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Page 22, Para 6'3, Line 2., read 1:P'irst' 
for 'Frist'. · -

Page 22, -Para 63, Line 3, read 
'undertakings' for 'undertakigs'. 

Page 22 1 .Para 63, Line3 from bottom, 
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INTRODUCTION 

I, the Chairman, Estimates Committee, having bcca 
:authorised by the Committee to submit the Report on their 
behalf, present this Fifty-fifth Report on the Ministry of Finance 
(Department. of Expenditure). · 

2. The Committee wish to express their th~ to the Sec­
retary and other officers of the Department of Expenditure for 
placing before them the material and information that they wanted 
in connection with the examination of the estimates. They also 
wish to express their thanks to the Secretaries of the Ministries 
of Commerce & Industry, Rehabilitation, Irrigation & Power, 
.and Works, Housing & Supply, and the Special Secretary, 
Ministry of Finance (Department of Economic Affairs) for giving 
,evidence · and making valuable suggestions to the Committee. 
They also thank Sarvashri S. Ratnam; formerly Secretary, 
Department of :Expenditure, and S. V. A'yyar, Retired Chief Cost 
Accounts _Officer, Ministry of Finance, for assisting them by 
giving the benefit of their views on various· questions relating to 
the examination of the estimates. 

NEWDELHl; 

The F28th April, 1959 

. .8th Vaisakha, 1881 (S). 

BALVANTRAY G. MEHTA, 
Chairman, 

Estimates Committee • 

(Y) 
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INTRODUCTORY 

The Ministry of Fi~ance c?nsists of three Departments, viz., the 
Department of Economic Affaus, the Department of Revenue and 
the Department of Expenditure. ~f these, .lh:e J?eparlment ?f 
Expe::.diture is mainly- concerned with the. a~mimstration. of expendi­
ture control except in the case of the Ministry of Railways. The 
Department of Expenditure is under fbe overall charge of a Secretary 
and consists of-

( a) 7 Civil Expenditure Divisions under an Additional 
Secretary and six Joint Secretaries; 

(b) the Defence Expenditure Division under an Additional 
Secretary who is assisted by two Joint Secretades; 

(c) the Establishment Division under a Joint Secretary; and 
(d) the Economy Division under a Joint Secretary. 

The Department of Economic Affairs has within it a Budget and 
Pl~g Division in charge of a Special Secretary who is assisted -by 
a Jomt Secretary and an Additional Budget Officer. This Division is 
also concerned with . the system of control over expenditure, through 
the scrutiny of the Budget. · 

2. The Committee have cxmnined in this Report the organization 
and functions of the Department of Expenditure .as also certain aspects 
of the Budget Division of the Department of Economic Affairs in so 
far a~ they relate to expeuditure control. They had earlier made 
~ertam recommendations . in their 26th Report ( Second Lok Sabha) 
m regard ~o the D~fence Expenditure Division of the Department 
?f E~penditure, which will not, therefore, be referred to specifically 
ID ~s ~eport but the general problems dealt with herein are of equal 
apphcab1hty to that Division. 
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EXPENDITURE I>IVISIONS 

A. Fonctiom 
. D artment of Expenditw-c 

3. The Expenditure Divisions of th~ ep th van·ous Ministries 
f · · fin "al advtce to e · are responsible or g1vmg anc1 . "bilities were re-deter-

of the Government of India. Their -res~~1 weis . of the adminis­
mined last in August 19_58 when the financ~Poarrarigement the con.:. 
trative Ministries were mcreased. _U~!ef,ivision is required before 
currence of the concerned Expengf {° in the Budget. Its concur­
including any pr~ ffor _expe~gU:~penditure on schemes costing 
rence is also req . · ~r mc~:in substantial variations in schemes 
ove~ Rs. SO ti!akhsRs an5~ 1~~i!r afte~ the budget is approved by Parlia­
cosu~g ~e c~cu~ence of the ·_~p~en~ · of ~xpenditur~ is not 
men: ed by the administrative Ministnes m mcurrmg expenditure on :~~es costing less than Rs. 50 lakhs, subject of course, to Budget 

rovision. These arrangements. do not, however, apply in the case of 
'Kie Ministry of Defence for expe'1tditure debitable to Defence estimates 
for which a modified s~heme is stat~d to be under consideration. · · 

4. As a result of the delegation of financial powers to administta-; 
tive Ministries: !he latter _have been provided with Internal Financial 
Advisers for g1vmg financial advice. The Internal Financial Advisers 
~e res~ns~ble wholly. to the ~retaries of the respective administra­
ttv_e _M1mstnes, but. ~err ~anc1al advice can be overruled only by the 
Minister of that MiruStry, m which case a report to .that effect has to 
be ma~c to the Secret~ry, Minis'try of Finance and the Comptroller 
& Aucl~tor-Genetal: The officers in the Department of Expenditure, 
z.e., Jo~t Secret~_es, Deputy Secretaries and Under Secretaries are 
responsib!e . for givmg advice on matters which · require , concurrence 
of the Mm1stry of Finance. 

5 · Tl_ie arrangements ref erred to in paras 3 and 4 above have 
resulted m the: (a) creation of additional posts of one Additional* 
Secretary and three Deputy Secretaries in the Departme.nt of Expe~di­
ture and (b) transfer of the existing posts of two Jomt Secretanes, 
13 Deputy Secretaries 2 Finance Officers, 21 Under Secretaries, 1 
Assistant Finance Offi~er, 34 Section Officers, 113 Assistants!U.D.Cs. 
and 84 L.D.Cs. from the Ministry of Finance (Department of 
Expenditure) to the Internal Financial Wings of the administrative 
Ministrie.~. Of the officers retained in the Department of Expenditure, 

*At the stage of factmil -n:rification it was pointed out that the sancti.~n of the JX:>St 
of Addi tional Sccrct•rJ wws not a result of the arrangements referred to m the earlier 
paragraphs but was separately decided upon 11s a rcnlt of the view taken thllt for the 
Hinchman Steels and the Department of Iron and Stee-1 a more senior officer than "' 
Toinr Secretary was ncce~suy. 

2 
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1 Additional Secretaiy and 3 Joint Secretaries hav~ 2Iso bt":er:i des_ig­
nated as Jntemal Financial Advisers of the respe~uve adminis?"at.lve 
Ministrie:;. · They are responsible to the respective Secretaries ~t 
administrative Ministries in respect of powers delegated to theso 
Ministries and for the rest to the Secretary of the Department ~f 
Expenditure. After this re-organ_ization 1J?.e. pepartment_ of Expencli­
t11re (excluding Defence Expenditure DIV1s1on) consists of the 

following: 
Sccrcwry 
Addi. Secretary 
Joi 1r S ,:crctari, s_ 
D eputy S· en rancs 
Fi112nc• Officer 
Under S· crdafrs 
Asrn. Fi: .a: cc Officer 
S, ctio:1 Officers 
Asi,m./U.D.Cs. 
L.D.Cs 

I 
8 

13 
I 

26 
I 

38 
1n 
170 

B. Objects or Scrutiny 
6. · The Committee were informed that the sc:utiny exercised by 

the Deparunent of Expenditur~ over the e~penditure pr~posals ~f 
administrative Ministries was armed at secunng economy rn expendi­
ture aud that it had two objects: 

"(i) that no services are· included t?at are not needed-this 
is economy in matters of Polley; and 

(ii) that in the provision for needed services, there is no extra­
vagance-this is economy in matters of detail. " 

7. The initiative and primary responsibility in regard to policy 
matters and for inclusion of schemes in the Budget, normally rest with 
the administrative Ministry within whose sphere that particular matter 

, falls. The Fina.ace Ministry is expected to co-ordinate the competing 
demands of the various Ministries and to limit them with reference 
to the availability of overall resources. This role of . the Finance 
~inistry is, however, largely influenced by the policies and decisions 
laid down by the PlanBing Commission in the Five Year and annual 
plans. 

8. The Committee were informed that the Ministry of Finance 
was generally consulted before a scheme was included in the Plan. 
The Finance Minister _was a Member of the Planning Commission 
and papers to be considered by the Planning Commission were 
g~nerally circulateci t_o the concern~ officers of . the Ministry of 
F1!1~ce who could, if necessary, bnng to the notice of the Finance 
Mmist_er any matter relcva?t. · to the q~estion under discussion. How­
~ver, 1t was stated, the Ministry of Fmance could contribute very 
~lttle at that stage because the details of the schemes to be included 
in the Pla_n were gei:ie~ally not available. NQtwithstanding this fact, 
the Plannmg Commission ftamed the Five Year Plahs and the 
Am;1ual Plans which clearly indic~ted in advance the schemes and 
proJects to be taken _up. Accordmg to the representative of th 
HO (Aii) LS-2 e 
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Ministry of Finance, the inclusion of a scheme in the Plan was . in 
itself no authority for including it in the Budget and for un~ertakrng 
its eiecution. According to hun, it would need to be examrned a~d 
processed further within the administrative Ministry and concurred in 
by the Finance Ministry · before any commitments could . b~ made. 
Nevertheless, it is evident that after a policy or a scheme 1~ included 
in ~he Plan, the scope for examining the propriety or necessity of that 
policy or scheme would be limited. " 

9. The Committee consider it highly unsatisfactory that the Min­
istry of Finai'lc~ should undertake the financial scrutiny of a scheme 
after its inclusion in the Plan. Elementary commonsense indicates ~hat 
financial aspects of a scheme or project should be throughly examined 
prior to its consider.ation by the Planning Commission so that all 
aspects, among which financial aspect is no doubt important, are 
before the Commission and the approved plan is realistic. The 
Committee have no doubt that this neglect on the part of the Finance 
Ministry has led to certain grievouJ errors in the post, e.g., the* Steel 
Projects and the Dandakaranya Scheme were included in the Plan and 
later in the Budget without adequate financial scrutiny. The Com­
mittee recommend that every paper prepared at the planning stage by 
an administrative Ministry for approval either by the Minister con­
cerned or the Plllnning Commission or the Cabinet should be accom­
panied by a note by the Internal Financial Adviser of the Min[stry in 
regard to the financial implications of the policy or the scheme in 
question. The financial implications together with broad details of 
the schemes under examination should be made available to the Fin­
ance Ministry to enable the Minister of Finance, as a Member of the 
f lanr:ing_ Commission and the Cabinet, to explain the full financial 
tmpl1catwns of a policy or scheme to the Commission or the Cabinet 
before approval is given by them. · 

C. Scrutiny of Estimates 
10. The Budget Estimates prepared by administrative Ministries 

are ~ro~dly divided into three parts-( 1) Standing Charges, (2) 
Contmumg Schemes, and (3) New Schemes. 
(i) Standing Charges 

