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C O N T B N T S  

I. Nvrc furnished by the Ministry of Finance (Ekfcnce) 
rcgud~ng Rcvim of Dcfena Budget--Ctrrrsolrdrtian of 
Kcvcnrlc Dmrmds. 



Shri M. R. Maaani 
M~&MBWS 

*2. Shri Syed Ahmed Aga 
3. Shri C. K. Bhattacharyye 
4. Sardar Buta Singh 
5. Shri Shivajirao S. Deshmukh 
6. Shri R. Muthu Gounder 
7. Shri D. K. Kunte 
8. Shri N. R. h k a r  
9. Shri V. Viswanatha Menon 

10. Shrl K.  K. Nayar 
11. ShrI Narendra Kurnar Salve 
12. SM Yogendra Sharrna 
13. Shri Sheo Narain 
14. Shrimati Tarkeahwari Sinha 
15. Shri P. Viswambharan 
16. Shrimati Devaki Gopidas 
17. Shri P. K. Kumaran 
18. Shri Om Mehta 
19. Shri Gaure Murahari 
20. Shri M. C. Shah 
21. Dr. M. M. S. Siddhu 
22. Shri B. K. P. Sinha 

S w m  ARIAT 

Sbri N. N. Mallya--Joint Secretary. 
Shri Avtar Singh Rikhy-Deputy Secretary, 
Shrl R. M. Bhargava-Under Seeretcrry. 

*Dcc&red elected on the 30th Novcnkr, 1961 w i d  Shri Mohuamad YMlf) 
S h  oeucd to k r Member of the Cornmittas on hi* oppoiaamcnt u Deputy 
Mfnirta. 

(iii) 



I, the Chairman of the Public Accounts Committee, as authorised 
by the Commit&, do prarent on thcir behalf this 20th Report on 
Review of Defence Budget-Consslidation of Revenue Demands. 

2. The Conlmi ttee examined thr reyrescntativcs of the Mmiwtry 
of Finance at thcir sitting held on 21st February, 1968 (A.N.) ~ n d  
finali.4 this Report on the 22nd February, 1968 (AN.) .  The 
Minutes of thew sittings form Part-Il* of thc Report. 

3. A statement showing the summary of the main conclusnons/ 
recommendations of the Committee is appc.ndcd to tho Report (Ap- 
pendix 11). For facility rrf rrferencc these have been printed in 
thick type in the M y  of thc Rcpnrt. 

4. The Committee place on record thcir appreciation of the assis- 
tance rendcbred to them in the examination of this matter by the 
Comptroller and Auditor Gcncral of India. 

5. Thc Cornmlttcc would also like to express their thanks to the 
officers of the Ministry o f  Finance for the co-operntion extended by 
them in giving information to the Committec. 

M. R. MASANI, 
Chaimnan, 

Public Accounts Committee. 

*Not prtrrtad (One laid an the Table of 1-ok Sabba a d  five copier p l d  
h tk PrUmem ~ i b z .  

w 



On 15th February, 1998, the Ministry of Finance (Defence,lBud- 
get) under their O.M. No. 11 (36) /67-B.1JP.C. /WBS, dated the 
14th F&ruary, 1968 (Appendix I) intimated the Chairman of 
P. A. C. that "With effect from the Budget far 1968-69, which will 
be presented to ~&liarnent towards the end of this month, the De- 
fence Services Estimates would be presented in the form of three 
Demands as against flvct Demands which were prwented in the past." 

1.2. In thcir memorandum, the Ministry of Finance (Defence) 
have put ~ c ) I " u ' ~ I . ~  th r  following proposals: - 

( i )  A composite Demand for Revenue expenditure an Defence 
Services-EfPectivc; the three existing Demands for 
Army, Navy and Air Force will be combined into one 
Demand and this would include as sub-major heads, ex- 
penditure on Army, Navy, Air Force and Defence Pro- 
duction; 

(ii) One Demand for Non-Effective charges; and 

(iii) One Demand for Dcfcnce Capital Outlay. 

1.3. It would mean that the number of Demands for the Defence 
Services would be reduced from five to three. 

1.4. A sitting of the Public Accounts Committee was held on the 
21st February, 1968 at which the evidence of the Secretary of the 
Ministry of Finance and the Financial Adviser of the Ministry of 
Defence was taken. 

