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INTRODUCTION 

I, the Chairman of the Estimates Committee having been authorised by 
the Committee to submit the Report on their behalf, present this Twenty-
Seventh Report on Action Taken by Government on the recommendations 
contained in the Twelfth Report of the Estimates Committee (Tenth 
Lok Sabha) on the Ministry 'of Finance (Department of' Economic 
Affairs)-Fiscal Policy-Management of Deficit-External and Internal 
Debts. 

2. The Twelfth Report was presented to Lok Sabha on 28th February, 
1992. Government furnished all the action taken replies indicating 
action taken on the recommendations contained in thar ReP9rt by 
16th December, 1992. The draft Report was considertd and adopted by 
the Estimates Committee (1992-93) at their sitfing hbld on 16th March, 
1993. 

3. The Report has been divided into following Chapters:-
(i) Report. 
(ii) Recommendations/Observations which have been accepted by 

the Government. 
(iii) Recommendations/Observations which the Committee do not 

desire to pursue in view of Government's reply. 
(iv) Recommendations/Observations in respect of which replies of 

Government have not been aceepted by the Committee. 
(v) Recommendations/Observations in respect of which final replies 

of Government are awaited. 
4. An analysis of action taken by Government on the recommendations 

contained in the Twelfth Report of the Estimates Committee (Tenth 
Lok Sabha) is given in Appendix. It would be observed therefrom that out 
of 24 rccomRiendlltions made in the Report, 13 recommendations i.c. 
S4.16 per cent have been accepted by the Government and the Committee 
do not desire to pursue 8 recommcnd~tions i.c.33.33 per cent in' view of 
Government replies. Replies have not been accepted in respect of the 
remaining 3 recommendations i.e. 12.S per cent. 

NEwDELI-II; 
March 26, 1993 

Chllilra 5, 1915 (S) 

(v) 

MANORANJAN BHAKTA 
Chairman, 

ESlimllles Committee. 



CHAPTER I 
REPORT. 

This Report of the Committee deali wit~ the action taken by 
Govemmen~ on the tecommend4tions cOn~ained is their T\velfth Report 
(Tenth Lot 5aDha) on the Ministry of Finance (Deptt. of Economic 
Affairs)-fiscal Policy-Manaaement of Deficit-External and Internal 
Debts. . 

2. The Committee's Twelfth Report (Tenth Lot 5abha) wu presented to 
Lot Sabha on 28th February, 1992. It contained 24 recommendations. 
Action Taken Notes on all these recommendations have been r.ived 
from the Ministry .... 

3. Replies to the recommendations .and oMervatio .. contained in the 
Report have broadly been cateaorised II uader-

{i) Recommendations which have been accepted by the 
Government 
51. Nos. 1,3,5,6,7,9,10,13,15,18,19,20,21 

(Total 13-Chapter-lI) 
(ii) Recommendations which the Committee do not desire to punue 

in view of Government's replies 
Sl. Nos. 4,8,14,16,17,22,23,24 

(Total 8-Chapter-llI) 
(iii) Recommendations in respect of which Govt.'s replies have not 

been accepted by the Committee and which requires reiteration 
Sl. Nos. 2,11 ,12 

(Total 3-Chapter-lV) 
(iv) Recommendatioos in respect of' which final replies of 

Government are ItiU awaited 
Nil 

(Total nil-Chapter-V) 
4. The Committee will now deal with action taken by Government on 

lOme of the recommendations. 
Restructurlq GOYel'DlDent Expenditure 

SI. No. Z (Pan 1.1'79) 
1.1 The Committee in their original report had cautioned the 

Government agaiost any hasty. and indiscriminate measures to cut 
expenditure or to aupnent revenues which might impose fresh burden on 
the common man and lead to disquiet. They had also pointed out that 'such 
a situation would have far-reaching and adverse consequences for the 
country. 

1.2 In their reply, the Government have stated tbat tbe fiscal adjustment 
and discipline sought to be restored by the Government will contribute 
significantly to tbe reduction of inflationary pressure in the economy. The 
Government has put a areat deal of emphasis on improvina the efficiency 
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of public sector units and recovering higher dividend payment from them. 
Moreover, revenues are also being raised from disinvesting of public sector 
equity. These measures, along with some others to reduce unnecessary and 
wasteful expenditure in the Government will enable the Government to 
undertake expenditure cuts such that they do not contribute to increasing 
the inflationary burden on the common man. 

1.3 It has also been stated that the Government was consciouAf 
keeping to a minimum expenditure cuts in social sectors like education, 
health and family welfare and, further, was prepared to use some of the 
foreign exchange reserve to augment supplies of essential commodities. 

1.4 Tbe Committee find the reply somewhat dlsappolntlnJ In as much as 
It falls to hlghllaht the actual Impact felt on the ground as a result of 
Government's eft'ort to apply fiscal correction. AlthouJh rate of Innatlon 
bas been broulht down to a slnlle dlalt level as per reports In the 
newspapers, the common man is, nevertheless reeling under price rise wfllcb 
Is quite evident from the fact that at least two Instalments of dearness 
.nowance have been already released by the Government to Its employees 
since the Committee submitted Its report. Further, no evidence has been 
broulht before the Committee to indicate specific curtailment of 
unproductive expenditure. 

1.S The Commi~tee have also not been Informed of an) visible or 
s"R1fleant measure' for eft'ectlnl austerity In Government spendlnJ or Its 
actual impact on the around. On the otber band they are dismayed by the 
fact that disinvestment of public sector equity bas been hllbliJhted as a step 
towards achievement of fiscal balance. The Committee are of the opinion 
tbat by laklna tbls step the Government have merely dissolved part of Its 
assets to meet Its revenue expenditure. Tberefore, this measure I. of no 
Ireat sllnlflcance In the context or revenue deficit wbere the nub lies. 

1.6 While welcomlnl the assurance of the Government that some of the 
foreian exchanae resena built during the past one year will be used to 
aUll11ent supply of essential commodities like foodaralns and edible oils 
throuah Imports, the Committee, however, wonder whether It would not be 
more beneficial to oft'er incentives for boostl .. production of foodcralns and 
edible oils within the country so a. to obviate the need to Import the .me. 

1.7 The Committee would, therefore .. like to caution the Government 
qatnst usm, foretp exc:hanp for purposes which can be achieved by 
spendlna within the country. 
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Financial DtlClpUne 
SI. No.3 (Pan No. 1.180) 

1.8 To bring the fiscal deficit under control throulh reduction in 
expenditure and augmenting revenue receipt, the Committee had, inter 
alia, recommended: 

(i) Emphasis on the completion of existing projects before starting 
new projects; 

(ii) Monitoring of defence expenditure and timely execution of 
projects; 

(iii) Identification of areas of unproductive expenditure before 
taking steps to reduce GOVI. spendings; 

(iv) Swift and determined action to check any deviation or 
slackening by any State Govt. or any segment of Govt. of India. 

1.9 In reply to the above recommendations of the Committee, the 
Government have stated: 

(i) The Planning Commission has impressed upon Central Ministries! 
Departments, State Govt. to strictly priorities their projects and desired 
that first priority should be given to completion of ongoing projects. 

(ii) Defence expenditure has been very closely monitored through 
monthly reviews at various levels of Service HOs and the Ministry of 
~fence. The physical and financial parameters of all vital defence projects 
are regularly monitored through two or three tier structure of project level 
Committees, Management Boards and Steering Committees. 

(ill) The Government has been conducting an exercise to identify the 
<a> surplus posts in various MinistrieslDeptts. (b) the areas that have 
become redundant or obsolete or wherever there was shrinkage of work 
and the activity of the area that could be transferred to other agencies. 
Further, the Govt. has issued certain economy instructions in regard to 
(i) travel expenses; (ii) telephones; (iii) consumption of petrol; and (iv) 
others like ban on purchases of new vehicles, entertainments including 
lunches, dinners and holding meetings at hotels at Government expenses. 

(iv) The 8th Five Year Plan document, as approv~ by NQC has 
stressed the need for improving fiscal management by the Status and the 
Centre. NDC has also set up a Committee on Austerity to make 
recommendations, among other considerations, on the objective of 
balancing receipts and expenditure on revenue accounts, generating surplus 
for capital investment and scope for better fiscal management consistent 
with efficiency and economy in expenditure. 

1.10 The Committee feel tbat by mere discussion or Issuinl luldeUnes, 
Centnl MlnlstrleslState Governments are uollkely to exercise full control 
over COlt over-run in projects or to restructure their spend1na umes.. 
overdraft II refused to sucb states as bave shown their unwlllinpess to 
Introddce neceuaJ')' dearee of lInanical dlsc:lpUne In tbe admlnlstntion or 
unleu Ja the cue of Central Ministries allocations are tied to lInanclal 
dlsclpllne. 

1.11 ?be Committee also desire tbat Government should earnestly ensure 
tbat the funds aUoeated by the Plannlna Commission are utm~ for the 
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purpose for wbkh It was sanctioned and that budaetary celUnlS are 
Invariably observed. 

1.11 In the reply to recommendation at para 1.180 (10) of the Report, tbe 
Committee Ond no mention about the number of posts that have aduaOy 
been declared surplus and surrendered. Likewise, the quantum of work 
transferred to other alencies due to shrlnkap of work, has not been 
indicated. The Committee are, therefore, disappointed at mere reiteration of 
known Intention of the Government In this regard. They desire to be 
Informed oC actual achievement durlnl the current nnaneial year (1992·93). 

1.13 Furth ... , the Committee nnd that economy Instructions Issued by 
Government Ia reprd to travel expenses, telephones, consumption of petrol 
etc. are on expected Unes and have, In the palt, yielded very little by way of 
.. vlDI. raldnalDto account the malnltude of total expenditure of the Govt. 
of ladla IUch measures are In their view cOimetic. However, the Committee 
desire that ballc chanles In the structure of Government departmenta and 
their work culture be aft'ected to make Administrative apparatus aille and 
cost·effective. 

1.14 Since the Committee on Austerity set up by NDC, has submitted Its 
report, this Committee would like to "know It I main recommendatlonl, 
Government's reaction to the recommendations and actual steps taken on 
them with apparant Impact on Government expenditure. 

DeCence Expenditure 
SI. No.4 (Para No. 1.181) 

1.15 Emphasising on the need for restructuring Defence EXpenditure. 
the Committee at para no. 1.181 had recommended:-

(i) rationaliiation of the manpower structure through reduced span of 
colour service; 

(ii) rationalisation of the command· structure in the Armed Forces; 
(iii) better utilisation of manpower resources particularly in workshops, 

repair depots, dockyards; 
(iv) partial privatisation of production of items in ordnance factories and 

defence related public sector units; 
(v) better utilisation of manufacturing capacity and repair overhaul 

capacity through export effort and by including the small scale sector; and 
(vi) better utilisation of defence lands. 
1.16 The M~nistry in their reply have indicated the following position in 

respect of each of these points~-
Rationalisation of the manpower structure through reduced span of 

colour servicc:- A proposal for rationalisation of manpower structure, 
through reduced span of colour service in the Army, is already under 
consideration of the Ministry of Defence. 
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Rationalisation of the command structure in the Armed Forces:- The 
Army HOrs. have constituted Committees to rationalise and optimise 
manpower structures and maximise savings in Defence expenditure. 

The important Committees are:-
(i) Experts Committee, 
(ii) Special Committee for review of combat echelons, and 
(iii) Special Committee for review of Logistic support. 
These Committees have given their recommendations and these are 

being analysed and implemented. The implementation of these 
recommendations is expected to result in considerable savings in Defence 
Expenditure. 

