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INTRODUCTION 

I, the Chairman,Estimates Committee having been authorised by 
the Estimates Committee to submit the Report on their behalf pre-
sent this TwentY-Fourth Report on the Ministry of Finance-Revision 
of the Form and Contents of the Demands for Grants. 

2. The Estimates Committee took the evidence of the represen. 
tatives of the Ministry of Finance and Planning Commission on the 
15th September, 23rd and 24th October, 1972. The Committee wish 
to express their thanks to the Secretaries, Department of Expendi-
ture and Economic Affairs and other Officers of the Ministry of 
Finance and Planning Commission for placing before them the mate-
rial and information they wanted in connection with the examina-
tion of the subject. 

. 3. The Committee also wish to express their thanks to Shri H. M. 
Patel, M.P., who furnished Memorandum on the subject to the 
Committee. 

4. The Report was considered and adopted by the Estimates Com-
mittee on the 22nd November, 1972. 

NEW DELHI; 

November 28, 1972. 
Agrahayana -7-, -1~8-O--94-(--::S;:'-)-. 

(v) 

K. N. TEWARI, 
Chairman, 

Estimates Committee. 

i r· 



INTRODUCTORY 

The Ministry of Finance vide their 'Note for the Estimates Com-
mittee' dated the 18th April, 1972 (Appendix I) ha.ve proposed cer-
tain chan~s in the existing form and contents of the Demands for 
Grants presented to Parliament and have sought the approval of 
the Estimates Committee to these proposals. They have made these 
proposals on the basis of the Report· submitted by a Team consist-
ing of Deputy Comptroller and Auditor General (Convener), Joint 
Secretary, Ministry of Finance a~:i Joint Secretary, Planning Com-
mission, which was constituted vide Government's resolution dated 
the 22nd March, 1969, to consider certain matters relating to 
Accounts and Budget Heads arising out of the recommendations of 
the Administrative Reforms Commission in its Reports on "Finance, 
Accounts and Audit" and "Machinery of the Government of India 
and its Procedures of Work". 

2. The Note is stated to have been seen and concurred in by the 
Comptroller and Auditor General of India. 

3. The Estima.tes Committee (1962-63) in their Eleventh Report 
(Third Lok Sabha) had last dealt with the question of the revision 
of the form and contents of the Demands for Grants. The existing 
structure of the Demands for Grants has since then been continuing 
in that form except for certain additions in the schedules and state-
ments etc. 

4. The Committee ha.ve taken this opportunity to examine also 
certain other cognate matters aimed at rendering the Budget docu-
ments more informative and intelligible for proper appreciation of 
functioning of Government and also achieving the twin objectives 
of sound budgeting and accountability to Parlia.ment. The Report 
has accordingly been divided into two parts, viz.-

PART I-Specific proposals made by the Ministry of Finance 
and connected matters; and 

PART II-Other cognate matters. 

-------------------------
-First Report of the Team on Reform~ in the Structure of Budget and Accounts-

D!mlnds for Grants of the G)v~rnm~nt of India; October, I97I-COples available in the 
Parliament Library. 

(vii) 



PART I-SPECIFIC PROPOSALS MADE BY THE 
MINiSTRY OF FINANCE AND CONNECTED 
MATTERS 



NUMBER AND SCOPE OF DEMANDS FOR GRANTS 
INCLUSION OF ALL PROVISIONS RELATING TO A SERVICE 

IN ONE DEMAND 
The Ministry of Finance in their note to the Committee have 

submitted that "at present the provisions relating to a Service are 
dispersed in various places. Provision for revenue expenditure on 
a service, grants to State Governments, the capital outlay and the 
loans relating to" that service are included in four- separate demands 
and this renders an adequate appreciation by Parliament of the 
total outlay on a service difficult. It is, therefore, proposed that 
provisions relating to a service should all be included in one demand. 
(Reappropriation of funds between Revenue and Capital will not, 

however, be permitted)". . 

1.2 The proposal envisages tha.t the Demand for Grant for each 
service should incorporate the budget provisions on revenue ac-
count as well as on capital account (including grants-in-aid to 
States and loans and advances) relating to that service. The sche-
dule to the Appropriation Act would show separately amounts 
authorised for revenue and capital accounts, re-appropriation of 
funds between the two being prohibited. This arrangement is ex-
pected to "result in a better appreciation of the allocations to the 
various services and effective control over expenditure by the con-
cerned Ministries I Departments, besides facilitating preparation of 
performance budgets and linking of the budget provisions with 
plan allocations. 

1.3. The Committee have no objection to the pro\>isioos relating 
to a service being included in one Demand .. "They note that reappro-
priation of funds between Revenue and CapitAl will not, however. 
be permitted. 

·Under the present arrangement, provisions for expenditure on re\enue account and 
expenditure on capital account are made in t':'"o separate Dem~d~ for Grants pr~sented 0!i 
behalf of Ministries IDerartments. Expenditure on Grants-m-ald to States/Union Tem-

torles and provision for al loans and advance~ '!lade by the Central Gove~ment are made in 
two scomposite demands presented by the Ministry of Fmance, though dlsbunement thereof 
is controlled by the different Ministries/Departments. 



RATIONALISATION OF NUMBER OF DEMANDS 

2.1 ,The, Ministry have put forth that "following the above prin-
ciple, the number of demands presented 'On behalf of a Ministry is 
proposed to be r~tior\~lised. The arrangement recommended by the 
Team, besides facilitating easy comprehension of the range of acti-
vities of a Ministry', will also lead to a more effective budgetary 
control in the departments :within a, Ministry as the provisions 
relating to each service, for which a Department is responsible, will 
all be included in a distinct Demand. There will not normally be 
any occasion, as happens at present, for more than one Department 
of a Ministry operating on provisions included in a single demand." 

2.2 The Team, having observed certain amount of imbalance· 
in the present system of presentation of Demands for Grants, re-
commended that a MinistrylD&partment in charge of a number of 
distinct' services may present a separate Demand for each of the 
major services. The provisions relating to other miscellaneous 
1unctionslservices administered by the Ministry I Department as well 
as those relating to the Secretariat of the MinistrYIDepartment may 
be included in another Demand. For example, the Department of 
Agriculture in the Ministry of Agriculture, may present a separate 
Demand each for Agriculture, Animal Hunsbandry ana Dairy De'Ve-
lopment, 'Fisheries and Forest, besides a separate Demand to include 
the provisions for the Secretariat of the' 'Department and the other 
services administered by it. The Ministries I Departments which are 
in charge of only one major function or service may present only 
ooe composite ,Demand covering all their reqUirements including 
proVlsIons for the Secretariat. For example, the tllree Depart-
ments in the Ministry of Agriculture other than the, ~partment 
of Agriculture, namely, Departments of Food, Co-op'eration and 
Community Development may present one composite Demand each. 

--------------_ .. _._-_._----
• At prellent a number of Demands are presented on behalf of each Ministry/Department, 

In some Ministries, as, for example, the Ministry of Education, the requirements of more 
than one department or service are included in a single Demand while, in the case of others, 
there is a separate Demand for each depanment even though the amount of pro villi on may not 
justify a separate Demand. For in~tance, under the Ministry of Lahour and Rehabilitation 
a separate Demand is being presented for the Director General of Mines Safety even though 
the total expenditure of the Directorate is only of the order of Rs. 60 lakhs. A ~eparate 
Demand is generally presented for the Secretariat expenditure of each Ministry 'Department 
irrespective of the amount involved. ··ThU&, the MinisU'y of IIIformation and Broadcasting 
bas a Demand for itt Se(!retariat expenditure .mounting ,to only about Ri. 30 l.kas, while 
the 't~1 proVIsion df fundi for ita revenue and capital expenditure included In tlm:e,.other 
Demands adTt'lfllted nearly Ra. 37 crorcs. \, 

2 
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T¥S will make for a m?re me.aniIlgf~Cpr~~~.~#oP o~: ,the::pr~ 
grammesan~ activi~ies ,und~rthe various servicesldepartments in 
a compact and comprehensible manner. 

2.3. The Te~zp has also drawn up, a m9del 'qf the, De~ilds fo. 
Grants of the Ministry of Agriculture on tlie lines of 'tli~ ~tiO'le broad 
clasisfication. It was noticed therefrom that no separate' head like 
"Payments to Indian Counc;il of Agricultural Re$earch" and "Pur-

. '" '\ . , 

chase of Foodgrains and Fertilisers" had been shown in the' revised 
structure of Demands. When asked whether it would -not be desi-
rable to maintain a distinct character of these organisations/scl:\emes,' 
since they involved crores of rupees, the Secretary, Dep~rt~ent of 
Economic Affairs, during evidence informed the Committee that they 
would include totality of exp~nditure on ICAR in Part III in the 
Statement showing provisions for payment as Grants-in-Aid to Non-
Government Bodies. Similarly, the purchase of foodgrains would 
be shown under Food Department and the E~p~n4itur.e ,OD fertilisers 
under Depart~ent of Agriculture. He emphasised that no informa-
tion would be taken away; it would be available elsewhe,re. When 
further asked how the provIsions relating to. rese,arch ,orga.-
nisations will be shown under the head 'Research', the Secretary 
replied: 

"Even now our approach is departmental. Therefore, if agri-
cultural research is conducted in different departments .. . 
That will require work other than what we can do ... . 
that agriculture will be divided into forestry, fisheries 
etc. Research relating to forestry will be under forestr~ 
research relating to fisheries will bE' under fisheries and 
so on ...... All agricultural research will come under one 
head." 

2.4. With regard to the preparation of structure of Demands for 
Grants in respect of other Ministries/Departments, as had been done 
in the case of Ministry of Agriculture, the Secretary. Department 
of Economic Affairs informed the Committee that all the Depart-
ments and the Financial Advisers had been asked to prepare the 
same and the progress of work was at different stages. 

2.5. The Committee have no objection to the proposed rationalisa-
tion of the number of Demands for Grants. They would, however, 
like to stress that there are certain statutory and autonomous/semi-
autonomous organisations like the Indian Council of Agricultural 
Research, Council of Scientific and Indllstrial Research, etc. which 
are mainly financed by Govemment involving substantial amounts. 



The provisions tberefor have hitherto been made in distinct Demands 
for Grants. The Committee would like Government to consider tbe 
advisability of retaining a separate Demand for Grant for sucb orga-
nisations, failing whicb it is necessary that tbe provisions made for 
various activities of these organisations are clearly brought out in a 
schedule in tbe relevant Demands for Grants witb suitabie self-ex-
planatory notes. 

... 2.6. The Committee consider that it is but appropriate that the 
provision for Secretariat proper of the Ministries/Departments 
ihould continue to be shown in a separate Demand as at present, 
but where for an unavoidable reason, the expenditure on Secretariat 
is included in a composite Demand, the expenditure on the Secre-
tariat should be mentioned clearly and pointedly so that the Mem-
bers know the expenditure on it as distinct from expenditure on acti-
vities of the Ministries/Departments 

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



PRESENTATION AND STRUCTURE OF DEMANDS FOR GRANTS 

DEMANDS ACCOMPANYING BUDGET STATEMENT TO LAY 
STRESS ON MAJOR PROGRAMMESIACTIVITIES 

3.1. The Demands are proposed to be presented to Parliament at 
two levels·. with certain improvements therein to make them more 
compact and comprehensible. It is statoo that "the Demands, 
which will accotnpany the Budget Statement, will lay stress on the 
major programmes and activitiec; of the departments. In order 
that these may not be lost sight of in the midst of a mass of details, 
it is proposed that these demands should highlight only those as-
pects of the Budget which are important for an appreciation of the 
resources allocation at the level of the Government as a whole. 
Accordingly, the demands will show distinctly all the major pro-
grammes of a department and where a programme includes a num-
ber of activitieslschemeslorganisations each of these for which pro-
vision of funds in a year is Rs. 10 lakhs or more will also be shown 
distinctly. Other activities I schemes I organisations under a minor 
head for which provision in a year is less than Ri. 10 lakhs will be 
grouped together. In the context of need for the implementation of 
the plan the 'Plan' provisions relating to each programme I activity I 
scheme lorganisation will be shown distinct from non-Plan provi-
sions." 

3.2. The above changes envisage that-
(i) Part II of the Demands will show the details of expendi. 

ture upto the level of major and minor heads of account 
which will broadly correspond to functions and pro-
grammes of Government, with a further break-up in 
respect of schemes costing Rs. 10 lakhs or more, others 
being grouped together. 

(ii) Break-up of provisions by 'objects' of expenditure such S'S 

establishment charges, travel expenses, etc. wfiI 'not be 
given in Part II. 

(iii) The plan and non-plan components of the provisions re-
lating to a minor head or the activities I schemes lorgani-
sations will be shown distinctly in Part II. 

*The present arrangement is that Part II (including Part I which gives the name of 
service and total provision) of the Demand are p.rest'nted along with the Budget Statements 
and Part III (including Part IV which gives details of recoveries by Circles of Account) of the 
Demands are not formally presented to Parliament hut adequte number of copies are placed 
in the Parliament Library. 

5 
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(tv) Part II of Demands will be accompanied by a short note 
explaning their scope and reasons for major variations in 
est;.mates, under, different 'heads. AU other ~erqen~ 

given ,at present will be transferred to Part 111 of the 
Demarids~ 

Tbese changes are expected to bring about a proper appreciation 
of the resource allocation at national level, focus attention of raI'lia-:-
ment to major programmes and activities.fa~litate,rlanl.appr,aisal 
and also facilitate preparation of Performance oriented Budgets.' 

3.3. During evidence, the Secretary, Department of Economic 
Affairs, stated that it was a matter of re-arrangement of information 
between Part II and III of the Demands. The intention was to 
make a distinction between the scrutiny which the Parliament had 
to exercise at the stage of general debate when the Members would 
be concerned not with the details of expnditure of a particular De-
partment or the particular tax proposal but with the way in which 
the Government proposed the distribution of total expenditure as 
between different activities. The scrutiny of how a particular De-
partment was going' to spend would come at the next stage when 
Parliament would consider the Demands for Grants of the indivi-
dual Ministry. 

3.4. The Committee have been informed subsequently in a written 
note that-

With the adoption of the proposed changes, the following 
documents will be presented along witE. the Annual Fin-
ancial Statement on the Budget day: 

(i) Budget at a Glance 
, , . 

(it) Explanatory Memorandum on the Budget 

(iii) Finance Bill 

(iv) Melnonlndum explaining the provisions of the Finance 
Bili 

(v) Part 'II' of the Demands for Grants. 

Before the Demands for Grants are discussed by the Hottse 
the following documents will be presented: 
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(1) Part III of the Demands. These will incorporate, be-
sides the schedules and Annexures mentioned in para-
graph 19(d) of the Report of the Team of Officers, the 
Notes on important schemes and projects of the con-
cerned Ministries which are presently published as a 
separate document. 

(2) Plan Budget Link. At present this document contains, 
besides abstracts linking the Budget outlays with Plan 
heads of development, schedules relating to Demands 
for Grants showing the Plan provisions included in the 
various Demands. As under the new arrangement the 
Demands for Grants themselves will exhibit the Plan 
provisions separately, the schedules w'ould no longer 
be necessary. Other portions of the Plan Budget Link 
will be presented. 

