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i> RLFATORY REi\IAIH::S 

Thi s RcpJ L'l of lhc Comptro ller and AuJ iH r Gener<.] uf l nd ia fo r l l.c year cnt'. ed 
JI March 1988 has been prepared fo r submission to the President un(~e r Article 151 of the 
C.J nstitution . 

., Tile Report includes the fo llowing rcvie\\ ~ : 

(a) Develop ment of small scale ind ust ries; 

(b) [ntegrated development of s1m-.l.l and meL iu m tc" ns; 

(c) National Highways. 

3. The cases mentioned i n this Report arc <lJ11C ng t ho~c wh ich came to nC' t ice in the 
course ,1 ftcst audi t during the year 1987 -~8 as " ell a tl.(' ~c \\hidi cu11.c l t i 1~c t i le in c::rlier 
years bu t coukl not be dealt with in preyi(IUS Rci:orts ; n:nucrs 1cla1irg 10 tl.c rerit d ~ ub::.C­
quenl to 1987-88 have also been included , wherever consicc1 e<l necessary . 

( i I ) 
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OVERVIEW 

This Audit Report for the year ended 31 M<rrch 
1988 contains 14 paragraphs including three reviews. 
The points highlighted in the Report are summarised 
below : 

I. MINISTRY OF COMMERCE 

(Department of Supply) 

The Director General, Supplies and Disposals 
(DGSD) placed, in March 1984, an order on a firm 
for supply of 71,000 sq. metres of leather chrome 
tanned to be made by September 1984. 

The firm ultimately did not make supplies of 
67,912.23 sq. mts. and the acceptance of tender was 
cancelled in November 1985 at its risk and expense. 
Risk purchase of the cancelled quantity was made in 
March 1986 from another firm at an extra cost of 
Rs. 18.55 la,khs. Pursuit of action to recover the 
extra cost from the defaulting firm was tardy and till 
November 1988, the whereabouts of the firm were 
not located. 

(Paragraph 1) 

The DGSD placed an acceptance of tender on a 
firm, in October 1984, for supply of woollen yarn 
to an ordnance clothing factory. On receipt of the 
acceptance of the tender, the firm pointed out cer­
tain discrepancies as the terms were not in accord­

ance with its offer. DGSD issued amendments to 
the accepfance of tender in January and February 
1985. The firm informed DGSD, in October 1985, 
that as there was no concluded contract, it had 
treated the matter as closed. The indentor made 
local purchases during May and November 1985 lrt 
higher rates resulting in an extra expenditure of Rs. 
9.12 lakhs. 

(Paragraph 2) 

The DGSD placed an acceptance of tender on a 
firm, in January /February 1982, for supply of indus­
trial X-rgy equipment for National Test House, Cal­
cutta. The equipment was delivered in July 1984 
and the crates were opened in January 1985. It was 
found that major components had suffered damage 
and were beyond repair. Despite the notice served 
by the DGSD, in December 1986, the firm had not 
replaced the damaged parts nor the equipment pro­
cured at a cost of Rs. 7.4 7 lakhs from abroad instal­
led. 

(Paragraph 3) 

The DGSD placed an acceptance of tender in 
March 1983 for the purcbirse of 325 numbers of jacks 
hydraulics on an un-registered and un-tried firm which 
was contrary to the recommendation of the indentor 
that procurement should be made direct from a manu­
facturer mid not from a selling agent. The firm 

S !70 C&AG/8'9-2 
(v) 

defaulted and DGSD purchased the stores from an.­
other firm in December 1986 at the risk and cost of 
Rs. 7 .. 33 lakh_s. Besides, there was a delay of three 
years m meeting the demand. The demand notice 
issued b~ the DGSD to recover the extra expenditure 
was recewed back undeliv~red and the defaulting 
firm could not be located •• 

(Paragraph 4) 

The DGSD placed an acceptance of tender on a 
~m, in August/September 1984, for supply of 
pickets M. S. long for an ordnance depot. Though 
the firm did not supply the advance sample as per 
the co~tractual terms, there was delay by DGSD in 
cancelling _the order. The cancelled quantity was 
purchased m Novemb" 1986 at an extra expenditure 
of Rs. 4.91 lakhs. Since the risk purchase was made 
after the expiry of the period of six months from the 
date of breach, the defaulting firm was liable to pay 
only general damages. The general damages were­
also not assessed and they have not been recovered 
by DGSD from the defaulting firm. 

(Paragraph 5) 

The Security Paper Mill, Hoshangabad, placed in 
January 1987, an indent on the DGSD for supply of 
100 tonnes of stabilized hydrogen peroxide conform­
ing to ISI specification, to be supplied in road tan­
k~rs, as they had built the necessary inf_rastructure, 
viz., storage tanks connected with pipe lines and 
pumps, to avoid manual handlina of the hazardous 
chemical and also to sa'Ve unne~ssary expenditure 
on packing. A registered firm offered to supply the 
material conforming to the required specification by 
road tankers. However, DGSD persuaded the inden­
tor to accept supplies in carboys offered by another 
firm at higher rate on the ground that the material 
was ISi certified and as per current instructions. ISI 
marked stores were to be purchased. The relevant 
instructions, however, provide that if ISI marked 
stores are not available, stores strictly conforming to 
ISI specifications will be purchased. As supply of 
JSI marked material in road tankers was not avail­
able, the purchase of material conforming to ISI spe­
cification in road tankers would have been in con­
formity with the accepted policy. DGSD placed an 
order, in July 1987, for supply of hydrogen peroxide 
in non-returnable carboys which resulted in an avoid­
able extra expenditure of Rs. 4.18 lakhs to the 
ind en tor. 

(Paragraph 6) 

II. MINISTRY OF INDUSTRY 

Development of small scale industries.-Expendi­
ture amounting to over Rs. 490 crores was incurred 
during the Sixth Plan and the first three years of the 
Seventh Plan against the plan outlity of Rs. 673 
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crores on central and centrally sponsored schemes for 
the development of small scale industries. There was 
substa nt ial shortfall untler the Margin Money !:>1..hemc 
for revival of sick units (93 per cent), the scheme for 
providing self-empll~;ment to educated unemployed 
youth ( 22 per cent) and the District Industries Cen­
tres Programme (28 per cent). 

Under the Scheme for providing self-employment 
to educated unemployed youth, according to the in­
formation compiled by Small Industries Development 
Organ 1sation for I 98J-84 to 1985-86, th-: loan-.. \\.~. c 
actually disbursed to only 49.3 per cent of the tar· 
geted beneficiaries. Sample surveys/evaluation in 
eight States with regard to utilisation of loans under 
the scheme reveakd that loans amounting to over 
Rs. 48 crores invmving r.Pntral subsidy of Rs. 12 
crores, had been mis-utilised/ diverted for other pur­
poses. In a large number of cases, banks had dra'.vn 
full amount of central subsidy from keserve Bank of 
India (RBI) for loan<; under the scheme which though 
sanction ed were not finallv disbursed to the b_nell­
ciaries. Excess drawr.I of subsidy by the banks on this 
account amounted to Rs. 5.57 <'rores. 

According to data compiled by RBI, percentage of 
sick units out of tota! small scale units had in­
creased from 3.2 in December 1979 to 7 .8 in 
June 1987. Margin Money Scl1eme for revival 
of sick units had a plan outlay of Rs. 20 
crores for the Sixth Plan period, against which only 
R s. 1.14 crores were released. The scheme was 
stated to be not popular as many State Governments 
had their own Margin Money Schemes with better 
norms. 

The coverage under modernisation programme 
which was implemented by Small Industries Service 
Institutes was insignificant. 

111e establishment of monitoring and evaluation 
cell for undertak-ing regular quality assessment of the 
schemes and programmes and also for monitoring 
their implementation was recommended by the- Work­
ing Group on small scale industries for the Sixth 
Plan . However, it had not been taken up for imple­
mentation even after a lapse of five years. 

(Paragraph 12) 

Ill. MINISTRY OF SURFACE TRANSPORT 

Nationill Highways.-The Roads Wing of the 
Ministry of Surface Transport is responsible for for­
mulation of policies and provision of funds for the 
development and maintenance of National Highways. 
The Roads Wing has not been able to exercise effec­
tive financial control over the execution of these works 
by State Governments. The reimbursement of ex­
penditure to the States was in excess of budgetary 
allotment; ther~ were instances of execution of works 
without approval; as also of incurring expenditure in 
excess of permissible limits. Delay in the progress of 
works financed by World Bank led to an extra liabi­
lity of Rs. 101.55 lakhs till June 1988 on account of 

(vi) 

commitment charges. The provision of funds for main­
tenance of National Highways was far below the 
prescribed norms and adversely affected the main­
tenance of National Highways. 

Faulty planning/ design, inadequate survey and in­
vestigations, delay in land acquisition and awarg of 
work, change in the scope of work during execution, 
etc. resulted in time and cost over run. 

Test check revealed cases of idle investment of 
Rs. 663.95 lakhs in six Stales and infructuous expen­
diture of Rs. 81.49 lakbs in five States. Further, in­
adequate quality control resulted in execution of sub­
standard works, rectification of which entailed an ad­
ditional expenditure of Rs. 131.12 lakhs. Of the spe­
cialized machinery for works worth Rs. 29.46 crores, 
acquired by the Roads Wing out of Central fund for 
speedy qualitative execution of works, many were 
either lying in an unserviceable condition or had been 

.. c!eclared beyond economical repairs . Amounts total­
ling Rs. 443.28 lakhs had not been recovered from 
contractors/agcnci.::, for Jo; 1-! r ericds I'h·: mcnitorir;g 
by the Centre as well as the States was not effective/ 
adequate. 

(Paragraph 13 ) 

IV. MINISTRY OF URBAN DEVELOPMENT 

Integrated development of small and medium 
towns.-The centrally sponsored scheme of Develop­
ment of small and med ium towns providing for 
central assistance on matching basis was initiated in 
D ecember 1979. The scheme was intensified in Sixth 
Five Year Plan with an outlay of Rs. 96 crores for 
developing 231 towns. These towns were intended 
to serve as growth and service centres for the rural 
hinter-land reducing the rate of migration from rural 
to urban areas. The scheme wa5 extended in the 
Seventh Five Year Plan to cover additional 102 towns 
alongwith spill over works for which plan outlav of 
only Rs. • 88.00 crorcs was made. 

Against the budget provision of R s. 137 crore<;, tlle 
central assistance released to the State Governments / 
Union Territories amounted to R s. 111 crores only. 
The State Governments provided Rs. 84 crores as 
their share. Unutilised funds with the implementing 
agencies amounted to R s. 51 crores as on 3 1st M arch 
1988. 

Test check of the records in 25 States and 4 Unton 
Territories revealed that out of 235 towns taken up 
during the Sixth Plan period, the projects in 25 towns 
in four States bad only been completed by March 
1988. There was considerable shcrtfall in achieve­
ment of benefits envisaged for economically weaker 
sections/ low income group. There was no achievement 
under low cost sanitation scheme till the end of the 
Sixth Plan. Very little progress was made under Low 
Cost Sanitation during the first three years of the 
Seventh Plan in several States. Fnnds over Rs. 350 
lakhs were diverted bf implementing agencies to 



works/purposes not included in the approved projects. 
Funds amounting to Rs. 240 lak.ns remained blocked 
due to the works remaining incomplete for a consi­
derable time in six States iUnion Territories. Assets 
over Rs. 290 lakhs remained unutilised in six Slates 
because of absence of essential facilities, bad location 
due to lack of public response t"tc. Works on which 

(vii) 

total expenditure of Rs. 145 lakhs had been incurred 
were either abandoned or were lying incomplete due 
to defective planning or paucity of funds. 

Monitoring of the scheme at the Centre and the 
5tate level was not effective. 

(Paragraph 14) 
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CHAPTER l 

MINISTRY OF COMMERCE 

(Department of Supply) 

I. Purchase of leather chrome tanned 

The Director G eneral, Supplie.s and Disposals 
(DGSD) placed in March 1984 an Acceptance of 
Tender (A/T) on firm 'A' for supply of 58,500 sq. 
metres ( increased to 71 ,000 sq. me!res on the same 
date; value : Rs. 44.22 lakhs) of leather chrome 
tanned to Ordnance Equipment Factory, Kanpu r. 
D el ivery of (0,000 'iq. metre<; was to be mad:! b\' 
June 1984 and of the balance 11 ,000 sq. metres by 
September 1984. 

The firm tendered on 30th June 1984, 4.000 sq. 
metres for inspect ion and 3,087.77 sq. met res were 
accepted on 3rd October 1984. 

A! the request o f the firm , the delivery period for 
the entire o u tstanding quan'. ity was extended up to 
31 st December 1984. 

On 18th D ecember I 984, the firm wrot e.: to the 
DGSD tha t it had already o ffe red 5,000 ~q. metr~s 
for inspection and another lot of abo ut 5,00016 ,000 
sq. metres was likely to b e offered within a few days. 
The firm also staled tha t in'ipcction o f the various 
lot<; was taking a very lo ng time ranging fro m two to 
three months, and requested for extension in delivery 
period up to 3 1st March 1985. 

On I 0th Ja nuarv 1985. the firm informed the 
T nsocctorate of G eneral Sto res. Kanpur and the 
DGSD that in respect of 5 ,000 sq . m etres tendered 
by it for inspectio n o n 29th September 1984 intima­
tion about the acceptance of , ample~ had not been 
received from the lnspectorate. Being a small scak 
1mit it could no~ afford lo block i:s capita l for an in­
definite period and that in view of this. it had no 
alternative but to withdraw the clinllan for th is quan­
titv and dispose of the mat erial in the o pen market 
for makin~ purcha. es of raw material rl-'quired to 
continue production. 

Thereafte r the DGSD. afte r cons11ltin!! the Ministrv 
of Law and Justic extended the date r) f de li very up 
to 20th Junr 1985 vide the pcrformance-c11m-exten­
sion notice dated 28th M ay 1935 . The firm did not 
make any further suoolies and ttv· A IT for the out­
standing quantity of 67,912.23 sq. metres was ca'Tl­
celled on 24th June 1985 at its ri sl\: and cxpen~c. ln 
the mea ntim e. the firm inform ed the DGSD vide its 
fe tte r elated 19 th June 1985 ( received by th e DGSD on 
25th June 1985) that it had offer~d 1.000 sq . n~etre'i 
on l 91h June J Q85 for inspection and rcqne<;ted for 
C'Xfension of delivery period by five month,;. A s such. 
the c :i ncellecl A 1T wa 1; rein 'itate(t (15th .Tulv 1985) 
with date of deliver\' ac; 15th Ser-tenibcr 1985. 

. ~n the 5 th, 11th and 16th Augu~ t 1985, the firm 
~ ·: f orn~eJ the DGS~ that. the in·spectio n authority wa·, 
111volv111g th <.: . e.on , ~,gncc 1.n the process o f inspection 
a~1~ that . the 101nt inspec!io n wa~ con trary to the pro­
v1sw n of the A T ; and ns such it would d isa llow the 
i1~ p~ct ion of sto res and fo r this br.:ach, th e r espon­
s1b1Lit y would rest with the DGSD 

The In<; pcctora te of G eneral Store\ Kanp ur intl-
1,n:tted ~h e DGSD on 27th A ugu. t 1985 that the vi ual 
;nspect1on of samples drawn from the lot of 1.000 sq. 
metres tendered by the firm for inspection was under­
taken in collabora t ion wi1h the staff o f Ordnance Eqip­
ment Factory ~nd the accepted material was stamped 
and the furn cLid not olJject to this inspection method. 
The. l 11spectora1e. whi le reproting that the final ins­
pectio n of the stores could not be carried out as the 
duly inspected and s!ampcd tores were no t avai lable 
a t th e firm 's premises. a lso stated tha t the fir m, o n one 
plea o r t!:e other, tended to delay inspec!ion or act 
111 a fashion whereby entire inspection effort was 
aborted. 

. The firm did not ~rnke fu rth er >Uj)plies. The DGSD, 
111 con. ultation with Min; t ry of Law and Justice. 
ca nce lled the A IT on 15th November 1985 at the 
risk and expense of firm 'A' treating 15th September. 
1985 a~ the d a te of breach . 

Ri sk purchase of the cancelled q uantity of 
67.9 12.23 <;q , met res of leather chrome tanned was 
made on -I-th ' 19 th March 1986 from firm 'B' a t higher 
r:llcs (to ta l va lue : Rs. 58.37 lakhs). T he firm com­
pleL<~d !he supply on 25th Mav 1987. Thi involved 
an ext ra cost of Rs. 18.55 la kh s. 

T he bank guarantee of Rs. 0.75 la kh furnished by 
firm 'A' wa <; got encashed by the D GSD. R isk pur­
cha<>e claim for Rs. 18.55 lakhs wa~ prefer red o n the 
dcfaul!ing firm ' A ' on 20th O ctober 1987. The de­
mand letter was receiv'cd back undelivered wi th the 
remarks " the firm closed', Thereafter th e DGSD 
reque\tl'd th :: Di recto r. Supplies and Dispo~als, Kanpur 
(DSD- K) ;i nd the banker~ of the firm on 10th Nov­
ember I 987 to in!i mate the whercahouts o f firm 'A'. 
The consi!;mec was also requested to state whether 
fre~b cont rac t was placed on the defa ulting firm and 
if so. to in timate its address . 

l11e DSD-K re r lied on 16th D ecember I 98 7 that 
the official deputed !o trace the firm a t its known 
address had reported tha t the premises of the finn 
were found locked and that the firm's registration 
number was wrong. The DGSD intimated the DSD-K 
in June 1988 the correct rcg;istra tion number of the 
defaulting firm as the one intimated earlie r was wrong. 



. The case revealed that in an A /T in which a quan­
t1ty of 6 (),000 sq. metres had to be supplied in about 
three mouth , the Inspectorate of General Stores. 
Kanpur took more than three months in inspecting a 
lot ~f 5,000 ~q. metres tendered by the :inn for ins­
pection. The default of fi rm 'A' ::ind consequent ri k 
pu rchase resulted in a loss of R". 17.80 Jakhs 
(Rs. 18.55 lakhs-Rs. 0.75 Jakh), r ecovery of which 
was doubtful because the firm w::is not tr::iccnble. Pur­
suit of ac tion to recover the risk purchase loss was 
tardy. It took the DGSD five monl hs to issue the 
demand not\ce to the firm and furth er about six 
months to intimate the correct registration number of 
t.hc defa ulting firm to the DSD-K; when the hter in­
foriri ed th at the registration number o riginally in ti­
mated was wi:ong. Th e .DGSD dic.I not monitor the 
performance of the fitm effeet iveiy. B esides, the sup­
pl ies had been delayed by about three years. 