Better utilisation of manpower resources particularly in workshops. 
repair depots. dockyards:- the utilisation of manpower is monitored 
continuously and every effort is made to optimally utilise the available 
resources. The Armed Forces have carried out an exercise to identify the 
areas where reduction of manpower is possible. As a result of this review. 
Services have been able to surrender some of the posts from the existing 
establishments and redeploy them profitably elsewhere. This has resulted 
in reduction in demand for new sanctions. 

Partial privatization of production of items in ordnance factories and 
defence related public sector units:- The practice of sub-contracting to 
private sector is resorted to for such areas where capacity constraints exist. 
Presently, in view of lean order book position the in-house capacity is 
being exploited to the extent feasible, before sub-contracting is resorted to. 

Better utilization of manufacturing capacity and repahtoverhaul capacity 
through exprots effort and by including the small scale sector:- The 
Recommendations of the Estimates Committee have been noted. The 
Department of Defence Production. and Supplies has already accorded a 
very high priority to cxport effect. Units in the small scale arc also 
involved to the extent they can meet the stringent requirement of Defcnce. 

Bettcr Utilization of defence lands:- A three-fold strategy has been 
adopted to achievc efficient utilisation of Defence land. namely:-

(a) to reduce scales for various Defence requirements and by adoption 
of modern techniques; 

(b) by identifying lands rendered permanently surplus to Defence 
requirements and disposal of such lands; and 

(c) by restricting land acquisition to meet only essential requirements. 
1.17 Thus. as recommended by the Estimates Committec appropriate 

measures have been initiated to ensure better utilisation of defence lands. 
1.18 The Committee are not satisfied with the position indicated by the 

Ministry in relard to the recommendations of various Experts Commiltt.'e 
Reports. They would have appreciated If a clear picture had been given In 
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this recant. As bas been pointed out In the 19th Report of the Committee 
On Defence Force Levels, Manpower, Manaaement and Policy, even the 
recommendations made In the Experts Committee Report of 1976 have Dot 
yet been Implemented. Likewise, the ree, mmendatlons of the Committee, 
set up In 1989, are still under consideration. This belnl the position the 
Committee are least reassured by the reply of the Ministry. 

1.19 They, tberefore, desire that the conerete action taken and prOlnll 
achieved In arreslinl the defence expenditure on the recommendations of 
various Committees particularly the Committee on Defence Expenditure 
may be intimated within a period of 3 months. 

1.10 Tbe Committee would like to know tbe number of posts, eatelory· 
wlle-defenee personnel and elvlllans-that bave actually been surrendered! 
adjusted u a result of reviews carried out to Identify surplus posts In the 
Defence Services. 

1.11 The Committee would also like to be Informed of the areas oC 
production In reaard to whleh an export drive Is feasible and the efforts that 
have been made to explore the export market of such production and extent 
to which small scale units have been Involved In Defence production. 

1.11 AI reprds effective use of defence lands the Committee would like to 
draw attention to their 9th Report on Defence Lands and Land Use Policy 
wherein a set of recommendations have been made. They urge the Ministry 
of Finance to expedite, to the extent they are concerned, the Implementation 
of recommendations made by the Committee. .. 

1.13 Further, tbe Committee are particularly concerned at encroachments 
and unauthorised occupation of defence lands. The Ministry of Defence have 
admitted durina examination of the subject of Defence Lands and Land Use 
Policy [Para 7.19, 9th Report (1991·91)] that as on lst January, 1990, there 
were 19,188 encroachments Involving an area of 3,715 acres. 

1.14 The Committee recommend that eviction of unauthorised occupants 
on d.efence lands should be given hlah priority. In this connection, the 
Government should consider amendments put forth by the Ministry of 
Defence to the provisions of Public Premises (Eviction of Unauthorised 
Occupant) Act, 1971, so as to enable the defence authorities to take effective 
action in Jbe matter. 

Fertilizer Subsidy 
SI. No. 7 (Para No. 1.85) 

1.25 The Committee had desired that small and marginal farmers must 
be given due protection by continuing the fertilizers subsidy for them. The 
Committee had also desired the Government to ensure that the benefit of 
these sub~idies reach only those segments of farmers (or whom it was 
intended. 
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1.26 In their Action Taken Reply, the Government have stated: 

"Having regard to the difficulties in implementing a separate scheme of 
subsidy for small and marginal farmers, it has been decided that 
assistance should be provided to the States for taking up infrastructure 
creation and other schemes in the Agricultural sector which benefit 
largely the small and marginal farmers. The detailed guidelines issued in 
this regard provide for adequate flexibility to the States in choosing the 
mix of schemes to be implemented in line with the requirements of the 
States. A sum of Rs. 200 crores has been released as first instalment to 
the State Governments to commence implementation of the schemes." 

1.11 While appredatlnl the Government's Intention to reach tbe benents 
of subsidy for small aad marllaal farmen, the Committee would like to 
know the total aUoaItlon of funds under the scbeme for States aad Valon 
Territories separately. It may also be latlmated wbether lunds have been 
released for Valon Territories as well, and If not, the same may be released 
forthwith. 

Statutory Cellini 00 Borrowlnls 
SI. No. 11 (Para No. 1.191) 

1.28 Favouring a ceiling on borrowings, the Committee had in para 
1.192 of the Report. recommended that a flexible approach in determining 
a ceiling on borrowings should be adopted. They had felt that such a 
ceiling could be reviewed every year and adjusted in accordance with the 
requirement of the situation but only after a discussion and positive vote in 
the Parliament. 

1.29 The Ministry of Finance. in their reply, have stated: 
"Article 292 of the Constitution contains a provision for the imposition 
of a statutory ceiling on the Centrc's borrowings. This Article covers 
only borrowings on the security of the Consolidated Fund i.e. its 
covcrage is restricted to borrowing from market loans. Trea!iury Bills 
and external loans which flow into the Consolidated Fund of India. It 
docs not cover borrowings. like small savings. provident funds. deposits 
etc. which flow into the Public Account of India. This Ministry has 
examined whether it would be feasible to prescribe a statutory ceiling on 
borrowing on the security of the Consolidated Fund of India plus fresh 
liabilities arising in the Public Account of India. which should not exceed 
at the end of the financial year. a fixed percentage of the estimatcd 
GOP in that financial year. 

This has. however. not been found operationally feasible as thc GOP 
for any year is available only two years later. Any such scheme would 
require that the Government legislate at the beginning of each year for a 
permissible amount of borrowing fixed as a stated percentage of GOP. 
The scheme would also have to provide that any excess ovcr the ceiling 
on this statutorilY' prescribed borrowing has to be regularised by 
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Parliament in due course, as in the case of excess expenditure over 
grants voted by Parliament. Such a scheme will not be an improvement 
from what is inherent in the present budgetary procedure. A statutory 
ceiling aD borrowing wiD not help improve Government budgetary 
practice and the extent of fiscal discipline more than what is possible 
now. 

This Ministry's view is, therefore, that there is no specific advantage in 
providing for a statutory ceiling on Government borrowings." 
&.30 The Committee are disappointed at the position taken by the 

MJalstry. In tbelr opinion the Government cannot absolve Illeif or the 
responslbWty of keep .... borrowlnl within reasonable limit by takllll sbelter 
beblnd technicalities. If the araument put forth by the GoverhlDeDt tbat the 
coDStitutlooal provision on ceDlIll on borrowlnas are of Uttle cODsequeDce In 
Yiew of its applleatloD to only a part or the total borrowlnp, there Is an 
adequate case fOl' eltber delellna this provision, or altemallvely, to amend It 
suitably. The Committee are still of the view that the sltuaUon prevaWnc~ In 
the pall few years justlftes tbe imposition of statutory ceDlna on Centre's 
borrowlnp. However, tbe Committee belnl conscious of tbe dlmcuilies In 
ftsIDa a rlpd ceWnl. had recommended adoption of a "Oexible approach" 
In the matter. 

1.31 Tbe Committee, therefore. reiterate tbelr recommendation and urae 
the Govenunent to make a bepnnlnl In tbls direction. 

Debt Service Payment '"-
Sl. No. 12 (Para No. 1.194) 

1.32 The Committee in their original report had recommended that 
'interest payments' in the Expenditure Budget should be replaced by 'Debt 
Service Payment' indicating sepnrately the 'Repayment of Principal' and 
'Interest Payments' in that year, both as a proportion to the total revenue. 

1.33 The Ministry in their reply have stated: 
"Interest charges are classsified as revenue expenditure, while internal 
and external debt receipts and repayments are classified as capital 
receipts and payments. These transactions pertain to the Consolidated 
Fund of India and hence the related expenditures are to be authorised 
by Parliament under article 114 of the Constitution. Certain other 
borrowings like small savings, provident funds, special deposits, etc . 

. form part of the Public Account of India. Repayments of these 
liabilities do not require parliamentary authorisation under the 

.onstitutionlll provisions." 
1.34 They have further stated: 
"Revenue receipts of the Central Government are presently less tban 
the 'revenue expenditure and there is a resultant revenue deficit. This 
bas been a ~ecurring phenomenon ever since 1979·80 and is likely to 
atiaue for sometime to come. In this situation, borrowinp will 
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necessarily have to be repaid, on maturity, only from fresh 
borrowings and not oul of revenue. Accordingly in the documents 
Budget at a Glance and Receipts Budget, borrowings are shown on a 
net basis, that is net of repayments. This is also the practice adopted 
by the Planning Commission in drawing up the scheme of financing 
the Plan. 

1.35 As revenue receipts are not at present being applied towards any 
repayment of debt a comparison of the two does not appear to be 
appropriate at this stage". 

1.36 The Committee observe that the Ministry have not properly 
appreciated the concern felt by the Committee over the fact that durlna 
the elahtles, burponlna external debt and consequential debt servldna 
burden had lOne practically unnoticed. This situation was, to a certain 
extent, attributable to Inadequate projection of the relevant naures In the 
Budaet documents. The Committee, therefore, strongly feel that 
Government should nnd an appropriate way of adequately proJectlna in 
the budaet documents the total quantum of annual debt servldna and its 
ratio to the revenue income or the Government, Irrespective or the fact 
whether or not any part of It Is paid out of revenue rec.elpts. 

Sick Public Sector Units 
SI. No. 14 (Para No. 1.1,,7) 

1.37 In order to make the sick PSUs viabl~~. the Committee had 
recommended that where Workers Cooperatives were willing to take 
over the management of sick public sector units. the same should be 
encouraged. 

1.38. Thc Government has replied that it was prepared to consider 
viable proposals for running sick PSUs by Workers Cooperatives. 

1.39. The Committee are constrained to nnd the reply valUe and non· 
commltal. It would have been In the ntness or the things If the 
Government had come out with some concrete proposals for Ilvlna 
adequate Incentive and protection to Workers C~peratlves that mllht 
come forward to run sick PSUs. In their opinion, the Government, while 
offering the manalement of sick units to Workers Cooperatives, should 
ensure technololY upgradaUon, marketing support and the availability of 
working capital to such cooperatives on easy terms. 

Revenue AUlmentation III-gotton and unaccounted wealth 
SI. No. l' " 17 (Paras 1.101 and 1.101) 

1.40 To tackle the problem of unaccounted income and wealth. the 
Committee had recommended at para 1.201 of the Report that since the 
4th amnesty and immunity scheme provided to tax dodgers has not 
yielded the desired results. the Government should not hesitate to take 
stern action against hoarders. black marketeers. smugglers, tax evaders 
etc. to unearth the iII-gotton and unaccounted wealth. The Committee 
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had also desired at para 1.202 that effective steps should be taken to mop 
up maximum possible amount of tax revenue lying in arrlars. 