3.5. Asked about the difficulti"es in retaining in Part II, the existin.g 
'statements showing items attracting new service!new instrument of 
·service, items of major work and grants-in-aid to non-government 
bodies, the Secretary, Department of Economic Affairs stated tha~ 
they thought these were more relevant at the time of detailed dis-
·cussion. He stated "regarding the new service and new instrument 
-of service there may be advantage .... If you agree we can try that 
for a year·". We have agreed earlier that we will give a list of 
new services in Part II, but to give notes on them will also throw 
a tremendous burden on us. We will include a list in Part II." 

3.6. The Committee appreciate the concept that in the Demands 
(i.e. Part II) aocompanying the Budget statement stress should be 
laid on major programmes and activities of the Departments high-
lighting those aspects of the Budget which are important for an ap-
Preciation of the resource allocation Ilt the 'National level. The Com-
mittee would, however, like to point out that Government are at pre-
sent furnishing useful information about activities covered by way of 
notes in Part II of the Demands as well as by a separate brochure 
entitled 'Notes on Important Projects and Schemes'. Part II of the 
Demands also contain schedules indicating details of New Service! 
New Instrument of Service, Major Works, Grants-in-aid to Non-
Government Bodies (in excess of certain limits) . 

• Part II of the Demands may be accompanied by a short Note on the Demmds explain 
I ng their scope and reasons for major variations in the estimates under different heads. All 
the other statements, viz., the statement of important items of non-plan expenditure·, grants-
in-aid to bodiesother than State Governments in excess of certain limit~, items of expenditure 
attracting the limitations of new service/new instrument of service, details of expenditure on 
Majel, Works and details of the number of staff for which provision is made etc. may be 

ltraillferred to Part III of the Demands. 
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3.7. The Committee have no objection to these proposals of Gov­
ernment provided it is ensured that Part III of the Demands would 
be made available to Members of Parliament along with other budget 
documents or at least two weeks in advance of the date for discussion 
of the Demands for Grants of the relevant Ministry I Department. Till 
such time this can be done on an assured basis, the Committee would 
like Government to continue the present practice so that information 
on these important matters is made available to Members well ill. 
advance of the discussion in the House. 



NEW SERVICEINEW INSTRUMENT OF SERVICE 

4.1. In regard to the New ServicelNew Instrument of Service, gui-
delines were issued by the Ministry of Finance vide their O.M. No. 
F.8(60)-BI69 dated the 27th July, 1970 (Appendix II), in pursuance of 
the recommendations contained in the Eleventh and Fiftieth Reports 
of the Public Accounts Committe.e (Fourth Lok Sabha), laying down 
the nature of the cases of new servicelnew instrument of service and 
the limits beyond which (a) prior lapproval of Parliament was reqUi-
red and (b) report to Parliament was necessary along with the ensu­
ing batch of Supplementary Demands. 

4.2. To an enquiry as to what details were given when Parliament's 
approval WlaS sought for New ServicelNew Instrument of Service, the 
Ministry stated in a written reply that: "A list of items attracting the 
limitations of 'New ServicelNew Instrument of Service', for which 
proviSIOn is included in the Budget estimates is appended as a sepa-
rate section to the volume of Demands for Grants of each MinistrYI 
Department .... The more importlant of these items are explained in 
the notes on Demands for Grants and lor in the Notes on Important 
Projercts and Schemes. During the course of the year, for fresh items 
of 'New ServicelNew Instrument of Service', Parliament's approval 
is sought through supplementary Demands." 

4.3. Asked what check was exercised by the Ministry of Finance 
to see that the guidelines were infact observed by the MinistrieslDe-
partments, the Secrertary, Department of Economic Affairs stated 
during evidence that "when the information is given to us, we certain-
ly scrutinise it and if we find that it is not adequate, we ask for fur-
ther information. That way. we certainly try and make sure that the 
Ministries give us full information. 

4.4. The Committee feel that mere listing of the new serviceslnew 
instrument of service for which provision is included in the budget 
estimates does not serve fully the purpose underlying the recommen-
dations made earlier by the Public Accounts Committee. They con-
sider that comprehensive notes on new serviceslnew instrument of 
service to bring out the objective underlying the service I activity 
the financial im.plications thereof, the time schedule for completion 
and commissioning, the contribution expected to be made in the eco-
nomic and industrial field etc. may be cleal'ly set out in notes to 

be included in Part II of the Demands. 

9 
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GRANTS-IN-AID TO PRIVATE INSTITUTIONS 

4.5. In regard to grants-in-aid to private institutions, the Public 
Accounts Cotpmi~tee in th~ir EleVlmth R~part (Foq,rth ~olt Sabha) 
rec()mmended that the limits (i.e., recurring grants Rs. 5 lakhs and 
non-recurring grants Rs. 10 lakhs) for bringing case's to the notice of 
Parliament, should apply in the case of moneys disbursed by Gov-
ernment as a whole rather than by individual MinistrieslDepartments, 
Government in their reply stated that this proposal wO\lld lead to 
various difficulties, such as, centralisation of the work of payment or 
authorisation or at least approval for such payments, which would 
mean withdrawal of powers delegated to various authorities in this 
regard, maintenance of central record for such payments etc. and 
requested that the suggestion might not be insisted upon. 

The Pu:blic Accounts Cammitt~~ in the~ Fiftieth -,,\ction Taken 
Report (Fourth Lok Sabha) cQn¢de+~d tb~ difficq,lty ~xpr~ssed by 
Government and stated: 

"The Committee feel that the difti~ulty can be overcoma. As 
pointed out by Government themselves, the number of 
cases of grant3 to the same institution by two or mor~ 
Ministries\Departments 'is likely to be very small i • A list 
of institutions receiving grants-in-aid of more than Rs. 1 
liakh from any Ministry may be drawn up on the basis 
of grants given to various institutions during the last 
three years and brought up to date every year. When-
ever a Ministry sanctions a grant to such an institutlOn, 
it may forward a copy of the sanction to the Ministry of 
Finance or the coordinating Ministry nominated in this 
behalf which will keep a watch over the total grant sanc-
tioned. The individual Ministry may be required to cou-
suIt the coordinating Ministry before sanctioning a grant 
of R'S. 1 lakh or more to ensure that the limits accepted 
by Government are not exceeded." 

4.6. The Committee enquired whether the above suggestion ot 
the Public AC{!ounts Committee was being implemented, the Secre-
tary, Department of Expendlure, stated during evidence that "Thl:!re 
'are la number of difficulties which we pointed out to the PublIc 
Accounts Committee. We have said Government does not find it 
possible to accept the suggestion ........ It requires lot of detailed 
work ... , . . . . . . .. Parliament 'can ask question as to how many 

'grants have been given to a pal'ticular institution." When pointed 
out that this information should be given by Government suo motu 
in the Budget papers and in case of procedural difficulties'the data 
for the proceeding year can be given:, he said "That we shall eXIi. 

mine." 



11 
4:7. The Committee reiterate tbat ~e, limits of ~aat"8 to private 

in$titutions sbould apply to the totality of grants sanctioned by 
Government as a whole rather. than the ,rants 98nctieneci by indivl-
duai Mi~istriesIDepartments. They see no serious diftieulty in fol-
lowing the suggestion made by the Public Accounts Committee hy 
divising suitable procedural measures. 

SUBSIby TO FOODGRAINS TRANSACTIONS 

4.8. The Public Accounts Committee in their Eleventh Hepotl 
(Fourth Lok Sabha) recdmmended that a subsidy should be shown 
as a separate sub-head undet elQch relevant Demand ~t1pPbtted by 
adequate d~tails tegarding the extent of SUbsidy On Mbh commodit; 
and the re!l'Sons for it in the Explanatory Memorandum so that 
Parliament is made fully cognizant of the exteNt and qugntum of 
the subsidy being voted upon and the reu3.:ms fOT It. r:::l" :::::m:.'li~~~~ 

also desired that in regard to subsi.jy on foodgrains transactions, 
statements showing the financial results of State Trading in food-
grains should be incorporated along with adequ3te details in thl' 
explanatory note to the relevant Demand for Grants. The statement 
should inter alia show the Quantity and Value Accounts and the 
Gross Profit and Loss positlol'l in respect of majbr foodgrains for 
the previous year as also the cumulative profltllbSs on different 
foodgraiO'S. It should also indicate the average eost price and sale 
price ifl otder to bring out clearly the amount of the subsidy. The 
average cbst price should show details such as actual price paid to 
the indigenous producer arid the coufltry frdtn whieh the foodgrain 
is imported, ladministrative expenditure, freight, incidental and other 
eharges, losses in transit handling and storage. 

1 .'." 

L 

Govertiment in theiT reply stated thnt-

"The provision for 'Subsidy in foodgrains tram:actions will be 
exhibited in future against a distinct sub-head in the 
relevant Demand for Grant. While commodity-wise 
details in respect of the previous year will be given, it 
will trot be practicEtble to give similar detail in respect 
of the year current at the time the Budget is presented 
and the Budget year. Similarly, the actual tra~ing tesults 
for the previous year, together with the details of food-
grains importedlprocured will be indicated in the Budget 
documents, if the Committee so desires, but it will r:ot he 
possible to do in so far as transactions of the current arJ{{ 
Budget yea'r are concerned. However, the likely averag~ 
cost of purehase both in respect of imported and indi-

.1 

geri'61.1sly procured food grains ana the likely subsidy. in-
clud'ing pet q'Uinial su'hsidy, in respect of major food-
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grains will be indicated. Details of administrative charges, 
incidentals, etc. will be shown in the actual trading 
results of the previous year and will be included in the 
calculation of subsidy for the current and the Butdget 
year." .~ . 

4.9. To an enquiry whether the details of foodgrains transactions 
were being given in the Budget documents as agreed to by Govern-
ment, the Ministry of Finance stated in a written reply that the 
necessary details were given in the Explanatory l\lemorandum on 
the Budget for the year 1970-71. In the subsequent year, however, 
this could not be given as the information received was too late and 
that too in an incomplete form. It was also stated that they wert: 
taking up the matter with the Food Department with a view not 
to repeating this omission next year. 

4.10. During evidence. the Secretary, Department of Economic 
Affairs stated: . 

"In 1970-71, as was explained in our reply, we did cover most 
of the information that was requested and that was found 
to be satisfactory. Somehow in 197I~72, because we re-
ceived the information late, we were not able to give the 
same details. In government departments, once there is 
a slack, that continues the next year also. We did not 
give the details in 1972-73 also and we were rightly re-
minded by the Committee that we have not for two years 
done what we had done earlier. As I said, I have already 
taken it up with the Food Department that we should be 
given all relevant information well in time before the 
preparation of the budget documents and we bope that, 
from next year onwards, we will be able to give again 
the full details." 

4.11. The Committee consider it singularly unfortunate that 
details of subsidy on food transactions which had been agreed to be 
given by Government, were not given in the Budget papers for 
1971-72 and 1972-73. They hope that there will be no laxity on this 
account in future and full details of subsidy 011 food transactions, 
such as average cost price and sale price, actual price paid to the 
indigenous producer and the country from which it is imported, 
administrative expenditure, freight, incidental and other charges, 
losses in transit, handling and storage, per quintal subsidy etc. would 
be given in the budget papers. The Committee consider that giving 
of full information on foodgrains subsidy, which involves crores of 
rupees every year, is vital from the point of view of Parliamentary 
accountability. 



NOTES ON IMPORTANT PROJECTS AND SCHEMES 

5.1. Regarding 'Notes on Important projects and Schemes', the 
Committee note that at present these do not clearly bring out all 
significant aspects of the projectslscheme·,,;. In evidence, the Secre-
tary, Department of Expenditure agreed to give all the information 
which was necessary to understand whether schemes were taken 
up in proper time, completed and gone into production within the 
scheduled time and within amounts originally sanctioned Or esti-
mates had gone up together with reasons therefor etc. He said that 
they would make iii study to see on what lines the information 
could be improved. 

5.2 The Committee attach great importaD(!e to the 'Notes oa. Im-
portant Projects and Schemes' which are presented along with the 
Demands for Grants. It is these notes which enable Members of 
Parliament to understand the objective underlying the expenditure. 
It is, therefore, of the utmost importance that these Notes on Im-
portant Projects and Schemes should be self-contained and bring 
out inter alia all significant aspects like the objective underlying the 
scheme, the fin8D(!ial implications. the time schedule for its comple-
tion, the contribution it would make to the industrial, economic 
and national sphare, etc. 

In the caSe of the continuing Schemes, the notes should clearly 
set out the precise progress made in implementing the projectl 
scheme in accordance with the 'original schedule, the reasons for 
variations and their implications both in financial terms and in their 
impact on the national economy. 

5.3. The Committee would like Government to give separately the 
notes on new service(new instruments of service and continuing 
projects'lschemes under implementation. 

5.4. The Committee welcome the assurance given by the Secretary 
Department of Economic Affairs to the effect tha,t "in this Note on 
important projects. we will give information ~ that it is possible to 
know the position at a glance. Mini .. tries would also be asked to 
state what is holding up the progress ... This would enable the Mem-
bers to know how the schemes are progressing and whether proper 
provisions are made or not." The Committee would like this assur-
ance to be implemented in letter and spirit. 

13 



PRESENTATION OF DETAILED DEMANDS (PART III) TO' 
PARLIAMENT AND NATIONALISATION OF THEIR STRUCTURE: 

6.1. The Ministry have stated that "the detailed demands (i.e. 
Part III) which will be presented separately but well before the' 
dates of discussions of the demands for grants of the various Min-
istrieslDepartments will facilitate the detailed discussions on the 
demands and will give all the information relevant for the demands. 
Thus these will show· distinctly all the programmeslactivities!schem. 
es or organisations for which provision in a year is Rs. llakh or more 
and in respect of schemes etc. costing Rs. 10 lakhs and above the 
demands will show their further break up by items of expenditure 
which are called objects of e1rpenditure e.g. salaries, travel expenses,. 
office expenses, grants-in-aid etc. Here also, Plan and non-Plan 
provisions will be shown distinctly. These demands will beSides 
include informative schedules listing grants to besides t1ther than 
State Governments in excess of certain limits, items of expenditure 
attracting the limitations of new servicelnew instrument of service, 
major works, details of number of staff for which provision is made· 
etc. The distribution of the provisions by Circles of account which is 
an accounting detail tI~essary for Accounts Offices only will not be 
included in the demands but communicated direct to the Accounts. 
Officers concerned by the MinistrieslDepartments concerned." 

6.2. These changes contemplate-

(a) resumptiont of formal presentation of Part III Demall.ds 
to Parliament; 

(b) elimination altogether from Part III of Information in res-
pect of programmes~ctivities for which provision in a 
year is less than Rs. 1 lakhs. 

(c) elimination of objective-wise break-up of provisions under 
activitieslschemes costing less than Rs. 10 lakhs in a year; 

(d) elimination of exhibition of provisions by Circles of Ac-
C01,lllt (a't present given in Parts III and IV of the Demand); 
and 

"'At present Part III gi"es details of provisions namely (a) the distribution of the pnl'" 
visio~ by Circles of Account, (b) further break-up of the provision under each sub-head 
into detailed heads andlor detailed schemes, and (c) the plan and non-plan break up of the 
provision under each sub-head. 

tSince 1963-64, Part III of the Demands is not being formally ~resen\ed to Parliament' 
but sufficient number of copies are being placed in the Parliament LibrI!TY. 