Department of Supply stated, in Novetnber 1988, 
that the reasons for delay in inspection were being 
ascertained from the inspector and that efforts were 
being made to ascertain the whereabouts of the default­
ing firm so that recovery of the extra cost incurred 
in risk purchase was realised. from it. 

2. Purchnsc of ~1arn woollen 

The Director General, Supplies and Dispo als 
\ DGSD) pl aced an Acceptance of Tender ( A/ T ) on 
a fin:n in October 1984 for supply of 92,500 kgs. 
of yarn woolien at Rs. 21.90 (50,000 kgs.) and 
Rs. 22.40 (42 ,500 kgs.) per kg. to an o rdnance 
c1otbi11g factory. The total value of the contract 
was Rs. 20.4 7 lakhs excluding central sales tax. The 
supply was to be made at the rate of 15,000 kgs. 
per month and was to be completed by May 1985 
o r earlier. 

On receipt of the A / T , the firm. on 18th October 
1984, po inted out certain discrepan'cies regarding chc 
provi c;ions relating to e >.:cic;e duty. delivery period. 
arhitration. e tc.. in the A / T. as these were not i• 
accordance with its offer. The firm also stated that 
as pt;:r it s offer, the delivery period had to commence 
aft er 45 dayc; of recciot of the A / T complete in rill 
respects, which had stiJI not been' received by it. Tr , 
thcrcfore. requested for amendments in the A / T. 

The DGSD on 8th January 1985 amended the 
excise duty and arbitration clauses only. The firm 
decl ined on 2 1 c;t .Tanunry 1985 to accept the A IT 0 •1 

the ground that it was not concluded ac; the same 
was not in accordance with its offer as t'he amend­
m ent to the delivery period had not been made. The 
DGSD vide tele!!ram dated 4th Februarv 1985 
informed the fi rm thar amendment letter refixing the 
delivery period was being issued separately. 

An amendment Jetter extending the date of deli­
very up to 15th October 1985 and giving month­
wise delivery schedule a t the rate of 15,000 kgs. pC'I' 
month with commencement oeriod of 45 days was 
issued by DGSD on 7th Febrnary 1985. 

\Vh!lc reiterating tha t the A / T was unconcludr:::l 
and unacceptable · to it. the firm contended on 
28th F ebruary 1985 that the amendment letter dated 

7th F ebruary 1985 was a counter offer as it changed 
the nature of the con tract from lum1J -sum to instal­
ment and severable contra~.t. and Lhu~, had no rnean­
mg. lt, the refore, requested the DGSD to withdraw 
the A / T. 

'l he DGSD referred t'1e c, ~e to the M!11 istr:y of 
L aw and Just ice in' May t 985 Jar ad vice whether the 
A/T wa5 a concluded one and could be cancelled at 
the frk and cost of the firill and if so, to indicate 
the date of breach. The Ministry of Law and 
Justice opined in July 1985 that there was no agreed 
date of delivery and the A/T bad not been concluded 
with the firm . 

Thereafter, on 25th July 1985 the DGSD held dis­
cus;;ionc; with ihe firm to accept the A/ T . The fLrm 
mforn:ed the DGSD in Oi:tober 1985 that as th<'ce 
w~s r.o concluded con'trr.ct it had already treated the 
m:.tter ns closed. The A / T was withdrawn bv th-: 
DCSD in May 1988. 

J ri the meantime, the inJentor purchased localiy 
1,10,000 kgs. of yarn woollen at Rs. 28.94 (40,000 
kgs.) :ind Rs. 34.31 (70,000 kgs.) per kg. from three 
firm s m M~y and N?vember 1985 respectively. The 
ext ra cost mvolved 111 the local purcha~~e of 92,500 
kgs. of yam woollen computed on the basis of rates 
of the unconcluded A/ T was Rs. 9.12 lakhs. 

A s the demand for 92,500 kgs. of yarn woollen 
still existed , the inden'tor asked the DGSD in Septem­
ber 1986 a nd January 1.988 to arrange for the supply 
n f stores urgently. This quantity wa3 covered in 
~~nlcmbcr 19.§ 8 bv placement of A / T on another firm 
at R s. 26.14 per kg. 

F ailure on the part of the DGSD to issui: on A / T 
in' confonnity with the offer of the fir.:n in 1984 
resulted in an unconcluded contract, which was not 
accepted by the firm. Consequently, the indentor 
hact to resort to local purchase of stores at an extra 
cost o f Rs. 9. 12 lakhs. 

Department of Supply stated in July 1988 that the 
DG~D was not aware ~f any local purchase made by 
the mdcntor and the mdentor had been rem.inclin er 
for earlv supply of stores. The Department nls~ 
~tated that the in'dentor had telegraphicalJy intimated 
m December 1986 that the entire quantity against t'he 
c:ontract ~e cancelled without implication as thev 
had sufficient quantity of yarn in their stock and dues. 

The fact remain's that the indentor made local 
p~rchases during May and NoveJT.ber 1985, at 
higher rates. H ad appropriate action been taken by 
the "J?GSD to place a concluded A IT. tht' extra ex­
D~nd1ture amounting to R s. 9 .12 lakhs could have 
been avoided by the indentor. 

3 . W:isteful ~"-1Jenditure on prOcurement Of imfm;trial 
X-ray eqmpment 

In F~b.ruary 1981 , D epartment of Supply in the 
then. ~m1s~n· of Supply and Rehabilitation, accorded 
adm1111 ~t ra t1ve approval and financial sanction to the 
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release of foreign exchange equivalent to Rs. 7.25 
lakhs and to a further sum of Rs. 0.60 lakh to be 
paid in Indian currency to the Indian agent of the 
torcign supplier as agency commission for procure­
ment of 400 KVP industrial X-ray equipment with 
accessories from West Germany for the National Test 
House (NTH) Calcutta. The equipment was consi­
dered essential for radiographic examination of 
samples of thickness more than 2{·". Against indent 
of NTH of August 1981, the Directer General, 
Supplies and Disposals (DtGSD), New Delhi placed 
<.,1nn.:e Ac:c1 · ;1 -.cc of Tender ( A/ T) irr Janu~11, 
l Jl.{ ::' h !L1',\ Cd by A/T in February i982 in i <l'v'Ol •· 

cf the Indian firm for supply of the equipment with 
a::cessories by the foreign firm at a cost of DM. 
1.46 lakhs excluding agency commission. The equip­
ment was to be in'stalled by the Indian agent. The 
equipment with accessories, reached Calcutta port in 
January 1983. The consignment had been insured 
for a sum of Rs. 6.61 Iakhs on payment of a premium 
of R s. 0 .07 lakh. The equipment was delivered to 
NTH in' July 1984 by the clearing agents. 

Besides Rs. 6.59 lakhs towards the cost of the 
cquipm'.!nt and its handling charges, agency commis­
~ion of Rs. 0.40 lakh and freight and port charges 
of Rs. 0.41 lakh were paid by the NTH. The crates 
were opened only in J anuarv 1985, six months after 
the receipt of equipment by the NTH, in the presence 
·::>f the NTH representat ives and Indian agent when 
it was found that the stores were in wet condition 
and badly damaged. The Indian acsent had stated 
tl at major control components had suffered damage 
<:nd were beyond repairs. Meanwhile, the warranty 
period of 15 months fwm the date of despatch of 
the equipment from West German·y had expired. The 
NTH repeatedly requested the DGSD. and the Direc­
tor of Inspection fer conducting inspection of the 
equipment which 11ad not been arranged till A pril 
1988. ConsequentJy, no action to prefer insurance 
c·aim could be taken by NTH till April 1988. Despite 
notice served (Decernbrr 1986) by the D GSD, neither 
the damaged parts had been replaced nor the equip­
ment been installed by the Indian firm till April 1988. 

Thus, an equipment, considered indispc.o~ible bv the 
NTH, procured at an overall cost of Rs. 7.47 lakhs 
had been of no avail. 

The matter was reported to Ministry in May 1988 ; 
reply has not been received (M<1 rch 1989) . 

In March 1983, the Director General, Supplies and 
Disposals (D'GSD) placed an Acceptance of< Tender 
( A/T) 011 fi rm 'A' for supply of 325 jacks hydnm­
lics lifting 5,000 kgs. trolley type, n•anufactured by 
its principals, at Rs. 1, 938 eact (total cost : Rs. 6.30 
Jakhs-exclusive .Jf ~n.les tax) to an Ordnance De­
pot. Firm 'A', being an unregistered and untried unit, 
the A IT on it was placed with the approval of the 
T)c'._':lrl m nt n f Suo~ly. Even before placing tlie A'' 
on finn 'A', the Dir'ect,,r of Inspection, V~hicles 
(DIV), New Delhi. to whom a reference was made. 
had indicated in February 1983 that the procurement 
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should be made direct from a manufacturer and not 
from a selling agent. After the placement of the A!T. 
DIV protested (April 1983) as t~ why their recom­
mend a lion for placement of A JT duect on the manu­
facturer had not be~n accepted. DIV pointed out 
that the undertaking given by the manufacturer/ firm 
was not sufficient uncl further that the suppliers did 
not have facility for testing which was provided by 
manufacturers. 

The supply was to be completed within 4-5 months 
aftc;:- aporoval of the "pilot s'.lmples," i.e., by l 51:i 
November 1983 (tentatively), and the "pilot samp­
les" with two sets of manufactu.rin,g drawings were 
required to be ~ubmitted to the Controller of Inspec­
tion (Vehicles), Ahmednc...gar by 15th May 1983 for 
test and approval. 

The firm despatched two pilot samples on 13th 
May 1983 for insp:!ction but without drawings. 
T he drawings wen~ sent by the firm on 3rd August 
1983. These wer0 rcject~d and, in informing the 
firm so on 24th October 1983, it was asked to sub­
mit fresh sa.rr.plcs by 20th D ecember 1983. As fresh 
sample had not been received by the Inspcctorate up 
to June 1984, the firr.1 was called for a meeting on 
23rd June 1984 when it was agreed that fresh samp­
les would be sub;nit~ed within 45 days whk h was 
~1so c0vciPd by exten.,, ion of time. As a sequel, the 
date of submission of sample znd the deHvcry period 
were also extended up to 15th August 1984 und 30th 
November 1984 rcsp~ctively by a performance-cum­
extension notice. The firm despatched fre~h samples 
on 10th August 1984, which were received by the 
Inspectorate on 12th No\ember 1984. The firm did 
not send the oil required for testing alongwith the 
sa:l'ples which led to furth~r delay in testing. 

Since a question arose on the question of supply 
of the specified grade of -oil req~irtd for testing, 
there was furth•!r delay in the testing of the rnmpks. 

A performancc-cum-extensicm noticl." extending the 
date of< submitting the ~ample up t •) 10ih Septcmb~r 
1985 was sent t<- <he- firm on 7th August I 985. This 
notice was r~·c.:-iwd back undelivered with the re­
marks that " t11e fact,,rv remain~ closed." The case 
was referred to the Ministry 0f Law (J!1 24th Septem­
ber 1985 for advice if the ccmtra~t coulct te cancel­
led at the ri5l<: and cost of the firm. The Ministry of 
Law opined (2?..nd Odohcr 1985) that the course 
open to the D GS' O was either. to give another per­
formance-cum- -ext~n·; ion notice to th~ firm or to can­
cel the comr:.ict with 10th September 1985 as the 
date of breach. 

In the meanthie, the Inspt'cting authority rejected 
(October 1985) the samp•es. The AIT was cancelled 
c5fi 9th December 1985 at the risk and cost oP firm 
'A' treating the drt!e of breach as 10th ~eptemher 
1985. The canc~lht1on Jetter was al~o recetved back 
undelivered on 19tb December 1985. 

A copy of the tender enquiry for effecting rh·k pur­
chase was also sent (tOth J anuary 1986) to firm 'A' 
which also was received back U:1de!ivered with the 
.remarks that rhe factory hac! closed. 



, 
Risk purchase o f 325 numbers of jacks hydraulics 

was effected (7tfi/ ll th March 1986) from firm 'B' 
at R s. 4,195 per hydrau lic jack (value : R s. 13.63 
lakhs--exclus1v·; of excise duty and sales tax) ar an 
extra cost of R s. 7.13 Jakhs plus excis~ duty and sales 
tax. The supply was complct~d by firm 'B' by Dcce~­
ber I 986. R isk purchase claim for the exira expendi­
ture of R s. 7.33 laklls was preferred on firm 'A' on 
22nd September 1987. The de:T1.nnJ nolict- issued to 
the firm was r eceived back undelivered. Thereafter. 
the DGSD sought (15th January 1988) the help of 
the police au thorit ies in D elhi and Ra jasthan to locate 
the whereabouts " ! fiP:1 'A' and also the d etails of 
movable/immovable properties of its partners. Re­
sults of the police enquiry were awaited (April 1988). 
The Jette r dated 20th J an uary 1988 addressed by t!1e 
DGSD to the principa l.; of the firm was also receiv­
ed back un-deli ve<ed. 

The bank guarantee for R s. 0.13 lakh furnished 
(June 1983) bv fir:n ·A' lapsed nn 151l1 February 
1984 as timely act ion to get its val idity period ex­

!ended was n0 t take11. 

The case revealed tha t the A / T on firm 'A ' was 
placed co ntrary to the recommendation ot the DIV 
t hat procurement ~hould be made oniy from manu­
facturers and not fn u sclJing agents . The bank gua­
rantee for R s. 0.13 lakh furnished by the deraulting 
firm 'A' was a llowed to lapse as timely act ion to get 
it re-va lidated was not tak c11 . There was delay c1f thr<.>e· 
years in the d eliv1.:ry of stores which was r<.>quircd to 
be effected by 15th N ovember 1983. Recovery of the 
extra expenditure of Rs. 7 .33 Iakhs plus taxes involv­
ed in risk purc.:'1:.isc was yet (April 1938) to be m ad e 
and the where.it,')ut:; of tl1e firm wr.:rc not known. 

While accepting the facts, the D eparu:nent of Sup­
ply sta ted, in Nowmh:."r 1937, foat ~he credib i!!ty of 
the firm h ad been verified with the bankers. Ou lhe 
question of D~V's recommeP.dation that the A jT 
should be pla ... ~d only on thl.! man~1tacturers, t~·~ De­
partment stated that they wcl'.e h~nmd by their uwn 
rules and confi rn1:1r.irn had ~lso been olita ined hom 
the principals of th ~ firm that firm "A' were the.ir sole 
se lling agents. This part of the reply of the Depart­
ment has to be ' ivved in the context of DIV's 1?.ttcr 
dated 26th April '983 pr etesting against the pl:.1ce­
mc;:t of the A 'T o n firm 'A'. T his showed lack ·~• f 
concern for safeguarding the interest of the Govern­
mcn t. 

5. Purchase of pickets M.S. long 

The D irector General, Supplies and Di~porn l' 
(DGSD) placed an Acceptance -of T ender (A / T) on 
a fi rm in .A. ugust / Septcmher 1984 for the procurement 
of 25 000 oickets M .S. Io n!! fo r an o rdnance depot 
(\ ;,Ju; : Rs. 11.45 lakhs--··inclu<; i\'c of c\ci'ic d ut y 
hit exclusive of sales tax). 

The A / T inter afia stipulated that the firm should 
submi t an accepfable advance sample to the inspec t­
inrr m1thoritv a t Pune b y 15th Oct0bcr 1984 fhrou ~h· 
th~ Jn 'ipccto ra te o f Engineerin~ Equipment, for te<;t 
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· n 1j .approval before starting bulk proJuc <ion. Tbe 
:.upply was to commence a l b,OUO n um bers p.:r 
rnunth after 15 d ays from the date of ..i p.provu l ul 
1n1.: ad vance sample. The furn shou!J depnsit secu­
rity money of Rs. 0.54 Jakh (latc.: r reduced to 
Rs. U.42 Ja khJ by 15t h Octob.:r 1984. 

The firm submitted the advance sample on 10th 
October 1984 wh ich wa~ rejected by the inspecting 
authority. 

Subsequently, the dates o( submi:,siun of <:dvanc~ 
sample :-ind of security depo~it ('.:ID) were extrndcd 
by the DGSD, up to 20th February 1985 (SD and 
, ample), 30th April 1985 (S D on ly), 20tt1 ~:p em­
ber 1985 (sample only) anQ 10th M::irch 1980 (:, [) 
and sample). The firm submitted two more ad\ ar;ce 
;,amples in Februa_ry and September 1985 which ,., ~'re 
::ii ·o found to be un-acceptab!c . The a mcndr,1 ill 

l;ttcr giving exten sion up to I O.h March 1986 wa~ 
no t ack nowledged by the firm . The last two exten­
sions i.e., up to 20th September 1985 and 10th M arch 
i n o, were given since the M inist ry of L aw and 
J ustice had opined (June, July 1985 and Fehrua 1 y 
1986) that the A jT w:is kepr a live as the te~t results 
of the advance samples had not been communicated 
to the firm, and that a preformance-cum -cxtensic'IJ1 
nlllice was a Jegial n ecessity before can:-el lin!? l hc 
A /T . There was, thus, d elay in canc.elling the - A /T. 
The firm neither submitted further advance sampl ~s 
nc~ deposited the requisite securi ty moncv. There­
afte r, the DGSD, in consultat ion with th-e l\1 ini ~ 1 rv 
of Law and Jus tice. cancelled the A/T in May 1986 
at the risk and cost o f the li rm treat in g 20th Snr•­
tember 1985, as the da te of breach , and in formim: 
the firm that it wou ld he liable to pay the extra 
c\ pendi ture- in risk purchase or the general dam~!?M 
in lieu thereof. B y this time, the prescribed period 
o f six months from the date of b reach for makin!? a 
Yalid risk purchase had alr;:ady expired. .. 

The cancelled quantity of 25,000 pickets M'.S. 
!ong was purchased in November 1986 from ano ih cr 
firm for Rs. 16.81 Jakhs (inclmive of excise duty 
:ind sales tax) at an extra cxoend itur·~ of Rs. 4.91 
lnkhs . · 

Since the risk purchase was m ade after the exn iry 
of the period of six mo nths from the date of bre; ch. 
the defaulting finn was liable to pay rmlv gcncrnl 
d'1mages. I irorder to asce rta in market rate on or 
nrnund the da te of breach for nc;c;c"c;in•r the nencrol 
clam~ges. the DGSD issued t rade enouiries in Janu~ rv 
a.:d July 19R7. but thece were d e ficient to the extent 
fh at the market rates were enqu ired :! '> on Cir ~1~nllnri 
"'8t h Februarv 1985 instead of on or aro11:1d 20'h 
Se!Jlt>mber 1985. the actual date nf hrc::ich. 

