they had urged Government to make 
every effort to improve the technique of forward 
planning of men and materials to obviate any 
shortfall in the achievement of targets in the 
Fifth Five Year Plan. 

The Committee need hardly point out that 
the preparation of feasibility reports etc. is both 
a time-consuming and money consuming process. 
It is, therefore, necessary that reasonable assur-
ance of the projects going through should be 
available a few years in an,vance to facilitate the 
work regarding projectsJschemes being taken up 
in right earnest. The Committee find that 
though the Government accepted the recommen-
dation of the Committee to have a forward look-
ing budget, nothing substantial has been done in 
this behalf. This may well be due to the reason 
that economic difficulties of an unprecedented 
magnitude had overtaken the country in recent 
years. Now that conditions have been brought 
to near normalcy, the Committee would like the 
Ministry of Finance to pay earnest attention to 
the Committee's recommendation to frame a for-
ward looking budg.et It should give broar\ indi-
cation of the likely availability of resourc-=:s and 
estimated expenditure for the next three to five 
years. The Committee consider that if this 
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3 2.32-2.33 

102 
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exercise is done on an yearly basis, it would nol. 
only provide Government with basic data aBO 
material to refine their budget proposals but. 
would also bridge the gap and the period of 
suspense which invariably intervenes between 
the cessation of one Plan and the commence-
ment of the next Plan. 

The Committee note that no expenditure can 
be incurred on a new schemelproject at present. 
without the Ministry of Finance having scruti-
niserl and accepted it. They regret to note that. 
there have been inordinate delays in tile scrutiny 
and sanctioning of the schemes by the Ministry 
of Finance resulting in delay in their implemen-
tation. Although the Administrative Reforms. 
Co~mission suggested a time limit of three 
months for the approval of the schemes by the. 
Ministry of Finance which was accepted by Gov-
ernment, the schemes have in several cases, 
remained under consideration of the Ministry of 
Finance for more than a year after their first 
submission. A large number of back references 
had been made by the Ministry of Finance at 
various levels to the administrative ministries. In 
some cases, these references had been made 8 to-
9 times calling for additional information on 
various points instead of raising all points in one· 
consolidaterl reference. It may be that some of 
these back references were due to the Ministry 
of Finance going into matters of details which 
could have been better left to the admiinstrative 
ministries concerned. 

The Committee would like Government to· 
bring it home to all officers responsible for 
processing proposals\scheme that delays can 
prove very costly and can act as a drag to the-
development process. It is, therefore, impera-
tive that all proposals are processed and finalised' 
with due expedition and prudence. 



(2) 

2.34 

2.41 

103 
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The Committee have been informed that in 
regard to inclustrial projects, new detailed guide-
lines have been formulat:!d for the preparation 
of feasibility Reports to i'educe the large num-
ber of back references to administrative minis-
tries calling for additional information. The 
Committee'consider that the introduction of the 
system of Integrated Financial Adviser will 
enable the Ministries to undertake themselves 
the detailed financial scrutiny that hitherto had 
been done in the Department of Expenditure. 
The Committee need harcUy point out that mere 
laying down of guidelines or introduction of the 
system of Integrated Financial Adviser are not 
by themselves going to achieve the objective of 
speedy processing and scrutiny of projects un-' 
less there is a purposeful and close sense of 
involvement by all concerned from the initial 
stages to work out meaningful details and 
finalise the projects which will be in the best 
national interest. The Committee hope that the' 
revised system will expedite the process of for-
mulation and implementation of the projects I 
schemes. They would, however, like to judge· 
the revised system by the results achieved. 

Thp. Committee note that in the case of 
Plan schemes, the ar\ministrative Ministries are· 
required to furnish to the Planning Commission 
the broad details of the ichemes including the' 
estimates for obtaining their approval. These 
schemes are discussed in the annual plan discus-
sions at which the Ministry of Finance is also· 
represented. On the basis of the information 
furnished by the Ministries and after taking into 
account the priority of the schemes·, the Planning 
Commission accepts theSe schemes in principle 
and fixes the total outlay thereon. These schemes 
are also required to be submitted to the Ministry 
of Finance for sanction. The Committee consider 
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2.42 
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that there should be an integrated examination 
of the broad details of the schemes, including 

r the financial implications before these are ap-
\ \proven and outlays fixed therefor by the Plann-

'J ing Commission. The detailed scrutiny and the 
sanctioning of expenditure on these schemes 
thereafter should be the responsibility of the 
administrative ministries concerned. 

The Committee emphasise that there should 
be a meaningful and speedy scrutiny of the 
programmes i schemes. In undertaking the scru-
tiny the follOWing aspects should be prominently 
kept in view:-

(a) the purposesiobjectives which are pro-
posed to be served by the schemes and 
their relative importance keeping in 
view the planned targets and priorities. 

(~,) whether the programmeischeme serves 
best the objectives in view on the basis 
of the cost-benefit analysis or whether 
aJternative programmes could serve the 
same objectives with less expenditure 
within the same time frame. 