14 
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(e) transfer Of present statements and schedules from Part II 

tu Pm ttI bf the DemAnds. 

6.3. As regards (d) above, it is stated that the break-up of budget 
provisions into different circles is a matter of accounting and pay-
mel1t procedure and does not add to the itlfotrnatiott presented to 
Parliament fDr the pUrpose of revif!\\'ing the Budget Estimates. In 
this regard, the Estimates Committee (1962-63) itt theit Eleventh 
Report (Third Lok Sabha) on revision <1f the form and contents of 
Demands fo! Grants had agreed that circle-wise expenditure is pri-
marily meant for departmental rather than parliamentary use. 

6.4. Asked about the time-lag between the presentation of the 
Budget statement and Part III of the Demands. the Secretary, De-
partment of Economic Affairs stated that the pl'esentation of Part III 
Demands would start three weeks after presentation of the main 
Budget and the process would continue for another two to three 
weeks. Thfi!ir endeavour would be to present Part III Demands for 
particular Ministry at least 4 to 5 days before their consideration by 
Parliament. He realised the inadequacy of this time and said that 
they would try to present the Demands about a week before they 
were taken up for discussion. When pointed out that at least two 
weeks time should be given to Members to study the Demands, he 
undertook to review the position and said that next year they might 
not be able to give l1l()re time but in the following year they would 
certainly do so. 

6.5. The Committee appreciate the Government's proposal to for-
many lay Part III of Demands on the Table of the House. As al-
ready observed, this Part of the Demand which is going to be made 
comprehensive by inclusion of detailed information, should be laid 
on the Tabl~ of the House well in advance of the date of discussion 
fixed for the Demands. The Committee consider that Part III 'of the 
Demands should be presented at least fifteen days in advance of the 
consideration in the House so that Members have sufficient time to 
examine its contents in detail. The Committee take note of the diffi-
culties expressed by the representatives of Government in making 
this Part of the Demands available two weeks in advance for the 
next year i.e. 1973-74, but they have been assured that all procedural 
and administrative details would be got over for the presentation 
of Demands for the following year i.e. 1.974-75. 

6.6. The Committee need hardly point out that since details of 
various schemes and prop'osals are settled by the Government well 
in advance of the commencement of the financial year and Demands 
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of only a few Ministries/Departments come up for detailed discus-
sion in the House, it should not be too difficult to ensure presenta-
tion of Part III of Demands at least fifteen days in advance of the 
'C:onsideration in the House. 

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



INTEGRATION OF PERFORMANCE BUDGETS WITH PART III 
OF DEMANDS 

7.1. The Ministry have stated that "as the detailed demands (i.e. 
Part III) are intended to serve as a tool for management, it u. also 
proposed that performance budgets· should gradually be integrated 
with these demands and the responsibility for preparation and pre-
sentation of the detailed demands should in due course be transIer-
red to the Ministries I Departments concerned as and when they are 
equipped to undertake this work." 

7.2. The Team in its Report has stated:-
"With the recasting of the heads of accounts in terms of func-

tions, programmes and activities, the major and minor 
heads shown in the Demands for Grants will also corres-
pond to functions, programmes and activities of Depart-
ments. In due course, therefore, Performance Budgets, 
will have to be integrated with Part III of the Demands. 
As part III of the Demands, as we visualise, will essen-
tially be a tool of management for the departments, to 
aid them not only in itemised control over expenditure 
but also in performance reviews, we feel that the respon-
sibility for the preparation and presentation of this docu-
ment (Part III of the Demands) should gradually be 
transferred to tlie MinistrieslDepartments. But, before 
this is done, it has to be ensurEd that the departments 
are adequately equipped to undertake this work. The Min-
istry of Finance should issue suitable guidelines to the 
Ministries I Departments regarding the preparation and 
presentation of Part III of the Demands so as to secure 

unif ormi ty ." 
7.3. The Estimate'S Committee (1957-58) in its Twentieth Reportt 

(Second Lok Sabha) on Budgetary Reforms had recommended that 
the performance-cum-programme system of budgeting would be ideal 
_______ •• ___ ~ _. ________ ,_._. ______ • ___ 4 ___ • __ ---------- -----.--- -,,---

.Government have decided to progressively introduce performance budgeting in 
Government departments in direct charge of developmental programmes. T~~ ~erformance 
Budgets are presented in tl'rms nf the programm~s and actIvItIes C'f 'he 
departments and their cost. The financial requirement for each activity 
is supported by physical data on targets, achievements etc. ~ince ~970-71, these Perform-
ance Budgets are being circulated separately !'y the resp.ectlv~ Mmlstn~s/.oepartm~nts aJ-
thol1~h their preparation continues to be done In consultation with the MInIstry of Fmance. 

tParas 21 and 22 of the Report. 

17 
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for a proper appreciation of the schemes and outlays included in the' 
budget, especially in case of large scale develo.Jmental activities. The 
performance budgeting should be a goal which should be reaebM 
gradually and by progressive stages without any serious budgeting 
dislocation. They had hoped that the experiment towards perfor-
mance budgeting on a selecting basis in order to supplement the tra-
ditional budget would be expedited lind that the 1959-60 budget 
would contain concrete results of it at least in the ease of ~eleded 
Ministries or projects. Governtnent in their reply at the actiON taken 
stage had informed the Committee that it might bt> poS'sjbie to rtH'ike 
a beginning in the budget fot 1960-61. 

7.4. The Administrative Reforms Commission had recommended 
in January, 1968 that the process of ,introduction of peridfm8ri:ce 
budgeting might be completed by 1970-71 in all the departments, the 
activities of which were developmental in character. The following 
observations of the Commission in this regard are pertinent: 

"In the light ctf. the sad e:ltperience in recent years with regard 
to the effective implementation of trl8ny development 
schemes and projects, we attach great importance to an 
early introduction of performance budgeting for all deve-
lopment progtatnmes. It would help create a built-in-
mechanism for watching the ptogress in attaining pro-
gramme targets and taking timely corrective action when 
things go awry, It will also help reinforce the principle' 
of accountability to Pa,rliam,eI1t." . 

The Committee had desited to know whether any time-bound 
programme for the inttoductioi1 of performance budgeting was pre-
pared and the extent to which the same had been adM'red to. The 
Secretary, Department of Economic Affaits during evidence inform-
ed the Committee: 

"We have not got a time-bound programme in the sense when 
different departments will do it, but we did get a target 
for all the bepartments that by 1974-75 all the Depatt-
ments should introduce a performance budget. 1 wish I 
could say that this time table would be fully adhered 1.0, 
but perhaps it will not be because we find that things are 
not going on as well as they should. But we do hope tC' 
cover every Department and Ministry". 

At a later stage he informed the Committee: 

"In more than half the departments performance budgets are 
being prepared and in the course of the next three year~ 
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it is OUr hope that all the departments will be preparing 
them, an the same lines." 

''Xheposition about the names of MinistrieslDepartment$ where Per-
1armanc4! Budgeti has been introduced and has yet to be introduced 
is given in Annexure III. 

7.6. Regarding the evaluation and performance Budget already 
iptrQQupeq, the Secretary, Department of Economic Affairs stated 
that they had not yet done this exercise and their effort was to make 
the practice more common and later on do the assessment. In this 
'connection, during evidence, Government were asked to give their 
comments on the following observations by a knowledgeable person 
,'Of 'Performance Budgeting':-

"Apart from tl1e inadequaci~s of data regarqing ~rgets, norms 
ancl other releva.nt perforID;lQCe incUcator~ which are 
inherent in first attempts of this kind, and of which the 
Government themselve~ are ~Wafe, the question is whether 
we can say that in the departments and organisations cov-
ered 80 far, performance budgeting has been really intro-
duced. The answer is a definite no.' We nave only parti-
ally succeeded in converting the existing Demands for 
Gr~ts into that format 'Of a p~formance budget with 
wl1atever data that could behaQ. Th.i~ d~~ Pqt amQunt to 
installing the technique in any sense of tll-e tefm". 

The Secretary, Departm.~nt of Economic Affairs during evidence 
informed the Commtttee that he l09ked at the pedwtnance budget as 
an instrument for internal audit rather than an insrument for exer-
cising parliamentary control, tho\lgh it might g~perally help the 
lVIeIllbers o~ PliIrliament. It was a process anq it had three stages in 
it. The first was to. qefine the activities of a particular Department 
in a certain meaningful way. The second s~age of cla~itying the ac-
counting heads would come when th~y got the se<:ond report of the 
Team, presently working on it. The third stage would come when 
for ~elected activities they would work out and prescribe norms and 
&tanqarqs. He stated that they had taken first step only so far. and 
they were certainly a long way from that kind of perfofmance bud-
get. 

7.7. With regard to tlw iDtegr~tion of Note~ o~ 1.rn.p9r~E\nt P;o-
jects and Schem~s anc! PerforD1an~~ audgets with P~rt III of the 
I)ergan~ in. due CO~I'se, the <;?,rnmJttee had ,as,kec;l ~or the fpIfowing 
information: .. 

" (a) Whether any time-bo~nd programme for integration of 
per~onnance budget w'tth the d~tatl~ to. b~' given in Part 
III had been prepared. . " ., , 
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(b) Part III of the Demands and the Performance Budgets 
might continue to be presented separately to Parliament 
till the format and contents of Performance Budgets were 
improved, evaluated and introduced in all the Depart-
ments/Ministries? 

The Secretary, Department of Economic Affairs informed the 
Committee: 

"Ultimately it can be done and should be done.... Let us 
first get all the Ministries adjusted to the notions of per-
formance budgeting and think in terms of performance 
budgeting .. " At a later stage, we will think of introduc-
ing norms and all that. Till such time, there is no point 
in omitting the information contained in Part III." 

With regard to part (b) he stated: 

"For the time being we should like to present Part IIJ as we 
do now. Before we try to integrate things we must have 
perfect knowledge of them." 

7.B. With regard to transferring of responsibility for preparation 
and presentation of detailed Demands in due course to the Ministriesi 
Departments, as and when they were equipped to undertake the 
work, a point was raised if this arrangement without a central con-
trol, wpuld not lead to horizontal tendencies. The witness replied:-

"You are perfectly right. That is why I have been emphasis-
ing that the budgetary control which you as Parliament 
want to exercise and which we, as your instruments in the 
Ministry of Finance, would be undertaking will have to 
be centralised in the Finance Ministry of the Governmf'nt. 

There is no question of decentralising that ...... I entire-
ly agree with you that it does not mean that the budget as 
such would be made by the individual ministries; it can-
not be done." 

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

7.10. The Committee need hardly point out that the technique of 
performance bud,eting has yet to be perfected and that we have 
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reached so far only first stage of defining the activities of a Depart-
ment in a certain meaningful manner. In fact, the second stage 
of classifying the Accounting Heads in order to relate them to the 
Performance Budget has yet to be completed. The third stage which 
is really one of intimate and significant interest to Members of Par-
liament of working out and prescribing norms and standards which 
would enable them to evaluate and critically review the work has 
yet to be evolved. The Committee cannot too strongly stress the 
need for ensuring that all theSe stages for making Performance Bud-
get a useful document are completed without further delay and that 
concrete action should be taken to see that Performance Budget is 
prepared by all Ministries/Departments who are charged with deve-
lopmental and other Plan activities. 



STRUCTURE OF PR,MARY UNITS OF APPROPRIA'fIOM 

ADOPTION OF A STANDARDISED OBJECTS CLA.SSIFICATION 

8.1. The Ministry have stated that "at preaent items of expenditure 
otherwise called objects of expenditure are shown in the demands· 
under varied nomenclatures. The sa~ item of expenditure is some. 
times shown under sub-heads of different nomenclatures or some. 
times an item of expenditure is shown distinctly in some demands 
but merged with other items under the sub-h~d, 'Other charges' in 
some other demands. It is propoaed to ratianaU.. *he pn6entat~n 
by adoption of a standard objects clallsit\cation as recQmmeaded ill 
Appendix III of the Team's Report." 

8.2. The Team in its Report has drawn up a listt of 26 standard 
objects of expenditure like salaries, wages, travel expenses, etc. cover-
ing almost all types of common expenditure incurred by the various 
Ministries/Department. The Team has observed: 

"It is not our intention that the clasisfication suggested by us 
should be a rigid one. Besides these standard objects, it 
may be necessary to have certain other heads for the 
Departmental Commerial Undertakings like Railways, 
Defence, P&T etc. taking into account the nature of opera-
tions of the Departmental Commercial Undertakings. 
Similarly, there may be certain types of expenditure in-

curred by even other civil departments which may not be 
covered by the suggested standard objects classification, 
in which case some more objects may have to be added 
to this list to indicate such types of expenditure." 

Apart from being more meaningful in presentation, it is expected 
to help in having uniform code numbers in budget and accounts in 
the event of eventual mechanisation of the compilation and consoli-
dation of accounts. 

8.3. The Committee welcome the proposal of the Government to 
rationalise presentation of items of expenditure by a standard obiect 
classification. They note that the official team in their Report have 

... ---
... At present Demands for Grants are presented to Parliament in terms of major heads 

..()f account broken down to further details in successive stages to minor heads and group 
heads and terminating at the lowest level into sub-heads or primary units of appropriation. 

tAppendix III of Team's Report-Copies available in the Parliament Library, 
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i}lointed out that this may have to be varied for Railways, Defence, 
P & T and even for other civil Departments to indicate more precise-
ly the types of expenditure iucurred by them. The Committee would 
suggest that the standard objects of classification may be drawn up 
in respect of these Ministries/Departments also in consultation with 
Audit so as to observe uniformity in treatment, as far as possible .. 
The Committee would also suggest that a comprehensive review of 
the standard objects of classification may be done after two or three 
years of gaining experience so as to make the presentation rational 
:and more meaningful for purposes of accountability to Parliament. 



NEED FOR GUIDELINES FOR PLAN AND NON-PLAN 
EXPENDITURE 

9.1. The Team in its Report observed that "n large chunk of eX-
penditure which is now classified as "non-plart" is also develop-
mental in character but is classified 8!': "non-plan expenditure either-
because it is a committed expenditure on c'ompleted schemes of 
earlier plans or is a spill over from the earlier plan or is outside the 
plan allocation agreed to by the Planning Commission." It felt that 
this position had given rise to some misunderstanding about the 
nature of public expenditure an,j suggested the laying down of suit-
able guidelines in this regard by the Ministry of Finance and the 
Planning Commission. 

9.2. During evidence, the Secretary, Department of Expenditure, 
while conceding the need for issue of clear-cut guidelines, stated that 
there was already underst"mding in regard to most of the items of ex-
penditurp. The difficulty arose v,,'hen certain items were taken up 
in the middle of the year-for instance, when the nutrition pro-
gramme for the children was taken up, the Planning Commission said 
that it would not fit in the Plan budget and it was, therefore, taken 
up for the first year as a non-plan item but subsequently as a plan 
item. It was also stated that the Plan document was not a rigid ,mc 
and they could add to the original plan or substract from it from 
year to year depending on circumsta·nces. The representative of the 
Planning Commission stated that they had already circulated a note 
to various Ministries and Divisions of the Commission calling for 
their comments, and expected to finalise the guidelines by the end of 
the current financial year. 