The cnc:c revealed that the r isk purchase wa<; no' 
n1adc within the prescdbed period of 'iix month c; r.f 

the d ate o f breach . Con sequently. th e d efaulting 
0rin became liable to pay gene ral d n1n;;ir:c c; 0nh· 
in~ tead of the extra exoendifllre of R e;. 4. Cl I l!'Jkh -; 
incurred in the re-purci1ac:c. General d am n.rrec: linvc. 
however, not been assci;c;ed ! recovered a c; the market 
rate of stores on o r abo ut the da te of '1 rc:ich wa ' 
yet to be establi '>h ed (Auguc;t 19-88). 



Department of Supply stated, in August 1988, 
: ii .it the error in the date in the trade enquiries v.as 
t.luc to typograpnical; clerical error and a lrcsh cir· 
'ld:i r was being issued to the t~adc to ascer tain the 
m~1 rket rate on or around lh(; correct date of breach 
:·iz., 20u1 s~ple;11ber 19~5 to assess the gener;.i l 
tl:1 mages recoverable from th~ defaulting firm. 

6. Pmchas~ of :;tabil:sed hydrogen peroxide 

In an o~rational indent of January 1987, the Secu­
ri1.y l'.ipcr Mill, Hoshangabad, requested the Di1,·c­

tor General, Supplies and Disposals (DG SD) to pro· 
cure 100 tonnes of '~tabilized hydrogen peroxide 50 
per cent WIW coniormi1:g to JS : :l.080 · 1980 Gradel 
~.p<.:clli.:at\.>n, to be despa<ched by aiuminium read 
tankers, duly equipped wi•h nc~cssary equipment for 

decanting'' in its storage tanks adding that as it did 
uot have facility for weighm ent, the total weight . of 
the cons ignment woul.Q be ctt'termined by converti ng 
the \Ol ume into weight (on the bJsi:> of 
Ilic spedic gravity of the r<iaterial to be ind'.cated on 
the inf-pection notes) after the nmterial had been 
:.ra1~~fcrrcd into its storage t:.:nb which had cal ibra­
tions iu litres. 

A i1 bough the inspection wing gave clear.ancc for 
Jloating t ne Tender 1:.nquiry 0 / 1:.) according to t11e 
requ;rements of the indente r, the DGSD addrcs5cd 

the indenter telegraphically in February 1987 to con­
h~m wliether packing in ·.::arboy3 wuuld be accef1ia­
bk . 1n reply, the indenter insisted on s upply ir. rc1ud 
tankers stat ing that it had sto ring facility erected spe­
cial!'r f H this purpose and a lso that supplies bv ro:id 
tuokers would be econoruical. 

Aller the DGSD i~sucd the T / E in March l987 
wii11 the date of opening as 3 1 s; M arch l 987, a5 per 
n.:qu.;cments of the indent , fi rm 'C' approached tl~e 

DGSD on 2 l ~t March 1987 for permitting alternate 
pa:.:king in carboys on the plea that the com,;gnce d id 
nut :rnv;! weighing scale f•.:r tankers and was 110 1 un­
\1 d lin~ to accept supplies in carboys. Tbe DGSD 
;:dd1 c. ::-~ ·ct the in den tor tclegr::i i;:1i" d tv on _:::6t h ;"\'la1 c!1 
i 9i:l? t0 c,ffor comments. Jn rq;ly, th~ 1nden tor <t:·· 
ireratd tha t it preferred the ir."tcria l by road lanker-. 

as it ha'd provided storage tanks direct]y connected 
with pipe lines and pumps adding tha t if th e demand 
could no t be met by road tankers it would accept 
supplic' in carboys . The T / E was acco~·d ingly 
amended on 20th Ap ril 1987 prov.iding for ~upply in 
carboys al5o indi ~ating that supply i11 road tankers 
would be preferred a nd if the demancl could not be 
met by supply in road tankers, purchaser might accept 
lilt supplles in carboys. 

Tn rc>ponsc lo the T / E . four q uota tions were 
received , o f which C'n ly two were considered by the 
DGSD. Of the two acceptable offer;:. firm 'N' offered 
·Ta tcrial conforming to ISl specification at R s. 24.07 
per kg. in ro:id tankrrs and a t R s. 25.94 ric::r kg. in 
carboy packing. The next o ffer wa:; from firm 'C' for 
ISI certified material either in returnabk car~ovs at 
R s. 26.33 per kg. ( p '.us 4 per cent sales tax and. rent 
a t R s. 4 per w;::ck per carbo-f for the first two weeks 
and R s. 6 per week per carboy thereafter if the car­
boys were not returned in good _co~d i tion within J 5 
days) or in non-re turnable carboys at R s. 28.33 per 
kg. (plus 4 per cent sales tax). 
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The offer of firm 'N' was ignored by the DGSD on 
the plea that 'ns per current instructions the stores 
are to be purchased duly ISI marked". No credence 
was paid to (i) the capacity. report of the firm which 
was favourable; (i1~ the inspectiJ1,g uffi~er had certi­
fied that the sample of :.n aterial manufactur~d by the 
firm was tested and test resu lts were satisfactory; (iii) 
the firm 's rates were lower; and (iv) the firm had 
ofler~d the material in road iankers. The DGSD placed 
Acccpwncc of T ender (A/ T) on fi rm 'C' in July 
1987 providing for supply of material in new 50/65 
Jq::s. ne t c:;pacity of non-re turnable / returnable poly­
thene carboys (value : R s. 28.25 Jakhs/ Rs. 26 . :~ , 
lakhs ) leavi!!g the option to the indenter/ consignee 
either to reta in the carboys or to return these. 
Supplies were to be completed by 30th April 1988. 

On receipt of the A / T , the indenter drew att.;:n · 
lio n to its earlier telegram of 1st April 1987 and 
reiterated that it preferred obtaining the chemical by 
road tankers hecau!;e it had provided complete faci­
lity for storage and d istribution to avoid manual 
handling of the hazardous chemical and there was 
w;dc variation (i.e., R s. 2 ,000 per tonne) in supplyi nr 
the material in retu rnable and non-returnahle carboys. 
·n 1is was followed by a telegram of 13th August 
1987 stating that as the payment of R s. 2,000 per 
tonne for non··r eturnabl'! carb0ys as well as rental 
for returnable carboys were not acceptable, the 
DGSD may decide whether to negotiate with the firm 
or to go in fro r a f;.esh tender enquiry. After protrac­
ted correspondenc~ between the DGSD and the 
indento r-wherein the indenter showed r eluctance 
either to acc-=pt m aterial in non- return able carboys 
or to pay rent for r eturnable carboys and the 
DGSD persuading it to accept the m ater ial 
in non-returnable carboys- ·-th e DGSD amcnd­
c:d the A / T in J anuary 1988 to provide ft11• 

<:upply of material in new 50/ 65 kgs. net capacity 
non returnable qirboys ( valu·.! : R s. 28.25 lakhs) . The 
delivery period wa~ e;.:t ended in March 1988 llP to 
31st December 1988 and packing clause was amend· 
ed furth er in Augu;;t 1988 providing for smaJler 
packing of 30 l:gs carboy;; as a special case for 2 -3 
nirnths 0nly. Out of the.., contractcd quantity o f 100 
to nnes, firm 'C supplied only 8.25 tonnes by Septem­
ber 1988. 

Thus, the indentor wanted the mater:al c<Jnform­
ing to ISI specification in road tankers as he _fiad 
specifically built the infrastructure of tank connected 
with pipe lines and pumps to avoid manual handling l : 

the ha:lardous chemical a;id to save unnecessary 
expenditure o n packing. Supply of material in road 
tankers duly ISl marbd was not available, and. as 
such purchase o f stores conforming to JSl spt'ci!ica­
t ion would have been in cor:formitv with general 
(\"u idelines for purchase. H owever, the DGSD r~­
peatedly addre~·;ecl the indcnto r with a view to per­
suad ing it to a•:c~p t s upplies in non-returnable car­
bnvs an ct fi nally placed the A I T for st:pply in nr. .1 
r:::t.urnabic carboys without regard to the indenter'~ 
in terest and cortstrain ts r<?s~;:ting in avoiJablc extra 
expenditure of F :ir. 4. l 3 l'ikh.;. 

Department of Supply stated. in November 1988. 
th:i t the i nJcn~0r did not have tht'. weighing facility 



for weighment of road tankers and the competent 
Tender Purchai.e Committee ignored the 0ffcr of firm 
'N' on the ground that they were not holding ISI 
l icence and their registration was granted only on 
16th June 1987, ;.e., after the dat·~ of tender open­
ing. 

The fact, however, remains that the indentor ho 
indicated specific method of weighment in the absence 
of arrangement for weighment of road tankers which 
was incorporat;!d in the tender enquiry. As regards 
registration granted after the tender opening, the 
capacity report of the firm which was required to be 
obtained in the case of unregistered fam was obtain­
ed and the materhl w.1s found to bt' confor.ntin2 
to ISI specification. -

7. Fm·cba·;·~ oi p!c~et; M.§. short 

To cover a !)art of the h:dent of nn Ordnance 
Depot, an Acceptaac~ oft Tender (A:T) was placed 
by the Director Ge.1cral, Supplies and D!s~·o~uh 
(DGSD) on firm 'R' in January1Fci::ruary 1984 for 
the procurement of 16,800 ~::iumbers of pickets M.S. 
short at Rs. 34.'35 ea~h (totd cost : Rs. 5.82 lakf,s) 
mclusive of excise duty but e:r.clusi\'e of sales tax. 
The inspecting authority, viz., the Controller of i 
pection, Eng'.neerin~ Equ.µmc:J.t, Pune Jic:u recom­
mended the firm for plJc >illent of a trial order. 

The A !T, inter alia, stipulated the .;ubmission of 
an advance sample to the impccting aufr,ority by the 
firm by 15th February 1984 thr0ugh the Inspectorate 
of Engineering Equ ipment, Nonh Z one, :New Delhi, 
for test and approv:il before starting hui~ production, 
and supply of ~tor~s within one mor,th after approval 
of the advance sample. 

The sample submitted (13th February 1984 ) by 
firm 'R' wac; cle'1rcd bv the inspec ing authcri'y 1" 

its letter of 10th April 1984 to the DGSD, for bulk 
manufacture, though subject to certain rectifica-
tions. n 

The test results were communicated t o the firm by 
the DGSD after a time.la~ of nearly :: months by an 
amendment lcaer dated l0tl1 July 1984 which, nuc 
alia, stipulated "supply to be completed by 14th 
August or earlier subject to the DGSD F.M. clause." 

The firm in its letter of 4th September 1984 
addressed to !he D'GS.D pointed c:ut that : 

the finalisation of the order was delayed ay 
which time availability of the required rmv 
material bec"lm.! scarce in the market; 

due to incr.ea.;e in prices of raw material 
from June 1934, th~ quotrd rates had 
become unworka ble; 

there was delay of 3 months on the part 
of the Department ir: fhe matter of convey­
ing the sam;>b report an-I tJ-:is had been 
done onl:; afrer the price increase had 
come !nto being. 

In the circumstances, the firm lrnd rcyu~sted for the 
issue of an cssenti.ality certificate on Stc:e1 Authority 
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of India Lin~ik<i (SAIL) for the release of the re­
quired quanti ty of raw mah:rial ·at controlled rates 
and also for an m~rca:~e in price of! stores ba~cd on 
the difference <Jf raw material cost. 1-

The request of the firm. was not agreed to by the 
DGSD being not in a;;..:ordam::e with the conditions 
stipulated in the A/T. The A IT was cancelled, in 
consultation with Ministr:1 of L aw, at the risk and 
cost of firm 'R' <m 28th Novcmbei.· 1984, taking 
14th August 1984 as the date of breach. 

L ater, in respo::ise tC' cui advertised risk purchase 
tender enquiry wit'.1 the dntc of op,:ning ot tenders 
a .:; 17th January 1985, 23 ~cndcrers, includin~ the 
defaulting firm 'R' quoted. The offers range<l 
fr0m Rs. 34.40 to Rs. 65 each. Firm 'R', 
however, quoted the cancelled A/T rate of 
Rs. 34.65 each Lut dc5iJ:e.d i-;st•e 1J f a valid c~sen­
ti : hy certif:.ca.c <inJ agiccd to furnish :1 ~ecu ~1 · y 
rl C,XlS · _ •O the extent O[ 10 per cent in t '1i; form '-
bank guarantcz. Th~ faff, indicated that the quot.a- ~ 
tion had been ~cnt in protest, nnd requested for the 
reinstatement of Lhe original A jT. Firm ':K' did not 
respond to th~ DGSO's reqt?est tc furnish the secu-
rity deposit ancJ to withdraw the conciti"n of e!·scn­
tiality certificak. The offer was, therefore, ignored. 
Lower offers '>f sae'l other firms, all of whom were 
t!n•·cp.:istcrcd/ untried, and hence, not eligible i'ur 
consideration again:>t risk purc!1ase tender e:nquiry, 
were also ignored. 

T he cancelled quantitv of 16,800 numbers was 
purchased (lflth Ma'CchJ20th April 1985) by the 
DGSD ficm firm 'S' at Rs . 49 .60 per n ut!1ber (va:uc : 

Rs. 8.33 lakhs) exclusive of sal~s tax at ·an extra 
expenditure of R s. 2.51 lakhs .. 

Since the risk purchase wa:; not madl! within th~ 
prescribed period of s!x months from the date of 
breach and als;l lowe; offers of unregisterc:d and un­
tried firms had to be ignored, the dcfau !ting firm 'R' 
was liable to pay 0·1ly the general damages instead 
of the entire extra expenditure of Rs. 2.51 lakhs. 
Not only was t'!Xtra expendii Ltrc in the rep~lfchase in­
curred, there W'15 also dcla; of :ibo:.it 11 months in 
the supply of ~tores. 

Gcne«:i! C:n:nages have, however, not been as:;c·:ed ' 
recovered (December 1987) as the market rate of 
:;tores on or around the dat~ of breach was vi;f' to be 
established. Action for rec0very of grneral ·damages 
had not been initiat~d by t'.1e DGSD till J1me 1987 
despite the omission having bt:cn poi:'llt:d out by 
Audit in April 1985. 

T he Depar tmP.nt of Supply stated (December 1987} 
that the delay of atout tnr;!t: 1:110nths ill ..:0:11mnnicat­
ina the test re:;ults to the defauJing firm was mainly 
du

0

e to the proc~d11r.:il tangle and tht'· responsibility 
rested with the insp.!cci()n authority and not with t~ie 
DGSD. This view was, however, not supported by the 
Co-ordination Directorate of the D GSD which, while 
quoting their office order of August 197 /, st~te~ 
that in such cases thP, results of. test were to be mti­
mated by the {''..lrcha~e officer and not by the !nsreci­
ing authority. 
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The fact, how·~ver, remains that the procedural 
tang!« resulted in an e::tra expenditure of Rs. 2.51 
Jakhs and DGSD was yet to re.cover the grneral 
damages from the defaulting firm lDeccmber 1987). 

~ . ilurcbssc of sted trunks 

In February 19a4 the D irector of Supplies and 
Disposals, Kanpur (DSD-K) placed an Acceptance 
of Tender (A /T ) on firm 'K' for supply of 3,750 · 
s.ec] trunks at Rs. 79.90 each less 1/ 2 per CCil[ c i: . 
count (value : Rs. 2. Q8 lakhs-exclus!ve of sak.> tax) 
to the Border Security Force by May 1 %4 or 
eariler. '· 1 ~ . 6 

As no supplies wer~ made by the firm, the DSIJ-K, 
in consultation with tl1e Ministry of Law, cancelled 
the A IT in September 1_984 at the risk aud cost of 
firm 'K' treating 31st May 1984 as the date of 
breach. 

Risk purchase A IT for: the cancelkd quantity was 
placed on the ' 2m.: defaulting firm 'K' in Noveniber 
1984 at Rs. 79 .90 per trunk after taking the rc.(J_ui­
sHc 10 per ccnt secu1iLy deposit , with the stipu.atc i 
delivery by ALigust 1985. The firm still d id not 
make any supplies and the A iT was cancelled in 
November 1985 at its risk and cost t reating J 1st 
August 1985 as the date of brea'ch. 

Against the tender enq uiry issued in November 
1985 for the procurement of the cancelled quan­
tity, the tender of firm 'KG' (registered with Na­
tional Small Industries Corporation Ltd.), being 
the lowest, w~s accepted and an A IT was placed 
on i t in February 1986 for supply of 3,750 steel 
trunks at Rs. 79.50 each (inclusive of sales tax) 
(value Rs. 2.98 Jakhs) by May 1986 . A cceptance 
of tender of firm 'KG', a sister concern o[ the 
dcfaultin~ firm "K', was not in accordance wi th the 
Jcp:.i rtmcntal instructions, which provid.; tha t in 
risk ~urchasc cases the lower offers of bcnami l 
aliied j~ister concerns of the defa ulting firm shoulJ 
not be considered. The certificate ~ubrnittcd by 
firm 'KG' in December 1985, stating that it was not 
cl ben::imi co~1c~rn of firm 'K was accepted by the 
PSD-K even though the tender\; submitted earlier 
in :November J 98.+ on behalf of firm 'K' and lu.~cr 
b_y firm 'KG' were signed by the same person a1•·: 
the telephone numb<!r of both the fi rms was t'.;!. 
sLirne; a!1d, thus both the firms were sister concer:13. 

Since firm 'KG' neither acknowledged the re­
ceipt of die A/ T uor furnished the requisite secu­
rity deposit of Rs. 2,406 due on 3rd March 1986 
the DSD-K, after consulting th•! Ministry of law 
and J ustice, cancelled the A/Tin April 1986 at 
the risk and cost of firm 'KG' with date of breach 
as 3rd Ma-rch 1986. 

The risk purchase of th e cancelled quantity of 
3.750 ~tee ! t runks was niade m August jScptember 
l 986 [ ron1 three firms-']' (2000 nos), 'S' (l ,COQ 
nos) and 'P' (750 r:os) at Rs. 139, Rs. 140.70 and 
Rs. 141 respectively per steel trunk (total \·altt:: 
Rs. :'i.24 lakhs-exclu,,i\·e of SJles tax) . 
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The supplies against the three AslT were ~ 
1,i.: cd bc~ween April and October 1987. This 

involved an extra expenditure of Rs. 2.48 lakhs, 
be~i jc,; d.:by of more than three years in supplies. 

The provisional risk purchase claim for Rs. 2.43 
lakn:; was preferred on the d ::faultin<> fi rm 'KG' on 
2_0th Fe~ruary 198? which_ y.ias 110t acknowledged. 
1·ormal a e1,1:..!!td noucc wus 1sSi1cd to the fir:n on 4th 
October 1988. Recovery of the mnou.n t claimed has 
not been cffccii!d s~) fa r l March J 989) . 