1.41 In reply, the Government have stated: 
"Govemment has launched immunity schemes which provide an 
opportunity for holden of unaccounted income and wealth to declare' 
their assets and receive the benefits of holding accountable wealth 
and income. These have shown substantial results. Government has 
also undertaken several' steps to simplify and rationalise the tax 
structure which will reduce the incentive for generating and holding 
unaccountable income." 
"Surveys, search operations and assessments arc the tools employed 

by the Income-Tax Department for identifying new assessees so as to 
widen the tax net and also to combat tax evasion. The surveys are 
conducted in the case of existing asscssees for detecting tax evasion. 
These are also useful for collecting information regarding ostentatious 
expenditure incurred especially on social functions. These are also 
conducted for the purpose of identifying and locating new assessees.'~ 

"Government has introduced a new chapter in the Income-Tax Act, 
effective from 1.10.1986, to curb the use of black money in the real 
estate transactions. This enables the Income-Tax Department to make a 
pre-emptive purchase of immovable properties." 

1.42 As regards collection of outstanding demands, the Government 
have informed: 

"The total demands outstanding on 1.4.1991 amounted to .. _Rs. 6695 
crores, out of which Rs. 3247 crores have been collected/reduced upto 
31.3.1992. However, current demands were also raised during this 
period out of which a portion has remained unrealised. Normally, the 
demands remain disputed in appeals and the recovery is generally 
possible only if the appeals have been decided in Government favour." 
"Supreme CourtlHigh Courts are moved from time to time for early 
listing of high stake revenue cases. Chief Justices of important High 
Courts have also been requested to earmark special Benches for 
expeditious settlement of these cases." 

1.43 While .ppredatlnl the steps taken by Government, Committee feel 
tbat there Is still scope for the detection of 1U-lOtton and unaccounted 
wealth. The Committee, therefore, urae the Government to lay more 
emphasis on the collection or information on ostentatious ezpenditure 
Incurred on social tunctioDi .. well as to keep • watch on the life style of 
PInons wbo spend money "¥lIbly and lead • luzurious Ufe In order to 
brlnl the tax-dodlers under the taz net and broaden III base. 

1.44 As nprdI realisation of aman, the Committee expect that the 
Government would continue to maintain relentlell prellUre on tax 
defaulters and would, after due notice, take strlnlent actions .. alnst such 
PInons. 



CHAPTER 0 

RECOMMEN'DA TIONS WHICH HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Reeomlllelldatioa SI. No. 1 (Pan No. 1.173) 

The Committee recommended that while presenting the budget deficit in 
its all connotations i.e. fiscal deficit, primary deficit and monetised deficit, 
should be depicted in the budget documents in order to ensure definitional 
clarity as created by avoiding use of imprecise terms such as 'budgetary 
deficit' and overall deficit. 

Action Taken 

At present the Budget documents distinctly reflect the following 
concepts of deficit: 

Revenue deficit 

Budgetary deficit 

Fiscal deficit 

Monetised deficit or Increase in net RBI credit to Central Government. 

2. As recommended, primary deficit will also be shown distinctly in the 
budget documents from 1993-94. 

3. The term 'overall deficit' is not used in the budget documents. the 
term 'Budgetary deficit' which is used, indicates the gap in resources which 
is financed by borrowing from the Reserve Bank of India through issue of 
91 days ad hoc Treasury Bills and draw down of cash balance. [t is distinct 
from monetised deficit. [t will continue to be exhibited in the budget 
documents as at present. 

4. No reference has been made in tt,e recommendation to 'revenue 
deficit' which is perhaps the most importaht deficit indicator. The 'revenue 
deficit' implies the existence of a basic structural imbalance in the budget 
arising out of a mismatch between the revenue receipts and revenue 
expenditure. [t measures the extent to which borrowed funds have been 
utilised for meeting current expenditure of the Government. [t is also the 
main reason for the growth in the Government's debt liability and 
consequential increase in interest payments. The revenue deficit will, 
therefore, continue to be depicted distinctly in the budget documents, as at 
present. 

[Deptt. or Economic Aftaln O.M. No. F. 9(2)-W&M92 dated 31.8.1992] 

11 
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a __ dadoa SI. No. l (Pua No. 1.110) 

The Committee recommend a. follows: 

(i) The proaramme for reducing fiscal deficit initiated this year may be 
continued to achieve the desired level. 

(ii) The Government should lay emphuis on the completion of existing 
projects befon starting new projects. 

(iii) Defence expenditure should be closely monitored, projects of 
questionable economic or social value eliminated and timely extcution 
of otber projects ensured. 

(iv) Instead of an across-the boud cut in expenditure the Government first 
identify the areas of unproductive expenditure while taking steps to 
reduce -Government spending. 

(v) Estimatcs of diffcrent projccts should be prepared in such a way thet 
cost ovcrrun docs not cxceed more than ten per cent of the estimated 
cost of thc project in a specificd period. 

(vi) Arcas for public investment should be rcdefined. The public sector 
should laraely confine itself to the core and infrastructure sector and 
consumer sector should be left to private entrepreneurs. 

(vii) A major reduction in Government expenditure can be I\chieved by 
drastically reducing interest rates on Government borrowings. This, in 
tum, will aIIo help enhance industrial production. 

The Committee well realize the neu impossibility of reducing high 
interest rates currently prevailing. However. they desire the 
Government to. devise a strategy to brin, down interest rates to a 
realistic level after inflationary pressures on the economy case. 

(viii) The Committee are aware of tt:e difficulties in enforcing financial 
discipline with uniform rigours in the entire public sector of the 
economy, keeping in view the political and social plurality as also the 
economic disparity in the country. They would however, like 
Government of India to detennine a set of selected parameters of 
financial discipline, and endeavour for its wide acceptance through 
consultation and consensus. This would also call for constant 
monitoring of these parameters u also swift. and determined action 
to check any deviation or s1ack~ning by any State Government or 
,py scpaent of Government of·-'ia ~tsclf. The Committee will like 
to be informed of the progrcis ".hieved by the Ministry of Finance 
in tbis OIldeavour. 
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(ix) The Government should evolve an efficient and effective evaluation 
and monitoring system to study the impacts of the various meuurcs 
taken by them to contain budget deficits. 

Action Taken 
(i) The programme for reducing the fiscal deficit is being continued in 

the current financial year. The Finance Minilter has announced that the 
fiscal deficit which was brought down from 8.5% of the GOP in 1991 to 
6.5% of the GOP in 1991-92 will be further brought down to 5% of the 
GOP in the financial year 1992-93. Along with a reduction in fiscal deficit 
the budgetary deficit of the Government is also planned to be broua1lt 
down from the current level of RI. 7032 crorel to RI. 5389 crorel in t&e 
year ending March, 1993. Thus, the Committee'l recommendation is being 
actively pursued. 

(ii) During the discussions held with the Central Ministrieal 
Departments, State Governments and Union territories on their Eighth 
Plan (1992-97) and Annual Plan (1992-93) proposals, the Planninl 
Commission has impressed upon them the need to .trictly prioritise their 
projects in view of the resource constraints. The guiding principles are that 
fir.t priority should be given to completion of on-going projects and new 
Itafts, if any, should be taken up only in high priority area •. 

(iii) Defence expenditure is very closely monitored by the Services 
Headquarters and the Ministry of Defence at various levell. This is bein, 
done through monthly reviews at various levels of Services Headquarters 
and the' Miniltry of Defence. Inter-departmental groups have been 
constituted to enlure that full co-ordination aad control il exercised while 
monitoring expenditure. The phYlical and financial parameters of all vital 
Defence projects are reaularly monitored tbrou,h two or tbree tier 
Itructures of project level Committee, Manalement Boards and Steerin, 
Committees. 

(iv) , The Government hu identified certain .pecific areu of 
unproductive expenditure to reduce Goverpment lpendin,. Firat, the 
Government i. conductin, an exercise to identify lurplul POlts in varioul 
MiniitriellDepartmentl includin, the attached and lubordinate officel. 
Secondly, with the introduction of new policies and initiativel undertaken 
by the Government, it hu been conducting an activity-analYlis of the 
or,anilationl with a view to identify areu that have become redundant or 
oblOlete or wherever there wal Ihrinkage of work and the activity of the 
areal that could be traDiferred to outside .. DCiea includiq the Slate\ 
Oovemmentl. 

The Government hu allo islUed the following other ecoao., : 
instructionl to all the MinistriealDepartments for compliuol:- .' 

(a) Travel Expensel: A reduction of 20 per cent of the ..... t 
provJaioaa 1992-93 wu lmpoted On both abo domestic and ID ........ al 
Invel In OOYOl'lllDont u w_1 u in pubUc ,leCtor undortakJap, IUIOIIOIIIOUI 
bodies etc. 
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(b) Telephones: All Ministrie&IDepartments including their attached/ 
subordinate offices, public sector undertakings and autonomous bodies 
were required to surrender by 31st January, 1992 at least 10 per cent of 
the telephone lines. 

(c) Conlumption of Petrol: The amount of expenditure on petroVdielel 
durinl 1992·93 ~as restricted to the expenditure during 1991·92 which 
was fIXed by applying 20 per cent cut on the actual consumption in 
1989·90. 

(d) Others: The ban on purchase of new vehicles imposed on 
30tb November, 1990 continues to hold good. Similarly, all 
entertainments including lunches, dinners etc. at Government cost and 
the practice of holding meetings. conferences etc. at hotels was banned, 
exceptio.. are to be made only when foreiln dele,ations' visit India. 
Instructions have been issued to all Ministries, Departments, etc. to the 
effect that expenditure on overtime allowance in 1992·93 should not 
exceed the actual expenditure incurred on this account in 1991·92. 

(v) Under the existing procedure, apprailli. of projects is made at 
constant prices. However, the financial' provisions for implementation of 
projects are made in terms of current prices. Therefore, conceptually 
there is a difference between the approved estimates which are at 
constant prices, and the revised/completion cost estimates, which are at 
current price.. The difference. between the two are basically due to 
impact of general inflation, variations in forei,n exchan,e rate., chan,es 
in rates of tues and dutie., time overruns etc. Under the existin, PIB 
JUideline., all project proposal. of RI. 20 crore. and above, are to be re· 
lubmitted for the approval of PIBICCEA, if the reviaedlfinal COlts 
exceed 20% of the approved estimates. 

(vi) The directional paper of the Ei.hth Five Year Plan (1992·97) 
which has been approved by the National Development Council inl" alia 
provides as under: 

The public sector plan will have to become very selective in the 
coverale of activities and in makin, investment. and Ihould clearly define 
its objective principles. The followin, principle. will have to be followed: 

(a) The public sector should make investments only in those areas 
where investment il of an infrastructural nature which is necessary for 
facilitating growth and development as a whole and where private sector 
participation is not likely to come forth to an adequate extent within a 
reasonable time perspective; 

(b) The public sector may also withdraw from areas where no public 
purpose is served by its presence. The public sector should come in 
where the investment is essentially for preservation and augmentation of 
basic resources of the country like landl forest, water and ecology, 
science and technology. The public sector will have responsibility for 



meeting social needs or for regulatiilg long-term interests of the socicty like 
population control, health, education, etc. 

(c) In larle parts of public sector operations where commodities or 
ICrYices are produced and distributed unless it i. necessary for protectinl 
the poore.t in the society, the principle of market economy Ihould be 
accepted u the main operative principle. It mean. charging u per cost and 
costin, with full efficiency in operationl. 