9.3. The Committee are unable to appreciate how in the absence 
of clear guidelines expenditure could be classified as Plan and non-
Plan. The Committee would like the Planning Commission and' 
Government to finalise the matter without further delay so that 
clear guidelines in this behalf are issued and observed in preparing· 
the budget documents. These guidelines should also be c1~arly 
mentioned at a suitable place in the budget documents for the in-
formation of the Members of Parliament. The Committee have no 
doubt that in issuing the guidelines, the Planning Commission/Gov. 
emment would take into account the prop'osals of the Ministry of' 
Finance to rationalise the Accounting Heads, 
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BRINGING OUT A 'KEY' TO THE BUDGET PAPERS 

10.1. In response to a suggestion thttt the Government should issue 
a 'key' to budget papers covering not only the butigetttry papers. but 
also oth~r publications brought out by the Ministry, to enable Mem-
bers to know where they should look for a pttrticular information, 
the Secreta,ry, Department of Economic Affairs stated during evidence 
that "for the 1978-74 budget documents, We propose to introduce a 
key or a guide which would say what does each budget document 
contain and what kind of information would be available so that it 
shows the relation between one budget document and another." 

10.2. As~o the desirability of explaining the technical terms like 
budgetary control, capital gains, ete. used in the budget in some note, 
he said that "we should try and do it". 

10.30. The Committee appreciate the acceptance of the suggest10n 
tliat a key or a guide to the Budget p8pe~ would be btought . out 
by the Ministry fr&m the Budget fut' 19T3~74. Attempt should ahi'd 
be made in the ketlguide to explaih s&n1e of the riifjt~ dMlieUlt tech-
nical terms used III the Budget. 



NEED TO IMPROVE THE DOCUMENT 'BUDGET AT A GLANCE' 

11.1. The Committee note that in Canada a publication "How the 
Tax Dollar is Spent" is brought out by the Government at the time 
of the Budget, which shows at a glance how the money raised from 
public is spent. About the desirability of bringing out a similar pub-
lication by the Finance Ministry, the Secretary, Department of Eco-
nomic Affairs stated during evidence that "we too present the docu-
ment 'Budget at a Glance' which tries to give the broad information 
in a very succinct way. It is possible that we may present it in a 
diagramatic form. We were doing it earlier, but we gave it up as it 
was not good. We will look into the Canadian form. We have to 
see whether the information which we give now, could be presented 
in a better way, in the form of diagram and ta.bles. May be, some 
more information can also be given. We will certainly be glad to 
take the idea". 

11.2. The Committee consider that the public at large have a right 
to know broadly how the money raised by way of taxation is being 
spent. The Committee note that the 'Budget At a Glance' being, 
brought out by the Government gives some information about . the 

t<tbroad heads under which the money is being raised by way of taxa-
tion and of disbursement thereof on capital and revenue account. 
The Committee feel that the infonnation at present given is merely 
in the form of tables without any explanatory notes. The Committee 
would like G4)vernment to amplify this publication so as to give the 
public at large the requisite iruormation in an intelligible manner 
which would make them appreciate the allocation of resources for 
developmental, plan and socio-economic activities and also make 
them aware of the expenditure which is being incurred on non-plan 
and administrative ac~ount. 
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RESEARCH CELL 

12.1. In regard to having a resea,rch cell in the Budget Division to 
throw up ideas, in the light of experience and developments else-
where, to improve the budget documents, the Secretary, Department 
of Economic Affairs stated in evidence that at present they did not 
have a separate cell in the Budget Division and were encouraging the 
present staff to do it. They were thinking of setting up in the 
Ministry a research cell for financial matters as a whole including 
taxation matters, expenditure control etc. If this large cell did not 
come about for some reason, he would not be averse to set up a small 
cell in the Budget Division itself to do the various things. 

12.2. The importance of continuous research and study in budget-
tary matters in the interest of more intelligible presentation and 
better accountability to Parliament, needs no emphasis. The Com-
mittee would like Government to arrange for continuous research 
being carried out in this field with a view to make the information 
included in Budget papers more purposeful in the interest of account. 
ability to Parliament and reflect the socia-economic and develop 
mental objectives of Government. Elsewhere in the Report. the 
Committee have also suggested that an informative brochure may be 
brought out about resource p.llocation for various activities for the 
information of the public. The research staff could help to make this 
brochure cOlPprehensive and presentable, keeping in view similar 
publications brought out on the subject by other countries. 



IMPLEMENTATION OF PROPOSALS 

13.1. R€.garding the implementation of the proposals, the Ministry 
of Finance in their 'Note for the Estimatf,!s Committee' of Ap4'U, 1972 
stated that "It is proposed to implement them from the B~dget for 
1973-74", Subsequently in September, 1972, the Ministry pointed out 
cert'loin ~fficulties, ~rstly, in incorporating the proposed changes in 
the Budget for 1913-74 and secondly, in adopting the r~vised .G\ccounts 
classijication with effect from 1974-75, which according to their 
onginal programme was to coincide with the first year of t~e Fifth 
Plan, The)\ therefore, requested that the limited proposal of elimi-
nating the circle-wise details of provisions etc. in Part III of the 
Dema·nds mtght be agreed to so that it cO\,Jld be implemented from 
1973-74 Budget. 

13.2. During evidence in September, 1972, the Secretary, Depart-
ment of Economic Affairs stated that "with the approval of the Com-
mittee, we propose to introd,:!ce the form etc. emcibdied in the recom-
mendations of the Team in their First Report, from the ne~t budget. 
We also hope that the recommendations regarding the account-htoads 
will be ava.i}able in a month or six weeks. This requires a lot of 
foilow-up action and we hope to complete this by the first year of 
the Fifth Plan that is 1974 ... ·In the meantime we will make. sr:"me 
progress on the other recommendation which is relating to the 
internal accounting." 

13.3, ,,~~ ~tt~ D,~e th~t GQver~~eu,t PlQPO~ \\). 1i»r'~lg ~t\c 
necessary change in the form of budget, as per recommendation of 
the Official Team, appointed by them for the next budget, 1973·74. 
The Committee would like to stress that all matters connected with 
the revised structure of classification of budget should be finalised, 
well in time, so that for the Fifth Plan. the budget can be prepared 
in the revised manner from the very first year of the Plan.. 
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ANNUAL REPORT ON THE WORKING OF INDUSTRIAL AND' 
COMMERCIAL UNDERTAKINGS BROUGHT OUT BY THE 

BUREAU OF PUBLIC ENTERPRISES 

14.1. The Bureau of Public Enterprises brings out a consolidated 
Annual Report on the working of the industrial and commercial 
undertakings of the Government of India and it is normally pre-
sented to Parliament in the month of May every year. 

The Sutdy Team on Public Sector Undertakings set up by the 
Administrative Reforms Commission in its Report·, after pointing 
out the various shortcomings in the Annual Reports of the indivi-
dual undertakings and suggesting the lines on which information 
contained therein is required to be improved, observed that "the. 
considerations that we have outlined in earlier paragraphs relating 
to the reports of individual undertakings hold good with even 
greater force for this consolidated report." They stressed the need· 
for supplying Parliament with precise and full information on the 
working of public enterprises. 

14.2. Asked if any study of the information given in the above 
consolidated report had been made in the light of deficiencies point" 
ed out by the Study Team, the Director General, Bureau of Public 
Enterprises replied in the affirmative and said that they had felt 
the deficiencies and already made certain changes. Apart from re-
view of individual enterprises they were now giving a general ap-
preciation of overall performance under different heads like sales, 
production, exports, inventories etc. When pointed out that in the 
case of steel plants information regarding the percentage of utilisa-
tion of capacity was not available anywhere in the Report, he stated 
that information regarding the performance capacity and actual 
production was given at different places and they would give the 
percentage also hereafter. 

14.3. The Secretary, Department of Expenditure stated that "the 
point that the Annual Report should contain a correct appraisal of 
the working of the undertaking rather than just give a mass of 
details through which one has to wade through is well taken. We 
shall see to if that the various suggestions made by the ARC and 
the. Study Group are examined· ... shall see to what extent the 

Pages 54-56 of the Report. 
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Bureau of Public Enterprises' report could be made into a very 
informative and critical ~pprcdsal of the financial working of the 
l1::d,~rbkil1g." He added that apart from capacity utilisation, the 
Report "should also contain the reasons for not reaching the rated 
capacity. If it is a project under construction and if the progress is 
delayed it should contain the reasons for the delay. It should state 
whether there is any improvement or deterioration as compared to 
the previous year." 

Regarding making the report available to Parliament i'n time, the 
Director General, Bureau of Public Enterprises stated that "This 
report is batled on the audited accounts of the different public enter-
prises. These audited accounts are available only after the month 
of November. After thnt we take about one and a half months or 
two months to compile our own report and prepare our analysis. 
Then the press will take about three or four months to give the 
English and Hindi versions. So, we cannot get it out before the 
month of M.ay." When pointed out that a way had to be found to 
make the report available well in time. the Secretary, Department 
of Exp~nditure stated "We shall try to see what can be done." 

14.4. The Committee aUach the greatest ~portaute to the role 
and contribution of public sector which has come to occupy a com-
m8llding position in national economy. The invelitment in publir un-
dertekin~s already exeeeds Ks. 4.ottO CJ"6J"es and the outlay ·tbpreon 
in the Pifth Pive Year Pian is bound to be on a greatly enhanced 
scale. It is, therefore. of vital impertance that the Members of Par-
liament are kept inf&l'ltled about the performanee ami athieven.t'11ts 

. of the puhlic s~tOr and its contribution to the natiolllll eC6nom:r. 

14.5. The Committee find that the Annual report being brought out 
by the Bureau of Public Enterprises at present cOVers onh' some as-
pects of the functioning of the pnbJic undertakings, It fails to indi-
~te elearly the basic and imporiant problems facing these under-
takings, then- major deficiencit>s and the remedial measures taken 
Or proposed to be taken by Government. In the opinion of the eom-
mittee, this Beport sboldd inter-alia bring oot:-

(8) the contribution mlJdc by lUldertakings in achieving- a 
self-reliant and self-generating economy and in atluev-
ing the social and economic objec;tives; 

(b) the extent to which the role and objectives envisaged for 
the undertakings have been achieved; 
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(c) quality and price of goods manufactured by these under-
takings and the extent to which these have given satisfac-
tion to the public; 

(d) percentage utilisation of rated capacity; and 

(e) cumu.lative and annual loss on these undertakings, reasons 
therefor and the remedial steps taken or proposed to be 
taken by Government. 

14.6. The Committee need hardly point out that if this annu"l re-
port is to s~rve the purpose of informing the Members of PRrlia-
ment . it should be made available to them along with other budget 
d~~mellts so that the Members can study and make use of it when 
the r.,levllllt Demands for Grants come up for discussion in the 
IJouse. The Committee are unable to appreciate why the mere pro-
,~ess of compilation and printing of aDDual report .. homd take as 
mMy as 5 to 6 months. The Committee would like Government to 
take concerted measures to ensure tlJat the process of compilation 
and printing is speeded up so that tlae report is made available to 
Members of Parliament along with other budget papers. 

14.7. T~e COJIUllittee, therefore, ret:ommend that all examination 
of *be i.uorma~iun prov.ided in tbe conSQ1i~.ted report brollgBt out 
by the B\lreau of P\lb\ic Enwrprises should iJllm~"i.tely b~ meler-
taken with R view to improving its format and giving to Parliament 
inWl'mation on aU vital Qpeets afteepng these wuiertakings in a pro-
pcrJy analysed ma"n~r. Detailed pJ!Qp08als for improving the report 
ad prcs~nPltion qf ~.a .n a mea.ungful matlner _ its timely 1iUb-
l1li~l;ion \0 ParHaJJ1ent sb.ould be drawn up aad sJlimlitted to the 
Co~ttec Wl Public UndertJkirucs f~r "pp."v~l bctfore impl~mcn­
tdion. 



WHITE PAPERS ON NEW MA.JOR UNDERTAKINGS 

15.1. In regard to the desirability of bringing out White Papers'" 
in respect of new public undertakings or expansion of existing pub-
lic undertakings I departmental manufacturing units involving an 
outlay of Rs. 100 crores or more, containing information about the 
size, capital investments, product mix, economics and profitability, 
alternative schemes considered etc., the Ministry stated in written 
reply that "Government would have no objection to bring out white 
papers on new public undertakings or expansion of existing public 
undertakings, involving an expenditure of Rs. 100 crores or more in 
either case, giving the information regarding the size, the capital 
investments involved, the product mix and the rationale thereof as 
well as the economics and profitability of the proposed undertaking 
Or expansion. The techno-economic data furnished in the white 
paper may inter alia indicate the various considerations which have 
influenced Government's decision in favour of the proposed project. 
It may not, however, be feasible to furnish such information in res-
pect of the various alternative schemes which may have been con-
sidered at different stages in the process of decision making." 

15.2. Asked about the difficulties to furnish also the information 
in respect of various alternative schemes considered at different 
stages, the Secretary, Department of Expenditure stated during 
evidence that "the investment decision is taken on the basis of a 
feasibility report. The feasibility report itself does not clearly show 
as to how many alternatives were considered. If the alternatives 
are considered, then it is possible to include that information also. 
Unless a feasibility report is prepared for each and every alterna-
tive scheme, it is very difficult to say why one is preferred to the 
others. I do not think we have reached a stage where we have got 
a number of feasibility reports prepared for alternative scheme and 
kept on the shelf and then one of them is selected in preference to 
others." 

-As recommended by the Committee on Pu"lic Undertakings para 7.18 in their 68th 
Report (Fourth Lok Sabba) and para :zs of 14th Report (Fifth Lok Sabha) on Bokaro 
Steel Ltd. 
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1~.3. In this connection, it is pertinent to note the following 
()bservations made in the Mid-Term Appraisal of the Fourth PIRn:-

"Experience underlines the need for adequate project pre-
paration and follow up action. For instance, in the 
Fourth Plan, poor project preparation has been a major 
factor accounting for some of the various slippages. Not 
only the materialisation of capacity has been delayed but 
costs have substantially escalated. Slippings have some-
times resulted in bunching of projects, causing undue 
strain on financial and technical resources and on fabri-
cation facilities. Extra imports which could have been 
avoided with proper planning and implementation have 
become necessary. In order to avoid repetition of this 
experience, it is proposed to lay emphasis in the second 
half of the Fourth Plan on proper project preparation for 
the Fifth Plan. The administrative Ministries have been 
requested to initiate action in the matter and prepare a 
shelf of well worked-out and properly evaluated projects. 
This would make it possible to select projects for inclu-
sion in the Fifth Plan on the basis of proper criteria. 
This will also facilitate their subsequent implementation. 
Stress is being laid on the institution of a proper moni-
toring system both in the Ministries and in the Planning 
Commission so that there is a proper follow-up of imple-
mentation and timely corrective action." 