The DSD-K wrote to the National Small Indus­
tries Corporation Ud. (NSIC) Kanpur in Septem­
ber 1987 that both the firms, 'K' and 'KG'. had 
i!ltenuonally m'3led the department and that · their 
names should be removed from the NSIC regis­
! rn( ion list. 

The case revealed tha.t the DSD-K did not 
~- erci. e adequ, tc s::i ut~ny of the tenders before 
pt~cing the A IT on firm 'KG", acceptance of whose 
offer was con~rary to the departmen t:~ ! ins~ructions. 
Since the A IT did not materialise, an extra expen­
d~'. ure of Rs. 2.48 lakhs on r>!purchase of stores 
had been incurr;d . Though the supplies against the 
risk purchase A slT were completed by 9th October 
1987, the final demand notice for recovery of the 
r;sk purch:"tse loss had been issued to :he de'.'au1tJl1'T 
firm 'K G' on 4th Octob~r J. 988 and the recovery ha(( 
n~1t been effected so far (March 1989) . 

Department o( Suyj)ly s:ated in M arch 1989 that i[ 
fi rm ' l( G' failed to respond to the demand not ice the 
case would be examined for reference to arbitration. 

9. Ictfo.g of equipment nnd w~stdu! c;;."Pendi~m e 

The Director General, Supplies and Disposals 
(DGSD) purchased a crane a t a cost of R s. 6.05 
lakh3 in April 1978 for departmental handlino of 
heavy consignments in their depot at Re~1ouut 
Road, Calcuit:l. Till Scµt0mbcr 1978, when the 
crane driver retired from servic~, the crane "as 
OjJera1-cd for only 34. hours. ln the absence of its 
ri:gu1ar driver, U1cr,;after, the crane \Vas operated 
by the meclrnn~c for another 122 hours up to 
fanu::iry 198 1. fh~ cr:me went o:it of order ia 
January 1981. In October 1982, the crane was 
' cnt for repairs and it was recci\'ed back in the 
ck;iot in Novemb-:r 1983 duly repaired at a cost 
c f Rs. 0.37 lakh. The crane, however. remained 
idle for want of a driver till March 1987. Jn Aoril 
1937, a new d river was appointed but the crane 
was reported to be out of ord:~r since then :rnd 
ac1- ion tn get it repaired was sta icd .to be under 
y; ~:.y . . The crane had, thus, been under repair /lying 
idle smce January 1981. 

Exoenditure of Rs. 1.91 lakhs w :i1 incurred 
towards pay and allowances of one mechnnic nnd 
two sling;n~n recruited for operation and main­
tenance of the crane between January 1981 to 
June 1988 when the crane remained idle or t: :idc:· 
repairs. 

In the absence of availability of the c~epnr~­
r,1enlal crane, the loading and unloading of stores 



at the d epot was being done by the clearing agents, 
who were appointed for the entire shipping clear-
ance work. · 

·1 h...: c:1 -,c re\ c:alcd the l;Jd::<1Jai~ica l mann..:r in 
which the operat ion, up -k.eep and repui r of the 
c ;·..;nc W~h handh.:d resulting in (i) idling of crane 
co ;ting Rs. 6 .05 lakhs for over seven years, (i i) 
infructuous expenditure of R s. 1.91 lakhs on pay 
and allowances of the mechanic and the slingmcn 
dur ing January 198 1 to June 1988, (ii i) avoi dable 
'-'Xp.:nditurc on ioadi!l!! and unloading of stores a 
the depot done by the clearing agents. 

The D epartment of Supp; y !.lated (November 
1988 ) that the services of the. mechanic had been 
uiiliscd f0r handling handable cargo; the sl ingmcn 
were being utilised as mazdoors; and from J anuary 
l988 ti.le clearance of imported cargo has started 
dcpai;1mcntally. 

The con\:-ntion of the D cpartm..:nt r egarding .the 
utiiisation of the ser vices of the mechanic and the 
slingmcn is no t tenable as they were not employee! 
on the specific jobs for which thev had bt:cn re­
cruited . 

The expcndir.urc on crane an9 the operating 
staff, thus remained largely unproductive. Th e 
D epot should ensure that the crane is put in'lo 
operation so that the purpose for which it was 
procured i achieved. 

10. Purchase of button turn deep n eck 

The Di rccto ra.!.e of Supplies and Disposals, 
Kanpur (DSD-K) placed au Acceptance of Tender 
(A jT) in February l 984 on a firm for supply lo 
Ordnance Eq uipment Factory, Kanpur of 2 ,25,000 
<.,Cl <; of bu tto•1 turn deep neck at Rs. 69.50 per 
100 sets (value : Rs. 1.56 lakhs-exclusive of 
~aie;; 1 ax). D~livery of 1.00,000 sets was to be 
made by April 1984 , and of the balance 1,25,000 
sets by Seotcmbcr 1984 or earl ie r. The delivery 
period was - extended thrice, tl1e last extension 
being up to 10th June 1985. 

The firm offered the er.tire quantity of stores for 
inspection on 10th June 1985. As the stores were 
offered on the last date of delivery p eriod the ins­
pecting authority issued on the .;amc clay ' fog end 
notice' to the firm . On 27th June 1985, the inspec­
ting authority wrote w the indentor and under 
mitimation to DSD-K, that no stores were 
physicallv made available by the fi rm for inspec­
t ion, and accordingly a rcjectio;:i note was issued 
on 18th June 1985. It wils alsn indicated 1hat on 
two ea'rlier occasions, the firm had tendered stores 
fer im1Jcct ion but these were no t physically ma(?c 
available . T he copy of the. rejection note W:!S sent 
to the DSD-K on 10th September 1985. 

After obtaining the advice of the Min istry of 
Law and Justice, DSD-K, cancelled the A / T in 
November 1985 at the risk :md cost of the firm 
treating 10th June 1985, as the date of breach. 
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For m aking a \'a lid risk purchase of the cancel­
led qua~tity within the prescribed period of six 
months from the date of breach, the DSD-K issued 
a limited tender enquiry on 19th November 1985 
with. the date of opening of tenders as 3rd D ecem­
ber 1985. The tender ~nquiry was issued to some 
of lhc unregistered and untried fi rms CJlso, though 
the depart mental instruc~ions provide th at in r isk 
purchase cases, the otfers received from unregis­
tered and uut ricd firms bave to be ignored thereby 
frustrating a valid risk purchase. 

1n response, offers from eight firms, including 
those of unregistered I.untried fi~ms, were received. 
After ignoring the Jow~r oliers of unregistred !un­
tried firms, risk purchase of the cancelled quan tity of 
2,25,000 sets was made in F~bruary 1986 involv­
i.ng a n extra expenditure of R s. 1.38 lakhs . 

The case revealed that a limited .tender enquiry 
wa~ is.;ucc.l, iritcr alia, 10 the unregistered and un­
tried firms thereby frustrating the chances of a 
valid risk purchase. Tbc ri.sk purchase was made 
after the prescribed per iod of six months from the 
date of breach . Consequently, the defaulting firm 
became liable to pay only general darr.ages instead 
of the entire ext ra expenditure of R s. 1.38 lak.hs. 
General damages h ave, t_owever, not been a'ssessedl 
recovered as the market rate or stores on or about 
the date of breach was yet to be established (Dec­
ember 1988). 

D epartment of Supply stated, in December 1988 , 
that to ascertain market rate OL. or about the 
date of breach, i.e., 10th June 1985 a rate enquiry 
was issued on 15th July 1987, to which there was 
no response. Another market rat<: enquiry \Vas 
issued on 14th October 1988 and basec on the 
response to jt further action to cla'im general 
damages would be taken. 

I I. Pu·:d1J:.c of compressors reciprocating 

1 he Director General, Supplies and D isposais 
(DGSD) placed in June 1984, an Acceptm1ce of 
Tender (AjT) on fi r m 'A ', an unrcgistcred ;untried 
firm, for l 2 compressors recip roc::i ting power d r iven 
trnilor mounted (value : R s. 10.73 lakhs-cxclu­
sivc of excise du ty anJ Central !.ales tax) for rnpply 
to the (Director of Ordnance Services, New Delhi, 
by 31st October 1984 contrary tci the recom-
1::L nda lions ot: the Defence ln!> pectoratc 10 place a 
trial order for 8 to 10 nos. with supply of 2 com­
pr~sso rs C\'ery month. 

The firm was required to pay security deposit of 
Rs. 0 .54 la.kb by 20th July 1984 and to submit a 
proto-1ypc sample within one month of .the r:!ceipt 
of ortkr. T he Jinn d id not deposit the security or 
submit the ~amp le by the stipulated da,' cs. In res­
ponse to the request made by the firm , ,~he DGSD 
extended ( 28th August 1984) the dated of sub­
mis ion of the 5ecmity deposit and sample to 15th 
and 30 th Scptembe1' 1984 r1:spcct ivcly. 

T hr firm informed the DGSD \elcgraphieally on 
17th September f984 that the bank guarantee for 
sccnrily deposit was under issued by its banker,, 
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:!m; \\Ouk! be submitted by 22nd September 1984. 
The guarantee was, however, not received. 111;! 

inspecting authority informed the D GSD on 29.th 
October 1984 that the firm with its letter d,neJ 
2Slt: Scpiember 1984 had offered for inspect ion 
one number ·bare engine' instead of the complete 
::,c1 of compres.;0r and engine trailor mounted, but 
since the date for submission of the advance sam­
ple had al ready eJ..ipired on 30th September 1984, 
the inspection of the engine could not be under­
taken till further confi rmation . The DGSD wi.hou: 
any rcqu.:st from the firm extended (19th Decem­
b;,· i 984) the date of submi, sion or sample and 
~ ccu1 i.y deposi: up to 20th January 1985 and of 
the delivery periud 11p to 3\;t March l 985 on the 
ground that the 'price trend' of the :~tores was hig­
h.:r and 1hc ti rm had subm itted the sample. T ne 
firm neither :.icknowledged the letter nor com­
munica•:ed the acceptance within ten days of .~he 
receiut of amendmo;:nt lett er. The DGSD did not 
revie\v t:1e case for 5 months and cancelled the 
.'\ /1 at the risk ai:d cost of firm 'A' in consultation 
with the tviinis! rv of Law on 5.h July 1985, treat­
inQ J 5th September 1984, which was the l a~t mut· 
ually agreed date for ;ubmission of 1:hc security 
deposit, as the date of breach. 

The purchaoe wa<> subsequently mad ~ in Feb-
ruary!March 19% from fi rm 'B ' (value 
Rs. 13. 19 lakhs inclus!Ye of excise duty, but ex­
clusive o[ Central m ies tax ) at an extra cost o~ 
Rs. i .22 lakhs . Bv the!l, however, the period for 
mak ing a valid risk purchase·, i.e., six months, from 
the date of breach had expir'!d. Consequently, the 
defaulting firm was liable to p~y only general 
damages instead of the extra expenditure of 
R~ . I .22 lak hs incurred on repurchase. 

The DGSD could not establish the market rate on 
0r around the date of breach so as to- · asse~s the 
quan tum of general damage~. AQ'.er consu1'1ing the 
f\finistry of Law :.ind ad hoc claim of Rs. 0.94 lakh 
a <; ccncral damages at 7} per cent of the A/ T 
valu-;; was, however, preferred on the ddanlting 
:; i .i l ·_,\ ' on i2ih J une 1986 . Firm 'A' wa<> remin· 
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J-:d to deposit this amount on 17th February 1987 
anLl 8th May 1987. Simultaneously, the Controller 
of Accounts, Department of Supply, New Deihi 
was also asked to withhold the amount from the 
pending b:lts of the firm. the letter a<ldressed to 
tirm 'A' was received back undelivered . There 
bciug no pendinfg bills of the firm with the Cont­
roller cf Accounts, the DGSD advised the former 
to withhold a sum of Rs. 0.12 l<lkh recovered as 
$Ccurit y deposit against another A / T . The where­
abouts of the tirm were being traced by the DGSD. 
T11c otlicer detailed to trace I he firm at its known 
addresses reported (April 1987) that he was given 
\C' understand tl.iat the ftrm had closed down two 
years earl ier and c:rne of its partners was working 
tn.;e t a different name and style. T hus as a rcsu l: 
of default by firm 'A' Government had suffered a loss 
o~ R->. l.l 0 bkhs (Rs. 1.22 lakhs-Rs. 0.1 2 lakh). 

The case revealed that the DGSD placed the 
/\/ r on an unregistered/ untried fi rm ignoring the 
::i? vice of the Defence .lnsµectorate to place only a 
trial order. The DGSD did not take timely action 
to cancel the defaulted A/ T immediately after 
tl1L' breach or contract occurred in non-submissio11 
of sample and non-deposit of secw·ity. Instead, the 
DGSD granted extc:1 ~ions on its own, which the 
dcf~u i ting firm did not ackn-owlcdge. The extr<.i 
C8St could not be recovered from the deiaultinn 
fo m on acount of delay in taking a decis ion t~ 
cancel the A !T as also in effec:ing .the risk pur­
chase. The wher·~abouts of the firm being not 
known, t he recovery of even general damages is 
doubJul. The DGSD did not have a system of 
moni torin~ of performance of firms and had th is 
been :there, the closure of the firm could have 
come to notice sufficiently in ti me for remedial 
adtion. 

The Dcpartme~t ~f Supply ~t ~ted (December 
1987) that moni:or111g done in this case was 

ineffective and was being reviewed with a view to 
identifying the defects, if any, and ~aking remedial 
steps. 



CHAPTER II 

;\l!NlSTRY Oif [\DUSTRY 

( Department of I ndustrial D evelopment) 

12. D-:!n~iopment c l small scale bdm:trics 

12.1 Introduction 

The cfevelopment of smaU scale industries has 
been given high priority in suc.cessivc F ive Y~ar 
Plans in view of the advantages m terms of low .m­
vestment, high potential for cmp~oyme:nt generation 
and dispersal of industries especially m r ural and 
semi-urban areas. 

According to tlie present definition, small s-calc 
i; ·, duscr!e:; urc undertakings 1J3ving investment in 
plant and machinery upto R s. 35 lakhs and in the 
case of ancillary units upto Rs. 45 lakhs. T he villag.e 
and small industries sector consists broadly of tradi­
tional industries and modern industries. Whereas 
traditional industries are generally artisan based and 
located mostly in rural and semi-urban arP.as involv­
ing lower levels of investment in m achinery an~ pro­
viding largely part-time employmen.t, modern mdu~­
trics use mostly power operated appliances and mrrch1-
ncry and are generally located in urban areas. !hC' 
main thrust of the industrial policy, during the Sixth 
and Seventh Five Y ear P lans was on the wide spread 
development of sinall scale sector . 

12.2 Scope of A udit 

The recofds relrrting to the implementation of all 
the centrally sponsored and central schemes for the 
period 1980-81 to 1987-88 were test-checked at offi­
ces of the D evelopment Commissioner, Small Scale 
Industries (iDCSSI), Small Industries Service In~ti­
tutes (SISis). extension centres, Region~l T estmg 
Cen tres (RTCs) , Product··cum-Process Developn~.ent 
Centres (PPDCs) , proauction centres and spec~ahsed 
institutions for the development of small scale mdus­
tries and Directorate of I ndustries of State Govern­
m ents and th-e District Industries C C'11trcs (DIC5). 

A review of the D JCs' programmes wa's included in 
the Report of the Comptroller and Auditor General 
of India, Union Government (Civil) for the year 
1981-82. The recommendations of the Public Ac­
counts Committee (PAC) in this regard a!'e contain­
ed in the 219th R eport of the PAC (1984-85) 
Seventh Lok Sabha and the observations on Action 
Taken Notes are contained in 40th R eport of the 
PAC ( 1985-86) Eighth Lok Sabh a. 

1 2.3 Or;?anfsational set up 

The development programmes of the SSJs are be­
inrr im plem ented, under the aegis of the Min:stry o t 
fndu~try (Department of Industrial Development) 
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by the Small Industries iDevelopment OrganisatioH 
(SIDO) which acts as an apex b ody fur policy formu­
Lt:ion. SIDO is headed bv the Development Co:.1· 
missioner, Small Scale Industries (DCSSI) who 1s 
entrusted with overall responsibility relating to pro­
motion, development and regulation of small scah; 
:sector . A net-work of institutions has been organised 
10 the field under SIDO. T hese consist of 27 Sman 
fndustries Service I nstitutes (SISis), four Regional 
T esting Centres (RTCs) , three Product-cum-Process 
Development Centres (PPDCs), four product10n 
centres and 19 field testing stations which have been 
organised to provide necessary production facili ties 
and services. 

The schemes for promotion and development ut 
small scale industries are implemented m the States 
-under the d irection of State Directorate of Industries, 
The D istr 'ct Indust ries Centres (DICs) set up under 
the scheme introduced in 1978 serve as local point at 
the district l evel for all services and support to small 
scale industries under a single roof. T he Small I ndus­
tries D evelopment Corporations have also been set 
up in the States to aid , counsel , assist , fornnce and 
promote small scale industries in the States. 

12 .t Highlights 

T h>! dcv-;Iopmcnt o~ smnn ~cnfo ilid:1<:Mc-. S"r.tor 
'1 '.'s h'x~,, 1"lvel high priority ill succes$iv~ Fh•e Yer.r 
P!a~;r, r i vl:!w oi its adviu1trsp.cs in terms ot ow hw~st~ 
n<!nt. h'~h ~ot"nt~al for cmp ovm~nt ge eratioa 2 t1 d 
•Hc-ner.;~l or ?mlmtries espccinlly in rural :md scm:­
m h~ : i? t>C~...S. 

Agabst the total outlay of Rs. 672.61. rrores 
flmbg the Six th Ph"m m;d fltP. fi rst tJ1rc-: 
•ears of the Seventh Plan, the actual rx11'.'1:-

rliture incurred was Rs. 490.22 crores. TI1e 
r.hortfnH was to th:! c:11.'tent of 27 "" rr-;•t . 
Ther" W:lS s!lbst:>.r.tial 41ortfaJI under the 
M :tr'!;n Moi;cv Scbime for reviv:ll o{ ~id, 
nn=·t~· (93 per . rent), tbe s~bem'! for 1l r<1-

viiHng self-employment to educntcd un­
pnm~oved voulh (22 per c~nt) and th~ Di~­
h"iet h~ m tri"<; CeF 1res Programme (28 r~r 
cent). 