(n the preparation of the Eighth Five Year Plan document the above 
. directive. have been kept in view. 

(vii) AI the Committee hu itIClf Itated, it is virtually impossible at this 
Itage to reduce the interelt rates. The Government is fully conscious of the 
need to brinK down interelt rates so u to .timulate industrial investment 
and ,enerate a &reater demand for investment fundi in the economy. The 
necessary condition for this, however, is the bringing down of inflation 
levels. The Finance Minister, in his Budlet lpeech hu already announced 
that the Government is committed to the lowering of interest rates as soon 
u it is feasible to do so. 

(viii) The 8th Five Year Plan document which hu been approved by the 
NOe stressel the need for improved filcal manasemcnt by the States and 
the Centre, by increasina revenue and restrjctina expenditure. The 
document envisases that the fiscal deficit for the Centre and the States 
should come down to an avera,e of 7% durin, the 8th Plan period. 

The NDC hal allO set up a Committee on Austerity under the 
chairman.hip of Shri Biju Patnaik, Chief Minister, Orilla and includin, 
reprelCntatives of the Centre and State Governments. A copy of the 
Government order constitutin, the Committee is annexed. The report of 
the Committee has been received. 

The terml of reference to the 10th Finance Commiuion notified on 
15.6.1992 provide that in making its recommendations, amona other 
considerations, the Commission shall have re,ard to:-

(I) The objective of not only balancin, the receipts and expenditure 
on revenue account of both the States and the Central 
Government, but also lenerating surplus for capital investment 
and reducing fiscal deficit; 

• • • • • 
(ix) the ICOpe for better fiscal management consistent with efficiency 

and economy in expenditure. 
It will be appreciated that financial discipline hu to be enforced in terms 

of the parameters of the 8th Plan and the recommendationl of the Finance 
Commissions u accepted by Government. The Government accepts the 
basic recommendation of the Estimates Committee and proposes to evolve 
appropriate puameters for monitoring performance within this framework. 
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(ix) With a view to effectively monitoring the budget and fiscal deficit 
. the Government has fixed quarterly targets of the fiscal deficit estimates in 
tbe 1992-93 budget. These targets have been brought to Parliament's 
notice. A system of monthly monitoring of expenditure and receipts has 
been instituted to help adherence to the quanerly and year end tarlets of 
fIScal deficit. 
[Deplt. of Economic Affairs O.M. No. F. 9(2)-W&MI92 Dated 31.8.92] 

Annexure to SI.No.1.180 (viii) 
Copy or Plannlnl Commission's Order No. 17/4I91-FR dlted 19.1.1992. 

Subject:-5ening up of Committee of the National Development Council 
(NDC) on Austerity. 

The National Development Council (NOC) in itl meeting held on 23rd 
and 24th December, 1991 hu decided to let up a Committee of the 
National Development Council on Austerity. 
2. A Committee of the NDC on Austerity is, accordinlly, constituted al .' 
under: 

1. Shri Biju Patnaik, C.M., Orissa-Chairman 
2. Shri Kalyan Singh, C.M., U.P.-Member 
3. Shri Gegang Apanl, C.M., Arunachal Pradesh-Member 
4. Shri Bhajan LaI, C.M., Haryana-Member 
S. Shri H.R. Bhardwaj-Minister of State for Planning and Programme 

Implementation-Member ' 
6. Dr. C. Rangarajan, Member, Planning Commission-Member--

Secretary. 
3. The terms of reference of the Committee will be as follows:-

(i) To take a view on the recent trends and caules of growth of 
total State Government expenditure and its components; 

(ii) To identify .pecific component. of increase in expenditure on 
establishment over recent period where economy can be 
exercised: 

(Iii) To identify major areu on non-eltablishment expenditure 
where measures for reduction can be supported; 

(Iv) To couider cenain policy inuel havin, implications for 
reducing subsidie.; 

(v) To also couider feasible ways and means to reduce interest 
components. of expenditure of the Statet and 

(vi) To suge.t 'pecific measures to be taken by the Union 
Government which may help States to reduce their 
expenditure. 

4. The Comm~ttoe is authorised to apoctally invite any other penon, 
Offlclai or Non-Official, to panicipate in the deliberationa. 
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S. The Committee will submit its report within four months for 
consideration by the National Developme~t Council. 

6. Officials will be entitled to DAIf A from their own establishments. 
Non-Officials will be paid TAIDA by the Planning Commission. 
7. The Committee will be ~ssisted by Dr. Kalyan M. Raipuria. Adviser 
(FR) Planning Commission iJn iday to day work. 

I 
SD/- (N.K. Malhotra} 

Deputy Secretary to the GOYI. of India 
Chairman and Members of the Committee 
Copy to: 

All Members of the NDC 
Members, Planning Commission 
Cabinet Secretary 
Principal Secretary to P.M. 
Secretary to the President of India 
Secretary to the Vice-President of India. 
All Secretaries to the Government of India. 
All Chief Secretaries of State GovernmentslUTs. 
PS to Prime Minister. 
Standard Distribution in Planning Commission. 

SD/- (N.K. Malhotra) 
Deputy Secretary to the GOYI. of India 

Recommendation SI. No. S (Para No. 1.182) 
In this context the Committee desire the Government to take early 

action on the recommendations of Arun Singh Committee Report on 
Defence Expenditure. 

Action Taken 
Government have already initiated action to implement several of the . 

recommendations of the Committee on Defence Expenditure (COE). 
Decisions have been taken to implement measures that will result in 
reduction of expenditure on manpower and training. The CDE has also 
made several other recommendations in its 5th and 6th reports which may 
result in savings. flowever. the CDE had itself:recognized that there would 
be a need to constitute study Groups to examine the various aspects of 
such measures in detail before implementation. Accordingly. various 
groups have been constituted to examine the implications of various 
economy measures in respect of each of the Services and concerned 
agencies in MOD. 

Some of the recommendations made by the Committee on Defence 
Expenditure involve basic structural changcs in the prevailing system of 
decision making ~n Defcnce. These do not also have a direct bearing on 
economy in administration. Such recommendations need a careful and· 
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broad based consideration, in consultation with other Ministries also. in 
view of the farreaching implications they will have. Ministry of Defence 
has already initiated such consultations with various other Ministries and 
efforts arc being made to arrive at a final. well considered decision on such 
aspects. 

In sum, it is reiterated that Government has already initiated action on 
the recommendations of the Committee on Defence Expenditure and will 
pursue action in this regard in a time bound manner to achieve the basic 
objective of economy and resource optimisation. 

[Deptt. of Economic Affairs O.M. No. F 9(2)-W&MI92 dated 31.8.1992] 
Recommendation SI.No. , (P .... No. 1.184) 

The Committee desire that keeping in view the interests of farmers and 
for maintaining the uptrend in agricultural production reduction of 
fertilizer subsidy ought not only be. as much as possible, gradual but 
should also be accompanied by simultaneous revision of support prices in 
order to ensure a fair and remunerative return for the agricultural sector: 

Action Taken 
Government of India. on the basis of the report of the Joint 

Parliamentary Committee on Fertilizer Pricing. has taken the following 
steps. effective from 25.8.1992:-

(i) Subsidy on aJl phosphatic and potassic fertilizers has been abolished. 
(ii) As urea is the most widely used nitrogenous fertilizer. it9o-.Consumer 

price has been reduced by 10%. 

(iii) Low analysis nitrogenous fertilizers, namely, Calcium Ammonium 
Nitrat~ (CAN), Ammonium Chloride (AC) and Ammonium 
Sulphate (AS) have again been brought under the price controV 
subsidy regime. 

The support prices for the current Rabi season are expected to take into 
account increase in price of the fenilizen. 
[Deptt. of Economic Affairs O.M. No. F 9(2)-W&M192 dated 19.11.19921 

Recommendation SI.No. 7 (P .... No. 1.185) 

The Committee also desire that small and marginal farmers must be 
given due protection by continuing the subsidy for them. Government must 
ensure that subsidised fertilizers reach in time and the benefit of these 
subsidies re.ch only those segments of farmers for whom it is intended. 

Action Taken 
Having regard to the difficulties in implementing a separate scheme of 

subsidy for small and marginal farmers, it has been decided that assistance 
should be provided to the States for taking up infrastructure creation and 
other schemes in the Agricultural sector which benefit largely the small 
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and marginal fanners. The detailed guidelines issued in this regard provide 
for adequate flexibility to the States in choosing the mix of schemes to be 
implemented in line with the requirements of the States. A sum of Rs. 200 
crores has been released as first instalment to the State Governments to 
commence implementation of the schemes. 

[Deptt. of Economic Affairs O.M. No. F. 9 (2) W&MI92 dated 
16.12.1992] 

Recommendation SI. No.9 (Para No. 1.88) 

The Committee would like to caution against an indcfinite perpetuation 
of food subsidies for well-ta-do sections of the society. The Committee 
recommend that subsidised foodgrains should be restricted to the really 
needy and poorer strata of the society. Special attention should be paid to 
people living in remote. tribal and hilly areas and also to those below the 
poverty line. They desire the Government to undertake periodic review of 
the subsidy clement to adjust it with rising incomes in the targetted groups. 
For relatively well-to-do section· of the society, the Government should 
ensure availability of foodgrains through the Public Distribution System at 
reasonable prices. 

Action Taken 

The Government has been conscious of the need to reach the benefits of 
subsidised foodgrains to the most needy. The Scheme for distribution of 
specially subsidised foodgrain for ITDP areas and the entire exercise for a 
more effective reach to some 1700 Blocks specially identified for the 
purpose have been concrete programmes for this purpose. However, at the 
national level, the scheme for exclusion of certain categories on the basis 
of income would create a numbC'r of problems in actual implementation. 
'Fberefore, the present stress in policy is to provide PDS commodities, and 
to make for more effective reach to the 1700 Blocks covered under the 
existing programmes which areA. .. ~spccific in nature, viz .• ITDP, DPAP, 
Designated Hill Areas and Desert Development Project areas. 

[Deptt. of Economic Affairs O.M. No. F. 9 (2) W&MI92 dated 31.8.1992J 

Recommendation SI.No. 10 (Para No. 1.190) 

The Committee desire that various other subsidies including quasi-
subsidies which are being borne by the Government in respect of Railways, 
Postal Services, operating losses of departmental undertakings and interest 
on loans to public sector undertakinas should be gradually done away with 
through improvement in efficiency. discontinuance of uneconomic 
operations, reduction of costs and by charging realistic price for the 
services rendered except in respect of those meant for poorer sections. 
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Action Taken 

The Committee's recommendation has been noted and it has been 
ci~culated to the concerned MinistrieslDepartments for guidance and 
appropriate action. 

[Deptt. of Economic Affairs O.M. No. F.9 (2) W&MI92 dated 31.8.1992] 
Recommendation SI. No. 13 (Pan No. 1.196) 

The Committee arc not convinced about realism of the equation put 
forth by the representatives of the Government. However. they arc not 
averse to closure of units which are unable to become viable. While 
cautioning against any generalization in the matter they desire that each 
unit may be dealt with on its own merits keeping in view its specific social 
purpose. They also desire that while closing an unviable unit sufficient 
social security should be provided to the employees and workers affected 
in the process. 