1.5. During evidence, the Committee asked the representatives of 
Government to explain the reasom whic!~ had prompted the propo- 
sal and the Secretary, Ministry of ~ innnce ,  and the Financial Ad- 
viser, Ministry of Defence, explained the reasons for the change 
and the advantages which in their view would result from it. 

1.6. The Committee, however, were not impressed with the arm 
menb crddrrced Warn tham for the change and felt that thag cauid 
not agne to any daparture from established procedure which 



1.7, The Corr~mittce have now received a camunicatian from the 
Secretary, Ministry crl F inam,  dated 22.2.B in the course of which 
i t  1~ stated that- 

"The dwfuirm to crrmbinc the Demands into one without the 
lrritrr ~~ppmval  of thc Estirnab Comrnittpe was taken 
under o mmndentmding because un four occasions in 
!he pasrt cumbinaticrn of Demands had taken placc with- 
out the bt lml~tea  Committee's prior approval. In view 
o f  thr r t *act l rm which the proposal has evoked, Govern- 
ment do not wish trr pursue the p11)pc"sel.'" 

"Unfr~rtnnntcly, t h ~  Dcfcncr. Swviccs Estirnnles for 1968-69 
h a w  IWYW prr3pnrc!d ;ind printrd on thc basis uf nnc 
I%m:xnd for Army, N a v y  and Air Forrc. I have lcmkd 
~ n l o  t h t b  po~bihl l i ty  of se jwat ing  the fhr~f* Ihnands  
w e n  at this otoffe, but thc palt ion is thnt t f  tvc are to 
dn so, the Defence Servict.s Estimatea may not br ready 

t l w  29th February whcn thrse will have to  be placed 
t ~ f o r c *  thra Pnrl~amcnt alongwith the Budget. Howcvrr. 
even t h o u ~ h  the 1)etn~nci is ~howrl  as one. the Finance 
Ministry undcrtnkc thnt in thc operati% on the De- 
mand, the same procedure as was follnuvd when the 
Dvrnartds wcrp ~Ppi~mte will b t b  followed before effect- 
ing rcapproprmtion among the Army. Navy and Air 
Force cstitnates. Fc)r thc Budget 1969-70, as I have 
*it:itc:d t ~ i r l i c ~ ,  wtb w ~ l l  go back to the arrangement c:f 
t h r t b e  srpnratt~ Demands for the three Services. I wish 
t o  ii:;surca thr two Cornmittem, particularly the Esti- 
met& Ctrmmittee, that t h t w  was not thc remotest rn- 
tention of by-passing the Est~mates Cornmi:tee's jurisdic- 
tion in the matter. Thc correct position has been noted 
and will be follnw\.cd in future." 

CONCLUSION 



M. R. MASANI, 
ChaGmurn, 

Public Accourskr Committea 



With effrct from the Budget for 1968-68 which will be presented 
ta P~rliemcnt towards the end of this manth, the Defence Services 
Estimetm would be presented In the form of three Demands as 
against five &man& which were presented in the past. 

Forty copicrs of a wlf-containcd note explaining the position and 
which has abo k e n  shown to the Comptroller and Auditor General 
are forwardied hcwwith (Annexure). Kindly place the matter be- 
fore the Chairmiin of the Public Accounts Committee as early es 
ptmi ble. 

Sd/ - 
Dt'put Z( Financial Advmer (Budget )t 

Tele: 325M 

The Lok Sabhn Swretariat, 
P. A. C. Branch, 
(Shri A, S. Rikhy, Dy. Secretary). 



MfNISTIIY OF FINANCE (DEFENCE) 