15.4. On his attention being drawn to the above, the Secretary, 
Iepartme'nt of Expenditure stated that "So far as the shelf of pro-
jects is concerned, it is still in the form of an idea. The Planning 
Commission has started a Project Appraisal Division with the idea 
of examining various projects which are possible and creating a 
sllelf of projects. When there is such a shelf of projects and infor-
mation relating to various possible projects is available, then we 
snaIl be able to exercise choice. We have no objection to give that 
iuformation in a White Paper of this kind. But this Project Ap-
praisal Division has just been started. There wiIl be no objection 
to give that information if the alternative projects are ready." 

15.5. The Committee recommend that White Papers on new 
"public undertakings or expansion of existine public undertakings in-
volving an outlay of as. 100 crores or more to start with, in either 
case should be brought out by Government containing information 
Gn all significant aspects. 
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15.6. They would suggest that similar White Papers should also· 
he brought out in resped of departmental manufacturing units which 
entaD an expeftditure of Ds. 106 «.Torcs or mote, to start with. These 
White Papers should be presented to Parliament as and when ready t 
at any rate before the discussion on Demands for Grants. 



FoAMING OF ESTIMATES MORE REALISTICALLY 

16.1. Th€'re is a general tendency that the estimates for projectsl 
schemes are pitched low at the time of their approval by the Parlia-
ment. The Committee enquired about the instructions issued by the 
Government. to ensure realistic framing of estimates at the bf'ginn-
ing and further steps needed in the matter. The Ministry in a writ-
ten reply stated that "Instructions have been issued from time to 
time laying emphasis on framing estimates realistically. In so far 
as projertslsc}temes are. concerned, the Ministries are requirf'd to 
give detailed information on the objE.'ctives of the proposed prcject! 
scheme, its ~('ope, demand assessment and details of product mix 
and its capacity, foreign collaboration, if any, capital cost estimates, 
likely dates of completion of the project and commencement of pro-
duction, 1f any, estimates of profitability and likely return on capital 
employed when the project achieves full rated capacity production 
and cost benefit analysis. After receipt of the above information, 
detailed scrutiny is made in the Finance Ministry." 

16.2 Asked about the desirability of including the above infor-
mation in the Budget papers, the Secretary, Department of Expcn:li-
ture stated that they would try to include such information as was 
available at the time of prepa!l'ation of Budget. He added that at 
present this information was provided through Notes on important 
projects given with Budget, Annual Report of Ministries and Bureau 
of Public Enterprises ctc. They would try to see that all informa-
tion was prese~ted in documents. 

16.3. J'he Committee feel that desJ)ite instructions issued by l;ov-
ernment from time to time for framing project estimates realistically, 
the general tendency to pitch the estimates low at the time of JlPJlto-
val of projects by Parliament stilI persists. They suggest thAt all 
the information that is submitted by the Ministries to the Fillunce 
Ministry at the time of investment decisions, should be bro1lght out 
and highligbtedJat one p~co, say, in the Notes OR' Imp8l'tant Proj~cts 
ami Schemes, 80 that Members of PaTliameat ue kept cODtcm-
PW8DOOUil, informed. 
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RUSH OF EXPENDITURE AT THE END OF THE YEAR 

17.1 There is a general phenomenon of rush of expenditure to-
wards the end of the financial year. About the measures taken to 
avoid this, the Committee have been informed that pursuant to the 
recommendatio'nS of the Public Accounts Committee and the Ad-
systematic review of progress of expenditure from month to month 
the Finance Ministry in 1957, 1964 and 1969 stressing the need for 

"systematice review of progress of expenditure frommonth to month 
and assuring the Ministries that underspending in one year would 
not prejudice the Budget estimates for the next year. 

17.2 In this con'nection, it is interesting to note the following ob-
o servation of the Study Team of tfie Administrative Reforms Com-

mission on 'Financial Administration':-

"The worst cases of rush of expenditure are those where 
moneys are withdrawn and, in contravention of rules, are 
deposited elsewhere or normally 'paid' to a contractor 
who is yet to complete. the work. Such instances when 
detected should be severely dealt with; we believe that 
proper investigation will reveal that cases of this type 
are by no means few. In other words many types of 
items are covered by the general phrase 'rush of expendi-
ture' and these must be properly sorted out for purposes 
for remedial action where necessary." 

17.3. Asked whether any critical study was being made every 
year to find out worst cases of rush of expenditure and take effec-
tive remedial measures, the Secretary, Department of Expenditure 
statecl during evidence that they had not made any itudy of such 

.cases but the instances which had come to their notice whenever 
any Ministry had taken out money and kept in deposit, they had 
taken very serious notice of it. They had never allowed any Minis-
try to draw the money and keep in deposit or with the contractor. 
They were also trying to control the inventories. He added that 
due to certain reasons like working season starting from November 
etc., they could not help some 'bunching' in the last quarter. 

17.4. The Committee feel that a stUdy to find out "worst cases" 
of rush of expenditure at tbe end of the year,as suggested by the 
. Study Team of the Administrative Reforms Commission would be 
'useful and should be undertaken by the Finance Ministry with a 
view to checking the tendency of rush of expenditure more eflec-
:tively. 
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FORWARD LOOKING BUDGETS FOR MEN AND MATERIALS 

18.1. Following the -recommendation of the Administrative Re-
forms Commission that a forward looking budget should be attempted, 
the Ministry of Finance have issued instructions in September, 1969 
to the MinistrieslDepartments stating that "One of the causes of short-
falls from the expected levels of expenditure on projects, leading to 
gaps between the budget estimates and the actual expenditure is the 
absence of proper forward planning of the manpower and materials 
needed for the projects. This makes the budget estimates unrealistic 
and the targets originally set are also not reached. The preparation 
-of a forward looking budget in terms of men and materials for a few 
'years and its periodical review will help the administrative authori-
ties in framing realistic budget estimates as well as in controlling the 
perfomance from year to year." 

18.2. Asked about the pro'gress made, role assigned to the Plan-
ning Commission in the matter and by what time the system would be 
'reflected in the budget papers, the Secretary, Department of Expendi-
ture stated during evidence that "This is a process which has now 
started and it will take some time ........ We have not specifically 
stipUlated that the Planning 'Commisslon should be assigned a role in 
this matter but we always think that in such matters the Ministries 
will always associate the Planning Commission in drawing up such 
·plans. As regards the progress made by the Ministry the process has 
·started and Ministries are having technical cells so that this can be 
done. Our endeavour will be to see that this kind of forward plan-
'oing of men and material is taKen up atleast in the Fifth Five Year 
Plan." 

18.3. In this connection, the Committee would like to draw the 
attention of the Ministry to the following observationlrecommenda-
1ion of the Administrative 'Reforms Commission in their Report on 
Public Sector Undertakings: 

"The capacity of a public enterprise to plan ahead d~pends 
upon knowing in advance how much funds will be made 
available to it. As a substantial portion of the capital ex-
penditure comes from the Government, it is not possible for 
a public undertaking to make a good enough forecast with-
out atIeast a provisional indication of the level of funds that 
will be forthcoming from the Government. Even though 
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the Plan gives an indication of the funds likely to be avail-
able over a period of five years, it does not afford a five-
year perspective in the latter Years of the Plan. The Public 
Corporations in the United Kingdom which also face this 
problem find their task renedered much easier because the 
Britisp. Governme:nt approve each year the general lines 
for a corporation's pl~:ns for development and capital ex-
penditure for the next five years and are also willing to 
ag!ee to lopg-term commitmentl;l \Vh~re possible ~nd appro-
priate." . 

The Commission accordingly recommended: 

"To enable public enterprises to undertake long-term capital 
pl~nping on a realistic basts, Government should each year 
discuss with th/'l enterprises and approve its plans for deve-
lopment and capital expenditure for the next five years, 
agreeing to appropriate long-term commitments as well." 

1~.4. The Committee feel that rather' than merely issuing the 
~nstJ;",~t~n ~nd leayiqg furUter action to t~e injtiative of the Minis-
Hie~l.pe~artmeqts, a more 8S!tive role is requ~red to be played by 
the M~i~h'Y of Fill.8llce and the Planning Comrn:ission to develop 
the conc:~pt of 'forward I<~oking budgets' so that advanee planni'!g of 
~~Q a~~ materials is taken ~p seriously at least in the Fifth Five 
Yeaf f.l~n. 



DELAYS IN ISSUE OF SANCTIONS 

19.1. With a view to avoiping delays in the commencement of 
projects the Administrative Reforms Commissiop ~n their Report all 
'Finance, Accounts and Audit' recommended that: 

"A definite time-limit, say, 3 months, sho.uld be prescribed for 
the consideration of schemes by the Finance Ministry. If 
the decision of that Ministry is not reached within the 
prescribed period, the case should automatically be put up 
to the Finance Minister who will decide upon the action to 
be taken and will communicate the decision to adminis-
trative Minister concerned." 

19.2. Government have accepted the above recommendation sub-
ject to the modification that in the case schemes which are not com-
plete in all respects (I.e. where additional information or clar:fkations 
has been sought by the Finance Ministry), the administrative Minis-
tries will also have to observe a similar time limit in furnishing the 
additional information etc. and that the proposed 3 months t;me-limit 
for Finance Ministry will be computed from the date complete in-
formation has been furnished by the administrative Ministries. 

19.3. Asked about the number of cases placed befor the Finance 
Minister, number of cases referred to the administrative Ministries 
for seeking additional information and whether they were satisfied 
with the arrangement, the Secretary, Department of Expenditure 
stated during evidence that they generally brought the cases to the 
not'ce of the Finance Minister. He added that they were not very much 
satisfied about the delays which were taking place in the Adminis-
trative Ministries as well as in the Finance Ministry and were trying 
to improve the arrangement. A Public Investment Board consisting 
of the concerned Secretaries which included the Planning Secretary 
and the Secretary of Ministry concerned was being set up to look into 
cases which were pending over two months in the Ministry and then 
take decision regarding the sanction of the Scheme. This arrangement 
would bring about considerable improvement. The Board would take 
final decision subject to the approval of the Finance Minister and the 
Cabinet, where necessary. 
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19.4. The Committee note that Government have set up Public 
Investment Board in order to streamline and speed up decisions 
on investments. The Committee would like to watch the working 
of the Investment Board. The Committee, however, need hardly 
emphasise that the considerations weighing with the Public Invest-
ment Board in taking decisions about investments particularly 
those involving rupees hudered crores amI more would be brought 
to the notice of Members of Parliament in Budget documents. 



ENHANCED DELEGATION OF FINANCIAL POWERS TO 
MINISTRIES 

20.1. A new arrangement for budgeting and financial control and 
delegation of financial powers to Ministries was introduced by 
Government in October 1968 (v~de Ministry of Finance O.M. No. 
F.10(3)-E(Coord)167 dated the 13th October, 1968). The essential 
feature of this arrangement was that the Finance Ministry would 
exercise its control mainly by proper scrutiny of the schemes etc. be-
for inclusion in the budget and through an adequate system of report-
ing and test checks. Besides indicating instructions regarding avoid-
ing lump sum provision in the budget, powers of reappropriation, 
creation of posts etc., it also envisaged the creation of Internal Finan-
cial Cells in Ministries for giving financial advice internally and 
Internal Work Study Units for conducting staffing and methods of 
work studies. 

2·0.2. The Committee enquired whether any review of delegation 
of enhanced powers had been made by the Ministry, the Secretary, 
Department of Expenditure stated during evidence that "the last re-
view was made in 1968 whereby many powers were given to the Ad-
ministrative Ministries. On the basis of the AR.C. report, we are 
also considering various recommendations in regard to the delegation 
of financial and administrative tl0wers. Recently in the case of P&T 
Board we have given enhanced powers but the case is yet to be con-
sidered by the Committee of Secretaries. So, a review is being taken 
on the basis of the recommendations of A.R.C." 

20.3. While the Committee are not averse to the idea of greater 
decentarlisation of powers, they con'lider that it should not lead to 
unnecessary proliferation of institutional arrangement already exist-
ing in the fields of financial advice, wor'k study, etc. They feel that 
a review of the system introduced in 1968 should be conducted by 
next year i.e. before the commencement of the Fifth Plan, with a 
view to remov~llg bottlenecks. if any, and achieving the desired. re-
sults with the utmost economy consistent with efficiency. 
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NEED FOR PROPER UTILISATION OF GRANTS AND LOANS TO 
STATES GOVERNMENTS AND HIGHLIGHTS IN BUDGET 
PAPERS THE ACHIEVEMENTS OF SOCIO-ECONOMIC OBJEC-

TIVES 

21.1 In regard to the instructions issued by Government to avoid 
diversion of funds earmarked for centrally sponsored schemes by 
State Governments and earmarked for projects I schemes by Minis-
traties ! Departments, the Ministry stated in a written reply that 
"Assistance for Centrally sponsored schemes is allocated of scheme-
wise basis and is also released scheme-wise in the light of progress 
of expenditure. Assistance is released provisionally by the indivi-
dual Ministries administratively concerned wt1Jh the scheme towards 
the end of the fianacial year on the basis of the expenditure actually 
incurred during the first three quarters and expenditure anticipated 
in the l!a9t quaTter. Pending releases of funds b>y the Ministries- at 
the end of the year, the Ministry of Finance p'rovide ways and means 
advances i11; mOlItMy instalments dUring the fir'St ten IMnths of the 
fianadal year, each instalment repll'eseJlltitlg 11 12th of the allocations 
for the Centrally sponsored scheme. These ways and means get 
adjusted against the provisional paymerits tha1 Mini'Stties release at 
the end of the year. The assistance so released is subsequenfty ad-
justed on the basis o~ the actual figures of eX'p-er1cfi'tme duly audited 
by Accmmtant General." As reg&rds divetsion· for funds by Minis-
trieslDepartments, it has been stated that u.nder the prese1lt instruc-
tions issued in 1965, there can be no diversion of funds intended for 
Plarl' schetnes to n'on-Plan activities both under rtevenue Heads and 
umier Capital Heads, without the concurrence of the Finance Minis-
try. 

21..2. Asked ROW tbe Pi_nee MiMstry and MlmiItis1lrative- Mi-
nistries enslX'ed thM the mo&ey eumaFlGed :for celttl1ally sponsored 
schemes was not diverted by State Govefllmen1ls and what was the 
number of sooh caleS that ltaG. ao,me. teo thei.r notice, the Secretary, 
Department of Expenditure stated during evidence that in so far as 
block grants were concerned, these were given to the States on the 
recommendations of the Planning Commission after a Working Group 
bad gone into the needs of vario,us programmes of the States, their 
own resources, assistance necessary from the Centre, progress made, 
etc. When. the next year's plan was discussed the question whether 
the States had spent according to the earlier understanding was also 
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taken In10 account. The Plan Adviser who visited the States three 
or four times In a year was also suppoSed to look into tire qaeStidr1 
whether the State Government had conformed io the broad plan ap-
proved by the Planning Commission or was makitlg any deviation. 
There might be some sector adjustments but they WEn-e all ma:de 
with the approval of the Planning Commission. Then finally audit 
also made a review of Plan expenses against plan allocations. These 
were some of the checks; in a federal Government, this control could 
not be carried too far from the Centre. As regards centrally spon-
sored schemes, like family plann~ng, food production etc., he stated 
that they made it very clear to States that the money could not be 
transferred to any other projects!scheme: There was absolutely no 
scope for diversion of funds for these schemes. 