(c) whether suitable normsistandarns or 
other performance indicators have been 
included as an integral part of the 
sroeme to provide the basis for effective 
management control and evaluavon of 
the programmeischeme after its comple..-
tion. 

2.43 In recent years it has come to be n.cognised 
that the ultimate responsibility for both econo':llY 
and efticiency must be placed squarely on the 
shoulders of administrative Ministries i Depart-
ments. Centralisation of authority h"l regard to 

-----------------
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detailed scrutiny and approval of individuaI 
schemes in the Ministry of Finance leads not only 
to delays but also results in escalation of costs. 
of schemes ! projects. The Committee, therefore, 
con~ider that the Ministry of Finance shoulo. 
retain functions in conformity with their respon-
sibility for providing broad guidelines and over-
all financial control through sanctioning of 
funds and making budget allocations to . the 
administrative ministries, taking into considera-
tion the availability of resources, the competing 
demands of, the various Ministries!Departments 
and plan priorities and the progress of the on 
going schemeslprojects both in physical and 
financial terms. 

The Committee have no doubt that the 
introduction of the system of Integrated Finan-
cial Adviser will provide the requisite expertise 
to the administrative ministries for detailed 
scrutiny of the projects. The Ministry of 
Finance, if necessary, could issue suitable guide-
lines to ensure proper approach in scrutinising 
and sanctioning of the schemes. 

The Committee would suggest that the 
points about the feasibility and economics of 
the project which are taken into consideration at 
the time of scrutiny by the Public Investment 
Board may be specifically brought to the notice 
of the Ministries and Integrated Financial Advi-
sers, so that these are kept in view ab initio 
while projects I schemes are being processed in 
the administrative Ministries. This would not 
only save time but would make for meaningful 
examination of the proje~ts/schemes. 

The Ministry of Finance should also develop 
suitable parametres for the evaluaikln of the 
programmes after their completion to determine 



(l) (2) 

11. 3.14 

12. 3.15 

106 

(3) 

the efficiency and economy in execution and to 
see how far tbe objectives have been fulfilled as 
envisaged. On the basis of such evaluation, 
u~eful points of general application could be 
cullen out which could be gainfully utilised to 
ufdate the guidelines mentioned in the earlier 
paragraph. 

The Committee cannot over-emphasise the 
need for rationalisation of methods of work 
adopted by the various MinistrieslDepartments 
and of evolving scientific work norms. Rationali-
sation of methods and fixing of norms is essen-
tial not only for effecting economy and improv-
in?: overall efficiency in the Departments but for 
settir.g targets and measuring performance also. 
Moreov€!" it would be in the interest of Ministry/ 
D::-pal"tment themselves to have such norms to 
di:;-pel a general feeling that the Government 
D~partments are over-staffed. 

The Committee note that the staff Inspection 
Unit 01 the Ministry of Finance has evolved 193 
norms, covering about 4-5 lakh employees work-
ing in house keeping sections which have been 
circulated for adoption to the various Ministries I 
Dp.p1rtments. The Committee are however con-
cerned to note that although in pursuance of the 
cl.elegation orders issued in June, 1962. Internal 
'Work Study Units have been set up in 34 
Ministries/Departments, progress made in 
re~ard to evolution of work norms by these units 
even after a lapse of thirteen years has been 
tardy. They further find that although these 
Internal Work Sutdy Units were required to 
dnlw (.y('~ical programmes for conducting such 
studies and were to send copies of such pro-
glalTlmeS as well as their study reports to the 
Staff Inspection Unit of the Ministry f'f Finance 
the programmes and. reports are not being sent 
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regularly by these Units. The Committee regret 
that the Ministry of Finance also did not keep a 
wat!'h in regard to the receipt of such program-
mes and reports to ensure that suitaBle time 
bound programmes for work studies are actually 
drawn up by the Internal Work Study Units and 
that studies carried out are in accordance with 
such prcgrammes. The Committee urge that 
scientific work norms studies should at least now 
be carried out according to a time bound pro-
gramme by all the MinistrieslDepartments in 
respect of the various jobs. The Ministry of 
Finance :md the Department of Administrative 
Reforms should help the Ministries in carrying 
out such studies by providing guidelines in re-
gard to the methodology to be adopted and train-
ing the personnel for conducting such studies. 

The Committee consider that evolution of 
norms I:;; a pre-requisite to the delegation of 
further powers to the MinistrieslDepartments for 
crEation of posts as the existence of suitable 
work nor:T.s could serve as a parameter for 
lodging the requirements of the Ministries/ 
Departments for additional staff. 

The Committee suggest that the 0 & M Unit 
in each Ministry should form an integral part of 
the Integrated Financial Adviser's division. This 
would hcip in aeveloping normslstandards which 
would be objective and would fully take into 
account the cost-benefit factor. 

The Committee also consider that there 
shoulri be a standing Committee of representa-
tives cf the Ministry of 'Finance and Department 
of Administrative Reforms, not below the rank 
r,f JIJint S(lC'retary, which should review once in 
six months the progress made in the evolution 
of norm;; and standards and the rationalisation 
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16 3.19 

17 3.22 

of stufI. The Committee also consider that the 
evolution of normsJstandards would be an effec-
tive jnstrmnent for regulating staff strength of 
the DepartmentJMinistry for dealing with any 
proposals for additional staff. 