. 11. The Committee were informed that the expenditure on Stand­
mg Charg~ which comprise pay, allowances and honoraria of ~erma­
nent establishment and office contingencies formed a small portion of 
the total expenditure. Toe departmental estimates in this respect were 
not scrutinised by the External Financial Adviser of the Department of 
Expenditure and were sent by the administrative Ministry direct to the 
Budget Division of the Department of Economic Affairs. A copy of 
these estimates was also simultaneously sent to the Accountant G~no­
ral concerned who verified the amounts with reference to sanctions 
and past actuals and trends. Such a mechanical check though neces­
sary in itself offers possibilities of reducing the budget provision on 

T nirty 1'i1ird :R~p ,r :· of th: Es im'I ea Com.--niccee (Second Lok Sabha) on tu• 
Minia,ey of S.eel, Min~s & Fuel-Hindustan Steel Limited. 
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.allowances, especially travelling allowances and contingencies in a 
minor way, but this can in no way lead to real economy. It is not 
correct to say that the expenditure on the permanent establisment 
being a fraction of the total expenditure of Government otters little 
.scope for economy. It must be remembered that year ~fter year more 
.anel more staff are brought on to the permanent establishment and the 
.expenditure on contingencies s~ows an up~ard trend, the scope for 
-economy widens and the need f~~ ~eal scrutmy ~ecome.:. urgent. The 
responsibility on the Budget D1v1~10n _devolves m a greater x_neasure 
when it is realized that, as stated m evidence before the Committee the 
.administrative Ministries hardly undertake any review of Standing 
•Charges. The Committee consider that notwithstanding the responsi­
rbility of the Budget Division the administrative Ministries have a,i 
important responsibility in the control of Standing Charges and, for 
Jhat purpose, they should conduct properly directed periodical reviews. 
The Ministry of Finance should call for these periodical reviews and 
.have them thoroughly examined by its Ec0tzomy Division with a view 
,to exploring scope for economy well in advance of the approval of 
the Estimates. The Committee also recommend that the results of 
such reviews should be embodied in the annual reports of the Minis­
try and their monetary values indicated clearly and co-related with 
.the estimates in question. 

(ii) Continuing Schemes 

12. The Committee were informed that the estimates of continu­
ing schemes prepared by the administrative Ministries were subjected 
to a scrutiny in the Department of Expenditure with reference to the 
progress already made, the commitments entered into, the trends and 
programme of execution of work for the following year. To some 
extent this scrutiny was of a continuous 'type with reference to the 
_performance during the previous year. In this connection the Sec­
re~ary of an administrative Ministry who appeared before 'the Com­
mittee admitted tha~ even thou&h contjnuing schemes were in theo 
.supposed to be contmuously ~ev1ewed, m practice, so far as his Minf!.. 
try was con~emed,_ s~ch review was seldom carried out unless there 
was a material vanat~on between the estimates and the actual cost of 
:e schemes. Even m sue~ cases the review was made only at the 
. uiget. stage. The Committee are surprised that there should be 
sue wide gulf between theory and practice and that the situation 
:ould be allo_wed to deteriora~e before steps are taken to arrest it and 
· us, ~~ expe~ence has shown 1t, there have been cases in which actual 
'~:pen i_turdes ~ve far exceeded the estimates ( and in some cases even . 

e revise estimates). The Committee d · · 
ance with the procedure laid down conti re~ommen that m accord-
periodically and systematically reviewed numg scher_n~s s~ould . ~e 
11 ~es and their internal Financial Adviserty _t~e f:dmm_1strat1ve Mm1s­
mcal and other experts and that such . Wit t e assistance of tech­
taken into account by the Ministry ofr~!ews shdoul~ be called for and 

mance urmg the pre-Budget 



6 
· ·th this pro--

scrutiny of such schemes. Cases of non-compliance w, the Fin-· 
cedure by any administrative Ministry should be reported ~~ neces-­
ance Ministry to the Cabin.et for such action as ,they cons, er 
sary. 

(iii) New Schemes 

13. The General ,Financial Rules of Government pr~cribe that n~-· 
scheme involving new expenditure should be included !n th~ Budge · 
unless it is complete and finally approved. In this con~ection, Mt_b~ 
Secretary, Department of Expenditure stated that the Fmane:e hmd 
istry was sometimes placed in a dilemma . because schemes which a ·. 
to be put through without delay came to the Ministry without adequate 
particulars and the information thaf would be necessary for the ex~­
ination of the proposal would not be available till the relev~nt pro1e~t 
report was ready. As the administrative Ministry did not bke to_ wait. 
till such examination was complete because there was emphasis ~n 
completing a scheme quickly, it insisted on inclusion of the scheme JO 
the budget on the basis of such details as were available. The Sec­
retary, Department of Expenditur~ further stated that even thou&h 
the arrangement of delegation of financial powers introduced m , 
August 1958 envisaged that no scheme which had not been scrutinised 
should be included in the budget, it had not been found possible to ­
observe this principle fully in regard to the budget for 1959-60. 

14. The Committee were informed that generally there was in~ 
adequate pre-Budget scrutiny for want of details in the case of 
schemes costing above Rs. 20-30 lakhs. In particular; they ~ere 
tol~ that when the Steel Projects were commenced, detailed pro1ects 
est lffiates were no! available. Recently, the Dandakaranya scheme· 
had also been st~rted without details being available. The Committee 
have alread';, pc:,mted out in their Thirty-Third Report how the costs 
of t~e Steel t r?Jects have risen phenomenally. They fear that schemes 
sub3ected to in adequate pre-Budget scrutiny might suffer from the: 
same defects. · 

15. Since oftentimes schemes are induded in the budget without 
prior scrutiny, it becomes necessary for the Ministry of Finance to· 
undertake their examination after the budget has been passed and 
before they are actually executed, so that unless and until expenditure­
sanctions are issued with the concurrence of the Ministi)' of Finance, 
no part of expenditure can be incurred. · Such a procedure very. ofte!1 
takes considerable time and by the time the expenditure sanction is 
issued, delay has alreac!y taken place. The Committee fail to see 
what good it does either to the administrative Ministry or the Finance 
Ministry to bypass the prescribed procedure and to dispense with pre­
Budget scrutiny. 

16. The Committee regard it unsatisfactory that the Finance Minis­
try should allow LBelf to be hustled in this way into acceoting raw and' 
ill-conceived schemes for inclusion in the Budget. Such a procedure· 
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,obviously results in presenting rough estimates to Parliament which 
,rmay eventually prove to be wrong estimates, laxity of control over the 
:financial aspects of the schemes and eventual ~elay in the exe~ution 
•.of ,rhe schemes. The Committee are of the view that the Fmance 
Ministry has a duty and a responsibility to ensure that no scheme 
which has not been ·scrutinised is included in the Budget. I'! case: 
such schemes mature during the course of a year and are reqwred to 

,be taken up urgently, Supplementary Demands could always be pre-
·:sented. 

•(iv) Grants-in-aid_ 

17 _ Apart from specific projects or schemes included in the Budget 
<there are certain other kinds of activities for which Government 
assumes responsibility but which are entrusted to quasi-Government 

-or private agencies, the expenditure being met wholly or partly by 
•Government by way of grants-in-aid. Such grants-in-aid are spread 
over almost all the Ministries. more particularly the Ministries of 
.Education, Health, Scientific Research and Cultural Affairs, etc. Ex­
_plaining the nature and extent of control exercised over such grants­
in-a~ the Secretary, Department of Expenditure, stated that the 
Ministry of Finance ensured that the object for which the grant was 
_proposed was a proper and valid object and that the grantee deserved 
the grant. Where such grants were of a continuing type, the adminis­
trative Mhistry concerned obtained a certificate from the grantee that 
·the grant had been utilised for the purpose for which it was sanctioned 
and these were generally taken into account before sanctioning grants 
for future years. Considering, however, the fact that the expenditure 
is actually incurred by the outside bodies over. which Government has 

. no direct control, the Committee feel that the checks exercised at the 
pre-Budget stage are more with reference to the policy and the size 
of the grants rather ,than with reference to the actual use to which the 

.,grants have been put by the grantees and the benefits derived there­
from. In the circumstances, the Committee doubt whether there is 
any qnanc~al control. both executive and Parliamentary, over the ex­
pend1t11re incurred by way of grants-in-aid out of public revenues 
The Cofr!mittee recommend that the concerned administrative M inis~ 
try and zts Internal Financial Adviser should obtain annually a per­
_f ormance or. achieveme_nt report from the grantee in respect of each 
~rant an~ with the assistance of some leading non-officials interested 
m the ob1ect of the particular grant, review annually its utilisation so 
as_ to regulate the payment of the grants-in-aid in future. ThP Com-
7:111t~fe ~eco!'"mend_ that a review on the utilisation of the grants-in-a/d 
~pecz ymg ~n detail !he achit?vements vis-a-vis the amounts s ent 
should he included m the annual report of ,th M' · dp e rmstry concerne . 

I 8. The extent of scrutinv exercised in f · · 
international bodies is even ie.n .rince ,theyr!;ect O ~ontribut~ons to 
payments on account of internntinnal a re e treate as obligatory 
such pavments vide annexure XVII of the e;:n:s- . The amount of 
to the B11t4get documents for 1959-60 is , RP an

3
atory_ Memoranda 

' over s. crores annually, 
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The Committee recommend that in regard to such payments also the­
administrative Ministry concerned should attempt a periodical review 
of the benefits flowing therefrom in its annual report. 

19. In this connection, the Committee also invite attention to the 
fact that in U.K. all grants-in-aid and· contributions to international 
bodies are. broadly, indicated in Part I of the Estimates of a Ministry 
and as such reproduced in the Appropriation Act which is enacted 
by Parliament. Such a procedure serves to pinpoint the extent _of 
grants given to non-governmental bodies most of which are outside­
the purview of the Comptroller & Auditor-General. The Committeir­
recommend that such a procedure_ be adopted in India also. 

(v) Re-classification of Estimates 

20. It is observed from the preceding paragraphs that estimates ot 
expenditure are actually prepared in the Ministries, Departments, etc. 
in the form of Standing Charges, Continuing Schemes and New 
Schemes. When they are finally approved by the Ministry of Finance,. 
they are re-classified in the follo..,ing form: 

Pay of Officers 

Pay of Establishment 

Allowances and Honoraria 

Other Charges. 