21.3. When pointed out that despite these checks there were 
various sectors, Me as or States where our Plans had not heen able 
to give economic benefits although Cdnstitutional guarantees and 
other policy statements were there and whetl'rer it was possible 
through the mechanism of Budget, to en1ighte~ Mein:bers about the 
realisation of the committed. objeetives, the tepresentative of the 
Planning Commission stated tha,t "10 per cent of the amount of Cen-
tral assistance is given to the States which are found to be below the 
national level ,for develaping their the backward ateas. Another 
10% is also assigned for special problems. But this' allocation was 
made part of the total central assistance given to the respective 
States; and in the budget of the Central Govern'n'lent the provIsion 
for central assistance to State Governments is made on a lump sum 
basis. Distribution to the States is not shown-nbt to speak of dis-
tribution for schemes and projects taken up by the State Govern-
ments. This is given to a certain extent in the docwnents which we 
subsequently present that is, the State AnIlUal Plan a.nd Central 
Plan, but not in the budget document-we are thinking tbat as we 
are making spec~fic earmark~d' allocations for certain projects, ~t 
should be pOsSible, for us to iden#fy some backward poc~~ts or back-, 
ward areas and allocate separately amounts which would be needed 
for program'mes W~Ch would be worke~ out ,ill Collaboration bet-
ween the' Ptail'ning Commission and the state Go.vernment, in which 
case some i:ridicati'on can be given of what, is proposed to ~. done in 
backward areas in different terms." ge also agreed that "ih~ pOlicy 
So f~r {01i~wed. has suffered' from this linli'tation t'hat the Planrung 
Commi;ssion' ~~. n:o~ able. § ~terVene, iii a' ~s~'t~~~', ~'~~' ~~th ,ih.~ ,dey~­
lopment of tne backward areas and' we have rested content with the 
provision 0'1. fUndS; within the total lump sum provisioh lor every 
State by wriy Of clock grants." 

!l:.4. 'fhe' Secretaty, Department of Ecoilbn\1~ Main ~ that 
""We may not be able to give the Parliament all the information that 
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the Parliament is entitled to but we can try to pre3ent that in a man--
ner which will help in the right direction .... the limitation of time 
and space in the budget documents is there, we will supplement-
them through Annual Pla.n Reports to give you a different kind of 
picture." Elaborating further, the Secretary, Department of Expen-
diture stated that "If we make the budget document too bulky, the 
purpose that you have in mind may not be served. The Planning 
Commission brings out an Annual Plan document, I would suggest 
for consideration of the Pla.nning Commission that they should try 
to see that this document is available along with tbe _ budget docu-
ments. This year it was done and if they try to do that the Parlia-
ment has before them the budget documents, the Annual Reports of 
the Ministries and Annual Plan Reports, of the Planning Commis-
sion. The Parliament should insist that the Annual Plan Reports of 
the Ministries and the Planning Commission should try to bring out 
to what extent the socia-economic objectives which were kept 
before the country by the Government have been realised durin~~ 

the course of the previous year and what steps they are going fu~­
ther to ta.ke to achieve those objectives in the current year. If this 
is done, these three documents together will give you the informa-
tion that you need." 

2.15. The Committee feel that the checks \ at present exercise by 
Government and the Planning Commission to ensure proper utilisa-
tion of grants and loans given to State Governments for development 
of backward areas a~ other special probItems are not eliedive 
enough. They would suggest that the existing procedures may be-
reviewed in order to ensure fuU and proper utilisation of these-
funds and securing due development of the weaker sectio.n or areas 
of the States. 

21.6· The Committee also feel it necesary sthat Parliament should 
be contemporaneously informed through budget docmnents as to 
how far' the various socio-economic objectives which had be(m .-:ept 
before the country by Government had been realised during the pre-
vious years and what further steps were proposed in the budget year. 
For this purpose, they would suggest that the Ministry of Finance 
in conjunction with the Planning Commission may examine as to 
how far the information given at pre~ent in the budget paperli. An-
nual Plan Document and the Annual Reports of the Minilitries needs 
to be supplemented. It may also be ensured that the Annual Re-
ports and the Annual Plan document are made available to Parlia-
ment before the Demands come up for detailed discussion. 

NEW DELHI; 

November 28, 1972 .. 
- AgroJiaycin4-7~-f894--(S)~-

K. N. TEWARI, 
Chairman, 

Estimates Committee: 



APPENDIX I 
No. F. 3 (6)-BI72 

MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 
(BUDGET DIVISION) 

18 APRIL 1972' 
NOTE FOR THE ESTIMATES COMMITTEE 

SUBJECT:-Revision of the form and contents of the Demands for 
Grants 

The Estimates Committee in their Eleventh Report (Third Lok 
Sabha) had last dealt with the question of the revision of the form 
and contents of the Demands for Grants. The present structure of 
the Demands for Grants along with the necessary schedules and 
statements etc. has since then been continuing except that the' 
schedules containing detalis of Plan provisions have, for the past two 
years been incorporated in a separate publication entitled "Plan-
Budget Link". Two statements ha,ve also subsequently been added 
containing (i) details of Grants-in-Aid to non-Government bodies 
(in excess of certain limits) and (ii) items included in the Demands 
which attract the limitations of 'new service' or 'new instrument of 
service.' 

2. The demands presented to Parliament are thus accompanied' 
by-

(i) schedules showing the deta.ils of provision for establish-
ment charges and travel expenses included in each 
Demand, 

(ii) statement of important non-plan items of expenditure 
included in the Demands, 

(iii) statements of grants-in-aid to non-government bodies (in 
excess of certain limits), 

(iv) statements of items included in the Demands which woul({ 
attra.ct the limitations of 'new service' or 'new instrument 
,of service.' 

(v) Notes on the Demands for Grants; and 
(vi) annexures showing the major works included in the' 

Demands for works expenditure. 
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Along with the Demands, two supplemental documents are also 
brought out, namely. (i) a 'Plan.Budget Link', which links the plan 

. outlay under each head of development with the related provisions 
in the Budget and also shows the' detaits of Plan provisions included 
in each of the Demands; (Ii) noteS on important projects and 
~chemes which give details of projects and gcll'emes inc hiding Public 
Sector Undertakings controlled by the various MinistrieslDepart· 
ments. 

3. From 1968-69, Performance Budgets in regard to a few selected 
departments I organisations are also being circulated to Members of 
Parliament. After considering the recommendations of the Admi· 
nistrative Reforms Commission in its Report on "Finance, Accounts 
and Audit", Government have decided to progressiVely itltroduce 
performannce budgeting in Government ckpartments in direct chaige 
of development programmeS". The Perfotnl'an-ce Budgets are pre-
sented in terms of the programmes and activities of the departments 
and their cost. The fitlaricial requirement for each activity is sup--
ported by physical daia 011 ta,rgets, achievements etc. since 197()'71, 
these Perfotmance Bud~ts are being circula:ted S>eJ)a'i'a'tel'Y by the· 
respective Mini~trie~1 Depa.rtments, although their preparation con· 
tinues to be done in consultation with the Ministry of Finance. 

4. The AdritiniSfrative RMorms Commistion m its Report on 
"Finance, Accounts and Audit" had also recommended a number of 
mea&ures to l!1ake the Demands for Grants. more compact and ,com-
prehensive. The recommendation of the Commission is reproduced 
below:-

"Recommendation-16 

We recon\'mend tbat th~' Budget Estitria:t~ friiClude'd In the 
-Demands for Grants and the cortespoWdlrig' eeritTal accounts com-
pib!d it\ th\! various a-eeounts offices should· be made m6re compact 
.and comprehensible by the following measures: 

(a) The detail's cQritain:ing ~ breakdown of primary luiits of 
appropriation iilto debiiled heads niay be elinunated from 
the central accounts compiled in the various accounts 
offices and· to the ~nf CoftSl~ n'eeesWa'ry' for'adminis-
tnrfive purpose!" be- reeordeO. only in- the depattn\etal 
accounts. 

(b) The entire structure of primary units of appropriation 
may be reviewed by the Ministry of Finance in the light 
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of the wider powers of reappropriation now available to 
the admiriistrative Ministries and consistent with the 
objectives of simplifying the accunting structure. 

(c) The structure for the Demmds fot Grants may be simpli-
fied by a grouping of individual schemes within a homo-
genous programme to the extent feasible arid the detailed 
break-down fot smaJIer schemes involving an expendnure 
of, say, less than Rs. 5 lakhs, may not be prOvided in the 
budget papers." 

5. A Team of officers, consisting of the Deputy COMptrollet and 
Auditor General as convener and Joint Secretary (Bndget), Minis-
ity Of Finance, and Joint Secretary (Planning CommisSion') as mem-
bers, was constituted to consider. inter Ctlia the above recommenda-
iion of the Administrative Reforms Commission. The Team, after 
detailed e)[arntnation, has in its Report made certain recoMmenda-
tions in regard to the Demands fQt Grants. A copy 6f the Report 
'Of the Team is appended (Appendix 1). The Report incorporates a 
model of the Demands for Grants of the Ministry of Agriculture for 
the yea.r 1971-72, as recast in the light of these recommendations, 
and a Jiist of sMndard objects of ex·penditure or primary units of 
appropriation. 

6. The more important of the proposals are briefly summarised 
below:-

(i) At pl'esent the proviSions relating to a' Service are dispersed 
in various places. Provision for revenue expeildiltur-e on a. service, 
grants to Sta-te Govetm'nehts, the ~apital ouday' and the loins relating 
to tha1l setViee ate in:eluded in fout separate dletn:snds and this ren-
derS an adequate appreciatiOl'i by PaTiiemen~ of the' total outlay oa 
a service diffieult. It is, t~efore, pt&'pOsett: th8It provisions relating 
t6 a service should all be imlud'ed in one demand, (R~l'pl'tol>ria'­
ticn of funds between Revenue and, CapitaT will not, Mwever, be: 
:permi tted) . 

(ii) Following the above principle-, the number of demands pre-
'Sented on behalf of a Ministry is proposed to be rationalised. The 
arrangement recommended by the- Team, besides facilitating easy 
comprehension of the range of activities of a Ministry, will aiso li!ad 
to a more effective budgetary control in the departments within a 
Ministry as the provisions relating to each service, for which a 
DepartmeRt is responsiblel will aU be included, in a distinct Bemand. 
'There will Rot normally be any occasion, as happens at pr~t, for 
mm--e: tilaa one DapaFtment of a Minilltry operating on provisIons 
included in a single demand. 
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(iii) Even within a demand certain improvements to make them 
more compact and comprehensible are proposed. The demands will 
be presented at two levels: 

,(a) The Demands, which will accompany the Budget Statement, 
will lay stress on the major programmes and activities of the depart-
ments. In order that these may not be lost sight of in the midst of 
a mass of details, it is proposed that these demands should highlight 
only those aspects of the Budget which are important for an appre-
ciation of the resource allocation at the level of the Government 
as a whole. Accordingly, the demands will show distinctly all the 
major programmes of a de29Ctment and where a programme includes 
a number of activities I schemes I organisations each of these for which 
provision of funds in a year is Rs. 10 lakhs or more will also be 
shown distinctly. Other activities/schemeslorganisations under a 
minor head, for which provision in a year is less than Rs. 10 lakhs, 
will be grouped together., In the context of need for the implemen-
tation of the plan, the 'Plan' provisions relating to each programme I 
activitylscheme/organisation will be shown distinct from non-Plan 
provisions. 

(b) The. detailed demands, which will be presented separately 
but well before the dates of discussions of the demands for grants 
of the various Ministries/Departments will facilitate the detailed 
discusstions on the demands and will give all the information rele-
vant for the demands. Thus these will show distinctly aU the pro-
grammeslactivitieslschemes or oganisations for which provision in 
a year is Rs. 1 lakh or more and in respect of schemes etc. costing 
Rs. 10 lakhs and above the demands will show their further break 
up by items of expenditure which are called objects of expenditure 
e.g. salaries, travel expenses, office expenses, grants-in-aid etc. Here 
also, Plan and non-Plan provisions will be shown distinctly. These 
demands will besides include informative schedules listing grants 
to bodies other than State Governments in excess of certain limits, 
items of expenditure attracting the limitations of new service new 
instrument of service, major works. details of number of staff for 
which provision is made etc. The distribution of the provisions by 
Circles of accounts which is an accounting detail necessary for 
Accounts Offices only will not be included in the demands but com-
municated direct to the Accounts Officers concerned by the Minis-
trieslDepartments .co'ncerned. 

'(IV) As the, detailed demands are intended to serve as a tool for 
management, it is also proposed' that performance budgets should 
gradluilly be fntegratedwith these demands a~d the responsibility 
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for preparation and presentation of the detailed demands should 
in due course be transferred to Ministries\Departments concerned 
as and when they are equipped to undertake this work. 

(v) At present items of expenditure otherwise called objects of 
expenditure are shown in the demands under varied nomenclatures. 
The same item of expenditure is sometimes shown under sub-heads of 
different nomenclatures or sometimes an item of expenditure is 
shown distinctly in some demands but merged with other items 
under the sub-head 'Other charges' in some other demands. It is 
proposed to rationalise the presentation by adoption of a standard 
objects classification as recommended in Appendix III of the Team's 
Report. 

The approval of the Estimates Committee to the proposals out-
1ined in the 'Preceding paragraph is solicited. Subject to the Esti-
mate Committee's approval, it is proposed to implement them from 
the Budget for 1973-74. 

To 

8. The C&AG has seen and concurred in this Note. 

The Chairman and Members 
of the Estimates Committee. 

Sdl- B. MAITHREY AN, 



AfrENp.X "-
(Vide Para i.I) 

No. F8 (60) -:Elj69 
GOVERNMENT OF INDIA 

MINlST~Y OF FINA.NC~ 

DEPARTMENT OF EcONOMIC AFFAIRS 

New Delhi, the 27th Ju,Zy, I97() 

OFFICE MEMORANDUM 

SUBJECT: -New S~rvicelNew I~trument of Service-Limits to be 
observed pursuant to th~ Tecommenqations of the Public 
Accounts Committee. 

The undersigned is directed to invite a reference to this Minis-
try's O.M. No. F. 8(IO)-BI68 dated the 2nd November, 19&8 aJ¥i 25th 
January, 1969 on the above mentioned subject with which copies 
of 'Action Taken Statements', incorporating the views of the Gov-
ernment on the recommendations of the Public Accounts Committee 
contained in their 11th Report (4th Lok Sabha) were <;ircul~ted to 
all the Ministries, etc. These 'Action Taken Statements' l\ave been 
considered by the Committee and tHeir observations thereon are con-
tained in their 50th Report (4th Lok Sabha). For the convenience 
and guidance of the Ministries, etc. and for decidin~ the cases of 
the type, the limits to be observed in deciding whether a case relates 
to New ServicelNew Instrument of Service and for determining 
whether it be reported to Parliament, have been indicated in the 
enclosed statement drawn up on the basis of the Government decisions 
on the recommendations of the Committee. Ministries, etc. are 
requested to note these limits carefully and examine cases arising 
hereafter, involving 'New Service'I'New Instrument of Service', etc. 
in the light thereof. All doubtful cases may, however, continue to 
be referred to this Ministry for consideration. 