The Committee find that the Administrative 
Reforms Commission suggested in September, 
1969 the introduction of the 'desk officer' system 
as a part d the scheme for re-organising the 
internal pattern of work in Ministries. They 
regret to note that it was only in January, 1973, 
i.e., after a lapse of five years that the Govern-
ment accepted in principle the recommeno.ation 
of the CO'Tlmission and decided to introduce the 
scheme in a phased manner. The Comm~ttee also 
find that a'though it was decided that the 'desk 
officer' system should be effectively installed in 
at least O!1e wing of a MinistryJDepartment by 
31st Mar;:h, 1974, the prOgl:ess made in this regard 
has not been satisfactory_ It is now proposed to 
introduce the system in various ministries/ 
Departments in a phased manner in a perioo. of 
five years during 1975-79. The Committee 
desire that the 'Desk Officer' system should be 
extenced (~xpeditiously to cover all the wings of 
the Secretariat that can be brought under it to 
effect rationalisation in staffing and to make the 
admini.stra":ion more action-oriented. The Com-
mittee su~gest that this system should be parti-
cularly introduced in Departments having public 
dealings or where schemes/projects have to be 
executed with expedition and according to a 
time bound programme. 

The Committee are surprised to find that 
inspite of recommendations made by the Group 
of Ministers as early as 1973 no action has been 
taken by Government to enhance the powers of 
the indentL'lg departments in respect of direct 
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purchase of stores and the matter is awaiting 
consideration by the another high powered Com-
mittee set up in December, 1974. The Com-
mittee regret to note the inordinate delay in this 
regard. If any discussion at high level WM 
required, it should have been completed well in 
time and concrete proposals for delegation of 
enchanced powers in regard to direct purchase 
of stores etc. evolved by now. 

The Committee would like to point out that 
genuine difficulties are being experienced by the 
Ministries/Departments due to lack of adequate 
powers in regard to purchase of stores and spare 
parts for m~.chinery. For example, in Border 
Roads Organisation, vehicles and equipment of 
the value of Es. 2.46 crores were lying unutilised 
as on 31st March, 1975 for want of spares. This 
is by no means an exceptional case. The Com-
mittee nEf~d hardly point out that the essential 
criteria in delegation of financial powers is the 
cost-benefit factor. It is obvious that if the 
administrative Ministries/Departments have the 
authority to procure requisite stores, spares, etc. 
not only v;ill they be able to maintain the equip-
ment and machinery in fully operational condi-
tion but this would also greatly bring down the 
heavy inventories which are built up by the 
Government organisations due to a feeling of 
uncertainty about the timely availability of 
stores ann spares. The COIIl1llittee desire that 
with the introduction of the system of integrated 
Financial Adviser, suitable procedures s~ld be 
evolved whereby it is possible for the Ministriesl 
Departments to purchase expeditiously essential 
stores and spare parts f.or machinery and equip-
ment as per the procedure to be prescribed in 
this behalf to safeguard public interest. The 
Committee would like to be informed of the 
concrete action taken in this regard. 
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The Committee are concerned at the inordi-
nate delay in the issue of guidelines for the 
classification of expenditure as plan and non-plan~ 
As early as October, 1971 the Team appointeq by 
Government to consider certain matters relating 
to Accounts and Budget Heads suggested laying 
down of suitable guidelines in this regard. TIle 
Coml:1ittce also in their 24th Report (1972-73) 
as well as in their 48th Report (1973-74) stressed 
the urgency of finalisation of these guidelines. It 
is unfortun~te that these guidelines have not 
been finalised so far although the representative 
of the Planning, Commission had informed the 
Committee in October, 1972 that these were 
expected to be finalised by the end of the finan-
cial year, 1972-73. 

The Committee are unable to appreciate the 
reasons for the prolonged delay in issuing the 
guinelines when according to the Secretary of 
the Ministry of Finance, there is a 'practical 
working arrallgement' regarding the items to be 
included under plan and non-plan expenditure. 
They urge that the guidelines for classification 
of expenditure as plan and non-plan should be 
finalised without any further delay and issued 
for the guidance of the Ministries/Departments 
so that developmental work does not suffer 
because of the present ambiguity regarding 
classification. 

The Committee need harr11y point out that a 
clear definition of plan and non-plan expenditure 
would also hE'lp in the proper classification for 
prepal'ing the performance budgets and evalua-
tion based thpreon. 

The Committee note that at present the 
Administrative Ministries/Departments h9.ve· 
generally the powers to. sanction and write off 
losses of stores upto Rs. one lakh prOVided the-
loss is not due to theft, fraud or negligence anlf 
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upto Rs. 25,000 in other cases. All cases above 
these amounts are sent to the Ministry of Finance 
for sanction. The Committee feel that in the 
matter of loss of stores, the responsibility should 
be placed squarely on the administrative Minis-
tries/Departments to make a thorough and sear-
ching investigation of such cases, t.o sanction 
write off of losses and tot apply the lessons learnt 
therefrom to prevent the recurrence of such 
cases in future. 