Thon'!ll nhvsic::d ad1icvemc'lt in "Sh bfo•h­
Ment of .ew uniti; for the Six+b P 1R 1 ?.11<1 

fir~~ t 1'"2" ' 'e'.'r<: of the Sev~nth p!,, 1 W" '> 
'"e~or+ed to h,.,ve cxct-eded th'! t2 l!~t, Hi :! 
T)py . .,fo;~mcrf C"mmi<:<:'m1P.;, Smrill ~r:Jk 
I>tdu·•t+_,., r11d r.01 h:n•e iPf~~mnH0;1 abm:t 
t!J" ' '.!im ber of 1mif.5 which Wl'r c nchr:tlh 

. , 
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[unctioning. Accmding to information 
available in Small Industries Development 
Organisation, 48,768 w1its .had cl~sed down 
charing l.980-87. Accordmg to its sample 
survey, 46 per cent o[ the units were found 
to be either closed, untraceable or non-res­
pomling. 

According to the figm es available for the 
pcr'od l.983-84 to ~986-87 out of. the tot~l 
rmmber of registration of new units, prov1-
sio11al registration was about 65 per cent 
indicating possibly that out of the units 
registered a significant number did not get 
perma:tently registered and continued to be 
at pre-production stage. 

Under the Scheme for providing se!f-em· 
plo;yment to educated unemployed youth, 
according to the information comp'.1-::d 
by Small Industries Development Organi­
satbn for 1983-84 to 1985-86, the 
Joans were actualy disbursed to only 49.3 
per cent of the targeted beneficiaries. 

Sample surve)'S/ evaluation in eight States 
(Andhra Pradesh, J ammu and Kashmir, 
Kamataka. Maharashtra, P lll1jab, Rajasthan. 
T amil Nadu and Uttar Pradesh) with regard 
to utilisation of loans under the scheme for 
providing self-employment to educated un­
employed youth revealed that Rs. 4816.15 
lakhs (invoJvin~ central subsidv o f 
Rs. 1204.04 lakhs) had been mis-utilised/ 
diverted for other purposes. 

In a large number of cases, banks bac! 
drawn full amount of central subsidv from 
Reserve Bank of India for loans under the 
scheme for [>rOviding self-employment to 
educated ll!lemployed youth which thoul?.h 
sanctioned, were not finally disbursed to the 
beneficiaries resulting in excess drawa1· of 
Rs. 556.98 lakhs by the banks. 

The Margin Money Scheme for revival of 
sick units had a plan outlay of Rs. 2000 
lakhs for the Sb..1h Plan period. Against 
this, onlv Rs. 113.90 lakhs were released. 
The scheme was not nooular as manv State 
Governments, had the.ir ·own Margin ·Money 
Schemes with b etter norms. Acco rd:ng to 
data complied by the R eserve Bank of India. 
pcrccnta~e of sick units out of total snmll 
scale units had increased from 3.2 in 
D ecember 1979 to 7.8 in June l.987. 
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In view of the importance of reliable data 
base for formula tion of policy for dcv('IOD­
ment of small scale industries, a scheme for 
collection of statistics was drawn un bv lhe 
Small JJ>.du<itries Devclovment Orgiinisatio ,.. 
with an outlav of Rs. 622 Iakhs for the perio rl 
1980-81 to 1987-88. Target dates were 
not fixed for completion of various phase> 

S/ 70 C& AG/ 89-4 

of the scheme which have remained incom­
plete (October 1988), resulting in "?n­
avaifab ility oi reliable ancl comprehensive 
data base. 

The modernisation programme which was 
implemented by Small Indust.-ics Servi~e 
Institutes h ad insignificant coverage. This 
was ath'ibuted to the fact that no concrete 
form of assistance was given under this 
scheme. 

T he projects for establishing Product-cum­
Proccss D evelopment Centres at Agra and 
Meerut which were scheduled to be func­
tional by D ecember 1985 were incomplete 
(November 1988) . 

T he establishment of a Monitoring and 
E valuation Cell for undertaking regular 
quality assessment of the schemes and pro­
grammes and also for monitoring their 
im plementation was recommended. However, 
it had not b een taken up for implementation 
even after a lapse of five years. 

12.5 Objectives 

During the Sixth Five Y ear Plan, ·programmes for 
development of small scale industries were to tie so 
designed as to achieve the following objectives 

(i) Enhancement in the levels of production 
and earnings through measures like upgrtt­
dation of skills and technologies and pro­
ducer-oriented marketing. 

(ii) Creation of additional employment oppor­
tunities on a dispersed and decentralised 
basis. 

(lii) Development of small scale and cottage 
industries through District Industries Cen­
tres (DICs). 

(iv) Creation of viable structure of smaJI scale 
industries sector so as to progressively re­
duce tbe role of subsidies. 

(v) Significant contribution of growth in the 
manufacturing sector through fuller utilisa­
fion of existing installed capacities. 

(vi) E stablishment of a wider entrepreneurial 
0ase througn appropriate trnining and pa­
ckage of incentives. 

(vii) Expanded efforts in export promotion. 

The ma,ior objectives for the sector in the Seventh 
Five Year Plan were to assist in the growth and wide­
spread dispersal of industries , increase the. level of 
.:-;i rnin!!s. sustain :ind create avenues of self-emolov­
ment. ensure regul ar suoply of goods and services anci 
develop entrepreneurship ih combination \vith imoro-

ved rrietnoos of production through appropriate 
training ancf incentives. 
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12.6 Financial outlays 

The plan outlay and expenditure op. the schemes financed by the Central Government during the Sixth 
Five Year Plan and first three years of the SevcnthFive Year Piao were as under ..,.__ 

(In lak hs of rupee~) 

Sixth Plan Period Seventh Plan Period 

Name of the Centra l/Centrally sponsored 
schemes 

Plan Expenditure Shortfall ( 1985-86 to 1987-88) 
out lay Pla n Expenditure Shortfall 

outlay 

--------------- --- -
2 3 4 5 6 7 

(i) DICs 10.000 5,875.39 (-)4.1 '.!4 .61 

(- )3,461 .09 

5,800 5,486.85 (- )313.15 

(ii) Scheme for providing self-employ­
ment to educated unemployed youth. 

19,000 10,538.9 1 23,760 22,668. 64 (- ) 1.091 .36 

(iii) Margin money scheme for reviva l or 
sick units. 

2,000 11 3.<>0 (- ) 1,886 . I 0 106 33 .50 (- )72 .50 

( iv) Central Tool Rcom a t Ludhiana and 
Calcutta . 

500 654.46 ( !-) 154. 46 229 211.88 (- ) 17 . 12 

(v) Collection of statistics, mo nito ring and 
evaluation. 

300 227 . 53 (-)72. 47 322 293. 52 (- )28. 48 

(vi) Natio na l Institute of Small Jndustry 
Extension and Training (NJSJEl), 
H yderabad. 

100 212.55 ( + ) 112. 55 145 105 .00 (-)40.00 

(vii) Central Institute of Ha nd Tools 
(CJHT), Jallundur. 

200 33.54 (- )166.46 IS9 121. 14 (- )67 .86 

(viii) Central fnstitute of Tool Design 
(CITD), H yderabad. 

131 26 .73 (- )104. 27 90 85 .78 (- )4.22 

(ix) Export Promot ion and Marketing 

(x) Other schemes 

186 43.94 (- )142.06 

(-)l,018.02 

49 40 .49 (- )8.5 1 

1,759 740.98 2,394 . 50 1,507.52 (- ·)886 .98 

T OTAL 34, 176 18,467. 93 (- ) 15,708 .07 33,084 . 50 30.554 .32 (- )2,530 . 18 

During the Sixth Plan against an outlay of Rs. 
34,176 lakhs, expenditure was R s. 18,467 .93 lakhs 
resulting iii a shortfall of 46 per cent . Outlay and 
expenditure of first three years of the Seventh Plan 
were Rs. 33,084.50 lakhs and Rs. 30,554.32 lakhs 
respectively. The shortfall in expenditure was 7.6 
per cent. There were substantial savings during th(! 
Sixth Plan mainly on the programme under the Dis­
trict Industries Centres, Margin Money Scheme for 
revival of sick units and the scheme for provid­
ing self-employment to educated unemployed 
youth. While the short fa ll in the DICs programme 
and the scheme for provicLing self-employment to 
educated unemployed youth during Sixth Plan wrrs 41 
per cent and 45 per cent respectively, the shortfall in 
Margin Money Scheme for revival of sick uni ts was 

to the extent of 94 per cent. During the first three 
years of tfie Seventh Plan, the shortfall in Margin 
Money Scheme was 68 per cent. 

The Scheme for providing self-employment to 
educated unemployed youth which was being imple­
mented by the DICs accounted for 56 per cent of the 
plan outlay during the Sixth Plan and 72 per cent 
d uring first three years of the Seventh Plan. Expen­
diture on the scheme constituted 57 per cent of th.: 
total expendi ture du ring the Sixth Plan and 74 pi:r 
cent during first three years of the Seventh Plan. 

J 2.7 Physical targe: ~ and achievements 

12. 7. I Detai ls of the targets and achievements in 
respect of production, employment and exports of 
s:11all ~ca l c unit s in the country ;ic; furnished by Small 



Industries Development Organisirtion are given in 
the table below -

(i) Production (Rs. T a rgets 
in crores a l 1979-80 

Sixth Five Seventh Five 
Year Plan Year Plan 

(1980-S I to ( 1985-86 to 
. 1984-85) 198 7-8S) 

l ,38,523 1,82,985 

prices during Achievement 1,57,906 l,96,610 
Sixth Piao and at 
J 984-85 prices 
during Sevent h 
Plan) 

(ii) Emplo) ment Targets 394. 90 30 I 
(No. in Lakhs) Achievement 399. 15 309 

(iii) Exports (Rs. in Targets 7 ,335. 00 8,880 
crores at 1979-80 
prices <l uring Achievement 8,79 1.00 9,035 
Sixth Plan and at 
1984-85 prices 
duri ug Seventh 
Pla n) 

(iv) N.:w units csta- Targ-.:ts 15 .40 6. 92* 
blishc,1 (in lal: hs) Ach il!v.:mcnt 16. 37 7. 35 '~ 

--- ~~~11 1:.:;r~;. 1937~88~wrc 1~~ta~;ji~bk. 

According to information available in SIDO, 48,768 
units were closed down due to shortage of working 
capita l, raw material and absence or ~ark~ting facili­
t ies during 1980-81 to 1986-87 resultmg m Joss of 
employment of 1.99 lakhs persons. 

The Development Commissioner, Small Scale Jn­
dustries, did not have info~·mation about the number 
of units which were actually functioning out of those 
newly set up units. According to observation of tbe 
Public Accounts Committee contained in their 40th 
Rep01t ( 1985-86) Eigtb Lok Sabha on the DICs pr0-
gramme, the success of the programme was to be 

Year 

1984-85 

1985-86 

1986-87 

Investment 
(Jn lakhs of Rs.) 

2 

72,772 

l ,01,979 

99,367 

Tbus the m··~;:<~ll t<.! tio of production to investment 
increased from 3 to 4.2 and employment generated 
per invest111cnt. of Rupees one lakh dccrcase<t fr .;m 
15.8 to l '.!.4 tla:·ing 1984-85 to 1986-87. Duri;ig th: 
three years 1984-85 to 1 98 6~87, Punj ab ( 6.56) , Har­
yan a ( 4 .88) and West B::n gal ( 4 .54) had higher 
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judged not by the number of new industrial units set 
up but by the number of uni~ 'Yhich w.ere actually 
well established and were functlonmg efficiently. 

T cst-cbeck in a few States revealed the f9llowing 
position: -

ln Haryana, no targets were fixed for genera­
tion of additional employment fo~ the years 1980- 86. 
Ju the absence 0£ the same, performance could not b~ 
evaluated. However, there was downward tn:;nd in 
the rate of growth of number of units and generation 
of ernpfoyment which declined from 29 to 15 and 29 
to 14 per cent respectively during 1980-81 to 19~5.-
86. 

ln Madhya Pradesh, against the target of 4.80 lakh 
during 1980-88 the employment actually generated 
was 4.37 lalilis. The targets and achievements during 
1985-86 were less than the average annual targets/ 
achievements during the pr~ceding Sixth Plan p~riod. 
Fu1iher of 2 ,28,115 units reported as established at the 
end of March 1988, information regarding the number 
of units actually functioning was not available 
with the State department. However, sample survey 
conducted (1980-85) by SISI, Indore revealed that 
out of 7,.756 units in 45 districts of the State taken 
up for verification, 3,587 ( 46 per cent) units were 
either closed or were not in existence. 

A test-check in five districts of Ta-mil Nadu dis­
closed that the Department had, in thier reported sta­
tistics for 1984-85 under new units esta!)lished, in­
cluded all the units registered with them in that year 
including those which commenced production in 
earlier year. 9f the 6,314 units reported as set up in 
these five districts with empioyment generation for 
36,535 persons during 1984-85 only 2,776 units pro­
viding employment for 14,296 persons were actually 
established during that year. 

12.7.2 As per records of the SID0
1 

:!ixed invest­
ment in plant and machinery of new umts established, 
production and employment during the year 1984-
87 are given in the table below :-

Production Ra1 io of Employment Employment 
(In lakhs of Rs.) (In numbers) Production by generated per 

investment Rupees one 
(Col. 3 by lakh of 

Col. 2) investment 
(Col. 4 by 

Col. 2) 

3 4 5 6 

2,18,826 11 ,48,258 3.00 15 .8 

2,69,225 12,23,447 2 .6 12.00 

4,17,740 13,33,024 4 .2 l3.4 

productivity ralios. H '.)\Vt"1e1 productivity of invest­
ment was as !o ;v as 1.80 in Bihar and Himaeha! 
Pradesh and 1.86 in :Madhya Pradesh. The employ­
ment generated per inves tment o( Rupees one lakh 
was relatively higher in the States of Orissa (47.92), 
West Bengal (2 U15) anrl Assam ( 18.43) . It was 



particularly low in Himachfll Pradesh (6.08), Rajas­
than (6.71) and Gujarat (7.63). 

12.8 Registration of srnall scale units 

An entreprene:.ir intending to avail himself of in­
centives/ conc:essi0ps provided ?Y Go~ern.mcnt f?r 
the development of small scale mdustnes IS to o~tam 
a "provisional' registration certi.fi~ate fro~ tJ1c. Dm::~­
torate of Industries. The pnw1s10nal reg1strat10n IS 

to be converted into a permanent one when the unit 
goes into continuous production for a period of three 
months. Provisional registration is valid for one year in 
the first instance and is renewable for a period of one 
year by two six monthly extensions on. sub1?ission of 
satisfactory proof that the entrepreneur is takrng effec­
tive steps to establish the unit. 

During the Sixth Plan period 12.54 lakhs new ~nits 
were registered, the annual registration increased from 
1.53 lakh in 1980-81 to 3.42 lakhs in 1984-85. In 
the first two years of Seventh Plan the number of 
new SSI units registered was 3.72 lakhs and 3.74 
lakhs respectively. 

The provisional certificates granted during 1983-8~ 
to 1986-87 was around 65 per cent 0£ the total certi­
ficates of new registration, indicating that possibly a 
significant number of units continued to be in pre­
producti'on stage. 

In Andhra Pradesh, out of the total number of 
registered units, during the years 1982-83 to 1986-87 
only 39 per cent got registered permanently. It wcrs 
stated by some district officers that the unit holders 
were not interested in getting their units registered 
permanently.· 

T he number of prnvisional registration upto March 
1986 was 61.7 per cent of the total registration in 
Karnataka. The reasons for the slow pace of progress 
of units was attributed by the department to adminis­
trative and procedural delays, del~y in, getting credit 
from banks and the dwindling interest on the part of 
the entrepreneurs in the process. 

Test-check of seven DICs in Maharashtra revealed 
that only about 9 to 12 per cent of the units registered 
provisionally during a year got themselves petmanent1y 
registered. The permanently registered units were re­
quired to submit to the DICs annual returns showing 
the details of consumption of raw materials, produc­
tion, investment, employment generated etc. T he num­
ber of units submitting returns was negligible in all 
the DICs test-checked. In the absence of the same, the 
department had no means of assessing the performance 
of these units. During the years 1980-81 to 1987-88, 
37 to 49 per cent of the new units registered were in 
the metropolitan regions of Bombay and Pune which 
was not in consonance with the objective of wide 
spread dispersal of industries as laid down in the 
industrial policy of the State Government during the 
Sixth and Seventh Plans. 

Jn Orissa, of the total small scale industrial units, 
registered between 1978-79 to 1987-88 onlv 17 ver 
cent were issued permanent registration certificates. 
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Six DICs test checked in Tamil Nadu, showed that 
the new units set up during 1981-~2 to 1986-87 was 
9 to 30 per cent of the temporary registrations grant-
ed during 1980-86. "Y'-

In West Bengal out of 1, 18,297 registration certi­
ficates issued between 1980-81 to 1987-88, the 
number of permanent registrations constituted 25 per 
cent. While the number of provisional certificates is­
sued ro~e from 5,737 in 1980-81 to 23,294 in 1987-
88 the number of permanent certificates declined 
from 7,032 in 1980-81 to 3,504 in 1987-88. 

12.9 Scheme for providing self-employment lo ed11-
ca1cd unemployed youth 

12.9.1 The centnrlly sponsored scheme for provid­
ing self-employment to educated unemployed youth 
was introduced in 1983. Under this scheme, matricu­
iatc unemployed youth within the age group of 18 to 35 
years not belonging to ailluent section of the society 
were eligible for composite bank loan (term loan and 
working capital) not exceeding Rs. 25,000 (limit ~ 
rased to Rs. 35,000 from 1986-87) to set up industry, 
business or service ventures. Government assistance 
was in the shape of an outright capital subsidy to the 
extent of 25 per cent of the loan contracted by the 
entrepreneurs from the banks, the subsidy was to be 
released to the banks only after disbursement of the 
loan. T he disbmsement of subsidy was administered 
through .Reserve Bank of India (RBI) which reim­
bursed the claim of the lending banks. The subsidy 
portion was to be kept as a fb:ied deposit in commer-
cial banks in favour of the borrower and would earn 
interest a t the prevailing rates. After three quarters 
of the loan amount due was recovered from the bor-
rower, the balance was to be adjusted against the fixed 
deposit including the in terest accrned. Assets created 
by the bank loan would be mortgaged to the bank till 
full repayment of loan. T he repayment would be in 
instalments beginning after an initial moratorium bet-
ween 6 and 18 months. The instalments would range 
over tl1ree to seven years depending upon the nature )( 
and profitability of the venture. Recovery of the loan 
fu nds would be the responsibility 'Of the banks con­
cerned. DICs in consultation with the lead bank of 
the respective areas would function as the nodal agency 
fo r formulation of self-emp loyment plans, their im­
plementation and monitoring under the overall guid-
ance of State Governments. The DICs with the 
assistance of Small Industries Service Institutes (STSls) 
were to formulate location, specific plans of action 
based on the realistic demands, assessment for various 
serv]ces and project and also on the number of entre· 
prencurs which each particular line of production and 
services would be able to absorb. A task force at the-
DIC's level consisting of the General Manager and 
the credit manager of the DIC~ a representative each 
from the lead bank, SISI concerned and the District "f 
Emplovment Officer was responsible for motivating 
and selecting the entrepreneurs, .identifying and pre-
p:. ;·in g schemes in the trade, service establishments and 
smal( scale industries. determining the avocation) 
activities for each of the entrepreneur recommendin!:! 
loans for the entreprenuers and getting speedy clear~-
ancc as necessary from the authorities concerned. 
The overall supcrvisfon Was provided by the Develop· 
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ment Commissioner, Small Scale J ndustries, with the 
assistance of the Banking Division of the Department 
of Economic -Affairs and the Industries Department of 
States/Union Territories (UTs). 