To 

Sdl- B. MAITHREYAN, 
Joint Secretary to the Govt. of India. 

All Ministries I Departments, etc. and All Financial Advisers in 
the Department of Expenditure (with five spare copies). 
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No. F. 8 (60)-B!69 

Copy forwarded for information to:-

1. Lok S~bha Secr~tariat (P.A.C. Brallcb). WiHt regard to the 
recommendations df the Public Accounts Committee con-
tained in Para 1.16 of their 50tli Report (4th Lok Sabha), 
attention is invited to this Ministry's 'Action Taken' State-
ment No. F. 8(60)-B!69 dated 14 November, 1969. 

'. 
2. Comptroller & Auditor General of India, New Delhi. 

3. Department of Expenditure (E. Coord. Branch), Department 
of Revenue and Insurance (C.B.E.&C. and C.B.D.T.) 
Department of Banking, Adm. III 13ranch of Department 
of Economic Affairs (for circulation in the Department and 
its attached and subordinate offices), 

4. Finance Secretaries of all the State and Union Territory 
Gove,roments. 

Sdl- K. S. SASTRY, 
Deputy Secretary to the Govt. of India. 



'NEW SERVICE' 'NEW I'ISTRUMENT OF SERVICE'-LIMITS TO BE 
OBSERVED IN DECIDING CASES RELATING TO 

A-C'HES FOR LIMITS BI!YOND WHI'~H PRIOR ApPROVAL OF PARLIAMENT IS REQUIRI!D 

Nature of transactions 

-I. Public Sector Undertakings/Departmental 
Undertakitlgs. 

Ci) Setting up of new Government 
Companies, splitting up of an 
existing company, amalgamation 
of two or more Government Com-
panies and taking up of a new 
activity by an existing Government 
Company or a departmental under-
taking. 

(ii) Additional investments in an exist-
ing Departmental Undertaking. 

Limits beyond which prior approval of 
Parliament is required. 

2 

All Cases 

Rs. 1 crore 

(iii) Additional investment in or loans Paid up Capital of the Limit 
to an existing Government Com- existing Company 
pany. 

Upto Rs. 1 crore Rs. 20 lakhs 

Above Rs. I crore 
and upto Rs. 25 
crores. 

Rs. 2 crores. 

Above Rs. 25 crores R~. 10 crores. 
and upto Rs. 100 
crores. 

Above Rs. 100 crores Rs. IS crores. 

Noto I. While applying the above limits 
Loans and Capital investments 
are to be taken together. 

Note 2. Short term loans (Working Capital) 
of duration not exceeding one year, 
need not be treated as 'New Instru-
ment of Service' but should be 
reported to Parliament with the 
ensuing batch of Supplementary 
Demands. 

Note 2. For loans to Port Trusts, Delhi 
Municipal Corporation, Financial 
Institutions, etc. limits as in the 
case of Public Sector Companies 
are to be applied. 

- --------- ,._- - ------
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II. Private Sector Companils/Private 
InstittlliMU. 

(a) Investments te be made for the 
first time 

(b) Additional Investments in or loans 
to an existing Company/ 
Institution. 

III. Grants-in-iaid to Pn'vate Institutions 

Note 4. 

Note I. 

Note 2. 

Note 3. 

Where there is no budget provision, 
prior approval of Parliament will 
be necessary in the case of 10Ul 
exceeding Rs. 20 lalths to an 
existin, Government Company. 
This hmlt will apply in the case 
of long term loans. 

All cases. 

Rs. 1 crore. 

While applying these limits loan s 
and Capital investments are to be 
taken together. 

In the case of Loans to statutory 
and other public institutions like 
Univenity Grants Commission, 
Indian Institute of Technology, 
Khadi and Village Industries Com-
mission, etc. Umits as appUcable to 
Private Sector Companies/Private 
Institutions should be applied. . 

Where there is no budget provision, 
prior approval of Parliament will 
be necessary in the case of loans 
exceeding Rs. 10 lalehs. 

Recurring-Rs. S lakhs and 
Non-recurring-Rs. 10 lakhs 
subject to the following;-

' ... ' 
(a) The limits for non-recurring and re-

curring grantS-in-aid to ivate 
Institutions would applYnrwith 
reference to moneys disbur 
an individual Ministry/Depar 
and not by Government as a whole. 

(b) In the case of recurring grants excced-
ing Re. S lakhs per annum the 
financial implications would be 
reported to Parliament where the 
grant is to be made for two yean 
or more. 

(c) In the case of Grants-in-aid under 
Export Promotion ScMmu the Wnits 
applicable to Subsidies under these 
Schemes will apply to Grants-in-
aid also. 
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IV. G rants-i"..aid to statutory and other public 
Institutitms. 

Limit 

V. Subsidiu 
(i) Subsidies under Extlort Promotion 

Schl:l1les and on F'oodgrain trans-
actions. 

(a) Other Subsidies 

(i) Institutionll in receipt of 
grants-in-aid of Ie 5S than 
Rs. I crore . Rs. 10 lakhs 

(ii) Institutions in receipt of 
grants-in-aid of more 
than Rs. I crore bu less 
than Rs. 2 crores Rs. ao lakhs 

(jii) I nsUtutio.Qllin receip t of 
grant-in-aid of Rs. 2 
crores and above 1:>ut 
below Rs. 3 crares. Rs. 30 lakhs 

(iv) Institutions in receipt 
of grants-in-aid of Rs. 3 
crores and above Rs 50 lakhs 

Note:-These limits would apply with 
reference to moneys disbursed by 
an individual Ministry I Depart-
ment and nOt by Government as a 
whole. 

(a) Export Promotion Schemes: 

The budget provision should be split up as 
under :-

(i) Product Promotion assistance (for 
Fabricated products like engineering and 
sports goods, etc.) 

(ii) Commodity Development assistance (for 
iron and steel, ferrous scrap), etc. 

(ii;) Export credit development schemes (for 
subsidies to banks). 

(iv) Grants-in-aid and contributions to 
export development organisations (Export 
Promotion Councils, etc.) 

(v) Grants-in-aid for market develo{>ment 
(for market research, fairs, exhibItions., 
publicity, etc.) 

Parliament should be approached whenever 
it becomes necessary to augment the total 
proVision for Export Promotion Schemes 
or provision under anyone of the heads 
referred to above by more than Rs. I crore. 

(b) Food~rain transactions : 

Parliament will be appoached whenever it 
becomes necessary to augment existing 
budget provision by more than Rs. I crore. 

Rs. 10 lakhs 
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VI. Other Cas~$ : 

(i) New Commissions or Committees 
of &quiry. 

(i,) Expenditure on a 'new Work' 

(iil) Other caaea of Government 
expenditure. 

VII. Posts and Telegraphs 

VIII. Defence 

IX. 

Rs •. 4 lakhs (total expenditure) 

Rs. 2S lakhs 

Each Cl!.se to be considered on merits. 

All the above limits in4:41dini ~M waUng 
to Works Excpenditure (Rs. 2S lakhs) 
applicable . to , other Mini~Ii/:pepart, 
meoa will apply '. ·in the c:as". of theSe 
Ministries/Department'; subj~ct ~ ,c;on-
siderations of security in the case of Defence 
and that for investment in Ordnance Fac-
tories the limit of Rs. 1 crore should be made 
applicable with reference to investments 
in all the Factories as a whole. Civil 
Works, which do not form part of any 
project of the Departmental Undertakings 
(Ordnance Factories) should be treated 
like ordinary Defence Works. As such they 
would attract the limits of 'new instrument 
of service' if the cost thereof exceeds Ra. 
2S lakhs or should be reported if the cost 
thereof exceeds Rs. 10 lakhs but does not 
exceed Rs. 25 lakhs. A list of such works 
should,however, be supplied to the Director 
of Audit, Defence Services. 



B. CASES FOR UM.lT8 BE~ WHICH REPoRT TO PARLIAMENT IS NECESSARY 
ALONG WITH 'lUIE ENSUING BATCH OJ' StrPPLEMENTARY DmMAND8 J'OR 
GRAN'l'S/NOTI:8 ON DBM.ANDs I'OR GRANTS. 

"tulle of transactions 

I 

Limits beyond which Report to Parliament 
is necessary. 

2 

I. Additional investment in an existing De- Rs. so lakhs and above but below Rs. I crore. 
partmental Undertaking. 

II. Additional investment in or loans to an 
existing Public Sector Undertakingl 
Government Company. Paid up Capital Limit 

III. Additional investment in or Loans to 
Private Sector Company/Institition. 

IV. Subsidies 

V. Bxpenditure on a 'New Work'. 

U pto Rs. I crore Rs. 10 Iakhs and 
above but below Rs. 
2,0 lakhs. 

Above Rs. I crore and R8. I crore and above 
upto Rs. as crores. but below Rs. 2 

crores. 

Above Rs. as crores Rs. S crores and above 
and upto R8. 100 but below Rs. 10 
crores. crores. 

Above Rs. 100 crores. Rs. 7· So crores and 
above but below Rs. 
IS crores. 

Note. While applying the above limits Loans 
and Capital investments are to be 
taken together. 

Rs. So lakhs and above but below RI. I crore. 

Nou:-While applying the above limit Loans 
and Capital investments are to be 
taken together. 
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Subsidies under Export Promotion Schemlls 

Augmentation of total provision by re-
appropriation of over R8. 2S lakhs (and 
less than Rs. I crore) or re-appropriation 
of R8. as lakhs and less than Rs. I 
crore) from one sub-head to another 
but without any overall augmentation 
of the total provision. 

Subsidi,s on Foodgrain transactions. 

Re-appropriations in excess of &s. 2S lakhs 
(but less than Rs. I crore). 

Rs. 10 lakhs and above but below Rs. 2S lakhs. 



-. 
I 

VI. Transfer or a gift of Government assets 
to Public Corporations/Companies, 
Autonomous Bodies, Private Parties/ 
IDstitutions, etc. 

2 

--------.-----
R .; I lakh (To be reponed through tile 

Notes on Deman4s for Grants.) 

Note:-In cases of urgency, where it may 
not be possible to wait till the 
matter is brought to the notice 
of Parliament through the Notes on De-
mands for Grants, arrangements may be 
made by entrusting the management of the 
property to the body or institution but the 
formal transfer of the title to the propeny 
should be effected only after a lIlention is 
made in the Notes on Demands for Grants. 



APPENDIX III 
(Vide Para 7.5) 

Names of the Ministry/Departments where Performance Budget has 
been introduced and has yet to be introduced 

Performance Budget has been introduced in the following Minis-
tries I Departments: 

1. Ministry of Irrigation & Power. 
2. Ministry of Shipping & Transport. 
3. Ministry of Health & Family Planning. 
4. Ministry of Works iand Housing (selected organisations). 
5. Ministry of Foreign Trade. 
6. Ministry of Information & Broadcasting (selected units). 
7. Department of Food. 
8. Department of Agriculture (selected organisation). 
9. Department of Labour & Employment. 

10. Department of Communications including the Posts and 
Telegraphs Department. 

11. Department of Civil Aviation including the Indian Meteoro-
logical Department. 

12. Andaman and Nicobar Administration: Departments of (i) 
Forest & (ii) Public Works. 

MinistrieslDepartments in charge of developmental programmes 
lVhich are yet to be covered are: 

1. Department of Community Development. 

2. Department of Cooperation. 

3. Department of Education. 

4. Department of Social Welfare. 

5. Ministry of Industrial Development. 
6. Ministry of Petroleum & Chemicals. 

7. Ministry of Steel and Mines. 

8. Department of Atomic Energy. 

€iO 
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9· Department of Rehabilitation. 

10. Department of Electronics. 
11. Department of Culture. 
12. Department of Science & Technology. 

13. Department of Tourism. 
14. Other Union Territory Administrations without Legisla-

tures. 



APPENDIX IV 

Summary of Recommendations/Conclusions 
Contained in the Report. 

S. No. Reference to 
Para No. of the 
Report 

Summary of Recommenda-
tions/Conclusions 

1 2 3 
--- .• -----
1. 1.3 

2. 2.5 

.. 

.. 

r "". 

3. 2.6 

The Committee have no objection to the pro-
visions relating to a service being included in one 
Demand. They note that reappropriation of 
funds between Revenue and Capital will not, 
however, be permitted. 

The Committee have no objection to the pro-
posed rationalisation of the number of Demands 
for Grants. They would, however, like to stress 
that there are certain statutory and autonomous 
Semi-autonomous organisations like the Indian 
Council of Agricultural Research, Council of 
Scientific and Industrial Research, etc., which are 
mainly financed by Government involving subs-
tantial amounts. The provisions therefor have 
hitherto been made in distinct Demands for 
Grants. The Committee would like Government 
to consider the advisability of retaining a separate 
Demand for Grant for such organisations, failing 
which it is necessary that the provisions made 
for various activities of these organisations are 
clearly brought out in a schedule in the relevant 
Demands for Grants with suitable self-explan'a-
tory notes. 

The Committee consider that it is but appro-
priate that the provision for Secretariat proper 
of the MinistrieslDepartments should continue to 
be shown in a sepamte Demand as at present, 
but where for an unavoidable reason, the expen-
diture on Secretariat is included in a composite 

---------------------- ._-----
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5. 3.6 

6. 3.7 
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3 

Demand, the expenditure on the Secretariat 
should be mentioned clearly and pointedly soo 
that the Members know the expenditure on it as 
distinct from expenditure on activities of th~ 
MinistrieslDepartments. 

The Committee have no doubt that Govern-
ment would review the structure of Demands for 
GI'Iants in respect of other Ministries I Departments 
as done already In the case of Ministry of Agri-
culture by the team of officers appointed by Gov-
ernment and that these would be finalised in 
consultation with Audit, keeping in view the 
observations made by the Committee in the ear-
lier paragraphs. 

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

The Committee have no objection to these 
proposals of Government provided it is ensured 
that Part III of the Demands would be made 
available to Members of Parliament along with 
other budget documents or at least two weeks in 
advanee of the date for discussion of the .Dem~ds 
for Grants of the relevant MinistrylDepartrrrent. 
Till such time this can be done on an assured 

-------------._---------------
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1 2 

'.7. 4.4 

4.7 

9. 4.11 

3 

basis, the Committee would like Government to 
continue the present practice so that information 
on these important matters is made available to 
Members well in advance of the discussion in the 
House. 

The Committee feel that mere listing of the 
new serviceslnew instrument of service for which 
provision is included in the budget estimlates does 
not serve fully the purpose underlying the re-
commendations made earlier by the Public Ac-
counts Committee. They consider that compre-
hensive notes on new serviceslnew instrument of 
service to bring out the objective underlying the 
service I activity, the financial implications thereof 
the time schedule for completion and commission-
ing the contribution expected to be made in the 
economic and industrial field etc. may be clearly 
set out in the notes to be included in Part II of the 
Demands. 