21. This classification was devised during the days of the British 
rule in India, because the then Legislature wanted to know what pro­
portion of expenditure was spent by the rulers on the Pay of Officers 
vis-a-vis Establishment as the former consisted of British personnel 
mostly and _the latter of Indian personnel. Also, they wanted to know 
the proportion of expenses on Office Contingencies, Equipment, etc., 
compared to the staff. Such a classification had some meaning in the 
then circumstances especially when Government was not responsible 
to the Legislature and the object of the Government was to maintain 
law and order and the minimum maintenance services. Now that the 
country has launched a gigantic economic development of the country 
and the whole context of budgeting has changed, the old classification 
has no meaning. The Committee, therefore, consider that the present 
classification in Budget P~pers_ should b~ changed. Accordingly, they· 
recommend that the classzficatzon of estimates should be as follows:-

Standing Charges 

Pay of Officers and Staff 

Allowances of Officers and Staff 

Office Contingencies 

Other Items. (Specify major items costing over Rs. 10,000 
each). 
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Continuing Schemes 
Scheme No. I (Name of Scheme) 

Pay of Officers and Staff ' 
Allowances of Officers arid Staff 
Office Contingencies 
Other Items. (Specify major items costing over Rs. 10,000 

each). 

• 
Scheme No. 2 (Name of Scheme) 

• • 

• 
Scheme No. 3 (Name of Scheme) 

• • 

New Scheme, 

Scheme No. 1 (Name of Scheme) 

Pay of Officers and Staff 
Allowances of Officers and Staff 
Office Contingencies 
Other Items. (Specify major items costing over Rs. 10,000 

each). 
Scheme No. l (Name of Scheme) . . ' . 
Scheme No. 3 (Name of Scheme) 

• • • 
D. Nature of Scrotilly 

(i) Departmental responsibilities 
22. The Committee were informed by the Secretary, Department of 

Expenditure, that it was the responsibility of the administrative Minis­
try to prepare the estimates correctly. The estimates so prepared are, 
under the present arrangements, subjected to pre-Budget financial scru­
tiny twice-once by the Internal Financial Adviser of the administra­
tive Ministry and again by the External Financial Adviser in the Minis­
try of Finance. In justification of the second scrutiny in the Ministry 
of Finance, the Secretary, Department of Expenditure, told the Com­
mittee that however competent an Internal Financial Adviser might be, 
the peculiar circumstances in which he had to work in the administra­
tive Ministry would make it difficult for him to exercise that indepen­
dence and judgment in the scrutiny of schemes as would be possible 
for the Ministry of Finance to do. It was also noted by the Com­
mittee from the evidence of some administrative Secretaries thar they 
too were not willing to take over the responsibility for pre-Budget 
scrutiny of schemes without the concurrence of the Ministry of 
Finance. Obviously, this would lead to blurring of responsibilities 
which it is desirable to avoid. 
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23. The Committee feel that since the scheme of internal finan­
cial advice was put into effect only six months ago, it is yet too ~ariy lO 
come to any final judgment. The Committee would, however, bk~ that 
before an opinion is formed, a list of the l?Jpses on the part of inter­
nal financial advisers is prepared to assess the true Yi;Orth o~ th~t '!d­
vice vis-a-vis the advice given by the Ministry of Finance m s,m,la_r 
circumstances. The Committee also recommend that wherever esti­
mates go wrong, re-appropriations take place, demands for additional 
funds as a result of increase in costs of schemes are made, Supp~e­
mentary Demands are asked and lapse's of funds take pl'!ce, a regutar 
post-mortem should be held to determine the reasons which led to t~ 
wrong estimates and to fix responsibility therefor. T-he Lesso~ _Iea,:nt 
from such ari examination, if pooled and circulate~ to all N!zmstrze_s, 
would undoubtedly improve preparation and scrutiny of estimates in 
future. 

24. The Com~ittee understand that although instructions had 
been issued that schemes should be submitted to the Department of 
Expenditure for scrutiny throughout the year, so as to prevent pre:, 
Budget rush, the Department of Expenditure had actually in a limited 
time to scrutinise a large number of schemes. For this purpose, 4 
posts (lf Deputy Secretaries had been created in the Department o~ 
Expenditure for three months to cope with the rush for scrutiny of 
6chemes. This instance indicates""1-iow regular staff can remain without 
full quantum of work for major part of the year and how extra staff 
has to be employed because of lack of method and co-operation 
betwe~n the vl:!rious Ministries of Government apart from the fact that 
financ~al s~rutmy conducted by the temporary officers in a limited time 
at their disposal must be of inferior type. 
(ii) .Agreements and Contracts 

25. A large volume of expen_diture is incurred indirectly by way 
of con.tracts and agreements entered in connection with the imple­
mentation of sche~es. These contracts may be for collaboration in a 
venture for te~hmcal _advice, _for works, for supplies, for credit, etc., 
and may be with foreign parties or Indian parties . 

. 26. The Secretary, Department of Expenditure, explained during 
cvide~ce that by and large contract documents in respect of works and 
~uppl!es had been standardised . . He added that while every effort was 
mvanably made to secure the best interests of Government 
in c~rtain cases, especially where foreign parties were involv­
~d, little choice was left due to the dependence of ti,.e country 
m various matters on foreign technical assistance and know-bow 
and Government had to accept the terms of the parties concerned. 
Th~ Committee are not, however, convinced that this plea would ex­
plam the undesirable prov.isions of the various contracts and agree­
ments entered into by Government, e.g., those in connection with the 
Steel Projects ( 33rd Report--Second Lok Sabha), Ordnance Fac­
tories (68th Report-First Lok Sabha), Bharat Electronics Private 
Limited (39th Report-First Lok Sabha) etc. 
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27. The O.ommittee, therefore, reiterate the suggestion made by 
them in tehir Report on the Ministry of Steel, Mines and Fuel­
Hindustan Steel Limited (Thirty-third Report-Second Lok 
Sabha) that all , negotiations for l~rge agreemen!s and 
contracts should be conducted by a C'?m'!'!ttee of technical ?s 
well as financial experts rather _than by zndivzduals . . They suggest in 
this connection that the financial <fSp~cts of all bzg . contracts and 
agreements should before their finahs?tzon b7 got _exapun~d by a tea'!2 
of financial experts instead of by a. s11:gle Fznanczal Adv~ser who zs 
generally associated with the negollatwns. The Commlltee suggest 
that a record should be maintained of the negotiations as well as 
examinations so conducted so that the attempts that were made by the 
negotiators for securing better terms would be available on record. 

28. The Committee further recommend that a history-card of 
of each major contract and agreement entered into so far and in 
future by or on behalf of the Government be prepared 
indicating therein the various steps through which the negotia­
tions passed, the difficulties which were encountered: how th~y were 
overcome and other particulars, Such a record and 1ts analys1s would 
provide safeguards against recurrence of the s.ame defects while enter­
ing into contracts and agreements in future. 

(iii) Methods of Scrutiny / 
29. The scrutiny of expenditure proposals on behalf of the Ministry 

of Finance is conducted by the different Financial Advisers and their 
staff who work practically independently of each other. The Committee, 
therefore, inquired whether this arrangement . resulted in financial 
scrutiny in respect of expenditure proposals of different Ministries being 
exercised accordmg to different standards and whether the system and 
procedure of financial scrutiny could be standardised. The Committee 
were told by the _Secretary, Department of Expenditure, that financial 
s~rutiny \Vas nothmg more tha1! the application of commonsense with a 
bias towards economy and that m that sense there could be no specialised 
science of expenditure control. The .Committee recognize that it is 
difficult to lay down an>: uniform standards of financial scrutiny, parti­
culf!r!Y. when th_e machinery of Government is so complex and their 
aotzvztzes so vaned and vast. Nevertheless they feel that a system of 
trainin_g of al~ financial advisers in the methods and application of 
financtal scrutiny should be devised. The Committee also recommend 
that there should be a common cadre of financial advisers who man the 
posts in the Ministry of Financ_e, Internal Financial Wings of Ministries 
and Finance and A_ccounts Depart"!ents of public undertakings. The 
officers should_ be hable to t~ansfer mter se so that the knowledge and 
experience gamed by them m one post may prove of use to them in 
similar appointments elsewhere. This suggestion has been further 
elaborated in Chapter VI. • 

30. One of 1:he comn:io.n criticis1;lls ma~e in r~pect of the scrutiny 
of schemes, etc. m the ~1mstry of Fmance .1s that 1t results in consider­
able delays. The C~mnuttee haye also heard it alleged that the officers 
of the Ministry of Fmance are inclined to raise piecemeal queries and 
l40 (Aii) LS-3. 
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' h tend to get delayed 
objections again and agaig with the r_es_ult t at ~a~es d that the o. & M. 
ultimately. The Secret~1y of_ the_ M1:11stry exp ame of dela and had 
Division had made an mvest1gat10n mt? the c~t~s. trative YMinistries 
reported that ~be delay _o~curred more m the_ a f 1;;: Department of 
than in the Finance Mm1stry. The S~cretary O on all his officers the 
Expenditure furt~er st_ated that he t~ctd impre~s~1aoe rather than piece­
necessity of makmg complete scrutiny at _

5
on t ":es of administrative 

1 Th C • , d that ecre an mea . e omm1ttee recvn,.mcn .. . f • which delays have 
Ministries may ~mce ~ quar~er ~end a list o. ca;~i;~emeal to the Secre-
taken place or zn which ob1ect1011s were razse bl h I , t 
tary of the D<"partment of Expe11diture in order to ena e t e at,_er o 
investigate i,rto the cases in a conc~ete manner and to take suitable 
action against those who arc responsible for them. 

E. Co-ordination with Budget Division 
31. The Budget estimates of all Ministries and Departments of 

government after scrutiny and concurrence by the Department of Ex­
'penditure are forwarded to · the Budget Division for inclusion in the 
Budget to be laid before Parliament. The Defence and the P. & T. 
Budgets are received in the Budget Division in a compiled form from 
the administrative Ministry concerned with the assistance of the con­
cerned Expenditure Divi~ion, \Wlile in the case of all ·other Ministries 
and Departments of the Central Government ( other than the Railways) 
the compilation is done with the assistance of the Accountants-General 
in the Budget Division, which also consolidates the final Budget. 