Action Taken 

Government have amended the Sick Industrial Companies (Special 
Provisions) Act. 1985 so as to include all Government Companies within 
the purview of the BIF~. The cases of sick PSU arc now being referred to 
the BIFR for the formulation of suitable revival/rehabilitation plans. 
Fourteen such cases have been referred upto May 92. However. a Special 
Tripartite Committee has been set up by the Government under the 
Chairmanship of Labour Ministry of consulting various Trade Unions on 
how best the various sick PSUs can be revived/rehabilitated. "-

Th ~ Committec decided to revive six sectoral level sub·eommittees to 
examinc each PSU at unit level. These diseussions have already started in 
the case of textile sector. In addition. a Sub-Committee of thc Consultative 
Committee of thc Ministry of Labour has also been constituted to look 
into the cases. As alrcady announced. National Renewal Fund has been set 
lip to take care of retraining/redeployment of the iabour affected by 
lechnulogy upgradation. modernisation. restructuring and revival of 
industrial undertakings. 
(Deptt. of Economic Affairs O.M. No. F 9(2) W&MI92 dated 31.8.1992) 

Recommendation SI. No. IS (Para No. 1.199) 
The Committee desire that vigorous efforts may be made to widen the 

lax hase by bringing wilhin the tax net all those categories of peoplc who 
have hitherto escaped the tax-ne\. 

Action Taken 
Govcrnment htls taken steps. hllth legal and administmtive. to widen the 

tax base. The Income-tax act has heen amended in ~hc last few years with 
II vicw 10 omit or restrict the various exemptions lIr deductions aV&lilable to 
the lax payers. ralionalising the rah .. ·s of Income-tax and strengthening the 
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prOVISions for deterrent action against tax evaders. The adminstrative 
machinery for conducting survey and searches has also been streamlined in 
the recent past in order to widen the tax base. Through the Finance Act, 
1992 a scheme of presumptive taxation has been launched. This scheme, 
which is optional in nature, covers retail traders and persons engaged in 
the running of eating places or in certain vocations. 

2. The major tool available with the Government to detect new assessees 
is survey conducted under section 133B of the Income-tax Act. Steps have 
been taken to bring small towns within the ambit of the survey so as to 
bring the affluent sections of the population of these areas within the tax 
net sradually, but systematically. The statistical data in ~hil resard is given 
in the table given below:-

Year 

1988-89 
1989-90 
1990-91 
1991-92 

Number of 
premises 
surveyed 

729459 
817803 
892438 
998176 

Number 
of new 
assessees 
added 

498176 
467711 
523052 
475487 

[Deptt. of Economic AftairsO.M.No .. F.9(2) W&tMl92 dated 31.8.1992) 

Rec:ommendltiOD 51. No. 18 (Pin No. 1.207) 
I 

In view of the present balance of payment situation, notwithstandinl 
recent improvements in the reaerve surplus on current aecount, the 
Committee ue somewhat sceptical about the efficient Ule of forei,n debt 
by the Government. They are, therefore, of the view that the Government 
should hive a fresh look on the country'. total external liability before 
soin, for fresh borrowin ... 

The Committee would also like to be BUured that in the name of 
UPlI'adltion of technoJolY Ittenathenin, and enhancin, production bue 
infnatructure lector and mOdernilition of the economy precious forelln 
exchan,e will not be squandered to promote consumerism or elitilm. 

Action Taken 

Tbe recommendation of the Committee hal been noted. It may be Itated 
that Government does not rClard external borrowinl u a subatitute for 
relOurlO mobWaltion throulh domeltic efforh, U ita basic objective il to 
attain lelt IUltained lrowth tbrou'" IOlf reliance. However, in the cue of 
a low income deveJopin, country like India, the ,ap between investment 
requirements and internal resources avaUabUlty hu to be brid,ed by inflow 
of capital from abroad. It is alwa)llenlured that such inflow should, to the 

. maximum extent ~b1e, be in' the form of consessional external 
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assistance. It il allo in conformity with our national Plan priorities and 
doel not in any manner impinle upon our freedom in the matter of policy 
formulation. 

The level of the country'l external indebtedneu and likely burden of 
debt servicinl ue conltantly kept in view to enlure that debt service 
liability remains within our capacity to meet these oblilatfons. Government 
will ensure that this burden does not exceed the capacity of the economy 
to service such loans. The Government has already introduced a 
prolramme of economic reforms aimed at short term stabilization 
combined with lonler term restructurinl. These reforms are intended to 
improve the economic condition of the country and revitalise our lrowth 
process includinl our export earninl capacity. so as to enhance our 
capacity to repay the external loans. 

As relards the use of precious foreiln exchanle, Government have 
taken a number of Iteps, the details of these steps are liven in the Finance 
Minister's statement in Parliament on 'Manalement of the EconolJlic 
Crisis' on 16th December, 1991. 

Also, in the Budlet speech for 1992·93 the intention of the Government 
to curb conspicuous consumption, and to discourlle imports of non· 
essential consumer goods, hal been reiterated. Further, while importl of 
captial loods and raw materiall has been liberalized, consumer 100ds 
import has been kept under restraint. 
[Deptt. of Economic Affairs O.M No. F. 9(2) W&M192 dated 31.8.1992] , 

Recommendation 51. No. l' (Pan No. 1.209) 
The Committee urle a conservative approach towards commercial 

borrowinp and would like Government to encourale direct foreiln 
investment to not only reltrict commercial borrowinls but also redeem 
lome of these debts to the extent polsible. 

Actloa Tak. 
Government have already adopted a policy of encouraainl Direct 

Foreiln Inveltment (DFI) II opposed to debt. Several policy meuures 
have been introduced to brin, about the desired results in thil relard. 
These are as follows:-

<a) According to the new foreign investment policy, automatic approval 
will be given by the RBI for DFI upto ~1 % foreign equity in high 
priority industries. 

(b) To provide access to international markets, majority foreign equity 
hold in, upto 51% will be allowed for trading companies primarily 
engaged in export activities. 

(c) To provide single window clearance for all 'aSpeCtl of foreign 
investment proposals, Government hu set up a four member 
Foreign Investment Promotion Board CAPB). The functions of the 
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Boud wiD comprise expeditious clearance of proposals, 
establishment of contacts with and invitin, select international 
companies to invest in the country in appropriate ventures and to 
periodically review the implementaion of the projects cleared. 

[Deptt. of Economic Affain O.M. No. F.9(2) W&M192 dated 
31.8.1992) 

Rteommendatlon SI. No. 20 (Pan No. 1.210) 
Repayment of external loans is mainly made from the country's exports 

which to a larle extent ue dependent on imports. Since the foreiln 
exchanle reserves have touched RI. 9,8000 crores in January, 1992 the 
Committee recommend that import restrictions imposed by RBI durinl the 
lut six months should be lifted immediately for all those items which form 
an input for exports. 

Action Tak.a 
All the import restrictions imposed by the Reserve Bank of India durin, 

the recent period have been withdrawn. A copy of RBI's circular letter 
dated 12.2.92 on the subject to all Scheduled Commercial Banks is 
annexed. 

Anaexure to SI. No. 20 
Copy of RBI's dreular letter No. IECD, 5CVPMD199191·92 dated 12.2.92 
addressed to all Scheduled Commereial Banks on the subject of ftnanclnl or 

Imports. 
Please refer to the instructions restinl with our circular IECD No. 441 

PMDI99191·92 dated January I, 1992, in terms of which imports other 
than capitalloods under OOL and Specific Licences (other than those in 
respect of wlJich the requirement of prelCribed minimum cuh marlins had 
been waived) were subject to a J'fquirement of prescribed minimum cash 
marlin of 2S per cent. It bas no" been deeJded to "Ithdra" the aid 
requirement or pl'tlCl'lbed minimum cub marlins "Itb immediate elfect. 

2. R ...... of cub mar ..... by banb 
Banks are hereby advised that prescribed cuh marlins maintained with 

them should be released to the importers. However. banks are free to 
decide upon the manner and quantum of margins to be maintained by 
importers, as per their usual practice. 

3. Interest Rate Surchar .. 
Banks may please recall that in terms of instructions contained in our 

circular IECD No. PMD. 54199190-91 dated May 9, 1991, banks are 
required to charge an interest rate lurcharle of 25 per cent on import 
finance. It bas now been decided to wlthdra" wltb effect from February 13, 
1992, the levy of lat_t rate lurcbarl" 
[Deptt. of Economic Affain C.M. No. F. 9(2) W&MI92, dated 31.8.1992] 
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Recommendation SI. No. 21 (pIn No. 1.211) 
The Committee appreciate that there are no short cuts to a situation 

where expenditure on account of interest payments are pegged at a 
reasonable level. However, they do desire the Government to repay short 
term debts, particularly commercial borrowinp from Mte internationl 
money market, at the earliest opportunity in order to reduce the interest 
burden. The Committee would like to be informed, within a reasonable 
period not exceeding six months, about the detailed plan of the 
Government to achieve this objective. 

Action Taken 
In the light of our recent experience when the country had to face a 

severe Balance of Payments crisis. there hu been a rethinkins on the 
question of restrictins the magnitudes of short-term debt to su.tainable 
levels and also replatins the purposes for which short-term debt could be 
contracted. The extreme volatility of short-term debt witnessed durin, the 
BOP crisis ha. been the main reason for our above approach. 

2. Government hu already taken the following decisions In thjs 
re,ard:-

(a> The work relating to approval of short-term borrowinll. taken to 
mean all borrowings having an original maturity not exceeding one 
year is presently beinl approved by the Reserve Bank of India and 
not by the Ministry of Finance as wu the practice earlier. RBI 
would also be monitorins the short-term flows, the overall 
magnitudes. etc. Since short-term debt is contracted for the mOlt 
part for trade finance purposes and also to facilitate a more efficient 
monitorinl of the impact of short-term debt flows on the. country's 
reserves it wu felt that RBI would be the more appropriate a,eney 
to handle this task. 

(b> It lau also been decided that recourse to .hort-term debt should not 
be taken as an instrument for protecting the reserves. 

3. Apart from the above. the Government il allo conliderin, the followin, 
meuures for replating sbort-term debt~-

(a) Short-term debt should be permitted only for trade related purposes 
and at normal term •. Normal terml may be defined u trade related 
debt permissible under the extaet Exchanac Control Replationl. 

(b) No rollover beyond six months Ihould be aped in reprd to Iny 
short-term facilities without a careful consideration of the 
implications. 

(c) Even in relard to canalisinl Blencies Ind other public sector 
alencies. which may tlke recoune to short-term flnancinl of tbeir 
own accord, efforts should be made to diversify their lender profile. 

(d) Any Ihort-term debt not ,ovomed by tho above couideratlons 
Ihould be I~ciflcally' approved by RBI after .attsfylnl itself that 
recourse to such debt wu on lenuine COlt considerations or trade 
related coulderatlou. 

<e> Reduction in the overall mlpitude of shon.term debt should be 
effected in a araduat manner to moderate the impact of such 
reduction on the country's rOIOnes. 

(DepU. of ~mic: Aftain O.M. No. F.9(2)IWclMI92, dated 31.8.1992J 



CHAPTER III 
RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 

DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 
Recommendation SI. No. 4 (Para No. 1.181) 

The committee being fully conscious of the thre~t to national security 
expect the Government to proceed with caution in restricting defence 
expenditure. However, they are at the same time of the view that there are 
several areas in the Defence Services Estimates where either substantial 
savings are possible or substantial incomes can be generated. These are 
inter alia (i) rationalization of the manpower structure through reduced 
span of colour service; (ii) rationalization of the command structure in the 
Armed Forces; (iii) better utilization of manpower resources particularly in 
workshops, repair, depots. dockyards; (iv) partial privatization of 
production of items in ordnance factories and defence related public sector 
units; (v) better utilization of manufacturing capacity and repair loverhaui 
capacity through exports effort and by including the small scale sector; and 
(vi) better utilization of defence lands. 