The Committee reiterate that the limits of 
grants to private institutions should apply to the 
totality of grants sanctioned by" Government as 
a whole rather than the grants sanctioned by 
individual MinistrieslDepartments. They see no 
serious difficulty in following the suggestion made 
by the Public Accounts Committee by divising 
suitable procedural measures. 

The Committee consider it singularly unfor-
tunate that details of subsidy on food transactions 
which had been agreed to be given by Govern~ 
ment, were not given in the Budget papers for 
1971-72 ,and 1972-73. They hope that there will 
be no laxity on this account in future and full 
details of subSidy on food transactions, such as 
average cost price and sale price, actual price 
paid to the indigenous producer and the country 
from which it is imported. administrative expen-
diture, freight, incidental and other charges, losse 

---.. -_. __ ._----_ ... _- -----....... - ......... -----
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1 2 3 

10. 5.2 

11. 5.3 

12. 5.4 

--------

----.- --,_. --- --- ------------
in trall'"it, handling and storage, per quintal sub-
sidy etc. would be given in the budget papers. 
The Committee consider that giving of full infor-
mation on f~odgrains subsidy, which involves 
crores of rupees every year, is vital from the point 
of view of Parliamentary accountability. 

The Committee attach great importance to 
the 'Notes on Important Projects ,arid Schemes' 
which are presented along with the Demands for 
Grants. It is these notes which enable Members 
of Parliament to understand the objective under-
lying the expenditure. It is, therefore, of the ut-
most importance that these Notes on Important 
Projects and Schemes should be self-contained 
and bring out inter alia all significant aspects 
like the objective underlying the scheme, the 
fmmcial implications, the time schedule for its 
completion, the contribution it would make to the 
industrial, economic and national sphere, etc. 

In the case of the continuing schemes, the 
notes should clearly set out the precise progress 
made in implementing the projects'scheme in 
accordance witli file'original schedule, the reiasons 
for variations and their implications both in finan· 
cial terms and in their Impact 9n the national 
economy. 

The Committee would like Government to 
give separately the notes on new service I new I ins-
truments of service and continuing projects/ 
schemes under implementation. 

The Committee welcome the assurance given 
by the Secretary, Department of Economic Affairs 
to the effect that "in this Note on important pro-
jects, we will give information so that it is pos-
sible to :ttnow the poottion at glance. Ministries 
would also be asked to state wbat is holding up 
the progress. This would enable the Members 
to know how the schemes are progressing and 
whether proper provisions are made or not." The 
Committee would like This assurance to be imple-
mented in letter and spirit. 
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13. 6.5 

14. 6.6 

15. 6.7 

\(. W' .~. < .... 

16. '.4) 
,.' .'" ' .... ;..:~: '" .: .', 

"". ' .' . >. 

The Committee appreciate the Government's 
proposal to formally lay Part III of Demands on 
the Table of the House. As already observed, 
this Part of the Demand which is going to be 
made comprehensive by inclusion of detailed in-
formation, should be laid on the Table of the 
House well in advance of the date of discussion 
fixed for the Demands. The Committee consider 
that Part III of the Demands should be presented 
at least fifteen days in advance of the considera-
tion in the House so that Members have sufficient 
time to examine its contents in detail. The Com-
mittee take note of the difficulties expressed by 
the re:presentatives of Government in making this 
Part of the Demands available two weeks in ad-
vance for the next year i.e. 1973-74,. but they 
have been assured that all procedural and admi-
nistrative details would be got over for the pre-
sentation of Demands for the following year i.e. 
1974-75. 

The Committee need hardly point out that 
since details of various schemes and proposals are 
settled by the Government well in advance of 
the commencement of the financial year and 
Demands of only a few MinistrieslDepartment'S 
come up for detailed discussion in the House, it 
should not be too difficult to ensure presentation 
of Part III of Demands at least fifteen days in 
advance of the consideration in the House. 

The Committee note that Government propose 
to make Part III Demands compact by not exhi-
biting therein details of programmeslactivities 
for which provision in a year is less than Rs. 
I lakh, object-wise break-up of scnemes costing 
less than Rs. 10 lakhs and break-up by circles of 
account· 

The Committee have no objection in principle 
to the proposal that performance budgets should 
gradually be integrated with Part III of the De-
mands. But till such time as this integration has 
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17. 7.10 

18. 8.3 
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taken place in all the Ministries I Departments 
concerned, Part III of the Demand should conti-
nue to be presented separately as at present. 

The Committee need hardly point out that the 
technique of performance budgeting has yet to be 
perfected and that we have reached so far only 
first stage of defining the activities of a Depart-
ment in a certain meaningful manner. In fact, 
the second stage of classifying the Accounting 
Heads in order to relate them to the Perform-
ance Budget has yet to be completed. The third 
stage which is really one of intimate and signi-
ficant interest to Members of Parliament of 
working out and prescribing norms and standards 
which would enable them to evaluate and criti-
cally review the work has yet to be evolved. 
The Committee cannot too strongly stress the 
need for ensuring that all these stages for making 
Performance Budget a useful document are com-
pleted without further delay and that concrete 
action shall be taken to see that Performance 
Budget is prepared by all MinistrieslDepart-
ments who are charged with developmental and 
and other Plan activities. 

The Committee welcome the proposal of the 
Government to rationalise presentation of items 
of expenditure by a standard object classification. 
They note that the official team in their Report 
have pointed out that this may have to be varied 
for Railways, Defence, P&T and even for other 
civil Departments to indicate more precisely the 
types of expenditure incurred by them. The Com-
mittee would suggest that the standard objects of 
classification may be drawn up in respect of these 
Ministries I Departments also in consultation with 
Audit so as to observe uniformity in treatment, 
as far as possible. The Committee would also 
suggest that a comprehensive review of the 
standard objects of classification may be done-
after two or three years of gaining experience 
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so as to make the presentation rational and more 
meaningful for pur.poees of accountability to 
Pal'liament. 

9.3 The Committee are Unable to appreCiate how 
in the . absenCe of clear· gUid~lines expenditure 
"could-Ibe . classified as Plan and non-Plan. The 
Committee would like the Planning Commission 
and Governmetlt to finalise the matter without 
further delay so that clear guidel~es in this 
beh81fate issued and observed in pteparing the 
budget documents. These guidelines should also 

. be' :clearly mentioned ,at a suitable place in the 
budget documents for the information of the 
Members of Parliament. 'The Committee have 
no' doubt that in issuing the guidelines, the 
Planning CommiBSionlGovernment would take 
into account the :propoBals of the Ministry of 
Finance to rationalise the Accounting Heads. 

10.3 The...Committee apprecia:te the acceptance of 
the Buggeition that a key or a guide to the 
Budget papers would be brought out by the 
Ministryfroin the Budget for 1973-74. Attempt 
would also be made in the keylguide to explain 
some of the more difficult technical terms use<i in 
the Budget. 

11.2 TbeCommittee consider that the public at 
large have a fight to know broadly how the 
money raised by way of taxl;ltion is being spent. 
The Committee note that the 'Budget At a 
Gl~rice' being ;~r()ught . out by the Government 
gives some infOrmation about the broad heads 
under which the money is being raised by way 
of taxation and. of d~bUr$ement thereof on 
capital aria revenue account. The Committee 
feel that the. information at present given is 
merely in the fo~ of . tllb~~ without any 'expla-, 
~tory notes. .. The Cori'iii!.i~ee would like Gov-
e;ririu$t to a~p1!fY th~ ~~~l~cation so as to give 
the public af targe the requisite information in 

---_.--
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an intelligible manner which would make them. 
,appreciate the alloCation of resources for deve-
lopmental, plan and socio-economic activities and 
also make them aware of the expenditure which 
is being .incurred on non-plan and administrative 
account. 

12.2 The importance of' ~oiitil1a:ous research and 
study 'ill budg,tary mattera in the interest of 
more intelligible presentation'and better accoun-
ta~ili~y, to ParliaIilent, .n.eeds, no emphasis. 'fhe 
CQmmitt~. would lik(i!, c;1overnment to arrange 
for continuous research being carried out in 
this field with ;a view to make the, information 
iricluded in Budget }:Ulpers more purposeful in the 
iIiterest of accountabUityto Parliament and 
reflect the socio-economic and developmental 
objectives of Government. Elsewhere in the Re-
port, the Committee have also suggested that an 
informative broChure may be brought out about 
resource allocation for various activities for the-' 
information of the public. The research staff 
could help to make this brochure comprehensive 
and presentable, keeping in view similar publica-
tions brought out on the subject by other 
countries. 

13.3 The Committee note that Government propose-
to bring about the, necess8J:Y change in the form 
of budget, as per recommendation of the Official 
Ti!am, appoin~d );)y them for the next budget, 
1973-74. The' Committee would like to stress that 
all matters connected with the revised structure 
of calssificat10n (',f budget should be finallsed' 
well in time, so that for the Fifth Plan, ~e 
budget can be, prepar~ in the revised mannt'f' 
from the Vf!ilY first year of the Plan. 

14.4 ~',., .PQmmi~te~! attach the greatest im-
portance to the role and contribution of public 
seCtor whICh has come to' Occupy a commanding 
position in natiOnal economy. The investment 

'-------------
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in public undertakings already exceeds Rs. 4,000 
crores and the outlay thereon in the Fifth Five 
Year Plan is bound to be on a greatly enhanced 
scale. It is, therefore, of vital importance that 
the Members of Parliament are kept informed 
about the performance and achievements of the 
public sector and its contribution to the national 
economy. 

The Committee find that the annual report 
being brought out by the Bureau of Public Enter-
prises at present covers only some aspects of th~ 
functioning of the public undertakings. It fails 
to indicate clearly the basic and important prob-
lems facing these undertakings, their major 
deficiencies and the remedial' measures taken or 
proposed to be taken by Government. In the 
opinion of the Committee, this Report should 
inter-alia bring out:-

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

(b) the extent to which the role and ob-
jectives envisaged for the undertakings 
have been achieved; 

(c) quality and price of goods manu-
factured by these undertakings and the 
extent to which these have given satis-
faction to the public; 

(d) percentage utilisation 
capacity; and 

of rated 

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

The Committee need hardly point out that if 
this annual report is to serve the purpose of 
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27. 14.7 

28. 15.5 

29. 15.6 
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informing the Memb~rs of Parliament it should 
be made available to them along with uther 
budget documents' so that the Members call 
study and make use of it when the relevant De-
mands for Grants come up for discussion in _he 
House. The Committee are unable to apprecinte 
why the mere process of compilation and print-
ing of annual report should take as many as 5 
to 6 months. The Committee would like Gov-
ernment to take concerted measures to ensure 
that the process of compilation and printing is 

-,- speeded up so tl:l.at the report is made available 
to Members of Parliament along with other 
budget papers. 

The Committee, therefcre, recommend that 
an examination of the information provided in 
thee consolidated report brought out by the 
Bureau of Public Enterprises should imme-
diately be undertaken with a view to improving 
its form at and givJngto Parliament f'hformation 
OJ') a11 vital aspects afJ'ecting these undertakings 
in a properly analysed manner. Detailed pro-
posals for improvingtbe report "nd presentation 
of data in a meaningful manner and its timely 
submission to Parliament should be drawn up 
and submitted to the Committee on Public 
Undertakings for approval before' implementa-
tion. 

The Commit~ reoommend that White 
Papers on new public WJdutakings or expansion 
of existin8 public unduta.lltllgs involving an out-
lay of Rs. 100 .crorWiOl .lJlore. to start wihin 
either else should be brought out by Govern-
ment containing ini()rmation on all significant 
aspects. 

, ,. 

They would sug ~t that similar White Papers 
should also be brQught out in respect of depart-
mental manufacturing units which entail an 
expendiiure of B.s. 100 awes or more, to start 

------_._-------- -- ---". -----.--... 
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16.3 

17.4 

18.4 

19·4 

with. These White Papers should be presented 
to Parliament as and when ready, at any rate 
before the discussion on Demands for Grants. 

The Committee feel that despite instructions 
issued by Government from time to time for 
framing project estimates realistically, the gene-
ral tendency to pitch the estimates low at the 
time of approval of projects by Parliament still 
persists. They suggest that all the information 
that is submitted by the Ministries to the Fin-
ance Ministry at the time or investment deci-
sions, should be brought out and highlighted, at 
one place, say, in the Notes on Important Pro-
jects and Schemes, so that Members of Parlia-
ment are kept contemporaneously informed. 

The Committee feel that a study to find out 
"worst cases" of rush of expenditure at the end 
of the year, as suggested by the Study Team of 
the Administrative Reforms Commission would 
be useful and should be undertaken by the Fin-
ance Ministry with a view to checking the ten-
itency of rush of expenditure more effectively. 

The Committee feel that rather than mere-
ly issuing the instructions and leaving further 
action to the initiative of the MinistrieslDepart-
ments, a more active role is required to be play-
ed by the Ministry of Finance and the Planning 
COmmIssion to develop the concept of 'forward 
looJdng budgets' so that advance planning of 
men and materials is taken up seriously at least 
in the Fifth Five Year Plan. 

The Committee note that Government have 
set up Public Investme.nt Board in order to 
streamline and speed up decisions on illve:;t-
ments. The Committee would like to watch 
the working of the Investment Board. The 

._---_ .. ---,- ,---~---- ,- .. ~-.-~-----.-
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Committee, however, need hardly emphasise 
that the considerations weighing with the Pub-
lic Investment Board in taking decisions about 
investments particularly those involving rupees 
hundred crores and more would be brought to 
the notice of Members of Parliament in Budget 
documents. 

While the Committee ar.e not averse to the 
idea of greater decentralisation of powers, they 
consider that it should not lead to unnecessary 
proliferation of institutional arrangement al-
ready existing in the fields of financial advice, 
work study, etc. They feel that a review of the 
system introduced in 1968 should be conducted 
by next year i.e. before the commencement of 
the Fifth Plan, with a view to removing bottle-
necks. if any, and achieving the desired results 
with the utmost economy consistent with effi-
ciency. 

The Committee feel that the checks at pre-
sent exercised by Government and the Planning 
Commission to ensure proper utlisation of grants 
and loans given to State Governments for deve-
lopment of backward areas and other special 
problems are not effective enough. They would 
suggest that the existing procedures may be re-
viewed in order to ensure full and proper utili-
sation of these funds and securing due develop-
ment of the weaker sections or areas of the 
States. 

The Committee also feel it necessary that 
Parliament should be contemporaneously inform-
ed through budget documents as to how far 
the various socio-economic objectives which had 
been kept before the country by G<lvernment 
had been realised during the previous year and 
what further steps were proposed in the budget 
year. For this purpose, they would suggest that 

'. -. 
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the Ministry of Finance in conjunction with the 
Plannina Commission may examine as to how 
far the infonnation given at present in the bud-
get papers, Annual Plan Document and the An-
nual Reports of the Ministries needs to be sup-
plemented. It may also be ensured that the An-
nual Reports and the Annual Plan document are 
made available to Parliament before the De-
mands come up for detailed discussion. 

--------._------ ---------- ----------
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