~ - T~e Committee were informed that the · difference in the 
method ot compilation of the Defence and the P. & T. Budgets on the 
one ~and_ and the rest of the Civil Budget on the other, was mainly due 
to h1s_toncal reasons. The Defence Division had at its disposal an 
orgaru~e_d Defence Accounts Department which was in close touch with 
the _-r..:Imi~try of _Defence and the rest .of the Defence Organization. The 
po~itioi:i m respect of the P. & T. was also stated to be similar. The 
Commlltee, however, consider that in view of the provision of Internal 
and _External Financial Advisers for all the Ministries it should be 
rosszble to decentralise rhe work relating to the compilation of the 
Budgets of the various Ministries, especially since such compilation after 
f.nanctal scrutiny has been exercised would be mostly clerical in nature 
and miglzt not need a separate organization in another Department to 
do it. The final consolidation after exerci,i111-: scrutiny and test check 
could with advantage be done by a small Budget Division* located 
within the Department of Expenditure under unified control so as to 
facilitate maximum co-ordination in budget scrutiny, compilation and 
consolidation. · 

33. The Budget Division is under the overall charge of a Special 
Secretary and consists of 1 Joint Secretary, 1 Additional Budp:et Officer, 
3 Under Secretaries, 5 Section Officers, 17 Assistants / U D Cs. and 10 
- -· - - -*Th~---B~dg~t ~ Divi ; ion is in charge of ~~tt~r~ -c~n-ncc:tcd wit!; th~-·fl.;-tithlg .;-f 
public loans , adm-inis1ration of the Pu blic Dcht., borrowings by St ~: c Governments, 
implemcnt?tion of the recommcnda1ions of the FinJncc Commission e1c. These and 
other similar func tions m1y, however, condnue to remain in 1.he Department of 
Economi: Affairs. 
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LDCs. The Committee feel that with the decentralization of Budget 
compilation and the close scrutiny of expenditure proposals by the 
Expenditure Divisions suggested above, there shoitld be scope for con­
siderable economy in the strength of the Budget Division. 
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.. ECONOMY DIVISION 

A. Functions 
34. The Economy Division of the Department of Expen?iture, also 

known as the Special Reorganization Unit, was set up first !n ~952 to 
carry out an objective and critical examination of the-orgamzat10n and 
staff requirements of the various Ministries and their attached and sl!b­
ordinate offices by undertaking detailed examination and by evolv1~g 
suitable standards of work with a view to suggesting economies consis-
tent with efficiency. · 

35. Later in 1954 the Government of India found it necessary to 
set up in addition an 0. & M. Division in the Cabinet Secretariat wi!h 
the object of improving the quality and methods of work, and spee~ m 
dh:posals and thereby securing maximum efficiency in administration. 

36. The Committee were informed that initially the S.R.U. consisted 
of a special team of officers draw,n from the Ministry of Home Affairs 
apd the Ministry of Finance but the unit was not successful since it 
could not c.irry with it the conviction of the organisations examined by 
it with the result that it took a long time to pursue the recommendations 
and implement them. A review of the organization and method of 
working of the Unit was, therefore, carried out in 1956. As a result, 
certain changes, one of which was the technique of work-study, were 
introduced. Further, the representation of the Ministry of Home 
Affairs on the S.R.U. was terminated. Since August, 1956, the Joint 
Secretary was also made the Secretary of the Committee on Plan 
Proj~cts. ~f. the. Plannin~ . Commission. He is also in charge of the 
Delhi D1v1s1on m the CIVll Expenditure Division. 

37. The Special Reorganization Unit was directed at the time of its 
reorganisation in 1956 lo confine its activities to selected areas of ad­
~in,istration instead of working on the basis of a programme for cover­
mg the whole of the administration. It was intended that one of 
its functions should be to regulate tl}e expansion of establishment 
ari,;;ing from progressively increasing Plan outlays. 

38. The Committee were informed that overstaffing in Government 
Offices arose because staff requirements were often estimated and sanc­
tioned on the basis of a conjecture in the absence of an analysis of the 
methods of work. In fact, the Secretary, Department of Expenditure, 
during his evidence stated that the results of the examination already 
conducted by the S.R.U. showed that there was still room for economy 
in the staff position of various Ministries. 

39. The number of work-studies etc. carried out by the S.R.U. since 
re-organisation in 1956 in respect of the various Ministries and Depart­
ment is in the neighbourhood of 25. During evidence, the Secreta~·y, 
Department of Expenditure, admitted that he was not satisfied with 
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the pace of work of the Unit* and that he was working on a scheme 
by which the Unit could complete an_ examination <;>f the main 
Secretariat Departments and possibly some of the ma1or Heads of 
Departments within a· period of two years. 

B. O. and M. Unit 
40. When an 0. & M. Unit was first set up in the Ministry of 

Finance (Expenditure Division) all the Deputy Secretaries in Expendi­
ture and Establishment Divisions were nominated as 0. & M. Officers. 
A small section consisting of one Section Officer, one Assistant and 
two clerks was set up m November, 1955 for assisting the 0. & M. 
Office.Ii in respect of the Establishment Division. Towards the end of 
December, 1956, a separate officer was appointed as the 0. & M. Officer 
for all the Civil Expenditure Divisions with a view to achieving better 
co-ordination and more effective scrutiny and progress of work, both 
qualitatively and quantitatively. This," however, was only for a short 
period after which the officer was allotted other work also. A 
separate section consisting of one Section Officer, 2 Assistants/U.D. 
Clerks and · two Lower Division Clerks was set up to assist the O.& M. 
Officer and with effect from 1st February, 1958, it was amalgamated 
with the existing section. · 

41. The Committee were informed that no , formal review of the 
work done by the 0. & M. Unit had been undertaken so far. It was 
stated that in view of the small· size of the Unit and considering the 
big and essential work prescribed by the 0. & M. Division of the Cabinet 
Secretariat and that too part-time, a review of the 0. & M. work of the 
Ministry of Finance except as part of a review of the 0. &. M. work in 
the Goveimneilt as a _whole might not be worthwhile. The Committee 

· were also informed that the Ministry of Finance had no opportunity to 
examine either initially or later, the .financial justification of the O. & M. 
Division and the 0. & M. Units in the various Ministries. 

42. In this connection, the Secretary of an administrative Ministry 
expressed a v~ew before the C?mmittee that the 0. & M. Organization 
had started with great expectat~ons but that these had not been fulfilled. 
He said !hat. the 0. & M: !Jn~t had been producing a lot of material 
f?r the direction of the M~mstnes but that it was completely dispropor­
tionate to the results achieved. There were various kinds of forms to 
be filled in and reports to be submitted to the 0. & M. Section which 
involved avoidable work. Besides, the 0. &. M. Officers were crowded 
with so much day-to-day work that they d_id' not have the time to analyse 
the information that was collected . 

. 43. It is obvious from a reading of_ t~~ foregoing paragraphs that 
neither the S.R.U. nor the ~- & A:f· D1v_1s1on and Units have fulfilled 
-<c:i:en a pare of the e~pecta11ons w11h which they were started. After 
many years 0 1 workmg both had to be re-organised, and even then it 
cannot be -~aid t~at they have performed functions commensurate with 
the expenditure mcurre~ ::_':.__~hem. Rather, the Committee regret to note, 
~ the atag~ of factual v~rification it.was p~intcd out tha~-- the s~------­
ment of Expenditure was satisfied t!iat With their eltistinJ staff th S R JY, Depa_rt­
han don• more thllll theJ wen do1ni. e · , - could not 
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cori,iderable time and money have been spent on futile work and, as 
the impression goes, the O. & M. Units have perhaps considerably added 
to the useless procedures, and overburdened the already s!ow system of 
Secretariat wo,:king. The Committee consider that the time has come 

. for a thorough review o.f the functions and the organization of both_ the 
S.R.U. and the 0. & M. Division and the 0. & M. Cells in the various 
Ministries. The Secretary, Department of Expenditure, during his evi­
dence agreed with the need for such ,a review so as to pssess whether 
the 0. & ,M. Organization was yielding good returns for the money spent. 
He informed the Committee later that the present incymbent of the post 
of Director, 0. & M. Division, who had recently' been appointed, would 
review the present working of the Organization and offer his suggestions 
for improving it. The Committee feel that (t would be desirable to 
associate with the Director during his review of the 0. & M. working, 
one or two Senior Secretaries to Government who had experience of the 
0. & M. work in their Ministries. 

C. Co-ordination with O. & M. Division 
44. The Committee observe that the work of the S.R.U. is but an 

extension' of the work of the 0. & M. Organisation especially in view 
of. the dose connection between economy and efficiency. .The Com­
nuttee 40 7!0~, therefore, consi~r t~at there _is _adequate justification 
fo_r mamtammg the two orgamzatwns as d1stmct units under • two 
d1ffer~nt Departments. Since the _Cabinet Secretariat has no executive 
functions to perfor"!, t~e C~mm1ttee recommend that the S.R.U. and 
the 0. &: M . . Orgamsatwn-:-1.e: the O._ &: M. Division and the various 
0. & M. Units-be ~o_mbmed "!to a single organization with a unified 
c<?nt~ol under the Mzmstry of Fmance as to enable the combined ofga­
nrsatzons to effect speedily economy consistent with efficiency. 

45: T_he staff at pr~ent employed in the S.R.U. and the o. &" M. 
Orgamsat1on and umts ts 3-S under:-

J.S. 
D.S. 
U.S. 
O.S.D. . 
Assistant to Director 
Assistant Director 
Section Officers . 
Assistants/U.D.Cs. . 
Stenographers/Steno-typi1ns 
L.D.Cs. . . . 
Draftsmen . ' 
Tracer 
Artists . . 
Gestetner Operator 
Daftries . . 
Peons. 

S.R.U. O.& M. 

0. & M. Units in 
Ministries 

Division Part-time Full-time 

part-time part-time 
I I 

2 

2 

I 
IO 

7 

I 
I 

I 

4 
7 
2 

IO 
I 

I 
2 

9 

- - - ------

. 17 
r8 

rs 
14 
3 

17 

2 

6 

, I 

r6 
· 53 

I 

50 
4 

2 

6 
JI 
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46. The Committee feel that the fir6t task of the Ministry of 
Finance should be to prune this staff effectively so as to reduce it to 
the barest minimum and to evolve a compact single organisation which 
should be a model nf efficiency based on considerations of maximum 
of economy. It is only then that such an organisation would be· in 
a positio•1 to inspire confidence and influence decisions. The Com­
mittee also recommend that the work-studies carried out by it ihould 
be published in the annual reports of the Ministries and the economies 
effected as a result thereof indicated clearly in such reports. This 
organization should endeavour to lay down scales of work for each 
;ob on scientific and business principles and the staff strengths should 
he based in the light of such conclusions and not on ad hoc or hapha-
zard or conjectural pasis. · · 

47. The Committee emphasize that the strength and quality of ihe 
personnel employed in the Division, their methods and procedures of 
work and their achievements sh,ould be reviewed from time to time 
so that the instrument for devising and effecting economy in adminis­
trative expenditure does not itself become a source of additional ex­
pense to Government, as has been the case in the past 
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ESTABLISHMENT DIVISION 

A. FYnctions 

48. The Establishment DivisioO: ' of the Department of Expendi­
ture is responsible for the administration of Finijncial Rules and 
Regulations, delegation of financial powers · to Ministries, Departro~nts 
etc., financial scrutiny of proposals relating to conditions of service, 
e.g., pay, pension,· leave, deputation, etc. of Government servants. 