Action Taken 
Ministry of Defence has undertaken measures for containing 

expenditure. These include prioritising projects. deferring/cancelling 
schemes/projects of les. .. er priority. Inventory with the Services and 
holdings and reserves of equipment/ammunition have been reduced. Other 
economy measures undertaken by the Services pertain to manpower. 
transport. POL. rationalisation of training. induction of fuel efficient 
vehicles. economy in local purchase of stores. repair/overhaul of non· 
combat vehicles thrQugh trade etc. Existing equipment is being modernised 
to reduce the requirement of fresh inductions. The Services arc also 
mobilising resources by sale of surplus/obsolete stores. Surplus land is 
being identifled for being put to effective use. sold or exchanged with State 
Governments. The position with regard to .. arious areas suggested for 
effecting savings is as under:-

Rationalisation of the manpower structure through reduced span of 
colour servic:e:- A proposal for rationalisation of ma~power structure. 
throu&h reduced span of colour service in the Army. is already under 
consideration of thc Ministry of Defence. 

Rationalisation of the command structure In the Armed Forces:- Thc 
Army HQrs. have constituted Committees to rationalise and optimise 
manpower structures and maximisc savings in Defence expenditure. 

The important Committees are:-
(i) Experts Committee 

(ii) Special Committee for review of combat echelons. and 
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(iii) Special Committee for review of LoJiatic support. 

The Committees have given their recommendations and these are being 
analysed and implemented. The implementation of these recommendations 
is expected to result in considerable savin .. in Defence Expenditure. 

Better utWlldon of manpower reIOUl'CeI .. rtkularly In worksbops, 
repair, depots dockyards:-The utmsation of manpower is monitored 
continuously and every effort is made to optimally utilise the available 
resources. The Armed Forces have carried out an exercise to identify the 
areas where reduction of manpower is possible. As a result of this review, 
Services have been able to surrender some of tbe posts from the existina 
establishments and redeploy them profitably eJaewhere. This has resulted 
in reduction in demand for new sanctions. 

Partial privatization of production of Items In ordance factories and 
defence related pubUc sector unlts:-The practice of sub-contracting to 
private sector is resorted to for such areas where capacity constraints exist. 
Presently, in view of lean order book position the in-house capacity i& 
being exploited to the e1(tent feasible, before sub-contracting is resorted to. 

Better utlUzatlon or manufadurlnl capacity and repalr/overbaul capacity 
throulh exports effort and by Includlnl the smaO scale seclor:- The 
Recommendations of the Estimates Committee have been noted. The 
Department of Defence Production and Supplies has already accorded a 
very high priority to export effect. Units in the small scale sector are also 
involved to the extent they can meet the stringent requirments of..Dcfcnce. 

Better utilization or defeaCt lands:-A three-fold strategy has been 
adopted to achieve efficient utilisation of Defence, land, namely:-

(a) to reduce scales for various Defence requirements and by 
adoption of modern techniques; 

(b) by identifying lands rendered permanently surplus to Defence 
requirements and disposal of such lands; and 

(c) by restricting land acquisition to meet only essential 
requirements. 

Thus, as recommended by the Estimates Committee appropriate 
measures have been initiated to ensure better utilisation of defence lands. 

[Department of Economic Affairs O.M. No. F.9(2)IW&MI92, dated 
31-8-92] 

Recommendation 81. No. • (Para No. 1.186) 

The Committee find that foodgrains producers are not the only 
consumers of fertilizers. Cash crop producers such as growers of tea, 
coffee, tobacco, fruits, sugarcane and other cash crops also use chemical 
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fertilizers. In their opinion there is no justification for sale of fertilizers at 
subsidised rate. to producers of cuh crops, Immediate steps should 
therefore be taken to study this aspect and find ways and means to ensure 
that subsidy on cash crops is eliminated. 

Ac:tlon Taken 
Some subsidised fertilizers are being utilised for production of cash 

crops. However, u there are more than two lakh retail distributors of 
fertilizers it is not considered practicable to have a dual pricing so that the 
producers of cash crops obtain fertilizers at the full price. It may be stated 
that while decontrolJing potassic/phosphatic fertilizers, the fact that these 
are being used more by farmers of commercial crops, was kept in view. 
[Deptt. of Economic Affairs O.M. No. F 9(2)-W&M, dated 19-11-1992] 

Recommendation SI. No. 14 (Para No. 1.197) 
The Committee recommend that where workers cooperatives are willing 

to take over the management of sick public sector units, the same should 
be encouraged. 

Action Taken 
Government is prepared to consider viable proposals for running sick 

PSUs by workers' cooperatives. 
[Deptt. of Economic Affairs O.M. No.F 9(2) dated 31-8-1992] 

Recommendation SI. No. 16 (para No. 1.101) 
The Committee urge a comprehensive approach' to the problem of 

unaccounted income and wealth. 

Recent amnesty and inmunity schemes was the fourth opportunity 
provided to tax-dodgers in the past to legalise their wealth through 
disclosure schemes which have not yielded the desired results. Therefore, 
there should be no h~sitation on the part of the Government to take stern 
measures against hoarders, black-marketeers, smugglers and other habitual 
tax evaders to unearth the ill-gotten unaccounted wealth. This, in turn, 
would also help curb inflation. 

Ac:tloD Taken 
Government has adopted a comprehensive and multifaceted approach to 

tackle the problem of unaccounted income and wealth in the 
economy.Government has launched immunity schemes which provide an 
opportunity for holders of unaccounted income and wealth to declare their 
assets and receive the benefits of holding accountable wealth and income. 
These have shown substantial results. Government has also undertaken 
serveral steps to simplify and rationalise the tax structure which will reduce 
the incentive for generating and holding unaccountable income. Along with 
thase measures, the enforcement machinery has been strengthened and a 
large number of seizures have been effected in recent times. 
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2. Surveys, search operations and assessments are the tools employed by 
the Income-Tax Depanment for identifying new assessees so as to widen 
the tax net and also to combat tax evasion. The surveys are conducted in 
the case of existin, assessees for detecting tax evasion. These are also 
useful for collecting information regarding ostentatious expenditure 
incurred especially on social functions. These are also conducted for the 
purpose of identifying and locating new assessees, the basic objective being 
to bring persons havin, taxable income who have not hitheno been 
assessed to tax within the tax net. 

3. The drive a,ainst tax dod,ers. black marketeers. smu&llers etc. is a 
continuous exercise and Government has been taking stem measures· 
against tax evaders to unearth unaccounted wealth. In the period from· 
1.12.1991 to 31.7.1992. 42SS searches were conducted leading to seizure of 
cash and valuables of Rs. 281 crores and surrender of concealed income of 
Rs. 373 cron~s. 

4. Government has introdueed a new chapter in the Income-Tax Act. 
effective from 1.10.1986. to curb the use of black money in the real esta\(: 
transactions. This enables the Income-Tax Department to make a pre-
emptive/purchase of immovable properties in 28 Metropolitan cities 
whenever the Department comes to the conclusion that the sale value of 
the properties has been understand. Up to 31-3-1992, the Departmant 
made purchases of 774 properties at a cost of Rs. 299 crores. It has resold 
382 properties costing Rs. 147 crores, for Rs. 195 crores. 

[Deplt. of Economic Affairs O.M No. F 9(2)-W&M192. dated 31.8.1992) 
'-

Recommendation 51. No. 17 (Pan No. l.lOl) 

The Committee desire that effective steps should be taken to mop up 
maximum possible amount of tax revenue lying in arrears. 

Action Taken 

Direct Taxes: 

Collection of outstanding demands is always given high priority. 
The total demands outsanding on 1-4-1991 amounted to Rs. 6695 crorcs. 

out of which Rs. 3247 crores have been collected/reduced up to 31-3-1992. 
However. current demands were also raised during this period out of 
which a portion has remained unrealised. Normally, the demands remain 
disputed in appeals and the recovery is generally possible only if the 
appeals have been decided in Government's favour. 

The subject of reduction of outstanding demands was discussed in a 
recent Conference of Chief CommissionersiCommissoncrs of Income-Tax. 
The Conference inter alia resolved that in 1992-93 high priority should 
continue to be given to the matter of realisation and reduction of the 
outstanding demands. 
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Indlrec:t Tiles (Central Excise) 
The position of Central Excise arrears is u under:-

(Rs. Crores) 

As on 1.4.91 As on 1.4.92 

1. Arrears not stayed by any authority 
2. Arrears stayed by Collectors (Appeals) 
3. Arrears stayed by CEGA T 
4. Arrears stayed by Courts 
S. Arrears referred to State revenue 

Authorities for recovery, Certificate 
Action, Persuasive action etc. 

130.76 
51.01 

274.15 
393.98 
376.51 

79.06 
94.27 

370.16 
400.36 
577.61 

The Collectors of Central Excise have been advised to momtor 
personalJy important Court cases and take appropriate steps for 
expeditious disposal. Supreme CourtlHigh Courts are moved from time 
to time for early listing of high stake revenue cases. Chief Justices of 
important High Courts have also been requested to earmark special 
Benches for expeditious settlement of these cases. 

[Oeptt. of Economic Affairs O.M. No. F 9(2)-W&M192, dated 
31-8-1992] 

Recommendation SI. No. 11 (Para No. 1.%14) 
As regards the implementation of economic reforms the Committee 

would like to strike a note of caution that while the Government must 
strive hard to improve the image of India as a market-driven country 
and that the new policy is irreversible the Committee at the same time 
would like the Government'to underline the necessity of assuring the 
public of its determination to keep in check the twin dangers of 
inflation and unemployment which are already confronting the country. 
The Committee wish to express their grave concern at the unabating 
inflation which has hit the common man very badly. 

Action raken 
The Government is seized of the serious problems of inflation and 

unemployment in the country and has been reiterating its resolve. in 
Parliament and other fora. to mitigate them. The price sit~ation is being 
regularly monitored by a Cabinet Committee. Along witH the macro-
economic stabilisation programme. several steps have been taken to 
contain demand and augment supplies to check inflationary pressures. 
The targeted reduction in fiscal deficit from 6.5 per cent of GOP in 
1991-92 to 5 per cent in 1992-93 carries a major thrust in curbing 
aggregate d~mand. Selective credit c;ontrols on bank. advances agaidSt 
price sensitive essential commodities have been tightened. On supply 
side, imports of essential commodities have been arranged to improve 
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the domestic supply situation. The Public Distribution System has also 
been revamped and extended to about 1700 blocks in farflung and 
disadvantaged areas with a view to insulating the poor against inflation. 
As a result of the various steps taken. the rate of inflation which had 
peaked at around 16.7 per cent in August 1991. came down to 13.6 per 
cent at the end of March. 1992 and further to 11.2 per cent by early 
July. 1992. 

'Generation of adequate employment to achieve near full employment 
level by the turn of the century' is mentioned as the first objective of 
the Eighth Five Year Plan (1992-97). For this, a 3 per cent annual 
growth in employment opportunities is considered nccessary. 
Eradication of unemployment and poverty largely depends on faster and 
broad-based development of the economy. Geographically and cropwisc 
diversified agriculture. wasteland development for crop cultivation and 
forestry, rural non-farm sector. small scale manufacturing, urban 
informal sector, rural infrastructure. housing and services, have been. 
identified as sectors and areas constituting the basic clements of an 
employment-oriented growth strategy. Besides. efforts would be needed 
for upgradation of technologies of the self-employed in traditional and 
unorganised sectors and improved access to credit and markets. The 
programmes for the rural and the under-employed poor will continue. 