One of the reasons advanced for retaining 
powers by the Ministry of Finance in this re-
gard is that they have to see whether such a 
loss was not due to any basic lacuna in the sys-
tem itself. The Committee consider that this 
Qbjective can be achieved by calling a periodical 
statement of losses together with reasons there-
for and examining them to see if they reveal 
any defects in the system of work or any lacuna 
in the rules etc. Thereafter suitable action can 
be taken by the Ministry of Finance to devise 
remedial measures in the &hape of issuing guide-
lines or the amending of rules etc. 

The Committee recommend that in the light 
Oil the above and the introduction of the system 
of Integrated Financial Adviser, Government 
may consider the question of suitably enhan-
cing the powers of the Administrative Ministries 
to write-off losses of stores. This should, how-
ever, not preclude any thorough jnvestigation 
or probe being conducted by Ministries/Depart-
ments, where there are heavy losses, to pin-

. point responsibility and to obviate the chances 
of their recurrence_ . A periodical statement 
should be submitted to the Ministry of Finance 
shQwing the reasons for the! losses and the re-
medial measures taken to ensure that such 
losses do not recur. 
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that the powers delegated to subordinate organ-
nisations should be regularly reviewed once a 
year tID see that these suit the changed cirCWllS-
tances. 

The Committee further suggest that a com-
prehensive review should be carried out in the 
last year of the Five Year plan to identify cons-
traints and difficulties which may have come 
in the way of speedy implementatiQIl of the 
schemes/projects with a view to SUitably en-
hance the powers so that these difficulties are 
not experienced in the ensuing plan period. 

The Committee emphasise that while it is 
essential that there should be adequate delega-
tion of powers to avoid delays, it is (.'qually 
necessary to ensure that the powers dele-
gated to various MinistrieslDepartment and 
subordinate offices are actually exercised by 
the officers at various levels. The unwilling-
ness among officers to accept responsibility and 
to refer up the cases should be discourages by 
the higher officers refusing to entertain cases 
where the lower authorities have adequate 
powers to take decisions. The officers at all 
levels should be made to realise that they will 
not be allowed to play safe and shift the res-
ponsibilities on others but would have to take 
decision on matters falling within their juris-
diction. The Commi~ee would like to point 
out that one of the ways to ensure that the 
delegated powers are actually exercised is to 
create a proper atmosphere for it. The dele-
gation of p<ltwers should be in clear and precise 
terms and the officers should be consciously 
encouraged to develop initiative and take deci-
sions. It is essential that the officers are ins-
tilled with confidence that methodical and CQIlS-
cientious carrying out of duties and exercise of 
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powers entrusted to them, will bring recogni-
tion and ommissions and mistakes made bona-
fide, in the normal course, would not be held 
against them. 

26 3.67 The Committee need hardly suggest that 
prOiper training with the help of case studies 
would promote understanding and exercise of 
powers with dUe prudence in the larger public 
interest at all authorised levels. 

27 3.68 The Committee also desire that specific men-
tion should be made in the confidential reports 
of the officers about their capabilities and per-
formance in the exercise of authority entrusted 
to them in the interest of timely and speedy 
disposal of work. 

28 4.26- The Committee note that the scheme of In-
4.27 ternal Financial Advisers has not fully subser-

ved the objectives with which it was set up. 
For instance, in regard to the proposals for 
submission to the Finance Ministry "either the 
Internal Financial Adviser was not assOtCiated 
at all with such proposals or his scrutiny was 
redundant and did not have any significance". 
Similarly, this system has not worked well in 
regard to the maintenance of up-to-date ac-
counts and watching the progress of expendi-
ture against sanctioned grants. 

The Committee consider that with their past 
experience of such schemes since 1958, the 
Ministry of Finance should have taken neces-
sary measures to ensure that this scheme as am-
plified in 1968 with high hopes, was actually 
implemented in letter and spirit so as to achieve 
the objectives in view .. It is unfortunate that 
neither the administrative ministries nor the 
Ministry of Finance kept a critical watch con-
temporaneously on the working of this scheme, 
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and it is only now after a lapse of seven years. 
that the Ministry of Finance have revised it in 
order to introduce the system of Integrated 
Financial Adviser. 

The Scheme of Integrated Financial Adviser 
is claimed to be an improvement on the earlier 
scheme of Internal Financial Adviser. The suc-
cess of this scheme would, however, depend on 
the manner and the spirit in which it is imple-
mented. The Committee need hardly point out 
that in the implementation of this scheme, the 
Secretary, Ministry o.f Finance, the Secretary of 
the administrative Ministry and the Integrated 
Financial Adviser have to play an important 
role. It is they who have to devise suitable 
measures for the implementation of the scheme 
in letter and spirit so as to achieve the desired 
results. The Committee stress that the Gov-
~rnment should put to effective use the ex-
perience of the working of such schemes since 
1958 and keep a contemporaneous and vigilant 
watch on the implementation of the new scheme 
of Integrated Financial Adviser so as to resolve 
speedily difficultieslproblems which may be 
encountered in the interest of achieving the 
objectives underlying it. 