49. The Financial Rules which are dealt with in the Establish­
ment Division are mainly the Fundamental and Supplementary R:ules, 
Civil Service Rules and Regulations, General Financial Rules, Fman­
cial Business, General Provident Fund Rules, Superior Civil Service 
Rules, etc. However, certain other financial rules like the Treasury 
Rules, the Rules relating to accounting procedure . and instructioru 
with regard to control over expenditm:e. etc., are dealt with in the 
Budget Division of the Deparffhent of Economic Affairs. Again, the 
various Rules relating to the Conditions of Service of the various All 
India & Central Services are dealt with in the concerned Ministries 
of the Government. Thus the Indian Administrative Service and the 
Indian Police Service Rules are dealt with in the Ministry of Hom~ 
Affairs, the Rules relating to the Conditions of Service of the Defence 
Services are dealt with in the Defence Ministry and the Indian Foreign 
Service Rules are dealt with in the Ministry of External Affairs. 

B. Simplilication of Rules 
50. In No·,ember 1949, in his re~or~ on the reorganisation of the 

1m:chmery of Government, the late S~n N. Gopalaswamy Ayyangar 
had suggested that Rules and Regulations governing the recruitment, 
train_ing, posting, regul ~tion of _c?nduct_ a~d discipline, leave, pay, 
pension and other service cond1L1ons ot Government servants should 
be consolidated in a self-contained Code of Civil Service Reaulations. 
Accordingly, an I~ter-Depar!mcntal _Committee was set up in Febr~­
ary 1951 to recod1fy the vanous Service Rules and Regulations, but 1t 
was stated in the Fourth Annual Report of the O & M Division of 
1957-58 that the work of that Committee went on a little slowly and 
somewhat spasmodically with the result that by 1956 that Committee 
had sent round only preliminary drafts of the revised Pay Code, Leave 
Code, etc. Subsequently, a High Level Committee was set up in 
1957 to take up the review with the utmost speed. This Committee, 
it was stated by the Secretary of the Ministry of Finance during h_is 
evidence, had done good work: but that its work: had b~en ke~t 1!1 
abeyance pending the report of the Second Pay Commiss10n which 1s 
expected to be submitted sometime in 1959. 

18 
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5 l. The Committee note that the Financial Rules of Government 
which were framed long ago are out of tune with the present pattern 
and purpose of administration and the scale of governmental opera­
tions. There is also a widespread feeling that these Rules, possibly as 
a result of frequent piecemeal changes, have become very complicated 
and need simplification. The Secretary of the Ministry of Finance also 
agreed during his evidence that the Rules required a great deal of sim­
plification. 

52. The Committee pointM out that,_ under the present procedure, 
sanction and payment of pensions to retired Government servants was 
often very much delayed c~using much distress to_ the persons conce~n­
ed. The Committee were mformed that_ the qµ~st10n ftad been_ examm­
ed by Government sometime back and mstruct10ns had been issued to 
simplify the procedure for sanctioning pension. It had, however, been 
found that the defects which gave rise to the delays in payment of 
pensions Jay not only in the procedure but in t~e basic ru_les thems~l~es. 
The Government had, therefore, set up a special Committee cons1stmg 
of the Cabinet Secretary, the Secretary of the Department of Expendi­
ture, and a representative of the Comptroller & Auditor-General to 
examine the matter comprehensively. 

53. The Committee deplore the halting attempts so far made to 
review and simplify the Rules and Regulations and the little progress 
made in the matter during the last ten years. The need for an early 
review, simplification and recodification of all financial rules and those 
relating to service conditions so as to suit the changed circumstanc:es 
and the existing service. conditions needs no emphasis. The Committee, 
therefore, hope that ewn now speedy action would be taken to com­
plete the work. 

54. The Committ~e understand that a large volume of Case Law 
has grown ~rot:1nd vanous Rules and that at present there is no authori­
tative cop1p1lation of all the amendments and clarificatory orders issued 
under these Rules. As the responsibility with regard to the formula­
tion and interpretation of these Rules rests with the Establishlflent 
Division, the Committee suggest that that Division should undertake 
the publication of such compilations periodically. 

C. Delegation of financial powers 

55. The Committee were informed py the Secretary, Department of 
Expenditure, that t;ven though the scheme introduced in 1958 under 
which large financial powers had been delegated to the Ministries 
contemplated sub~delegation or re-delegation of powers by .the adminis­
trative Ministries to ~ubor~inate a_uthorities ".e~y few proposals in this 
reg"trd had been received m the Fmance M1mstry. The Commillee 
reg;·et that the administrative Ministries should have taken such a long 
time to ,nake the necessary proposals and thereby caused unnecessary 
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delay and avoidable expenditure in the execution of de~e!opm~nt p~o­
grammes. I'he Committee, _however, hop_e that the adm~mstrat1ve M~n­
istries will not display any .tendency to retain the financzal powers wzth 
them and starve the subordinate authorities of their necessary share. 
The Committee consider that urgent action is called for so that effec­
tive decentralization of financial and administrative powers takes place 
as early as possible. The Ministry of Finance should ensu~e that 
administrative Ministries do move in ·the matter as early as possible a__nd 
effective action should be ta.ken by them to achieve this. 

56. At the same time, to prevent any 'abuse of 1iower, either delib~­
rate or through bone fide mistake, the Committee recommend that it 
should be the reponsibility_ of the Finance Ministry to review the 
exercise of delegations to administrative Ministries. Similarly, it should 

· be the responsibility of every administrative Ministry and its Internal 
Financial A,:lviser to review from time to time the exercise of delega­
tions made to its subordinate authorities. Such reviews should also 
be directed to ensure that powers given to various authorities are i,z· 
effect ru:ercised and not shirked. 

D. Conditions of Serviee Rules 
57. The Establishment Div~fon is called upon to deal with referen­

ces seeking relaxation of rules in individual cases. The Committee 
feel that the practice of relaxing the rules in favour of individuals is 
open to abuse and likely to cause dissatisfaction and that it should be 
allowed only in rare and exceptional cases. While they hope that the 
ctelegotions suggested earlier would minimise such cases, they recom­
mend that a record of all such cpses referred to the Establishment 
Divisio,i for relaxation of Rules and the cases in which relaxations 
were allowed with iitstification therefor may be maintained in the 
Department and reviewed from time. to time so as to ensure that the 
relaxations are kept to the minimum. 

~8. The Comm!ttee also understand that disposal of references re­
gardmg leave, pens10ns, gratuity, etc. made to the Establishment Divi­
sion is considerably delayed with the result that discontent is caused 
,,mong . the staff and unnecessary work is involved in the Ministries in 
re-openmg past cases as a re.suit ,0f late issue of orders. 
In this connection, the statement in the Fourth A 111111al Report of 
the 0. & M. Division that during the seven months of the year 1957-58 
the disposal of cases in the Establishment Division in a month 
invariably fell short by over 25 % of the receipts in that month is 
significant. 

59. Such delays should give rise to concern to the senior officers 
of the Ministry of Finance. The Committee recommend that a record 
of all clarifications, amendments, retrospective sanctions and time 
taken in disposal of references in the Establishment Division should 
be maintained and _reviewed periodically by the senior officers with 
a view to determining the reasons and taking suitable remedial steps 
including disciplinary action against persons responsible. 
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E. Organization 

60. The Establishment Division .consists of one Joint Secretary, 
five Deputy Secretaries, ten Under Secretaries, 19. Section Officers, 97 
Assistants/UDCs. and 85 LDCs. The Committee wonder whether 
the work in the Establishment Division justifies such a large establish­
ment. They consider that cases which are sent to the Establishment 
Division for advice, etc., are such that should ordinarily be disposed of 
at the officer level. The Committee feel that the presence of a large 
number of subordinate staff in the Establishment Division indicates 
that the usual routine of noting by clerks, Assistant Section Officers, 
Under Secretaries/ Deputy Secretaries goes on and that it would be 
interesting to know with reference to files as to the number of notes 
which are written by different categories of staff on the same matter 
in the Establishment Division. The Committee, therejore, recommend 
that .the organization, the working and the procedures of work in the 
Establishment Division should be comprehensively examined with a 
view to redttcing its strength drastically. 
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COST ACCOUNTS BRANCH 

A. Functions 

61. The Cost Accounts Branch of the Department of Expendi~ure 
was set .up during the Second World War for the pnrpose of mvestiga­
tion of costs relating to 'Cost Plus' contracts, for making payments 
thereunder and also for fixing prices of supplies required for War 
purposes so as to ensure that abnormal prices were not paid to the 
suppliers. After the termination of the War, the nature of work of the 
organization underwent a change. At present the organizatio_n deals 
with ad hoc items of work relating to investigation of accountmg _sys­
tems and costs entrusted to it by· various Ministries/Departments from 
time to time. The Committee were informed that the Cost Accounts 
Branch had been of great use in effecting economies and in increasi_ng 
the efficiency of the administration where it was called upon to m­
vestigate and advise. 

62. The Cost Accounts Branch consists at present of I Chief Cost 
Accounts Officer, 3 Senior Cost Accounts Officers, 11 Cost Accounts 
Officers, 7 Assistant Cost Accounts Officers and 16 Accountants. 

63. The Committee in paragraph 121 of their Thirty-ninth Report 
(Frist Lok Sabha) had recommended that the Cost Accounts Branch 
should be . entrusted with the specific duties of laying down the cost 
accounting system to be followed by each undertaking in the public 
sector, of conducting systematic, concurrent or periodic reviews in re­
gard to !h~ adequacy or otherwise of the system followed by them and 
of subm!tt!ng r~ports_ t~er~on to the Ministry of Finance as well as to 
the admm1strat1vc Mtmstnes concerned. The Committee were inform­
ed that the re~ponsibility for the maintenance of an efficient system 
of cost accounting devolved primarily on the Boards of Directors of the 
public undertakings and that the Cost Accounts Branch was not at 
present equipped with fully trained personnel conversant with the sys­
tem suitable to all tyoes of undertakigs. Consequently. the 
Ministry of Finance did not consider it feasible immediately 
to centralise in the Cost Accounts Branch of the Finance 
Ministry the responsibility of laying down systems of costing for all 
State undertakings and of ensuring by periodical inspections that the 
systems were being faithfu11y followed. The Committee were, how­
ever, informed that while proposing to develop the Cost Accounts 
Branch it was also proposed that the Branch would examine the ex­
isting systems of cost accountinf?; in the various public undertakings 
in conslutation with their Boards of Directors and sumbit reports for 
consideration of Boards of Directors and administrative Ministries 
concerned. 