J 2.9.2 The target set for the scheme, was to bene­
fi t 2.50 lak h,, persons each year. According to infor­
mation furnished by SJDO. number of application3 
s1.rntinised and recommended to banks and num ber 
of applicants to whom loans were sanctioned by banks 
during l 983-84 to 1987-88 were as under: 

Year No. of No. of applicants 
applicatioPs 10 \\horn loans were 
~crut ini scd \a net io ncd by (-.;111b 

and 
n:c0mmcndcd 

w banks 

2 3 4 
- --- - --

N<'· Percentage 
sanctioned 

with 
J'Cfl'l'CDCC 

to Col. 3 

1 983-}~4 i.43.COO I l )l'.7i4 6,89,455 6 1 

to 
J985-86 

t986-87 2,50,000 3,3J,0 13 2,t6,95G 66 

1987-88 1,25.0CO 2.08,248 1,20,223 58 

- -- - .. - . -·- ---·-------
T OT/IL I 1.1 8.('-00 JG,7!',035 10,26,634 6 1 

The number of applicants to whom loans w.::re 
sanctioned by the banks were 61 per cer.t of the total 
number ·of applications recommended to the banks by 
DIC task foi·ce during 1983-84 to ] 987-88. Accorcliog 
to informat ion compiled by SlDO for the years 1983-
84 to t 985-86. The loan.., were actually disbursct.I 10 
only 49 .3 per ceni of the targeted beneficiaries. 

According to in(ormatiou compiled by SIDO, the 
number of actual !Jcndic iaries was 39 per cent, 40 
per cent and 30 per cent of the targets fixed for 1983-
84 to 1985-86 in the Stati..:s cf Hihar. Madhya Prnc!esh 
aocl West Bengal respectivi!ly. 

The reasons furnished by some States for 1ejectJ.on 
of applications by the banks were mainly: 

( i) non-completion o[ applications forwarded by 
DICs; 

(ii ) non-viabili ty of the scheme and non-c1..1111-
pliancc of the nonus laid down by banks; 
and, 

( iii) entrepreneurs w.::rc J efaulters in the bank or 
were already employed. 

T his indicated that the scrutiny by cl.le task for.:e 
which includ.::d a representati ve of the bank was inade­

quate. 
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Further it was noticed that during the period 1983-
84 to 1985-86, only 45.5 per cenc of the loans sanc­
ti oned were finally disbursed to the applicants. The 
Reserve Bank of India (RBI ) noticing that some banks 
were not disbursing loans for want of allocation of 
funds issued instructions in 1984 that fi nancial assis­
tance should not be denied on the ground that 
sanctioned amount exceeded the allocation made by 
the Head Office. 

12.9.3 Sample !>urveys,'cvaluation in regard to utili­
sation carried out by DCfs or by nominated agencies 
in five States rev.::akd tha' considerable amount of 
loans had been misu ti lised jdivcrtcd for other 
purposes. 

Evaluation of the units assisted during 1983-84 
and 1984-85 in Uttar Pradesh conducted by State 
Planning Institute rl!"Caled th2t against Rs. 8,562.68 
lakhs disbursed to 0.56 lakh unit, Rs. 4,195.71 
lakhs (involving c;ubsidy of Rs. J ,048.95 lakhs) had 
been misutiJised. 24 per cent did not establish the 
units at all, 15 per cent of the assisted units utilised 
th e amount fo r strengthening established business, 
four per cent utilised the amount for establish ing 
units other than approved ones, five pe; cent closed 
down subsequently and one per cent involved in 
other irregularities. 

Test-check of units in five di lricts in Karnataka 
by the DICs and financing banks revealed that a sum. 
of Rs. 212.12 lakhs (1075 cases) was found to have 
bcc:1 misutilised. i.e. ventures not sta rted at all and 
ventures later abandoned. Further during test 
check of the bank n.:co1ds, misutilisation of loans 
involving ubsidy of R s. 33.01 lakhs was also noticed. 

Evaluation study for 1983-84 and 1984-85 of 
Sangrur and Patiala districts conducted by North 
India Technical Consultancy Organisation in J 987 
revealed that ou t or 8 J 2 units involving disburse­
ment of Rs. 152.88 lakh5, 207 11nits involving 
Joans of Rs. 38.44 11'\khs wer:! not working. Further 
evaluation study of Ropar and JaJandhar districts 
conducted by National Productivify Couucil disclos­
ed that out of 800 units which were given loans dur­
ing 1983-84 and 1984-85, 212 units were not work­
ing. 

Test-check of the records in Kari m Nagar and 
Nizamabad districts of Andhra Pradesh revealed that 
242 cases or misutilisation of Joans were reported to 
the police. Out of these, in 19 cases loans amount­
ing to Rs. 3.52 lakhs wer~ misutilised and particu­
lars were not available for 223 case:.. Further misuti­
lisation of .loans involving subsidy of Rs. 3.6'9 takhs 
was also no1iced during test-chec1< of the bank re­
cords. 

Cases of .misutilisation o1 loans were also noticed 
in Assam, Chandigarh, Haryana. Orissa and Tamil 
Iadu. 
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Verification of records in five DICs of T amil Nadu 
showed that of the units ass isted in 1983-84 and 
1984-85, 39 per cent and 19 per cent had r.ot com­
menced production ~ ill F ebruary 1986. During test­
chcck of the records oi the banks it was noticed that 
loans involving subsirly of. Rs. 4 .03 lakhs were also 
misutilised. 

Evaluation study conducred by officers of Small 
Industries Development Organisation in August 1985 
i ;1 C hand iga rh revealed tha t out of 280 loanecs 
financed during J 933-84 only 87 established t heir 
units, 90 Uli lised for expansion of their uni ts and 
103 loauees closed their units after receiving financial 
assistance. 

Evaluation conduct~d jointly by DICs and banks 
in September 1986 of the units assisted during 
1983-84 and 1984-85 in Orissc: revealed that out ofi 
'.2 .687 u: iis '.l?rificd , 1369 (50.9 per cent ) units mis­
u tilised the loans. 

Survey conducted by DICs of the cases assis ted 
during 1983-84 and 1984-85 in the three districts 
0£ Haryana revealed tbat 528 (30 per cent) out of 
1757 units surveyed misutil iscd the loans. While 
beneficiaries were not traceable in 21 cases, in 1411 
cases units had been abandoner! and in 363 cases 
units had not been established at a ll. During 
l 983-84 and 1984-85 J 8 J 8 uni ts were disbursed 
Rs. 392.00 lakhs in Qne district in A:Ssam, 236 units 
out of 443 inspected 11n!ts were found to be non­
existing or beneficiarks were untraceable. Misuti11-
sation of loans involving suiisidy of! Rs. 1.75 lakbs, 
Rs. 48.50 lakhs and R s. 0.61 lakh was also noticed 
iu the States of J armnu and Kashmir, Maharashtra 
and R ajasthan respectively d uring test-check of the 
records of the banks. 

As per guidelines issu.:d by the Reserve Bank cf 
India, the amount of sub.;idy iu respect o~ units 
which mi sutil iscd the loan amount is to be adjusted/ 
credited to Government. In regard to the posit ion as 
to the recoverylrefund of the amounts involved, the 
Ministry stated, in March 1989, that the adjustme nt 
of subsidy is done by RBI and they had no com­
ments. 

12.9.4 I t bad been laid down in the scheme that 
from 1984-85 a minimum of 50 per cent of the 
ventures should be through the industry route and 
not more than 30 per cent of the ventures should 
relate to small business. Th is was done to ensure 
that thi s scheme created proc uctivc assets in the 
country. The proportion set down for different 
routes of ventures was not adhered to in the foU ow­

ing States : 

In Uttar Pradesh the percentage or cases 5anction~ 
ed during 1986-87 through the industry route was 
as low as 6.9. In the cas<! of Himachal Pradesh and 
Jammu and Kashmir, it was 28 .5 and 2.8 respec- ~ 
t ively in 1986-87. In As~am, in 1985-86 the per­
centage of cases sanctioned through busisess route 
was 44.4 and in Himach·:i l Pradesh it was 57.9. 

The Ministry stated, in March 1989, that all the 
States were not strictly adhering to the norrr.s and it 
was being impressed upon the State Governments to 
stick to tbe norms. 

12.9.5 From 1986-87 a minimum of 30 per cent 
of the total sanctions of Juan had been reserved for 
Scheduled Castes (SC) or Scheduled Tribes (S1) 
persons. H owever only nine per cent 0£ the total 
applicants who were sanctioucd loans under this 
scheme belonged to SCiST. 

Percentage of the persons belonging to SCjST who 
weh~ sanctioned loans was J 8 in Andl1Tz. Praoesb . In 
Assam and Maharashtra it was 18.9 and 7.3 respec­
tively. In five districts test-checked in Punjab the 
percentage varied between l.6 and 11. In Rajasthan 
it was .1 2.4 in two dis tricts test-checked . In Haryana 
the representation of SC1ST was reported to be below 
the prescribed targets. fhe reasctns attributed for the 
low percentage in And hra Pradesh was that the SCj 
ST persons were not co:ning fo rwa rd to set up their 
own ventures. 

12.9.6 As per the prov1s10u o~ the scheme the 
Governmen t assistance in the shape of an outright 
capital subsidy to the extent of 25 per cent of the 
loan contracted would be ·released to the banks only 
after disburse1i'.ent af the .loan. T t.st-check of the re­
cords of the banks, however, revealed that in a 
large number of cases bau;cs had drawn subsidy from 
t!w Reserve Bank of India, for the ins talments of loans 
\\ :1J(.h thDugb sanctioned wen~ not fina lly disbursed to 
i.l!c be.1cfkiarics. This resulted in excess drawal of sub­
~ icly amouming to Rs . 556.98 lakhs. Out of which, 
Rs. 402.5) lak-hs pei ta illccl lo Mar.arashlra, 
R~. 75.89 !nkhs 10 Karua •1l.;: i and R5. 32.43 Jal:hs 
to Punjab. On this being pointed out in Audit, 
Government in l 9SD required the Reserve Bank ()f 
India to recover the excess amount drawn by banks. 

'l he Mjni ~try stated, ;n !<,farch 1989, tbat the 
Department :>f Banki!1g has imtructed R::serve Bank 
of India to adhere lo the provisions of the scheme 
regarding rcl~i\se oi: subc;!<ly. 

12.9.7 The DICs were to monitor the implemen­
tat ion oli th~ <:ch ~m(: a t district level for e::ii:h sector 



). 

uf entrepreneurs. Di lrict Advisory Committee 
headed by Dis! n.::~ Collcclor were to r eview the 
progress repcrts every mon th for sorting out issu"s 
relating to imptl!mentrltion, co-ordination and moni­
toring. Test-check of the position in 14 States and 
three Union Ta!."itori~s reveakd ·;hat the District 
Advisory Comm: a~cs hnd no t been activated as 
they had either been not meeting regularly or no 
meeting was he] l Pt ::tJl. 

12.10 Margin Money Scheme for revival of sick 
small scale industrial units 
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12.10.1 Accordin P: ~11 tl~e criteri;:i accepted by the 
Government, a unit is cc:1side1ed as sick if it has 
(a) incurred cash loss in the previous accounting 
year and is likely to : 0 lLirn\! to incur cash loss in 
the current accounting ye:ar and has an erosion on 
account ofl cumulath .:. ca<;I) losses to the extc;nt o f 50 
per cent or more of its net worth and /or (b) conti­
nuously default.ed in m edi11g fou r consecutive quar­
rcily instalments of in terest o r two half yearly instal­
m ents of principal of t .::r.n loam: a;1ct there art! 1,enis­
tent irregularities in th·~ operation or its credit limits 
with the bank. For renderin!!: assistance to the ~ick 
SSI units in a co-ordinated manner a State-level co­
ordination committee wac; set up with the Secretary, 
mdustries D epartment of the State as Chairman and 
representative of th~ 11BT, financin!; agency and 
others as members. 

mes being district ]eve! agencies a re involved in 
the task of identifyin!! si:':k unit.;. 

From the data co 111pile t1 by th~ RBI given below, 
it was observed that the percentag~ of sick units to 
total small scale units increased from 3.2 per cent 
in D ecember 1979 to 7.8 per cent in June 1987 as 
indicated below 

At th~ end of 

------

1979 

1980 

198 1 

1982 

1983 

1984 

1985 

Juni:: 1986 

December l986 

June 1987 

No. of S<; f No. of sick Pcrccnt1g0 
borrowing small scale of sick 
accounts indust rial units to 

units unit5 total 
(Col. 3 to 

2) 
- - -

2 3 4 
-- ------

6,55.000 20.840 " 'l _, ..... 

7,74.000 23.256 3.0 

9,36,000 25.342 2 .7 

10,50,000 5ll,5:i I 5 .6 

12,08,000 78.351 G.5 

14.54,628 93.234 6 .4 

16.42,000 1. 17,783 7 2 
18, 13,000 1.28,687 7. I 

18,77,000 1.45,776 7 .8 

20.41.000 1.58,226 7.S 

According to RBI the nl!mber of sick units out oF 
the units borrowing fwm commercia~ bank~ was 
1,58,226 a s in JUne 1987. However, as per the re­
cords of the Development Commissioner, Small Scale 
Industries, the sick unit., identified and reported by 

DIC~ upto March 1986 were 18, 148 which forms 
only 11 per cent of the total sick units reported by 
RBl upto J une 1987. 

The M ini stry stated, in March 1989, that the 
djfference in the reported figure of sick units could 
be due to RBI reckoning purely business and trading 
units and exclusion of un its in the metropolitan cities 
by the D istrict Indmtries Centres. 

The m argin money schcm~ for revival of sick units 
was sanctioned in J an·rnry 1982. Under this scheme, 
assistance ranging From R s. 1,000 to R s. 20,000 was 
to be given by Stat·! Government through financial 
institutions to sick small scale units registered as 
small. scale units !n the preceding seven year s. The 
margin money assistance was to be dovetailed as part 
of the total package of assistance to the sick units. 
The central loan assistance was limited to 50 per 
cent of the total margin money loan sanctioned by 
the State Government:>. Aga inst the plan provision 
of R s. 2000 lakhs for the Sixtli "'Plan period releases 
during 1983-84 and 1984-85 were R s. 61 Jakhs a nd 
Rs. 52.90 la khs respectively. In J 985-86 the amou'lt o f 
loan released was R s. 5 lakh~ only against t he budget 
provision ofi R s. 75 Jakhs. In '1986-87 no loan was 
released, only a. nominal budget provision of R s. 1 
Jakh was sanctioned . 1n 1987-SS, R s. 28.50 lakhs 
was released against the budge' provision of Rs. 301 
Iakhs. 

Due to certain ~hortcomings pc;inted out by State 
Governments the scheme was revised with effect from 
June 1987 with enhanced m argin money loan. The 
provision and the expenditu re on the scheme declined 
over the years reducing t \l nil expendi ture in 1'986-87 
while the number of sick units was on the increase. 
The DICs were reported to h ave assisted 10,947 units 
from 1983-84 to 1936-8?. No information was 
available in the records of DCSSI regarding the actual 
number ofi units which could be revived. The 
schem e did not succeed in tack1ing the problem of 
revival of sick units of small scale sector . 

12.10.2 A s per records of IJCSSI, this scheme 
was not popular a mongst the States because many 
State Governments had their own m argin money 
scheme for rehabilitat1on of sick tinits under which, 
the State Governments wee~ giving m~rgin money and 
o ther a ssistance on more l iberal terms. Test-check 
of the records ia some States revealed that the imple­
mentat ion or the scheme suffered mainly from the 
following shortcomings : 

(i) Non-finalisation!adoption of rules of the 
scheme till D ecember. 1984 in Himachal 
pradesh and till J aooary 1989 in M adhya 
Pradesh. 

(ii) D elay in sanctioning o[ scheme by 1.·faha­
rashtra for implementation (scheme was 
sanctioned during 1985-86). Gujarat hiid 
in troduced the scherre in March 1985 but 
no cxpendit11re was incurred during 1985-
86 and 1986-87. In Andhrn Pradesh only 
one case w<i s sanctioned loan upto 
1985-86. 



Out of R s. 100 lakhs rd eascd by Uttar Pradesh 
under the scheme to Uttar Pradesh Financial Corpo­
ration during 1982-83 ;md 1983-84, R~. 89.42 lakhs 
(89.4 per cent remained unutilised and was refund­
ed in March 1986. Non-utilis:ition was attributed 
by Director or Industries to higher rate of interest 
and inadequacy of maximum limi t of margin money 
i.e. R s. 0.20 lakh. Out of R s. 49 lakhs released by 
Orissa Government to Small Scale Industries Corpo­
ration for disbursement to sick units during 1982-83 
to 1985-86 a sum of R s. 39.64 lakhs (81 per cent) 
remained unutilised till D.;:cember 1988. However, 
no funds were released durin.s 1986-87 and 1987-88. 

12.1 0.3 As per the scheme, the Directors of In­
dustries were required t.:> send a six monthly report to 
DCSSI regarding the utilisation of funds by unit!> 
concerned on the basis of reports received by them 
fro::n the assisted units. Tt was observed that neither 
any performance reports nor any utilisation certifi­
cates of loans was received in DCSSJ. The D epartment 
stated in September 1986 th at a suitable mechanism 
for monitoring the implementat!on of the scheme and 
reviewing the results '!chieved was yet to be estab­
lished. The Departrn l!n t Further stated (November 
1988) that the State Governments/ Union Terri tory 
Administrations had been requested to adopt adeq uate 
monitoring mechanism. 

According to reports received by DCSSI from a 
number of State 'Goverr.m~n t s . the State Level Inter 
[nstitutional Committees (SLIICs) did not meet 
regularly. 1t wa's also reported that the SLITCs were 
not very effective in bringing about a r ight degree of 
coordinat ion as their recommendations \Vere not 
binding on the parties. 