30 4.31 (i) The success of the scheme would depend 
laJl'gely on the attitude, orientation and lead 
~ven by the officers selected as Integrated 
Financial Advisers. Such officers should have 
wide experience of administrative matters in 
the field as well as o.f finance and accounts so 
that they can really play an effective and cons-
tructive role and bring their expertise to bear 
in assisting the Secretaries of the Ministries in 
carrying out the developmental programmes 
with economj' and e1liciency. They have to 
assist the administrative Ministries in planning. 
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budgeting and reviewing their schemes. In 
fact, these officers have to involve themselves 
fully in the activities of the Ministries con-
cerned. They should help in removing the in-
hibiting factors to the full exercise of delegated 
powers by the administrative Ministries. 

31 4.31 (ii) The Integrated Financial Adviser should help 
in selecting the best suited and most viable 
schemes out of various alternatives or shelf of 
St:hemes. He is not merely to point out the short-
comings and lacunae in the schemes but has to 
playa positive and constructive role in advising 
and assisting the administrative Ministries in 
the formulation and finalisation of their schemes 
expeditiously and on sound economic principles. 
His advice/suggestions should be based on objec-
tive criteria such as cost-benefit analysis. He-
should also help in development of management 
techniques based on evaiuation of financial im-
I;?lications/ effects. 

32 4.31 (iii) Suitable accounting and reporting system 
should be devised in each administrative Minis-
try to ensure sound financial management. The 
reporting system should be such that delays are-
reported for immediate attention and adoption 
of remedial measures. There should be an effec-
tive organisation for monitoring the progress t)f 
schemes to see that the actual progress made is 
in accordance with the targets therefore. In cases 
of variations, the reasons should be analysed 
and bottlenecks, if any, removed. Performance 
appraisal techniques should also be devised to 
ensure that the results achieved are cqmmen-
surate with the expenditure incurred. 

33 4.31 (iv) Quarterly reports should be submitted to the-
Ministry of Finance regarding the progress made-
in the execution of major schemes and eJOPendi-
ture thereon 'Vis-a-vis the tar gets / estimates origi-
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nally fixed therefor so as to keep the Ministry 
of Finance informed about the progress of the 
schemes both in physical and financial terms to 
enable them inter alia to have an overall view of 
public expenditure. 

34 4.31 (v) Suitable measures should be devised to see 
that the expenditure is evenly distributed 
throughout the year so that there is no rush of 
expenditure towards the end, which usually 
results in wasteful expenditure . 

. 35 4.31 (vi) Comprehensive schemes should be drawn up 
for organising proper training and orientation 
courses for the Integrated Financial Adviser as 
well as the other officer'S and staff of th'~ Divi-
sion, particularly in areas like long range 
planning, capital budgeting, management ac-
counting etc. Regular refresher courses should 
also be provided for them . 

. 36 4.31 (vii) There may be periodical interchange of offi-
cers between the financial wing and other wings 
of the administration. This will not only eI}rich 
the experience of those who are thus inter-
changed but the financial advice given by per-
sons having administrative experien~e, will be 
more practical as they will have necessary Qers-
pective to appreciate the difficulties of officers 
in charge of administering and executing pro-
grammes. 

:;37 4.31 (viii) One of the criticism against Internal Finan-
cial Advisers was about making of references to 
the Ministry of Finance even where the Internal 
Financial Advisers had the necessary authority 
to clear the case. The Committee would like to 
stress that to make the new scheme of Integrat-
ed Financial Advisers a success, it should be 
ensured from the very beginning that the dele-
gated powers are fully exercised and making of 
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unnecessary references to the Ministry or 
Finance should be considered as a sign of unwill-
ingness to shoulder the responsibility. 

The Committee have been informed that 
the new system of Integrated FInancial Adviser 
was expected to start functioning in 12 Minis-
tries /Departments by the 1st Al;?ril, 1976 and 
would be extended to all the Ministries/Depart-
ments during the course of the year 1976-77 ex-
cept in the case of some miscellaneous group of 
Ministries/Departments where it is felt that 
these are too small to have separate financial 
advisers. Th~ manner in which the financial ad-
vice work for these Departments/Ministries 
should be handled have not yet been decided. 
The Committee would stress that effective 
measures should be taken by the administrative 
MIDistries/Ministry of Finance to ensure that 
the scheme is actually introduced in the 12 min-
istries from the 1st April, 1976. They would also 
like that sp~cific time schedules are fixed for 
introducing this scheme in the remaining major 
ministries / dEQartments duril'g the course of the 
year 1976-77. The Cbmmittee would also like 
Government to take an early decision regarding 
the manner in which the financial advice work 
in the smaller departments would be handled 
where the scheme of integrated financial adviser 
is not proposed to be introduced so as to remove 
uncertainty in this regard. 

The Committee further desire that the 
Finance Secretary should hold a meeting with 
the Integrated Financial Advisers after three· 
months of the introduction of the scheme i.e. in 
July, 1976 to review the progress of the working 
of the scheme and to remove bottlenecks, if any, 
experienced by the Integrated Financial Advisers-
in the implementation of the Scheme. There .. 
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after, such meetings may be held every quarter 
till such time that the scheme is successfully 
implemented. 