22 



23 

64. In this connection, the Committee observe that the extent of 
work done by the Cost Accounts Branch so far has been as follows:-

Type of wc.rk As on 1-6-58 Rough F-1r t'le last three years 
estim 1 es for 

1,ss-59 1955-56 19 6-57 1957-58 

Cos · inves ig I.ions 14 70 36 34 58 

Inve~dg3 ions in o 
Escat.,or cl ims 149 ~ 25 203 126 

S udy of accoun:in1 • 6 1 a 3 sys ems 
De oj ed investiga-

lions for rendering 
assis :· ,nce 10 Com-

20 t) mit ees IO I.f 5 
V-lua ion of indus-

trill under .~kings 2 I 1 2 

176 298 78 265 192 

.It is seen that the number of investigations of accounting systems 
conducted by the Branch has been of the order of only 2 or 3 
annually, which seems an insignificant figure considering the number 
of public undertakings in the country. The need for an efficient and 
effective system of cost accounting in the various undertakings in 
the public sector needs no emphasis. The Committee ,recommend 
.ihat the Ministry of Finance might draw up a programme so as to 
,:omp/eite one round of examination of cost accounting systems of the 
various public undertakings in as shor~ a period as possible. 

65. A suggestion has been made to the Committee that the officers 
-of the Cost Accounts ·Branch could make a comparative study and 
compile data in respect of the various Government undertakings with 
regard to capital investment per unit capacity, labour force per unit 
capacity, labour cost per unit production, standard quantities of raw 
materials consumption, relationship between capital cost and main­
umance cos,t of plants and equipment etc. The Committee have no 
doubt that such data would be useful for judging the efficiency of any 
industrial unit and recommend that its compilation be undertaken in 
the Cost Accounts Branch gradually. 

66. The Committee have suggested in paragraph 27 that infor­
mation relating to contracts and agreements be pooled. The services 
of the Cost Accounts Branch would be invaluable both in analysing 
past aweements etc. and at the time of negotiating agreements in 
future and recommend that these be included in the functions of the 
Cost Accounts Branch. 

B. Organization 

61. The Committee feel that the Co.1·1 Accounts Branch would 
need to be reorganized after the duties suggested above are allotted 
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w that Branch. In this connection, it has been suggested to the Com­
mntee that the Cost Accounts Branch should be reorganized as 
:follows: 

"It should be
1 

divided into_ the following divisions: 

( 1) A. Systems Division which will be ;esponsible to l~y 
down the systems · of accounting to be adop~e~. m 
the various State industrial units. . This D1v1S1on 
will ensure that uniform system of accounting is 
followed by the several units relating to the same 

. type of industry. 

(2) A Systems Inspection Division which will consist of a 
· set of experienced touring officers who will go about 
making periodical visits to the industrial units con­
cerned and examine the actual working of the 
systems laid down with a view to ensure that the 
prescribed systems arc being properly worked. This 
Division can also undertake what may be called an 
'efficiency audit' simultaneously and make its con­
fidential report to the administrative or financial 
authorities of the Government. 

( 3) A Research Division which will collect industrial data 
and publish them periodically for the information of 
all concerned. This Research Division should also he 
held respomible for publishing pamphlets on 
standardised accounting procedure including cost 
accounting procedure for the several industries in 
~e country. They should be sufficiently informa­
tive and should give reasonably good description of 
the technical processes involved and also indicate 
the peculiar aspects of accounting to be looked into 
and the various important items of quantitative and 
production data that would be useful to be provided 
to the management for control purposes. 

( 4) The Cost Investigation Division which will carry on the 
other routine work which is being done at present 
by this Branch." 

The CommiUee recommend that these suggestions may be examined 
by the Ministry of Finance quickly. 

68. The Committee were given to understand that the major 
difficulty in widening the scope of the Cost Accounts B~anc~ and of 
expanding it was the dearth of men holding requisite qual1ficat1ons and 
experience. Even at present the posts of 4 Cost Accol!nts Officers. 
3 Assistant Cost Accounts Officers and 9 Accountants ID the Cost 
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Accounts Branch were vacant. The Committee observe, however~ 
that in addition to the existing · cadre of Accountants the Branch has. 
only IO Accountants under training at present. They were informed 
that Government had also decided to send abroad 2 officers for train­
ing in cost accounting relating to Steel Projects. The Hindustan Steel 
Ltd. h·ad also started a school at Calcutta _where 100 accountants were 
under training. The Committee cons~der these steps as inadequate. 
The need for developing the Cost Accounts Branch in the .Ministry of 
Finance and the cost accounts organizations in the different public 
undertakings cannot be over-emphasized. They, therefore, recommend 
that energetic steps be taken by Government to increase the output 
of cost accountants in the country by: 

(i) starting more tralninK schools like the one at present run-· 
by the Hindustan Steel Ltd. 

(ii) utilising all the available well qualified personnel in the 
country to train students and accountants; 

(iii) bringing foreign experts under the various aid schemes for 
providing coaching; 

(iv) deputing abroad in larger number selected candidates, and 

(v) providing extensive practical training in Cost Accountancy 
to those trained under the above schemes. 

69. The_ Committee also recommend ,that pending the availability 
of such trame~ personnel of their own, Government might utilise to · 
the extent possible _such cost accounting and consultancy organizationJ 
as are already avarlable in the country for the duties to be alloued to· 
the enlarged Cost Accounts Branch. 
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STAFFING 

· 70. The Committee were informed that the Ministry of Finance 
' was manned from three sources, viz., the Central Secretariat Service, 
, the Finance and Commerce Ministries' pool cadre and the I.A.S. and 
,other Central Se1vices. With the setting up of the Internal Finance 
Wings in the various administrative Ministries the initial postings ~f 
the officers and staff were arranged by the Ministry of Finance fro~ 
-Out of its existing strength. The Secretary, Department of Expendi­
ture, stated. however. that thefuture manning of the Internal Finance 
Wings had become a problem and no decision in regard to it had yet 

,·been arrived at. 

71. In regard to Corporations and Government companies the 
' Committee were informed that the Chief Finance Officers of the 
. undertakings were being appointed by Government in consultation 
·with the Ministry of Finance,- The sources of recruitment of such 
.,officers were also limited to those who had acquired experience in 
administration or the traditional system of financial administration. 
The junior officers in the public undertakings were, however, recruited 
by the respective undertakings themselves. No arrangements had yet 
been made with regard to future postings in the public undertakings 
under the revised system of financial control. 

72. In this connection. a former Secretary of the Ministry 9f 
Finance who ga:ve evi~ence before the Committee expressed the view 
that bec~use of mcreasmg expenditure on Government companies and 
corporations as ~ell as on irrigation and power projects, the need for 
f"inance Officers m various Ministries with experience of such projects 
woul~ be g~eat. H~, therefore, suggested . t~at :1 . pool of men 
experienced m financial procedure and admm1stration as well as men 
trained in the various public undertakings including irrigation and 
power projects might be created frprn which the Central Establish­
ment Board of the Government of India might make appointments of 
financial advisers to the various Ministries. As at present there was 
no uniformity with regard to the recruitment of junior officers in tho 
various undertakings, he suggested that the recruitment to these posts 
might be made in future centrally. ' 

73. The Committee consider that it would be desirable to form _ a 
sinele cadre of the posts in the Devartment of Expenditure and the 
R1'dl!et Division of the Ministry of Finance. the Internal Finance 
Win~s of the various Minzsmes and ,the Finance Branches of _the 
various public undertakings so tfzat persons with experience of var,ous 

26 
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.undertakings mil(ht. be available jor posting in the Finance Wings of' 
rhe various administrative Ministrie.!i and the latter for posting in the-­
Finance Ministry. Such an arrangement would faciliJate uniform 
practices and procedures in regard to financial scrutiny being develop­
ed in all Minisrries and u,,~/ertakings. The Committee suggest that 
an assessment may be made of the immediate and future requirements­
of personnel for such a cadre and thereafter, a plan drawn up for· 
recruitment from existing as well as new personnel and for ~heir train­
ing. They would suggest Jhat officers taken into such a pool be piven -
practical experience of the various projects, companies and corpora­
tions with the problems of which they might be called upon to deal in 
the Finance Wings of the Administrative MinisJries and in the Finance 
Ministry. The Committee also consider that in order that the Finance · 
Officers in the Secretariat might always remain alive to the practical 
problems, it would be desirable to have regular interchange of officers 
and staff among the Ministry of Finance, the Finance Wings of the 
administrative Ministries and the Finance Branches of the various · 
-undertakings and projects. 

NEW DELHI; 

The 28th April, I 959. 
8th- Vaisakha, I 88-r-

BALVANfRA Y G. MEHTA, 
Chairman. 

Estimates Commi,/tee. -



APPENDIX I 

Statement showing the Summary of Conclusions/Racommendations of the 
Estimates Committee contained in the Report 

·st. No. Para. No. Summary of Conclusions/Rccorr:mcndation~ 

1 2 3 

I 8---g It is evid,:nt that after a policy or a scheme is Inclu-

JI 

ded in the Plan, the scope for examining the 
propri~ty or nl"'cessity of that policy or scheme would 
be limited. The Comrr.ittee con<;id'r it highly un­
satisfactory that the Ministry of Finance should 
und·rtake the finan:ial scrutiny of a schr-me after 
its inclusion in the Plan. Elemr-ntary commonsense 
indicatn1 1hat financial aspects of a scheme or projl"'ct 
should b~ thoroughly (X'1minrd prior to its consi­
d•ration by the Planning Commission so that all 
a.'>pects, among which financial a-;pect is no doubt 
importan'", are before the Commission and the approv­
ed plan, i& realistic. The Committee hav~ no doubt 
that this neglect on the part of the Finance Ministry 
has led to certain gricv-Jus erron> in the past, e g. 
the Sted Projects and the Dandakaranya Scheme were 
included in the Plar. and later in the Budg·t without 
adequate financial &crutiny. The Commitue re­
comm'nd that evr-ry pap~r prepared at the planning 
stage by an ad~ii:i:1:rative Mini<>try for approval 
either • by the Mm1ster concerned or the Planning 
Commic:~ion or the Cabinl"'t should b· accompanied 
by a note by th~ !ntl"'mal Financial Advisrr of the 
Mini~ry in regard to the financial implications of ~h­
policy or tl-.e scheme in question. The financial 
implications together with b··oad d,:tails ofthl"' sch'"m'"S 
und,..r examination should b~ mad~ availabl,,. to the 
Finan~ Ministry to enable the Minister of Finan~. 
a,; a Member C'f . the Planning C0mmission and the 
Cabin•t, to rxplam the full financial implications of a 
policy or schrme to the Commission or the Cat-inet 
b~fore approvM is given by them. 