In pursuance of the recommendations of the Public 
.\ccounts Cornrniitee in its 40th Report ( 1985-86) 
E ighth Lok Sabha, a Standing Committee 
on industrial sickness was constitued under the chair- . 
mansh ip of DCSST. The department stated in Novem­
ber 1988 that the recom•r endations of the Commit­
tee had been referred to the concerned agencies I 
departments namely RBT r!nd the Ministry oF Finance 
for necessary follow-up action. 

J 2. 11 Co/le('fio11 of sratisrirs 

12.l J .1 Reliable and comprehensive data in res­
pect of output , employment. investment etc. in the 
small scale sector was ~er the fi rst time compiled by 
STDO in 1973-74 with reference to the year 1972. 
when it undertook censu~ of small scale industrial 
units registered with the Direcorate of Indust­
r ies and falling undt:r th~ purview of SIDO. Having 
regard to the importance of reliable data base for 
formulation of policy far development ·af small sca le 
inchstrics on a c0ntinuo us upgrading:, a scheme 
"a~ d rawn bv the DCSST which envisaged, a ccnsus­
cum-sample survey of the uni ts registered with the 
State Directorn te of Tndustries upto 31st March 1981 
with reference to the year 1982-83 on 20 fJer cenr 
snmplc ba~ is . Th e ~ehemc aimed at ensuring unin­
terrupted flow of data from year to year even after 
the initia l round of detailed da ta collection. This 
was to be achieved by updating the fram e every year 
and augm enting th e sample to include new registra-
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1 "ln an<l culkcting comprehensive data from all the 
un its in the sa mple. 

The survey was to be conducted in two rounds. 
In the first round, in formation was to be collected 
with 1982-83 as base year. T he field work of the 
second round was to be done with 1 984-85 as refe­
rence year. The State Directorntc of Industries were 
to compile and update the frame information to be:. 
used for selecting the s.:i mplc units. Besides sample 
check, the SISis attended to th e work relating to 
scrutiny and coding of the data to be processed on 
c~.mputer. During the p<'riod 1980-8 1 to 1987-88, a 
total outlay of R s. 622 Jakhs was provided for the 
.,cheme, against which an expenditure of Rs. 521.05 
lakhs was incurred. 

The Ministry stated, in Ma rch 1989, that shortage 
in utilisation of! funds was due to the reason that 
in mo t of the States/ Unicn Territories, staff for 
field work could not be appointed . 

12.11.2 The target date for completion of first and 
second round had not been set. However, the field 
work of the first round of sample survey was stated 
to have been completed in most o( the States/Unio11 
Territories. It was stated in July 1987 that the work 
cf coding of the frame information and its processing 
and completion of su mmary scheduk was expected 
to be completed by the end of 1987. The progre·ss 
report of ~he first phase of second round of sample 
survey revealed that out of 31 States / Union Terri4 

tories progress reports were not received (July 1987) 
from 11 States/Union Territories. The Department 
stated (July 1987) that the reason~ for delay of first 
~ound were that thCTc was no independent computer 
installed in that offi ce and for processing of the data 
they had to hire the S<'rvices of different computer 
agencies as and when available. Tt was further stated 
in October 1988 that the data of sumt11iarv schedules 
haa , been processed on computer through National 
Informatio n Centr'e, "New Delhi and a preliminary 
report on sample survey of small scale industrial 
units had been prepare'cl by SIDO. The work 
relating to processing oft det:?ikd schedules which had 
been expected to be completed by the end of 19.87 
was not completed. As rega rtls the first phase of the 
second round of sample survey, the field work 
had since been completed and the schedules were 
1. ndcr ~crutin v b v the STSk 

The Ministry stated . in March 1989. rh at samples 
for the second phas~ of t'ie second round in respect 
of the States/Union Territories except three States 
had also been drawn and sent to the States/ Union 
Territories for undertaking the field work. 

Progress of the first round revealed that only J 3 
ner cent of the total samples i.e. 20 per cent allotted 
for coveraQe under the scheme could be covered 
under the ·-census. 

During the first round. information could be 
collected only from 54 per cent of the units selected 
in 20 per cent sample. The remaining units were 
fow1d to be ei ther closc::l . 11 ntracea1'le or non­
responding. 

•· 
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12.12 Field units under SIDO 

A number of field units under Small In-
dustries Development Orgmisation have been estab­
~shed to render assistance in the fonn of promotion, 
technical advice, consultancy, marketing development 
and other discipli nes. These consisted of 27 Small 
Jnclustries Service Institu tes, 3 .l branch insti­
tutes, 37 extension centres, Jiour regional testing cen­
tres, three product-cum-process development centre~ 
(PPDCs ) and fou r production centres, at the end of 
1987-88. At the end <>f Sixth Five Year Plan there 
were 26 SISis, 20 branch institutes, 40 extension 
centres, four regirrnal testing centres, one PPDC and 
four production centres. 

12. 12.1 Activities of S!Sls 

The Small Industries Service Institutes arc 
to provide guidance, t:·aining and management con­
sultancy services in the iechnical field to the small 
f,cale industries and provide common work­
shop facilities. Branch in ;titutcs and extension centres 
which were under th e over -all control of SISis are 
intended for adequat~ coverage of the region or State. 

Though project reports/profil es were reported to 
have· been prepared du1 ing 1980-8 1 to 1986-87 in 
eight SISis (Bom.IJay, Calcutta, Hyderabad, Indore, 
Nagpur, Patna, Ranchi and Trichur) test-checked, 
no follow up action was ta ken to ascertain th e utili­
sation of the services bv the small scale industrial 
units. While in three - cases (Bombay, N agpur 
·and Trichur) targets were fixed, in ·other five cases 
no targets had been fixed. 

Test-check of four SISJs (J.?ombay. I ndore. K arna! 
and Trichur) reveakd tha~ receipts on account of 
common faci lity services were either static or on the 
decline during 1980-81 to 1'.:>8G~87 indicating that 
common facility services were not expanding. 

T he Mini try stated, in M arch 1989, that with the 
passage of time and the small scale industrial unit5 
installing machines in their units, utilisation of the 
machines fostalled in Small Industries Ser.vice Insti­
tutes decreased grad ually. Th erefore, Small Indust­
ries Development Org:misation was reviewing the 
utility of such machines insta lled in their workshcps 
constan~ly and disposing of obsolete and surplus 
machines periodically. 

Analysis of the t~chnical consultancy services 
provided by one SISI, in Madhya P radesh revea led 
that 46 per cent of the services were provided during 
1984-88' to the units in th !! headquartcn (Indore) 
of the Institute. 13 per cent services were provided 
in 26 backward districto; of th e State. While no 
service was rendered to the nine industrially most 
backward districts during 1984-87, in 1987-88 
only 27 services were provided to the units in six 
out of nine districts. 

Another activit y entrusted to th1: SlSls was the 
implementation of the programme of the modernisa­
tion of selected small scale industries which 
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was initiated by the Government of India in 1975-76 
for introducing mqdern technology and improving 
methods of working amongst small scale units. 
The main activities under this prgramme were ide!l­
t 1 fkation of input needs of small scale industrial units, 
prepa:ration of modernisation guides and 
bulletins, organisation of workshops, seminar;; and 
conducting inplant studies of units for their improve­
ment. 

The units opting for modernisation have to get 
themselves registered with SIDO 0 .. 1 payment of 
Rs. 750, units located in backward areas get SO pe• 
cent concession in the registration tee. On registering 
t he units, studies \Y·.!rc to be conducted to assess the 
modernisation needs of individual unit:; by SISis and 
or the consultants appointed by them. The units 
were then assisted to implement the recommenda­
tio :-is lliade by the experts . For the above activities 
~Jan outlay of Rs. 40.00 lakhs was made during the 
Sixth P lan, out of which R s. 25 .39 Jakhs were spent 
during foat periDd. D uring the first three years of 
the Seventh plan Rs. 21.87 lakhs were spent. 

Only 694 units had been registered under the. 
programme upto Ma rch l 988 which showed that 
toe number of units covered by thi~ programme was 
insignificant. The De··Janm,:nt stated in Septemb~r 
1986 that onlv a few units were registered due to 

budgetary constrain ts. This contention of the depart4 

ment was not coi1 vi11ci u!!. as there was a shortfa11 in 
utilisation of funds to the extent of Rs. 14.61 lakhs 
( 36 per cent ) in Sixth Plan and R s. 7 .13 lakhs (25 
oer cent) in the first three years of Seventh Plan. The 
Department further stated in July 1987 that low 
regist ration was due to strict criteria followed for the 
reg1stration of Hnits. 

T esfcheck of the records of SISis regarding imple­
mentation of the modernisation programme revealed 
the following : 

In plant studies for improvement rmd 
modernisation was conducted by branch 
SISI. Jammu in respect of only two units 
in 1980 and 1984 but the reJJorts had not 
been approved so fa r (May 1987); 

SISI, Calcutta stated that there was no 
effective monitoring of the programme due 
to shortage of staff and it suffered from 
the lacuna of not extending concrete form 
of assi ;tance 

SISI, \1adr.1s stated th1t thougfi 70 cut ,1f 
80,000 small scale industrial uni ts in the 
State were registered with the institute, only 
19 of them had actually modernised their 
units. 
No follow up action was taken by SISI Agra, 
Ahemadabad, J aipur, Kanpur, Ludhiana 
and Trichur to watch the implementation of 
the recommendations m ade. by the experts 
in re1rnrct to improvement and modernisa­
tion of the units. 

The programm0 implemented by SISI, 
Ludbian;; could not create much impact as 



a similar scheme with better no~s was 
being implemented by the State Government. 

>Paucity of staff was quoted as one of the 
reasons for poor implementation and moni­
toring of the programme by SISis Calcutta, 
Hyderabad and Srinagar. 

The Ministry stated, in March 1989, that ciuc to 
lack of staff it had not been possible for SISis to carry 
out the follow up actioa in all the cases. 

According; to the report of the Review Committee, 
set up in 1986 ::iy SIDO, the trainin~ programme of 
the staff working for modernisation was not given any 
priority. Incentives, requisites and machinery need­
ed for implementing the programme, were only 
contemplated but no concrete ~te-ps were taken at 
tbe national or state level to make it workable. lt re­
commended some incentives like investment subsidy 
of 25 per cent on additiona.l cost of machinery and 
equipment and reimbursement of the expend ii ure in­
curred on licence fee and o ther charges for obtaining 
iSI ma.rk on the products for improving their quality. 
The recommendations of the Review Committee of 
1986 were not implemented as the Goveniment had 
set up another Committe·~ for Technology upgrada­
tion and after discuss!•m of its recommendations it 
was decided to set up a technology development cell 
and the setting uo of the same was under 
consideration by the Development Commissioner, 
Small Scale Industries (March 1989). 

SIDO established 16 sub-contract ing exchanges in 
major SISis in early 1970. The main objective of 
the programme was to enrol small scale units which 
coUTd unaertake sub-contracting jobs for large scale 
industries. 

A test-check of the scheme in audit revealed that 
th~re was a shortfall in the achievement of tarnets fer 
registration of -new units with the sub-contracting 
exchange ran~ing from 10 to 31 per cent durin g 
1981-82 to 1986-n. During this period 8,578 units 
had been registere-d. 1he Deparcment stated (J uly 
1987) that the major constraints were that no separntc 
staff had been r;anctioned and the lack of transport 
facilities for ~tatT. Jn fact targets of regbtrat ion of 
small scale units with exchanges were considered 
good if the SISJs could achieve 50 to 60 per cent of 
the target. 

Tbe achievement could have been 100 pe,.. cel't 
or even more if sub-contracting excl1an2es were 
sujtably staffed and were allowed to h3ve ~separate 
transport facilities for better mobility. 

Against an allocat!or. of Rs. 4g lakhs for srl!inQ 
up sub-contracting exchanges in SIST~ anct promo: 
tional activities like worksh op~ of selected inclust rics. 
seminars etc. a sum of Rs. 26.54 lnkhs were ~p~nt 
on the scheme (!uring 1980-8 I to 1987-81?. 

12.12.2. Product-r:.1111-ProceJS Development Centres 

For achieving techriOlpgical up-gradation and 
modernisation of industries in !>mall scale sector. 
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three P'.PDCs :.it Agra (for foun dry and forging units) , 
Meerut (for sport~ goods and leisure time equipments) 
:ind Ranchi (for crcamic and glass industries ) were 
established . 

The project report of PPDC, Agra envisages 120.00 
lakhs as contribution of Government of Jndia and US 
S 5 .80- Jakhs as IJ11i ted Nat ion~ Development Pro­
gramme (UNDP) cont ribution. During July 1985 
to June 1987, :.i ::.ur:i of Rs. 39.57 takhs was allotted 
ag<ii nst which the expenditures incurred by the 
Government of India and UN DP were Rs. 26.62 
lakhs and R~ . 17.05 !akh-; respectively. The project 
was to be completed by December 1985 but it was 
still incomplete (November 1988) and not fully 
oi:-crational due to the following rea-;ons. 

(i) Construc tion of administrative block was 
incomplete due to lack ~f fumh. 

( ii ) Some of the machine~ which had been re­
ceived and installed could not be put to use 
due to lack of regular powsr connection. 

( iii ) Some major im ported equipments were yet 
to be receiveO. 

A report submitted '!Jy the Director PPDC, Agra 
in May l 986 to the Development Commissioner, Small 
Scale Tndustries, on the absence of basic faci­
lities at the centre also pointed out the foll°'vit1g 
shortcomings in the scheme :-

(a) Basic "Jquipment needed to help the entre­
preneurs anc! aJsc to demonstrate the testing 
c f raw materials were mi ~~ing in the action 
plan. 

( b) The area of the foundry shop was too small 
to accommodate the present and future 
activities of the centre. 

( c) There was n0 provision in the project docu­
ment about the future economics of this 
centre. 

DCSSJ attributed in July 1987 the delay in estab­
lishment of the c~1tre to tne delay in providinc land 
and buildin!! by Uttar Pradesh G0vernrtjent and some 
a-dministrative and technical problems. 

The Ministry state-d, in March 1989, that as regards 
deficiencies in mach in~~y an d equipment, the project 
report had been revi£d and the UNDP had agreed 
to provide additional funds fo r obtaining up-graded 
vcr,:icn of 1Jie equipment. 

According to the Droiect report of PPDC. Meerut. 
dates for compJeticn of various activities were bet­
ween June 1984 and December 1985. Out of 20 
activities, pa rtial action on three activities had been 
lm3crfaken up to Novcmher 1988 viz .. though ron · 
~tr·uction of the bui'din!! was completed in June 1986, 
a lot of re!')airs were ye-• t() he carried out , staff could 
be inducted in the centre to the extent of 22 pPr cent 
only and equirirnen t worth US $92.875 and DM 
: \ 425 were received uo to 1987-88. 

The proiect report envi~:iged Rs. 90 Jakhs as con-
1 ribution of Government of India out of wl1ich 
Rs. 19.65 Jakhs wns incurred upto 1987-88. SIDO 



attributed (July 1987), delay in achieving physical 
and financial targets to the late release of grants-in­
aid and law and order si tuation in Meerut. 

The PPDC, Ranchi was started in 1976. Since r;:e 
expected toreign assistance from the, Government of 
United Kingdom did nc;it become available, the insti­
tution remained dormant. The project was revised in 
February 1984. The expenditure on the centre from 
1984-85 to 1987-88 was R s. 15.80 lakhs against the 
allotment of R s. 36.23 1akhs. 

The expenditure of R s. 14.46 lakhs from 1976-77 
to 1983-84 incurred on the earlier scheme did not 
yield the desired results as the institution remain­
ed largely non-functional a11d staff deployed were 
engaged in preparing technical papers. 

The revised .>chem~ wa; approved in 1984. R efrac­
tory Testing-cnm -Dcveiopment laboratory for testing 
ruw ruu!erial und finished products W.1 ) set up in May 
1986. The chemical testing laboratory started furn;-
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tiL0ning in 1936-87 but the physical laboratory is 
still non-operational (December 1%8). It was stated 
that this was d ue to non-installation of machines 
and delay in getting t:lectric connection. As per the 
evaluation r:~port prepared by SIDO in 1986 no 
dkt:ti VI! rcsearc.h and development work and testing 
jobs could be undertaken as envisaged in the scheme 
c.J ue to non setting up of the laborator ies. 

12. 13 Monitoring and El'l;luation 

The establishment of a Monitoring and Evaluation 
Cell in the office of th~ D evelopment Commissioner, 
Small Scale Industries, for undertaking regular quality 
assessment of the schemes and programmes and also 
for monitoring their implementar.ion was recommen­
ued by the Working Group on sma)l scale industries 
for Sixth Plan and approved by the Planning Com­
mission. However, it had not bren taken up for im­
plementation even after a lapse of five years (March 
1989). 



CHAPTER lll 

Ministry of Surface Transport 

13 . National Highways 

13.1 Introduction 
The first road development plan, the Nagpur Pian, 

formulated in 1943, identiticd five types of Roads­
'N ational Highway'>', 'State Highways', 'Major Dis­
trict Roads', 'Other District Roads' and ·vi Ungc 
Roads,' and rccomrqended that while National High­
ways (NH) should be the sole responsibility of the 
Central Governmen t, all other roads 5hould fall withi!1 
the purview of the State Governments. 

Under Sectiu;t 2(2) of National Highways Act. 
1956, the Central Gm1ernmcnt may, by notitication 
in the official gale:te , declare any other highway to 
be a National Hig:nvay. According to. the criteria 
p res1:n '.ly foilowed for declaring NH , roads connectin!! 
the iength and breadh of the country of adjacent 
countries, state capitals, major ports and important 
industrial o r tourist centres or mer.ting strategic re­
quirements, or those carrying high density uf traffic 
over an adequate length, or ti1ose which will enable 
sizable reduction in travel distance and achievement 
of substantial econcmies thereby qual ify for being 
taken up as NH. 

The Road Development Plan for India (1961-81) 
commonly known as Bombay Plan, rnggested a target 
of 32,000 m iles (5 1,200 Kms.) of National Highways. 
However, the road length declared as National High­
ways by March 1981 was only 31,358 Kms. Ev~n at 
th e end of April 1987 the tota l length of National 
Highways was on!y 32,J 3g Kms. The reasons fo r slow 
progress were stated to be financial constraints. 

The concept l)f Expressway was conceived in the 
Bombay Plan. Exr::rcsswayc; as envisaged should be a 
part of highways, ( national or state) fit for all weather 
use and should have at least fou r la ne modern type 
surface with controlled access and grade separation 
at all road and rail crossings. 

The Bombay Plan ( 1961- 81) envisaged 1,000 
miles (about 1600 Kn:.s.) of E xpressway:; ~by 1981. 
Against tnis, only one Expressway of 93 Kms. from 
Ahmedabad to Vadoclra rs prcse.'lrl_v under construc­
tion. Another Exrre~sway of 65 Kms. (Calcutta 
Palsit-iDurgapur) is also to be developed. N on­
achievement of targets bas been largely attributed to 
paucity of funds. 
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13.2 Scope of Audit. 