The Committee would like to stress that the 
scheme of Integrated Financial Advisers poses 
a challenge as well as affords ar. opportunity to 
the Secretaries of the Administrative Ministries 
to implement their developmental programmes. 
They have to ensure that the schemes and pro-
jects are well f<ormulated and implemented with-
in stiplated time schedules as the plea for the 
delay in awroving and sanctioning of the 
schemes on the part of the Ministry of Finance 
will no longer be tenable. It is for them to 
devise suitable management information system 
in consultation with their Integrated Financial 
Advisers, so as to keep a close watch on the pro-
gress in the implementation of major schemes in 
the field both in physical and financial terms, 
and resolve bottlenecks, if any, in their timely 
implementation. They may also undertake 
evaluation of the performance of schemes/pro-
jects to see that the benefits accruing from their 
execution are in accordance with the objectives 
aimed at anc! ar'e commensurate with the eXQen-
diture incurred. 

The Committee ho;:>e that the new scheme of 
Integrated Financial Advisers would make a 
qualitative difference in the functioning of the 
Ministries /Departments and would set in motion 
a new dynamism in the working of Ministries/ 
Departments in the matter of expediting the for-
mulation, approval and execution of schemes/ 
programmes and their evaluation. 

5.11 The Committee note that under the existing 
system the Ministries are required to submit 
periodically to the Ministry of Finance staff re-
turns and 'Copies of ce-rtain financial sanctions in 
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regard to re-awropriation of funds, contingent 
expenditure. etc. This elaborate reporting system 
does not appear to have served any useful pur. 
pose. The Committee have been informed that 
after the introduction of the scheme ot Integrat-
ed Financial Advisers, the reporting in such 
matters would be made to the Integrated 
Financial Advisers and not to the Ministry of 
Finance. The Committee consider that if the 
reporting system is to serve any useful purpose 
it should be such that the essential data on the 
financial as well as physical progress of the 
schemes/programmes is contemporaneously 
available to the administrative Ministries/De-
partments. The Ministries should evolve a sys· 
tem which would enable them to keep a special 
watch on crucial and strategic points and to 
take ;;;>rompt remedial action. 

The Committee further consider that a de-
tailed review of the reports presently obtained 
from various tiers of management is called for 
so that standard formats as to the eontents for 
reporting. frequency o:ll repvrts and their origi-
nating and destination points could be laid out 
to meet the requirements of a developing eco-

~ nomy. I 

The Committee also stress that the imple-
menting agencies should also periodically eva-
luate their programmes/schemes to see whether 
the results achieved and benefits accrued are in 
accordance with the objectives aimed at and are 
commensurate with the expenditure incurred. 
With the introduction of Integrated Financial 
Advisers, it should be possible for the Secretary 
of the Ministry/Department to have periodical 
reviews, say once in a quarter but not less than 
once in six months, to see how far the physical 
progress made is in consonance with the flow of 
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expenditure. For example, it should be possible 
to prepare a meaningful memorandum to bring 
out how cash, draw back of duties and other in-
centives given in the interest of steQping up ex-
port of manufactured and semi-manufactured 
commodities hav'e resulted in actual increase (in 
physical as well as monetary terms) and how far 
the contribution made from the Ex\!hequer to 
earn more foreign exchange is justified. To take 
another example, the price of different types of 
fertilisers has been varied from time to time by 
Government with a view to encourage its off-
take in the interest of increased agricultural 
production and for ensuring balanced nutrient 
inputs for the soil. It should be possible by suit-
able accounting methodology to produce a flow 
chart showing the ;actual off~'take, the burden 
borne by the public exchequer by way of sub-
sidy and the results achieved by way of increas-
ed agricultural production so as to apply "on 
course" correctives without loss of time. The 
Committee stress that important schemes and 
projects should be so prepared and finalised, 
with the assistance of Integrated Financial Advi-
sers, as to throw- up identifiable parameters to 
judge the effectiveness of regulated expenditure 
and direction and enahle the management to-
meaningfully monitor the actual progress made 
in the field and apply "on Course" correctives, 
as required. 

The Committee would fUrther stress that for 
proper evaluation of schemes/programmes it is 
essential to have an effective organisation for 
monitoring and evaluation. They regret to note 
that inspite of stress laid in the draft Fifth Five 
Year Plan, the progress in this regard has not 
been 'Satisfactory. Many of the Central Minis-
trios have not yet set up these monitoring cells. 
Similarly, many of the State Governments have 
also not set up these cells although under a 
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central scheme, the State Governments are re-
imbursed two-third of the expenditure incurred 
on the setting up of these monitOring cells. The 
Committee recommend that urgent steps should 
be taken for setting up effective cells staffed 
with suitably trained personnel for monitoring 
and evaluation of the schemeslprojects at vari-
ous levels. 

The Committee also recommend that the 
Planning Commission should also make a regular 
periodical evaluation of the on-going programmes 
to see how far the planned targets have been 
achieved and served the desired objectives. The 
decisions in regard to further investment in 
these programmes/schemes should be taken on 
the basis of such evaluation. 