The Committee consider that notwithstanding the 
respansihi)i+y of the Bud~t Division the ~d~ini~­
trative Ministries havt> an important rl"spons1b1hty m 
the control of Standing Charg·s and, for that pu_rp~-;e, 
th~y should conduct prop~;lY dirrcted per1od1cal 
reviews. The Ministry of Frnance should call for 
these p·riodical reviews and have them thoroughly 
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examined by its Economy Division with a view to 
explorir.g scope for eccnomy Wl"ll in advanc~ of the 
approval of the Estimate:--. The Committee also 
recommend that the result~ of such rcvi".'WS should 
b= embodied in !he annual rl"ports of th~ Ministry 
and their monetary values indicated clearly and co­
related witb the Estimates in question. 

The Committee recomml"nd that in accordance with 
the procedure laid down, continuing schemes 
should be p·riodically and systematically revirwed 
by the administrative Ministries and their Interr.al 
Financial Advisers with the a'lSis•ance of technical 
and other exp·rts and that such review~ ~ ho:.ild be 
calkd for and tak".'r, into account by the Mini~try of 
Finance during the pre-Budget scrutiny of such 
sch ·m ~s. C1S :s of ncn-compliance with this pro­
cedure by any administrative Ministry should be 
reported by the Finance Ministry ro the Cabinet for 
such actio:.1 as they co:1~id( r necessary. 

·· In regard to new 5ch~m"'s, the Committee fail to see 
what good ·it does eithl"r to the administrative Mi­
nhtry pr the Finance Mini"try to bypass the pre~crib?d 
proc:<Jure and to disprn~e with pre-Budg.:t scrutiny. 
Th•:y regard it unsatifactory that the Finance Miniftry 
should allow itself to be hustled into accrpting raw 
and ill-conceiv~d schem~s for inclusion in the Budg-t. 
Such a proc~dure ob·,rioudy rl"sults in prc~enting 
rough e~imates to Parliament which m~y eventually 
prove to be wrong eHimatl"s, laxity of control over 
the financial aspects of the schemes and eventual 
ct · lay in the execution ofth~ schem ·s. The Committee 
are of the vkw that the Finance Ministry ha." a duty 
and a responsibiJi•y to rnsure that r,o 1,cheme which 
has not been scrutir ised i" includl"d in the Budg ·t. 
In cRSe such sch~m-s mature durin~ the cour2e of a 
year and are required to be taken up urg: ntly, Supple­
mentary Demands could always be presented. 

In regard to grants-~-aid givrn to. quasi-Government 
and private ag nc1es, the Committee fed that the 
checks exercisrd at the pre-Budget stage are more 
with reference to the policy and the si7e of the grants 
rather than with reference to the actual use to which 
the gran•s have been put by the grantees and the 
bendits derived therefrom. In the. circum<:tanc~s, 
the Committee doubt. whether ther~ 1s any financial 
control, t:oth Executive and Parliamentary, over 
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the expenditure ,incurred by way of grar. ts-in-aid. 
out ot public revrnu<"s; Th"y r(commend that the 
cnnc"'.m cl administra•ive Ministry an<l its Int-rnal 
Finmcial Advi,;er should obtain annu'11ly a p:rform­
ance or achievc-m•nt report from the grantee in respect. 
of <" a :::h grant and with the ru-si c.tance of som:- 1~ading· 
nnn-cfficids intcr : sted in the object of t!-ie particular 
gran r, revie\y annually its utilisation so as to rC'gulate 
the paym nt of the grants in-aid in future. They 
also recomm· nd that a review on the utili~ation 
of the grants-in-aid sp~cifying in detail the achkve­
m•r,ts vis-a-vis the amounts fpmt should b:- included 
in the annual report of the Ministry concerned. 

The <"xtent of s:::rutiny exerci~ed in respect of contri­
butions to il'fternational bodies is even lc-ss sir ce they 
are treated as obligatory paymcn's on account or 
intemntior al ag~cem' nts. The Committee recom­
m:n_d th~t in r_q~ard to imch paymrnts also the ad­
m11:1st:at1ve 1':1-m1stry concern, d should attempt a 
pe~ncbcal revrew of the b·nefits flowing therefrom 
m its annual report. In this connection, the Commit­
tee al ;o invite attention to the fact that in U.K. all 
gran·~-in-aid anct contributions to international bodirs 
are broadly ind ;atej in Part I of th~ E!rtimat s of a 
Ministry and as such reproduced in the Appropriation 
Act· which is en1ctt"d by Parliament. Such a pro­
cedure serv s to pinpoint the extc-nt of grants given 
to n on-g,w·mm ntal bodi ·s mostcfwhich ar~ outside 
the purvi~w of the Comptroller & Auditor-G~neral. 
The Committee recommtnd that such a procedure be 
adopted in India aho. 

Now that the country-has launched a !;igantic ccor.omic 
dev lopmrnt of the country and the whole conuxt 
of budg ting has changPd, the Committee recomil'rnd 
that the pre~r nt clasi ification of estimatt"s of ex­
p· nd iture in Budg~t Papers fhould be char.ged as 
indicat ·d in para 21, 

The Committee feel that ~ince the scheme of inumal 
fin1ncial advice was put ir.to df~ct only !"ix months 
ago, it i!' y,- t too early to come to any final jud~- ~ rn~. 
They would however, like that bdore fin op!n10n 1s, 

form· d, a li··t ot the Jap:;eq rn the part cf internal 
fin<incial actvise rs is preparc-d to assess the tru:: won_h 
of that advice 'l'is-a-,iis the advice given l:y the Mi­
nistry of Fina:1ce in similar circumstanc, s .. The 
Committee alsc recomm' nd that wherever estimates. 
io w1·ong, reappropriatiom take place, dcmandS for 
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additional fund, as a result of increase in costs of 
schemes are made, Supplementary Deman~ are 
asked and lapses of funds take place, a regular post­
mortem should be held to determine the reasons which 
led to the wrong estimates and to fix responsibility 
therefor. The lessons learnt from such an exami­
nation if pooled and circulated to all Ministies would 
undoubtedly improve preparation and 10crutiny of 
estimates in future. 

The Committee understand that the Department of 
Expenditure had actually in a limited time to scrutinise 
a large number of schemes. . For this purpose, 4 
posts of Deputy Secretaries had been created in the 
Department of Expenditure for three months to 
cope with the rush for scrutiny of schemes. This 
instance indicates how regular staff can remain without 
full quantum of work for major part of the year and 
how extra staff has to be employed because of lack of 
method and co-operation between the various Mi­
nistries of Government apart from the fact that finan­
cial scrutiny conducted by the temporary officers in a 
limited time at their disposal .must be of inferior 
type. 

The Committee reiterate the suggestion made by them 
in their Rep.ort on the Ministry of Steel, Mines and 
Fuel-Hindustan Steel Limited (Thirty-Third Re­
port-Second Lok Sabha) that all negotiations 
for large agreements and contractS should 
be conducted by a Committee of technical as well as 
financial experts rather than by individuals. They 
suggest in this connection that the financial aspects 
of all big contracts and agreements should before 
their finalisation be got examined by a .team of financial 
experts instead of by a single Financial Adviser who 
is generally associated with the negotiations. The 
Committee suggest that a record should be maintained 
of the negotiations as well as examinations so conducted 
so that the attempts that were made by the negotiators 
for securing better terms would be available on re­
cord. 

The Committee further recommend that a history 
card of each major contract and agreement entered 
into so far and in future by or on behalf of the Go­
vernment be prepared indicating therein the various 
i;tepli through which rbe negotiations passed, the 
difficulties which were encountered, how they were 
overcome and. other particulars. Such a record and 
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its analysis would provide safeguards against re­
currence of the same defects while entering into 
contracts and, agreements in future. 

The Committee recognize that it is difficult to ·vay 
down any uniform standards of financial scrutinr, 
particularly when the machinery of Government. 1s 
so complex and their activities so varied and vast. 
Nevertheless they feel that a system of tr~g. of all 
financial -advisers in the methods and application of 
financial scrutiny should be devised. The Commit­
tee also recommend that there should be a common 
cadre of financial advisers who man the posts in the 
Ministry of Finance, Internal Financial Wings of 
Ministries and Finance and Accounts Departments of 
public undertakings. The officers should be liable 
to transf~ inter se so that the knowlegge and experience 
gained by them in one post may prove of use to.athem 
in similar appointments ...i elsewhere. 

The Committee recommend that Secretaries"of Adrni­
nistra~ve M_inistries may once a quarter se~d a list of 
c~es !n which de~ays have taken place or in which 
obJections were raised by officers of the Ministry of 
Finance piecemeal to the Secretary of the Depart­
ment ~f Expenditure in order to enable the latter to 
invesugate _mto the cases in a concrete manner and 
to ~ke smtable action against those who are res­
ponsible for them. 

The Committee consider that in view of theJprovision 
of Internal anq External Financial Advisers for all the 
Ministries . it should be possibl~ to decentralise the 
work r~laung _t~ t~e compilation of the Budgets of 
the various M1ru~tnes, especially since such compila­
tion after fin~c1al ~crutiny has be::n exercised would . 
be mostly cler1cal m nature and might not need a 
separate organization in another Department to do 
it. The final consolidation after exercising scrutiny 
and test ch_e~k. could with advantage be done by a small 
Budget D1v1S1on located within the Department of 
Expenditure und~r unified control so as to facilitate 
maximum co-o~du~ation in budget scrutiny, compila­
tion and consohdat1on. 
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The Committee feel that with the decentrali­
zation of budget compilation and the close scrutiny 
of expenditure proposals by the Expenditure Division, 
suggested earlier, there should be scope for consider­
able economy in the strength of the Budget Division. 

It is obvious from a reading of paras 36--42 that nei­
ther the S.R.U. nor the 0. & M. Division and Units 
have fulfilled even a part of the expectations with 
which they were started. After many years of 
working both had to be re-organised, and even then • 
it cannot be said that they have performed functions 
commensurate with the expenditu,re incurred on 
them. Rat~er, the Committee regret to note, co~­
siderable time and money have been spent on futile 
work and, as the impression goes, the 0. & M. Units 
have perhaps considerably added to the useless pro­
cedures, and overburdened the already slow system 
of Secretariat working. The Committee consider 
that the time has come for a thorough review of the 
functions and the organization of both the S.R."£!. 
and the·O. &. M. Division and the 0. & M. Cells m 
the various Ministries. The-Secretary, Departrnent of 
Expenditure, informed the Committee that the 

·present Director, 0. & M~ Division would review the 
present_ working of the Organization and offer his 
sugg~st1ons for improving it. The Cpmmittee feel 
that It would be desirable to associate with the Di­
rector, durfug his review of the 0. & M . working, 
one or two Senior Secretaries to Government who 
had experience of the 0 . & M. work in their Minis­
tries. 