The economic reforms policies. by stimulating growth process through 
infusing efficiency and competition. are expected to increase the 
capability of the system to reduce poverty and uncmptoyment. 
Restructuring of the economy and reorientation of the role of public 
sector would necessitate some readjustment of workers. But it will be 
ensured that the weaker sections of society remain protected and do not 
bear the burden of adjustment. The establishemnt of the National 
Renewal Fund has been done with precisely this consideration in view. 

[Deptt. of Economic Affairs O.M. No. F 9(2)-W&MI92. dated 
31-8-1992] 

Recommendation SI. No. 13 (Para l.~lS) 

While dwelling upon the aspect of economic reforms under the New 
Economic Policy the Committee cannot emphasise what is all too 
obvious. While there is no painless way of mastering a crisis created by 
too heavy a debt burden yet the Committee feel that common man 
should not be called upon to pay too heavy price for past sins of 
omissions and commissions which con ungrudgingly be attributed to 
government/management failures. 

At the same time the Committee feel that workers too must slowly 
but surely reconcile themselves to the fact that the public sector has 
ultimately to earn at least its own keep and has to run itself 
profesSionally f<?r a profit. In that they must sec the imperatives of the 
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ongoing economic policy reforms in economy with a view to achieving 
objectives of improving productivity, efficiency, employment 
opportunities, strengthening technology base and boosting export 
performance for making Iadian economy dynamic, outward looking and 
a powerful engine for growth and for raising the quality of life of the 
ordinary man in the country. 

Adlon Taken 
The Government have taken several measures so .that the structural 

reforms under the New Economic Policy should not unduly hit the 
common man. A National Renewal Fund has already been established 
for retraining. redeployment or rehabilitation of the workers who 
become surplus due to the restructuring of the PSEs. Wherever 
possible. the sick PSEs will be rehabilitated by revival or merger. Cases 
of a number of sick PS~s have already been referred to the BIFR. 
Government appreciate the view that the workers also must reconcile to 
the imperative need of improving the efficiency and competitiveness of 
the PSEs. On this issue Government have been continuing a dialogue 
with the representatives of the Trade Unions at various levels. 

[Deptt. of Economic Affairs O.M. No. F 9(2)-W&W92. dated 
31-8-1992] 

Recommendation SI. No. 14 (Para No. 1.116) 

The Committee recommend as follows: 
(i) The Government should ensure that the capital and technology 

inflows sought to be facilitated by the new industrial policy 
should not result in the loss of domestic market rather than in 
gaining export markets. India's priorities must be made clear. 
Concessions to foreign direct investment must be determined 
primarily by India's own needs and priorities. 

(ii) The Committee also desire that creation of employment 
opportunities should receive the highest priority particularly in 
view of the structural adjustment which might cause disruption in 
the employment situation in the short-term. 

(iii) With a view to stepping up employment generation the 
Government should accord primacy to agriculture. development 
of small scale industry and encourage investment to boost 
construction activities. 

(iv) The Governemnt should strive hard to disseminate information 
about the new policies and their impact in order to promote 
national consensus on the subject. 

(v) The Committee would like to caution the Government to take a 
serious note that inflation and unemployment which accompany 
deregulation of economy is likely to cause social tension. This 
can be avoided by creating awareness among the people. 
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(vi) The Government should take all steps necessary to firmly and 
effectively deal with the problems of industrial prodUction and 
price rise in respect of items of mass consumption. 

Action Taken 
(i) The Government is not in favour of granting any special 

concessions to foreign investors vis a vis those beinl given to 
domestic investors. It is expected that foreign investments will flow 
into the country on the same terms and conditions as are currently 
available to domestic investors. Furthermore, several areas of 
industrial activity which have been reserved for the small scale 
industries and public sector units continue to be inaccessible for 
direct foreign investment except in special cases where such 
investment is accompanied with inflows of latest technology or 
substantial export earnings. • 

It may, however, be clarified that the objective of the new, 
industrial policy is to remove as many procedural and bureaucratic 
hurdles as possible in the inflow of direct foreign investment into 
the country. The current levels of foreign investment inflows into 
India are so small that fears of loss of domestic markets may at this 
stage be quite unwarranted. 

(ii) & (iii) The Government is conscious of the seriousness of the 
problem of unemployment facing the country. The National 
Development Counc .. in its meeting on 22 & 23 May 1992, *hich was 
held to approve the draft Eighth Five Year Plan, also discussed the 
unemployment situation and decided to constitue a Committee under 
the Chairmanship of the Chief Minister of Assam to look into the 
problem of unemployment and suggest measures to tackle it. 

2. The first priority in objectives of the Eighth Plan is generation of 
adequate employment to achievc near full employment level by the 
turn of the century. For this purpose. generation of new stable 
employment opportunities of the orJer of 10 million per year will be 
required during the Eighth Plan period. The main elements of the 
strategy, policies and programmes for creation of additional 
employment opportunities include a faster and geographically 
diversified growth of agriculture, development of infrastructure and 
marketing arrangement for agro-based activities, development and 
utilisation of wasteland, greater attention to the needs of the small 
and decentralised manufacturing sector, large scalc programmes of 
construction of infrastructure and residential accommodation. 
strengthening basic health and education facilities, facilities for faster 
growth of services and informal sector activities. greater flexibility in 
special employment programmes and revamping of training systems. 

3. Enhanced outlay in the Eighth Plan has been provided for 
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development of agriculture, rural development and social services 
keeping in view potentiality in employment generation. 

4. The existing wage and self-employment programmes of 
Inlearated Rural Development Programme, Jawahar Rozgar Yojana, 
Nehru Rozgar Yojana, Self Employment of the Educated 
Unemployed Youth etc. are proposed to be reviewed with a view to 
provide more flexibility. 

5. The Government has also set up a Committee on Boosting of 
Employment for the Educated Unemployed under the Chairmanship 
of Deputy Chairman, Planning Commission. 

6. The structural reforms may in the short run slow down the 
growth rate of GDP and, therefore, of employment during the initial 
one or two years of the Eighth Plan. In the long run, however, the 
stratelY of creating conditions to generate larger productive 
employment particularly in the informal sector adopted during the 
Eighth Plan is expected to generate more employment. 

7. A National Renewal Fund has been created. The Fund will 
provide assistance to cover the cost of retraining and redeployment 
of labour arising as a result of modernisation and restructuring and 
also provide compensation to labour affected by restructuring of 
industrial units. A provision of Rs. 200 crores has been made for 
the purpose in the Budget for 1992·93. 

(iv) The recommendation of the Estimates Committee has been noted. 

(v) The Government have initiated a number of steps for macro·economic 
stabilisation with a view to keeping inflation under control. These 
steps have been directed to contain pressure on demand and augment 
supply so that inflationary expectations are curbed. The pressures on 
demand has been eased as a result of massive effort to correct the 
fIScal imbalances by reduCing the fiscal deficit from 8.S per cent of 
GD'P in 1990·91 to 6.5 per cent in 1991·92. The growth of net R.B.1. 
credit to Central Government has been significantly curbed. Selective 
credit controls on bank advances against price sensitive essential 
commodities like paddy/rice, cotton and kapas have been tightened. 
On supply side, steps have been taken to revanip'the PDS and extend 
its reach to 1700 blocks in far flung and disadvantaged areas. Imports 
of essential commodities including wheat and edible oils have been 
arranled to improve domestic supply situation. The price situation is 
reviewed every week. 

2. As mentioned in reply to recommendation 1.216(ii & iii) above. a 
National Renewal Fund has been created for retraining and 
redeployment etc. Further kccping in view employment potentiality. ' 
strengthening of basic health and education facilities and welfare 



etc., outlays in the Eighth Plan has been stepped up substantially 
for agriculture and allied activities, rural development and social 
services. 

(vi) The Government is fakina all steps necessary to effectively deal with 
problem of industrial production and price rise in respect of items of 
mass consumption. A Steering Committee has been constituted under 
the Chairmanship of Principal Secretary to the PM to monitor 
progress in industrial production and consider steps necessary to 
stimulate industrial activity in the economy. A Special Action 
Committee under the Chairmanship of Cabinet Secretary regularly 
monitors the price situation in the country and the measures required 
to bring down inflation in the economy. The Government is 
committed to using all the resources available Ilt its command to 
ensure that the prices of mass consumption items are not allowed to 
rise in the coming months. 

[Deptt. of Economic Affairs O.M. No. F. 9(2)1W&M/92, dated 
31.8.1992] 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH GOVERNMENT'S 
REPLIES HAVE NOT BEEN ACCEPTED BY mE COMMllTEE 

AND WHICH REQUIRES REITERATION 

Recommendation SI. No. l(Pan No. 1.179) 

The Committee would like to caution Government against any hasty or 
indiscriminate measure to cut expenditure or raise resources in any manner 
which may further strengthen inflationary pressures on the economy, 
leading to a fresh burden on the common man. 

While the Committee appreciate the compulsions within the Government 
have committed themselves to a certain quantitative figures in regard to 
'fiscal deficit' they would like the Government to ensure that economic 
restructuring and measures for expenditure contraction as well as revenue 
augmentation balance each other as far as possible. The committee wish. to 
expre~s their deep anxiety at the possibility of both these steps together 
breaking the back of the proverbial 'camel' resulting in public disquiet 
giving way to despair which will have for reaching and adverse 
consequences for the country. 

Action Taken 

A significant factor contributing to strengthening of inflationary 
pressures is the Government's fiscal deficit. Therefore, the fiscal 
adjustment and discipline sought to be restored by the Government will 
itself contribute significantly to the reduction in inflationary pressures in 
the economy. Government is conscious of the need to keep to a minimum 
the expenditure cuts in social sectors such as health, education, family 
welfare etc. which directly affect the welfare of the common man. In the 
Budget for 1992-93, therefore, the Government has put a great deal of 
emphasis on tmproving the efficiency of public sector units and recovering 
higher dividend payment from them. Moreover, revenues are also being 
raised from disinvesting of public sector equity. These measures, alongwith 
some others to reduce unnecessary and wasteful expenditure in the 
Government will enable the Government to undertake expenditure cuts 
such that they do not contribute to increasing the inflationary burden on 
the common man. 

It must be emphasised that the Government is prepared to use some 
of its foreign exchange reserves which have been built up dur~ng this 
year, to augment supplies of essential commodities like foodgrams and 

3S 
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edible oils through imports. This will contribute directly to the dampening 
of inflationary pressures in the economy. 

[beptt. of Economic Affairs O.M. No. F. 9(2)/W&W92 dated 
31.8.1992] 

Reeommendatloa SI. No. 11 (Pin No. 1.191) 

The Committee are of the view that balance of advaDtage lies in favour 
of a ceiUnl on borrowinas. In their opinion, the difficulties perceived in 
having a ceilin, on borrowin,l can be overcome by adoptins a flexible 
approach in determining the figure at which ceiling should be imposed. 
Any such figure can be reviewed every year and adjusted in accordance 
with the requirements of the situation but only after a discussion and 
positive vote in the Parliament. The Committee feel that this itself will act 
as a check agaiRst indiscriminate borrowings and its pernicious 
consequences. 

Action Taken 

1. Article 292 of the Constitution contains a provision for the imposition 
of a statutory ceiling on the Centre's borrowings. It reads as follows:-

Borrowinl by Government of India--the executive power of the 
Union extends to borrowing upon the security of the Consolidated 
Fund of India and within such limits, if any, as may from time to 
time be rlXed by Parliament by law and to the livins of SUllFantees 
within such limits, if any. as may be so fixed. . 