The Committee had recommended as early as 
1957-58 that performance-cum-programme sys-
tem of budget would be ideal for a proper 
appreciation of the schemes and outlay includ-
ed in the budget especially in the case of large 
scale developmental activities as such a budget 
focusses attention on the accomplishment, the 
general character and the relative importance of 
the work to be done rather than upon the means 
of accomplishments. Further, this system facili-
tates a review of the performance of the proposed 
prog'l'ammes and is particularly suited to the re-
quirements of overall budgetary planning. Again, 
in their 24th Report (1972-73), the Committee 
had stressed that all the stages for making 
performance budget a useful document should 
be completed without further delay and concrete 
action taken to see thaJ performance budget is 
prepared by all Ministries/Departments which 
are charged with developmental and other plan 
activities. The Committee regret to note that a 
long time has been taken in introducing perfor-
manCe budgeting in the Ministries/Departments. 
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Even though 32 Ministries/Departments have 
prepared and presented performance budgets 
during 1975-76, there are still large gaps in the 
presentation of useful data in these budgets as 
admitted by Government. The technique of per-
formance budgeting is deficient in various vital 
matters as pointed in Para 5.21 above. For 
example, there is no correlation between inputs 
and outputs, unit cost data had not been worked 
in respect of important programmes, Scientific 
norms and standards have not been evolved, 
targets and achievements have not been indicated, 
techniques of performance budgets have not 
been followed down to each cost centre, future 
year costs of projects have not been projected, 
reasons for cost escalations have not been ela-
borated and relevance of individual schemes to 
the national objectives have not been evaluated, 
etc. 

The Committee note that it is only in August 
1975< that W\)I"king Groups have been set up in 
three Mini'Stl'ies to study in depth the problem 
of improving the techniques of performance 
budgeting. Even out of these, only one Work-
ing Group has met so far and identified the 
areas in which improvements have to be brought 
about. The Committee desire that the perfor-
mance budgets in the three Ministries should be 
recast expeditiously so i:hat these may serve as 
a model for other Ministries. 

The Committee need hardly stress that per-
formance budget should be made a meaningful 
document to assist the management as a tool of 
administrative and financial control for evaluat-
ing performance and for implementation of 
developmental programmes effiCiently and eco-
nomically. Such a budget will not only enable 
the management to put the scarce financial re-
sources to maximum use but would also be use-
ful to Parliament ~n reviewing and appraising 
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acitivities and performance of various Ministries/ 
Departments of Government in proper perspec-
tive and would thereby act as a means of 
accountability to Parliament. 

The Committee strongly recommend that 
meaningful performance budgeting should be 
introduced in all other Ministries/Departments 
and lower formations charged with the execu-
tion of various programmes under a time-bound 
programme. The Committee would like to be 
informed of the precise progress made in this 
regard. 

49 5.29 The Committee need hardly point out that 
accounting at present is largely being done in 
the same historical manner as in pre-Indepen-
dence days. The need for rationalisation has, 
however, been widely recognised and some ad-
vance in this behalf has been made with the re-
vised classification of accounting heads and intro-
duction of performance budgeting but this has 
not yet reached a stage where it could be said 
that the underlying objectives of accountability 
and management have been achieved. The Com-
mittee consider that there is need to refine the 
technique of performance budgeting so as to 
develop it into a useful management tool by 
establishing units of output for each sub-head 
of Demand. For this it is necessary to identify 
responsibility centres so that each budgeted 
activity within a respensibility centre may have 
its corresponding units of performance. The 
Committee are of the view that with necessary 
delegation of authority to incur expenditure the 
officer concerned should be legitimately held 
accountable for the budget within his own con~ 
trol. 

50 5.30 The Committee feel that this opportunity of 
separation of Accounts from Audit should be 
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put to effective use by proceeding with the pro~ 
cess of ratioI!alisation, modernisation and me-
chanisation so as to make the acco-.nting units 
result oriented and forward looking. In fact, 
the accounting units to be set up under admi-
nistrative Ministries being the latest should be 
models of efficiency and compactness. These 
should be well-knit org.anisations where the 
accent right from the very beginning is on qua-
lity and minimum staff. 

The Committee note the decision of the Gov-
ernment that each MinistrYIDepartment should 
be made responsible for maintenance of its own 
accounts and for effecting payments which 
means that the Secretary of each MinistrylDe-
partment would virtually be the Principal Ac-
counting Officer also. The Committee attach 
great importance to the objective underlying 
the separation of accounts and audit and stress 
that this opportunity should be put to full use 
by rationalising the accounting heads so as to 
make performance budgeting meaningful as an 
aid to management to achieve best results for 
the Ill()ney expended. 

The Committee note that Government have 
recently rationalised to a considerable extent 
the procedure and modalities for determining 
and effecting payment of salaries, allowances, 
increments, pensions, gratuities, provident fund, 
etc. to the staff. The Committee feel that there 
is scope for similar rationalisation in other ac-
counting procedures so as to provide significant 
flow charts which correlate expenditure to the 
actual phYSical progress made in the field, fa-
cilitate monitoring and help application of "on 
course" correctives. 