The Defence Services Estirnatcs h a w  so f ~ r  k t 1  presented in* 
the lorn uf Ave Demands for Grants---om* c ~ c h  for Army, Nnvy, 
Air Eomc, Pion-Efktive Clhsqp (t.c. Pcnsiona) and hfencc Capi- 
tal Outlay. The Denland for Army also includtvl thr~ requircmcr~ts 
on account t ~ f  organisations like Ordnance Fnctories, Military Engi- 
neering Services, Inspection, Research and &vrlvprnr?rrt, ctc., which 
serve all the thrw Smicrs.  Ikfcncc Capital Chitlny, howcvcr, has 
b t ~ n  a cornpsi t' hcnd for the Cap1 t:11 rt3quirrnwnty of a11 the Scrvicm 
m d  connected inter-Sn*icc Ch.ganlsi$t~ons The tbxistencc of three 
separate heads for Rrlvenur cxpendituw has rcault 4 in un infintion 
in the hrnnnr i . ;  . 3  v:~trvd by Pnrliomcmt far f l i t -  thrw &Fcrviccs as 
certain itcms dct:~ilcd hillow vrvtbrcN included in tho votc~ci grant twicr-- 
once under thr Army Dtlrn:trrri i r x d  n p i n  under* Nnvy or Air  Force 
as the case m a y  be. 

( i )  The enti IT expendi t u r ~  on 0rdntrnc.v Factor~cs was provided 
for under thc Army Dcrnand, and c t n b  of s t o w  mnnufactured rrnd 
~ssueci to th4. Navy ;lud thv :lir Force w w 8  ;~gilin prcwided far in the 
Demands for  Navy ijnd Air E'orcc. Thc issutbs were shown as re- 
covrrle.; in thc Army Budget but tho vott- W ~ S  for the grow amount. 
Last~cs to thp : \ m y  were not, however, chirrged separately as the 
Factor~es' budgot was part of the Amy's Grant. 

(i i)  Similarly all the c q w ~ d i t u r r  on thi: personnel of the Mili- 
tary Engineering Services Orgar liba t iotl was met out of the Army 
Grant, and Departn~t~ntzil Charges, constitutmg 164 per cent of the 
cost of the works inoludirih: ~nnintcnancr* services e x m t e d  for the 
Navy and the Air Force, w c w  shown as expc-nditure in ihc Navy 
and the Air Forec Demands. 

The extent of adjustments under the above categories which were 
included under the Army Grant and again under the Navy/Air Force 
during 1987-68 were of the order of Rs. 13 crom. As these amounts 
were shown as recoveries, the net expenditure was n d  affected but 
Ure h m d s  as voted by Parliament were larger than the real ex- 
penditure. 



( f )  a cornpasite Demand for Revenue expenditure on Defence 
&rvfcea-EffectWe; the three existing Demands for 
Army, Navy and Air Fame will be combined into one 
Demand and this would include as Sub-Major Heads. 
expenditure on Army, Navy, Air Farce and Defence 
Production; 

( i i )  one Demand for Nan-Effective (Pensionary charrfes), and 
(f i i )  one h a n d  for Ddmce Capital Outlay. 

The composite Demand will be so arranged that full information 
on the three Services will t>e available ta Parliament as in the past 
and in addition, expenditure an organisatioiu under the control of 
the Dcpnrtmen t of Defence Production li kt. Ordnance Factories, Ins- 
p t f  on, Research and Development will also be shown separate1 y 
under a Sub-Major Head. Undcr Defence Capital Outlay also a 
slight re-arrangement is proposed and a new unit of appropriation 
will be apcncd for showing separately the capital expenditure on 
works, and plant and machinery for department all^ run  units under 
Defence Production. 

3. The main advantages of the revised system will be: 

(i) Elimination of inflation in the total gross Demand thus 
showing the total expenditure in the proper perspective, 

(ii) opening of separate units of appropriation for Defence 
Production. and 

(iii) mare flexibility in regard to re-appropriation so that 
savings under one Service may be reappropriated for 
additional requirements under other Services, thus re- 
ducing the need to approach Parliament for S~pplemen- 
tary Demands. Such reappropriations would however be 
only at the Government level, and after consultation 
with Finance Ministry and as such no relaxation of con- 
trol would take place. Further, as the vote for each 
Service would be under distinct units of appropriation, 
the reappropriations during the year between the prwi- 
sions for the different Service would be reflected in the 
Annual Appropriation Accounts which would be placed 



4. As a major change in the prcbsentaticus d the Defence budget 
is baing made, this noGe ia submitted for baing placed before Ihs 
Chairaura of tbe bsblic Accounts Committee. A capy is also being 
8ubmStted far being placed before the Chairman, Estimates Com- 
anitkn?* 

5. The Comptroller and Auditor General has awn this aate. 

Addl. FA ( I )  and J t .  Secy, Minbtw 
of Finarm. 