This Article covers only borrowings on the security of the Consolidated 
Fund I.e. its covera,e is restricted to borrowin, from market loans, 
Treasury Bills and external loans wbich flow into tbe Consolidated Fund of 
India. It does not cover borrowinl" like .mall .avinas, provident funds, 
deposits, etc. which flow into the Public· Account of India. In the 1992·93 
Budget wbile net consolidated fund borrowinp arc estimated at Rs. 14898 
crores, net borrowinp from the Public Account are estimated at Rs. 19510 
crores. 

• 
2. Providing for a statutory ceiling on borrowings on the security of the 

Consolidated Fund alone would therefore not serve any purpose. This 
Ministry has examined whether it would be feasible to prescribe a statutory 
ceilinl on borrowinl on the security of the Consolidated Fund of Indi~ 
plus fresh liabilities arising in the Public Account of India, 'Whi~h should' 
not exceed at tbe end of the financial year, a fixed percentale of the 
estimated GOP in that financial year. 

3. This bu, however, not been found operationally feasible as the GOP 
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for aoy year is available only two years later. Any such scheme would 
require that the Governm~nt legislate at the beginning of each year for a 
permissible amount of borrowing fixed as a stated percentage of GOP, The 
scheme would also have to provide that any excess over the ceiling on this 
statutorily prescribed borrowing has to be reguJarised by Parliament in due 
course. as in the case of excess expenditure over grants voted by 
Parliament. Such a scheme will not be an improvtment from what is 
inherent in the present budgetary procedure. A statutory ceiling on 
borrowing will not help improve Government budgetary practice and the 
extent of fiscal discipline more than what is possible now. 

4. This Ministry's view is. therefore. that there is no specific advantage 
in providing for a statutory ceiling on Government borrowing. 

[Oeptt. of Economic Affairs O.M. No. F. 9(2)·W&M/92. dated 
31.8.1992] 

Recommendation SI. No. 12 (Para No. 1.194) 

Since repayment of Principal constitute a major item of expenditure in 
the Budget and in order to have proper assessment of the magnitude of 
debt service payment (i.e. repayment of principal and payment of interest) 
during the year. the Committee recommend that the item 'interest 
payments' in the Expenditure Budget should be replaced by 'Debt Service 
Payment' indicating separately the 'Repayment of Principal' and 'Interest 
Payments' in that year, both as a proportion to the total revenue. 

Action Taken 
Article 112 of the Constitution provides that in the "Annual Financial 

Statement" placed before both the Houses of Parliament. the estimates of 
expenditure "shall distinguish expenditure on revenue account from other 
expenditure". The Expenditure Budget documents have to follow the 
classification adopte'd in the Annual Financial Statemcnt. 

2. In accordance with the accounting classification prescribed on the 
advice of the Comptroller and Auditor-General of India. under article ISO 
of the Constitution. interest charges are classified as revenue expenditure. 
whill! internal and external debt receipts and repayments arc classified as 
capital receipts and payments. These transactions pertain to the 
Consolidated Fund of India and hence the related expenditures arc to be 
authorised by Parliament under article 114 of the Constitution. Certain 
other borrowings like small savings. provident funds. special depGlsits. etc. 
form part of the Public Account of India. Repayments of these liabilities 
do not require parliamentary authorisation under the constitutional 
provisions. 

3. Revenue receipts of the Central Government arc prescntly less than 
the revenue expenditure and there is a resultant revenue deficit. This has 
been a recurring phenomenon ever since 1979·80 and is likely to continue 
for sometime to eQme. In this situation. borrowings will necessarily have to 
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be repaid, on maturity, only from fresh borrowinp Ind not out of 
revenue. AccordinaIy in the document. BudFt at a Glance and Receipts 
Budget. borrowinp arc shown on a act buia, that is net of repaymcnts. 
This is also the practice adopted by the Planning Commission in drawing 
up the scheme of financing the Plan. 

4. As revenue receipts arc not at present being applied towards any 
repayment of debt a comparison of the two does not appear to be 
appropriate at this stagc. . 

[Deptt. of Economic Affairs O.M. No. F. 9(2)-W&W92, dated 
31.8.1992] 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
FINAL REPLIES ARE STILL AWAITED 

NEW DUIII; 

Marcll,26. 1993 
c.""a;tra .~. 1915 (Saka) 

NIL 
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APPENDIX 

(Vide Introduction of the Report) 

Analysis of Action Taken by Government on the 12th Report of Estimates 
Committee (10th Lok Sabha) 

Total number of Recommendations 

I. Recommendations/Observations which have 
been accepted by Government 

(Sl. Nos. 1. 3, 5, 6, 7. 9, 10, 13. 15, 18. 19, 20. 
21) 

Total 

Percentage 

II. Recommendations/Observations which the 
Committee do not desire to pursue in view of 
Government's replies 

(SI. Nos. 4. 8. 14. 16. 17. 22. 23. 24) 

Total 

Percentage 

Ill. Recommendations/Observations in respect of 
which Government's replies have not been 
accepted by the Committee 

(St. Nos. 2. 11. 12) 

Total 

Percentage 

IV. Recommendations/Observations in respect of 
which final rcplies arc still awaited 

(Nil) 

Total 

Percentage 

4() 

24 

13 
54.16% 

8 
33.33% 

3 

12.50% 

Nil 

Nil 



PART-R 
MINUTES OF THE 27TH SI'ITING OF THE ESTIMATES 
COMMI'ITEE (10TH LOK SABHA) HELD ON 16TH MARCH, 1993 

The Committee sat from 1500 hours to 1625 hours. 
2. The following were present in the sitting of the Committee;-
1. Shri Manoranjan Bhakta Chairman 

2. 
3. 
4. 
S. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 

MEMBERS 
Shri Somjibhai Damor 
Shri Santosh Kumar Gangwar 
Shrimati Oirija Devi 
Shri Nurul Islam 
Dr. Viswanatham Kanithi 
Shri Manjay Lal 
Shri Hannan Mollah 
Shri O. Devaraya Naik 
Shri Rupchand Pal 
Shri Sriballav Panigrahi 
Shri Harish Narayan Prabhu Zantye 
Shri Amar Roy Pradhan 
Shri Moreshwar Save 
Shri Manabendra Shah 
Shri Mahadeepak Singh Shakya 
Shri Manku Ram Sodhi 

SECRETARIAT 
1. Shri B. B. Pandit - Director 
2. Shri K. L. Anand 
3. Shri S. B. Arora 

- Under Secretary 
- Committee Officer 

3. The Committee 
lUports:-

considered and adopted the following Draft 

(i).. •• .. 
(ii) Draft Report on action taken by Government on the 

recommendations contained in the 12th Report of Estimates 
Committee (10th Lok Sabha) relating to the Ministry of finance 
(Department of Economic Affairs)-Fiscal Policy-Management of 
Deficit-External and Internal Debts was conaidered by the 
Committee and the same was adopted subject to the foUowing 
amendment/modification; 
ADD the word 'Marketing support' after the word 'upgradation' at 
page 17 of the Report. 

(iii)" •• •• 
4. The Committee also authorised the Chairman to make other 

consequential changes arising out of factual verifieatioas by the respective 
Ministries and present the same to the House. 

The Comm;net then adjoumtd. 
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LIST 01' At1l1IOIUSD AGENTS POll THE SALE or LOX SABIIA 
SECUTAJUAT P'VBLICAnON 

ANDHRA PRADESH 
1. MI •. Vijay Book Aaenc:y, 

11·1-477, mvlaraadda, 
Seamderabad-SOO 306. 

BIHAR 
2. MIs. Crown Book Depot, 

UpperrBazar, Ranchi (Bihar). 

GUJ.ARAT 
3. The New Order Book Company, 

Ellis Bridae, Abmedabad·380 006. 
(T. No. 79(65) 

MADHYA PRADESH 
4. Modem Book House. Shiv Vilas Place, 

Indore City. (T.No. 35289) 
MAHARASHTRA 
S. MIs. Sunderdas Gian Chand, 

601. Girpum Road. Near Princes 
Street, Bombay-400 002 

6. The International Book Service. 
Deccan Gymnkhana. Poona-4. 

7. The Current Book House. 
Maruti Lane. 
Rashunatb Dadaji Street. 
Bombay-400 001. 

8. MIs. Usha Book Depot, 'Law Book 
Seller and Publisbers' Aaents' 
Govt. Publications. 51!5. Chira Bazar. 
Kban House. Bombay-400 002. 

9. M &. J Services. Publishers. 
Representative Accounts &.' Law 
Book Sellers. Mohan Kunj. Ground 
Floor. 68. Jyotiba Fuele Road 
Nalaaum. Dadar. 
Bombay~ 014. 

10. Subscribers Subscription Service India, 
21, Raghunath Dadaji Street • 

. 2nd Floor. 
Bombay-400 OOJ. 

TAMIL NADU 
11. MIs. M.M. Subscription Aaencies, 

14th Murali Street. (lIt Floor). 
M&halingapuram. Nungambakkam. 
Madraa-600 034. 
(T.No. 476558) 

'----,--,---------

sa. N.- ~ AcIM 
No. 

UTTAR PRADESH 

12. Law Publiaben, Sardar Patel Mara, 
P.B. No. 77, Allahabad, U.P. 

WEST BENGAL 
13. MIs. Madimala, Buys cl SeUs, 123, 

Bow Bazar Street, Calcuna·l. 
DELHI 

14. MIs. Jain Book ABeDC)'. 
C-9, Connaupt Place, New Delhi, 
(T.No. 351663 cl 3S08(6). 

IS. MIs. J.M. Jaina cl Brothen, 
P. Bol 1020, Mori Gate, Delhi·l1(0)6. 
(T.No. 291S064 &. 23(936). • 

16. MIs. Oxford Book &: Stationery Co., 
Scindia House, Connaught Place. 
New Delhi·1l0 001. 
(T.No. 3315308 &. 45896). 

17. MIs. Bookwen, 2172, Sant NirlinQri 
Colony. Kinasway Camp. 
Delhi·1l0 009. (T.No. 71123(9). 

18. MIs. Rajendra Book A8ency. 
JV·DRS9. Lajpat Nagar. 
Old Double Storey, New Delhi·1I0 m. 
(T.No. 6412362 &: 6412l3J). 

19. Mis. Ashok Book Agency, 
BH·82. Poorvi ShaliD1Jlr Bagb, 
Delhi-110 033. . 

20. MIs. Venus Enterprises. 
B·2/85, Pbase-II A.hok Vihar. Delhi. 

21. Mis. Central News Agency Pvt. Ltd .• 
23/90. Connaughl QrcUl, 
New Delhi-110 001. (T.No. 344448, 
322705. 344478 &: 344508). 

22. Mis. Amrit Book Co. 
N-21, Connaught Circus, 
New Delhi. 

23. MIs. Books India Corporation 
Publishers. Imponers cl Elponen, 
L-27, Sutri Nagar. DeIhi·110 052. 
(T.No. 269631 & 714465). 

24. MIs. Sanaam Book Depot. 
4378/4B. Murari Lal Street. 
Ansari Road. Darya Ganj. 
New Delhi-lIO 002. 



~R&£!iNDA 

f..i9! Para Line £.0...;: R€'ad .- --
3 1.9(iv) 2 status stat~5 

12 ( vii) 7 case ease 
21 1. 2D7 14 resours~ r'.~sou.cc~ 

, 

23 1. 210 3 Rs.9,8000 Rs.9,BOO 
24- 1. 211 4 in ternQ tion1 int·.lmational 
26 1. 181(1i1) 13 ordanc~ ordnance 
27 1. 197 10 -inmunity immunity 
28 4 6 Deparbna.nt Dep artm en t 
32 (ii) &( iii) 5 consti tue consti tute 
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