The Committee need hardly recall that the 
objective of Integrated Financial Advisers is to 
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get the best value for the public money expend-
ed. It is therefore of the utmost importance 
that the modalities of work and procedures and 
accounting should be such as to subserve this 
objective by cutting out waste and effecting eco-
nomies consistent with operational require-
ments. 

It is imperative that the accounts are not 
only prepared and presented in time but that 
they are kept Upto date and exhibit a meaning-
ful correlation of expenditure with the units of 
performance. It is only then that the head of 
the DepartmentiMinistry would be able to exer-
cise effective check on performance by com-
paring the quantum of anticipated work output 
with the financial provision asked for in the 
budget and identify the weaker links of the 
chain which need to be strengthened. 

In brief, accounting should become an effec-
tive aid to management of resources. The Com-
.mittee would like to judge the success of the 
historical decision to separate the Accounts 
from Audit by the results achieved in better 
and more effective resource management and 
direction. 

The Committee find that besides the General 
Financial Rules and the Delegation of Financial 
Powers Rules which govern the powers avail-
able to the administrative ministries, executive 
orders hwe also been issued from time to time 
which have the effect of. changing the financial 
powers available to the· adininistrative minis-
triesiDepartments. This tendency to effect 
changes tqrough exeCutive orders in the delega-
tions conferred by rules' instead of through am'" 
endments to the rules, was objected to by the 
Administrative Reforms Commission. In pur-
suance of the recommendation by ARC Govern-
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ment decided that whenever any modifications 
or changes have to made in the delegations, these 
should be ordinarily done through amendments 
to the rules themselves and not through execu-
tive instructions. The Committee regret to note 
that in spite of this decision by the Government, 
changes have been made in the delegation of 
powers to the administrative ministriesiDepart-
ments through executive orders issued. by the 
Ministry of Finance without simultaneously 
making the necessary amendments to the Rules. 

The Committee have been informed that 
necessary steps to amend the Delegation of Fin-
ancial Powers Rules to incorporate the en-
hanced powers, delegated through executive or-
ders, have now been taken up. However, as 
certain changes of a far reaching character in 
the matter of accounting and related matters 
ldke, changing the system of maintenance of 
accounts, introduction of the system of Integrat-
ed Fi.na.D.cial Adviser, etc. are under contem-
plation, a thorough overhaul of the existing 
procedures would be required. The Committee, 
therefore, recommend that instead of merely 
amending the Rules, steps may be taken for the 
codification afresh of the rules and regulations 
governing delegation of Financial Powers, etc. 
in. simple and precise language under a time 
bound programme. 

The Committee would also like to point out 
that one of the factors which discourages the 
Ministries from using their powers is the multi-
plicity of rules and regulations which are chang-
ed. so often that it is difficult for officers of the 
Ministries to keep a track of these rules ar..d 
know them fully. -Moreover, the rules and pro-
cedures have a tendency to grow in volume and 
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complexity. It is, therefore, necessary that the 
rules and procedures are reviewed and updated 
periodically with a view to their simplification 
so that tliey do not become cumbersome in 
course of time, resulting in undue delays. 

The Committee regret to note that in spite of 
the recommendation of the Administrative Re-
forms Commission, no single cell has been con-
stituted in the Ministry of Finance for looking 
after the multifarious duties regarding compil-
ing and keeping up-to-date the existing rules 
and regulations having a financial bearing, 
arranging for their periodical reprint :md for 
the issue from time to time of correction slips 
etc. The various Regulation Branches in the 
Department of Expenditure admini!1tering the 
Rules and Regulations are stated to be respon-
sible for this work. The Committee desire that 
immediate steps should be taken fo,r setting up 
of a cell as suggested by the Administrative 
Reforms Commission for keeping up-to-date the 
rules and regulations etc., having . a financial 
bearing. Copies of manuals of such updated 
lUles and regulations should also be made easily 
available to the officers concerned and tht' mem-
bers of the public. 



APPENDIX VI 

(Vid. Introduction) 

Analysis of RecommendatiomJConclusions contained in the Report. 

1. CLASsIFICATION OF RECOMMENDATIONS. 

A-Rec)mmendations for improving the organisation and working 
Sl. Nos. 1-10, n, 14 to 54. 

B-Recommendations for effecting eccnomy. : 
Sl.' Nos. II, 13. 

C-Misc¢llaneous Recommendations. : 
Sl. Nos. 55, 56, 57, 58. 

II. ANALYSIS OF RECOMMENDATIONS DIRECTED TOWARDS ECONOMY. 

S.No. S.No. as per summary Particulars 
of Recommendations. 

(Appendix V). 

1. II Need for rationalisation of methOC!.s cf work ar.c. fixing 

2 •• 13 

of norms not only for effecting eecr.('my and imprcv-
ing over-all tfficiency but for setting talgtts IIDd 
measuring performllLce alsc. 

Works normsto serve as a parameter for jucging 
the requirements of the MinistrieslDtp!lrtmtnts fer 
additional Sta1f. 
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