T~e Committee do not consider that there is adequate 
Justification for maintaining the S.R.U. and the 
0. & M. Organisation as distinct units under two 
different Departments. Since the Cabinet Secre­
tariat has no executive functions to perform, the 
Committee recommend that the S.R. U. and the 
0. & M . Organisation, i.e., the 0. &. M. Division and 
the various 0. & . M. Units, be combined into a single 
Organisation, with a unified control under the Mi­
nistry of Finance so as to enable the combined or­
gani7.ations to effect spcedilv economy consistent 
with efficiency. - -
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IS 46 The Committee feel that the first task of the: Ministry of 
Finance should be to prune · effectively the staff at 
present employed in the S.R.U. and the 0. ~ M. 
Organisation and units (given in para 45) so as to reduce 
it to the barest minimum and to evolve a compact 
single organisation which should be a model of effi-
ciency based on considerations of maximum of 
economy. It is only then that such an .organisation 
would be in a position to inspire confidence and in-
fluenc:e decisions. The Committee also recommend 
that the work-studies carried out by it should be pub-
lished in the annual reports of the Ministries and the 
economies effected as a result thereof indicated clearly 
in such reports. This organization should endeavour 
to lay down scales of work for each job on scientific 
and business principles and the staff strengths should 
be based in the light of such conclusions and not on 
ad hoc or n'?tphazard or conjectural basis. 

19 "4-7 The Committee emphasize that the strength and quality 
of the personnel employed in the Economy Division, 
their methods and procedures of work and their 
achievements should be reviewed from time to time so 
that th7 i?St17.1;1Dent for d_evising and effecting economy 
in admm1strat1ve expenditure does not itself become a 
source of additional expenses to Government as has 
been the case in the past. ' 

20 53 The Committee depl_ore t_he halting attempts so far made 
to revie~ and s1m},lify the Rules and Regulations 
and the little pr?gress made in the matter during the 
last ten years. rh~ ne~d for an early review, simpli-
fication and recodification of all financial rules and 
those relating to service conditions so as to suit the 
changed circumstances. and the existing service condi-

j tions needs no emphasis . The Committee, therefore, 
.', hope that even now speedy action would be taken to 
complete the work. · • 

:21 5-4 As the responsibility ~itb regard to the_ formulation :1fld 
interpretation ofvanous Rul~ rests with the Establish-
ment Division, the Comuuttee suggest that that 
Division should undertake the publication of suclt 
compilations periodically. 

22 55 
Ia regard to sub-delegat ion or re-delegation of fina~cial 

powers by the adminis~tive i\1inistrics to subor~te 
authorities, the Committee regret that ~e adminis-
trative Ministries should bave taken a long tlllle to make 
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the necessary proposals and thereby caused un­
necessary delay and avoiaable expenditure in the 
execution of development programmes. They, how­
ever, hope that the administrative Ministries will not 
display any tendency to retain the financial powers with 
them and starve the subordinate authorities of their 
necessary share. The Committee consider that 
urgent action is called for so that effective decentraliza­
tion of financial and administrative powers takes place 
as early as possible. The Ministry of Finance should 
ensure that administrative Ministries do move in the 
matter as early as possible and effective action should 
be taken by them to achieve· this. 

At the same time, to prevent any abuse of power, either 
deliberate or through bona fide mistake, the Committee 
recommend that it should be the responsibility o~ the 
Finance Ministry to review the exercise of delegations 
to administrative Ministries. Similarly, it should be 
the responsibility of every administrative Ministry 
and its Internal Financial Adviser to review from time· 
to time the exercise of delegations made to its sub­
ordinate authorities. Such reviews should also be­
directed to ensure that powers given to various 
authorities are in effect excerci~ed and not shirked . 

. ~e Committee feel that the practice of relaxing the rules 
m favo1;1r o~ individuals is open to abuse and likely to 
cause dissau~faction and that it should be allowed only 
1Il rare and exceptional cases. While they hope that 
the delegations suggested earlier would minimise such 
cases, they recommend that a record of all such cases 
referred to the Establishment Division for relaxation 
of Rules and the cases in which relaxations were 
~owed with justification therefor may be maintained 
m the Department and reviewed from time to time 
so as to ensure that the relaxations are kept to the 
minimum. 

Tue statement in the Fourth Annual Reeorc of the 0. & 
M. Division that during the seven months of the year 
1957-58 the disposal of cases in the Establishment 
Division in~ mo!lth invariably fell short by over 25% 
of the receipts m that month is significant. Such 
tlelayi. should give rise to concern to the senior 
officers of the ,\-1.inistry of Finance. The Committee 

···-- -- ------- - ·--·- -
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recommend that a record of all clarifications, amend­
ments, retrospective sanctions and . time taken in dis­
posal of references in the Establishment Division 
should be maintained and reviewed periodically by the 
senior officers with a view to determining the reasons 
and taking 'suitable remedial steps including dis­
ciplinary action against persons responsible. 

The Committee feel that the presence of a large number 
of subordinate staff in the Establishment Division 
indicates that the usual routine of noting by clerks, 
Assistants, Section Officers, Under Secretaries/Deputy 
Secretaries goes on and that it would be interesting to 
know with reference to files as to the number of notes 
which are written by different categories of staff on 
the same matter in t1ie Establishment Division. The 
Committee recommend that the organization, the 
working and the procedures of work in the Establish­
m_ent D~vision shou!d be comprehensively examined 
with a ~ w to reducmg its strength drastically. 

The number of investigations of accounting systems 
conducted by the Cost Accounts Branch has been of 
tl_le ?rder of only 2 or 3 annually, which seems an in­
s1gruficant figure considering the number of public 
undertakings in the country. The Committee re­
commend that the Ministry of Finance might draw 
up a. pr<?gramme so as to complete one rounc! of 
exa~inauon of cost accounting systems of the vanous 
public undertakings in as short a period as possible. 

A suggestion has been made to the Committee that the 
officers of the Cost Accounts Branch could make a 
comparative study and compile data in respect of the 
varioµs Government undertakings with regard to 
cal?ital invest_ment per unit capacity, labour cost per 
umt production, standard qualities of raw matenals 
consumption, ;-elationship between capital cost and 
maintenance cost of plants and equipment etc. The 
Committee have no doubt that such data would be 
useful for judging the efficiency of any i ndustrial unit 
and recommend that its compilation be undertaken 
in the Cost Accounts Branch gradually. 

The Services of the Cost Accounts Branch would be 
invaluable both in analysing past contracts and agre~­
ments and at the time of negotiating agreements 1n 
future and recommend that these be included in the 
functions of the Cost Accounts Branch. 

-----------------
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The Committee feel that the Cost Accounts Branch 
would need to be reorganised after the duties suggested 
earlier are allotted to that Branch. They recommend 
that the suggestions in this regard contained in para 67 
may be examined by the Ministry of Finance quickly. 

The Committee consider the steps taken to strengthen 
the Cost Accounts Branch etc. as inadequate. The 
need for developing the Cost Accounts Branch in the 
Ministry of Finance and the cost accounts organisa­
tions in the different public undertakings cannot be 
over emphasized. They recommend that energetic 
steps be taken by Government to increase the output 
of cost accountants in the country by : 

(i) starting' more training schools like the one at 
present run by the Hindustan Steel Ltd. ; 

(ii) utilising all the available well-qualified personnel 
in the country to train students and accountants ; 

(iii) bringing foreign experts under the various aid 
sctlemes for providing coaching ; 

(av) deputing abroad i~. larger number selected 
candidates ; and 

( v) providing extensive practical training in Cost 
Accountancy to those trained under the above 
schemes. 

The Committee also recommend that pending the avail­
ability of trained personnel of their own, Government 
might utilise to the extent possible such cost accounting 
and consultancy organisations as are already available 
in the country for the duties to be allotted to the en­
larged Cost Accounts Branch. 

The Committee consider that it would be desirable to 
form a single cadre of the posts in the Department of 
Expenditure and the Budget Division of the Ministry 
of Finance, the Internal Finance Wings of the various 
Ministries and the Finance Branches of the various 
public undertakings so that persons with experience of 
various undertakings might be available for posting 
in the Finance Wings of the various administrative 
Ministries and the latter for posting in the Finance 
Ministry. Such an arrangement would facilitate 
uniform practices and procedures in regard te 
financial scrutiny being developed in all Ministries 



I 

- --------------------

2 3 

and Undertakings.· The Committee suggest that., an 
... assessment may be made of the immediate and future 

requirements of personnel for such a cadre and there­
after, a plan drawn up for recruitment, from existing as 
well as new personnel, and for their training. They 
would suggest that officers taken. into such a pool be· 
given practical experience of the various projects, 
companies and corporations with the problems of 
which they might be called upon to deal in the F~nance 
Wings of the Administrative Ministries and in the 
Finance Ministry. The Committee also consider 
that in order that the Finance Officers in the Secretariat 
might always remain alive to the practical problems, 
it would be desirable to have regular interchange of 
officers and staff among the Ministry of Fin<,1nce, the 
Finance Wings of the administrative Alinistries and 
the Finance Branches of the various undertakings and 
projects. ""-



APPENDIX II 

Analysis of Recommendations contained in the Report 

I. Classification of recommendations 

A. Recommendations fpr improving the Organization (Serial 
N:os. 12, 14, 16, 29, 30, 31, 32 and 33) . . , . 8 

B. Recommen.dations for improving the methods and pro­
cedure of work (Serial Nos. r, 2, 3, 4, 5, 6, 7, 8, ro, II, 

' ·r3, 20, 2r, 22, 23, 24, 25, 27 and 28) 19 

C. Recommendations for effecting economy (Serial Nos. 9, 
r5, 17, 18, 19 and 26) 

TOTAL 

II. Important Recommendations directed towards economy 

6 

33 

All the recommendations are directed towards improving the system of 
financial control. An analysis of the recommendations in so far as they con-
cern the Ministry of Finance is given below : · 

S. No. Number 
as per 

summary 
of 

Recom-­
mendations 

Particulars 

I 5 ScoJ,,Je, for re?uction in the strength. of the Budget 
D1v1s1on with the suggested decentralisation of Budget 
compilation. 

2 

I 
I 

3 

17-18 Amalgamation of the S.R.U. and the 0. & M. Organisa-
tion and suggestion for reduction in the staff strength 
of the amalgamated Division. 

26 Scope for reduction in the staff strength of the Establish-
ment Division. __________________________ .. , -- - -------

39 
GIPND-LS I-140 LS- 6-5-59-1600. 
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