A review on Road Dcvelopmen: iu tbe Fourth 
P lan was includd in the Supplementary Audit Report 
of the Comptroller and Audi tor General of India for 
the yeai 1973-74. Tbe present .:.::v iew ccv.:rs the 
position regarding development of National Highways 
till March 1987. 

The R eview is based on the scrutiny of record~ of 
the Roads Wing c! the Ministry of Surface Transport, 
as we ll ~s the divisions executing the National Highway 
works m the Stales and Union T .: critoric:s. 

13.3 Organisational set up 

13 .~. l The Roads Wil1g of the Ministry headed by 
t.he Director General has the overa1~ rcspcnsibility for 
~onnulation of national policie5 relating to road plann­
mg and development. It also has the responsibility 
for provision of iunds for outlays on National High­
wa~s and ~he impleme_gtatioo of plan,; relating to 
N ational Highways. Regional Offices have been set 
up by the Roads Wing with a view to assisting the 
State Public Works Departments (PWD) in the exe­
cution of original and maintenance works on National 
Highways. 

13.3.2 Under Section 5 of the Nation al Highways 
Act, 1956, the Statc::s have been assigned the function 
of executive agencies for National Highw<iys within 
thei r territories. The exl)Cution of field activities 
including survey, investigation and preparation of 
projects is carried out by the respective State Govern­
ments with the Cenrai Government retaining the acti­
vities for planning, approval of design and estimates, 
monitoring, stanaardisation etc. The State Gov­
ernments have been delegated powers to issue 
technical approvri l and financial sanction for works 
costing upto Rs. 25 Jakhs ( raised from R s. 10 lakhs 
in August 1986) with the prior admini5trative appro­
val of the Central Government. The State Govern­
ments are competent to call for and accept tenders. 
However, if the cost of work exceeds the sanctioned 
estimate by 15 per cent or R s. JOO lakhs whichever is 
less, approval of tbe Roads Wing to the revised esti­
mate is essential. Technical approval is issued by 
the Roads Wing for maintenance works irrespective 
of cost. 

The State PWDs are cn~itlcd to an agency cha rge 
at nine per cent (raised from 7-1 / 2 per cent from 
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Octobe1· 1975) o( the cost of works. In addition . 
t!1 ...:y are also a llowed a charge at one per cent or 
the cost of work for survey 3od investiga tion and 
one per cent for qualil y control. For work-charged 
establishment they arc fu rther entitled 10 claim at 
the ra tes between 1mc Ctnd two per cent depending 
on the COS:t of work. 

The Roads Wing s(atcd in May 1988 that for 
securing di rect control of 1hc Cent r.: in all activities 
of development and ma intenance of National High­
ways a proposal for setting up a National Highway 
Authority has been approved in principle. The 
Ministty stated, in March J 989, that the National 
Highways Author(ly envisaged under the National 
Highways Aut hority Act was expected :to be set 
up shortly. 

13.4 Highlights 

- T he Road Development Plan (1 96 1- 8 1) [or 
loclia sugge~tccl a target of 5 1 ,200 Kms. of Na­
t ion al H ighways and 1 ,600 Kms. o[ Expressways to 
be achieved by 198 1. The ..ich i ~•cment thercagainst 
upto April 1987 was 32,138 Kms. and 93 Kms. 
rcspecti vely. 

- The Roads Wing of the Ministry o( Surface 
T ransport has th e overall responsibility for formu­
lation of policies aocl making provision of funds 
for the development and rnamtenancc of National 
Highways. However, the R odds Wing has not been 
able to exercise cfk ctivc finaecial control, in as 
much as works were taken up by the Stale Govern­
mcn ts without approva l of the Roads Wing; ex­
penditure was incurred beyond the permissible limit 
over sanctioned estimates without approval of the 
Roads Wing in a numbt:r of cases and the reimburse­
ment o( expendi ture by th~ Central (jovc rnment ex­
ceeded the budgetary a llotment. 

- An amount of Rs. 90. 7 5 lakhs though not actu­
ally spent on 'ational Highwny work£ was wrongly 
debited to these works in fi ve states and two 
Union Territories. 

- Due to slow progress of works fi nanced by the 
World Bank , an extra lability on account of comm it­
ment charges to the tune of Rs. I 0 1.55 lakhs up to 
June l 988 had to be borne by the Government. 

- T he plan outlay envisaged distribution over four 
specific categories of works viz., spill over works, 
new works, strengthening the weak major arterial 
roads and new additions to the Na tional Highway 
system. However, in the absence of a monitoring 
system to wa1.ch physical and finacial pro!!ress on 
these categories, the Ministry had no ~means of 
ascerwinin g Piat the cxpcnditur..: proceeded in ac­
cordance with the pattun ind icatc-d in the plan 
nut lay. 

- Adequate fund-; r.:qutrect n ~ per standards norms 
we re not provided for main l.~nn ncc . The percentage 
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of shortfall went up from 7.78 (1 970- 75) to 44.16 
(1 987-88) . 

- Faculty p lanni ng/ design , inadequate ~urvey anJ 
investigations, delay m land acquisition/ award ot 
work and change: in scope cf wo rks during execu­
tion resulted in time/cost over-run as a result of 
which subsiantial in vestments remained idle for 
considerable periods besides delay in development 
of infrastructure. 

- A test check of the records of National Highway 
Di\ ision in the Statc:s revealed cases of idle invest­
ment of Rs. 663.95 lakbs in six Stati;:s and infruc­
tuous/ avoidablc expcod itu r;! of Rs. 81.49 lakhs in 
th e five States. 

Quality control a rrangeemnts in the States of 
Arunachal Pradesh, Maoipur and Mcghalaya were 
inadequate. Quali ty control facilit ies were fo und 
inadequate in Kcrala. Cases of sub-standard work 
ha\ ing bee n executed ~n tai li ng· additio1ial expendi­
tu re of Rs. 131. 12 lakJ1s f.Jr rectification were 
noticed in five States. 

Speciafoed road an d bridge bui lding machinery 
worth Rs. 29.46 crorcs was acquired by the Roads 
Wings out of Central fund, for speedy qualitative exe­
cution of National Highway works. It was noticed 
that many of then1 were e ither lyin g in an unscr­
vi~cablt: condition or had been declared beyond 
economical repa irs. Cases of under-utilisation of 
Central machinery were also noticed in A udit. 

- Delay in levy of fee ou permanent bridges costing 
more than Rs. 25 Jnkhs resulted in postponement 
of coUection of revenue to the extent of R s. 543 
lakhs in ftve States. 

Jn six States. amounts totalling R s. 443.28 
lakhs remained unrccovercd from contrac­
tors/agencies for long periods. 

The monitoring of works by the Roads 
Wing of the M inistry was not effective. 
Arrangements for monitoring of National 
Highway works in the States were also in­
adequate. 

13.5 Financial Outlay 

The Sixth Five Year Plan and Seventh Five Year 
Plan envisaged an outlay of Rs. 660 crorcs and 
Rs. 891.75 crorcs · (increased to about Rs. 1540 
crores) respectively for development of National 
H igb ways. During the Sixth F ive Year Plan and 
first two years of the Seventh Five Year Plan an 
amount of Rs. 11 59.68 crores was spent on original 
works and Rs. 509.98 crorcs ( non-plan ) on main­
tenance and repafrs. 

The yeaiwise details of budget prov1s1on, actual 
allotment to Sta tes/Union Territories, c.:i:pcnd iturc 



reported by them and actual reimbursement made to 
them oy the Central Government are given below : 

Year 

1980-8 1 

1981 -32 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

Total 

1980-31 

198 1-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

TOT A L 

Budget 
provision 
as per 
R evised 
Btimatc~ 

9000 .00 

10590.00 

12480. 00 

12851.00 

.1 6500 .00 

20400.00 

26610.00 

Origina l Work~ 
(Rs. in lakhs) 

Allotment Expendi ture Act ua l 
reponed by reimourse-
States mcnt 

9231 .00 10013.32 8697. 75 

10944 .67 12102.03 11033.27 

12832. 00 13802. 89 12656.85 

13587 .00 140..fS.52 12877.(9 

17414.43 1708 1.24 16278 .51 

21427.84 21385. 05 i8258 .4G 

27627. 84 27534.54 26060 .98 
~· --------·~----- ·- ____ .. -- - - - - -- --

10843 1 .00 113064.83 l 15967.59 10591 3.5 1 
--~-- - -- ---------- - ---- ........ - - -------

Muint cn~nct' Works 

( R3. in l ak h~) 

3700.00 3774. 95 43 18.81 4034. 01 

4700.00 4700.00 5554.62 4773 .56 

5100 00 5 !00.00 5907 .23 5647 . 14 

61 00.00 6100.00 7022. 16 6876. 60 

7500.00 7500 .00 8 150 . 88 8026 .47 

9000 .00 9000 .00 9619. 46 8757 . 42 

9425.00 9396 .69 10424 . 63 10445 .83 
·--- - - ·- ·'"---- ·----- - ------~- -

45525 .00 45571. G-i 50997.79 48611.03 

The actual reimbursement to tbe States exceeded 
the budget provision for maintenance works during 
aJl the years except in 1985-86. In respect of origi­
nal works, it exceeded the allotment during 1981-82 
to 1983-84. 

The Ministry stated, in March 1989, that the ex­
cess reimbursement of actual expenditure for original 
works was on accoum of bridge fee payable to the 
States for which ;eparate provision had been made 
in the bucfget. 

13.6 Inadequate financial control 

The Roaas Wi'ng is responsible for making provi­
,sions of funas for development and maintenance of 
National Highways. However , it had not been able 
to exercise effective financial control, in as much a -; 
several works were taken up for execut ion by the 
State Governments without approval of the Roads 
Wing; expenaiture was incurred beyond the permis­
sible limit over sanctioned estimates withou t approval 
of the Roads Wing in a number of cases a nd the 
reimbursement of expenditure by the Central Govern­
ment exceeded the budgetary allo tment. 
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According to instructions issued by Roads Wllig 
111 November 1979, in respect of each individual 
work, when 50 per cent of the sanctioned cost has 
been incurred or when 50 per cent of the time allottt:d 
for the completion of work has been over whichc.,er 
happens to be earlier, a special review is required to 
be ;11 ~ l ·~c, :-o as to ena ble the State Government,' 
States Chief Engineer to assess the likely completion 
cost of the work as well as the revised time required 
for completing the same. This would enabl~ them 
to obtain revised financial sanction of the Roads 
Wing. 

Instances where State PWDs had incurred expendi­
ture in excess of permissible limit in respecc of or igi­
naJ and maintenance works and bad executed works 
without approval of Roads Wing, were noticed. Out 
of 167 works each costing more than Rs. 25 lakhs 
(original estimate), completed during April 1986 to 
September 1987 in 61 cases (36.53 per cent), the 
expenditure exceeded the permissible limit. Details 

.·of a few cases, noticed during test audit of National 
Highway divisions of State PWDs are given in Appen­
dix-I. 

A few instances of works taken up without appro­
val of Roads Wing a rc given below : 

(i) In Arunachal Pradesh, the work of gully 
cutting for change of alignment from Kms. 
7.090 to 7.350 was taken up by the State 
PWD in June 1985 without obtaining the 
administrative approval of Roads Wing. 
The estimate for the work amounting to 
Rs. 18.32 lakhs was submitted for approval 
only in March 1987. 

(ii ) In J am.mu and Kashmir an c::xpenditure of 
R s. 50.72 lakhs was incurred upto March 
1988 on eight works on NH-1-B even 
though the initial approval/sanction of 
Roads Wing bad not been accorded . 

(iii) In Karnataka , for construction of a com­
bined bye-pass on NH-4, pipes measuring 
2174 metres were purchased at a cost ot 
Rs. 27.04 lakhs between February and 
September 1986 before sanction was ac­
corded for the work. The cost was initi­
ally debited to land acquisition ;!Stimate of 
the work. The sanctiou for the work was 
accoraed in FebruaTy 19 87. It was found 
that pipes measuring 711.50 metres (cost : 
Rs. 8.85 lakhs) were in exces5 of require­
ments. 

(iv) The work of widening and strengthening 0n 
NH-4 7, in Kerala was carried out in 1982 
at a cost of R s. 11.04 lakhs for which 
Ministry's sanction had not been obtain~d 
(April 1988) . 

Another work of strengthening should­
ers of :1 •.-:a rr iage\\'ay on NH-47 was com ­
pleted in two parts ir. M arch and. Septembe r 
1984. at a total cost of R s. 5.06 lakhs by 
charging i t to ordinary repairs without 
approval of Roads Wing. 



(v) 

(vi) 

ln ManipuJ, expenditure of Rs. 2.60_ l ak ll~ 
(Li]ong bridge-R s. 0.59 lakh and . fh ou­
bal bridge-Rs. 2.01 lakhs) was rncur'.e? 
on repairs of bridges on NH-39 in ant1c1-
pation of Ministry's approval. Major repan 
csimates for Lilong bridge for Rs. 1.06 
lakbs submitted to the Min ist ry in Janua ry 
1987 were received back for modificatioHs 
and were pending with the State Govern · 
ment. No estimate for ThllUbal was. p11::­
pared (May 1988). 

Jn West Bengal, an expenditure of Rs. 7.94 
lakhs was incurred upto March 1987 on 
two NH works, the estimates for whicl1 
were not sanctioned ti ll M.arch 1988. 

The Committee, appointed in F ebruary 1982 t i) 
study the working of the agency system for N ational 
Highways advocated for more effective financia l con · 
trol, the revised procedure earlier recommended by 
T ask Force a'ppointcd by the Ministry of Finance:. 
uccording to which .funds should flow from th ::! Con­
solidated Fund of India to the Consolidat ,d F und of 
th e States requiring suitable budget prvvisicn in the 
sta te buaget. The recommendation wh ich ·,vas :1C·· 

cepted by the Ministry in 1984, could not be imple­
mented clue to the fact that the time schedule and 
budget calend iow of the Central and State Govern­
ments being almost simila-r, practical difficulties were 
likely to arise in routing the fu nds in each financial 
year. Besides, this would also impair the flexibility 
of the Ministry in diverting the funds from :he non· 
spending to needy states. 

13. 7 Diversion of funds 

It was noticed during !es~ check of the records of 
tbe divisions executin1r 'NH works that amounts to­
talling to Rs. 90.75 lakhs were drawn for NH works 
without incurring any expenditure o n the works 
The details of these cases are mentioned below :-

( i) In Aruna'chal Pradesh , an expenditure or 
R s. 2.42 Jakhs incurred during 1985: 86 on 
repairs and purchase of spare parts of road 
building machinery belonging f.o the Stafo 
PWD was wrongly debited to NH works. 

( ii ) Jn Assam, in March 1986 and March 1987. 
a National Highway division debited an 
a'rnount of R s. 18.34 Jakhs and R s. 15.63 
lak.hs repectively to a NH work per contra 
creait to a deposit head. Thus, the Natio­
nal Highway work was char~ed to the ex­
rent of Rs. 33 .97 lakhs without incurring 
expenditure on the work. During 1987-88 
an amount of R s. 15.84 lakhs representing 
the actual expenditu re incurred on N atio­
nal Highway work s was withdrawn from 
th e deposit head. Thus the work remained 
over charged by R s. 18.13 Jakh s. 

(iii) In Himachal Pradesh, en tire expendit ure 
uf R s. 4 .61 lakhs incurred on the purchase 
of tools and plants was <febiced to NH 
works irregularly ang reimhmsemcnt 
claimed. 
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(iv) In Maharashtra, an expenditure of 
R s. 13 .57 lakhs incurred on construction of 
office building, staff quarters, purchase uf 
furniture and tools and phnts by three 
divisions was unautborisedly charged to NH 
works. 

(v) In Punjab, against the requirement of 1147 
tonnes of bitumen for the work of streng­
thening the pavement in Jallandhar-Pa­
thankot section of NH-1-A , 2548.49 tonnes 
we1e actually booked to the work between 
19'80-81 and 1987-88. Of thrs, the \'..Ost 
of 709.05 tonnes was withdrawn during 
March 1982 to March 1985, thus over 
charging the NH works to the extent of 
R s. 24.89 lakhs (being the ccst of 692 
tonnes of bitumen). 

Aga inst the requirement of 889 tonnes of bitumen, 
1245 tonnes were booked between August 1982 and 
March 1987 to the work of strengthening of pavement 
of G.T. Road bye-pass at Amritsar (NH-1). The 
cost of 152 tonnes was withdrawn subsequently. 
Thus. there was an excess booking of Rs. 7.35 Iakhs 
being the cost oE 204 tonnes of bitumen . 

In another case, 995.05 tonnes of bitumen was 
booked during September 1980 to January 1987 to 
the work of strengthening certain reaches of Pathan· 
kot-Amritsai Section of NH-15, against the actual 
requirement of 692.50 tonnes. Of this 87 tonnes were 
withdrawn in March 1982 and balance of 215.55 
tonnes costing R s. 7.77 lakhs w::ts yet to be wri tten 
b ack. 

(vi) Jn Chandigarh , an expenditure of Rs. l .28 
lakhs wrongly debited during 1980-81 to 
1986-87 to a work on NH-21, had not been 
written b ack (April 1988) though point ed 
out by Audit. 

(vii) Jn Delhi, a sum of Rs. 10.73 Iakhs spent on 
other roads was wrongly charged to the 
work check barrier at Badarpur herder 
(NH-2). 

13.8 A ssistance from World Bnnk 

An agreement was finalised wHh the World Bank 
in Septemoer 1985 for loan assistance of $ 200 
million ( approximately R s. 240 crores) for fin ancing 
the following six Nafonal Highways projects : 

Fst imated 
sanctioned cost 
(Rs. in crores) 

( 1) Ahmedabad-Vadodra Expressway on 128.40 
N H- 8 in Guja rat. (Revised 137 .20) 

(2) Calcutta-Palsit sect ion of Durgapur 48 . 60 
Expressway in West Bcng:-.1 (twc lane 
grade road). 

(3) Widening to four lanes of N H-1 bet- 66.00 
wec:1 Sirhind and Jalnndhar in Pun;ab. 

(4) Widening t0 four lanes between Murtha! 42 . 50 
and K arna! in H:1ryana. 

(5) Wideni ng to four lanes between Km. 45 .60 
27 to 67 a nd strengthening to two 
lanes from Km. 67 - 160 on 1'.'H-45 
in Tamil Nadu. 

(6\ Ganga Bridge at Varanasi 'Bye-pass at 
N H- 2 in U tt:lr Prades h. 

T OTAL 

41.60 

372.70 



The table below sets ro rth the ca tegories o( items tci 
b~ financed out of the prncceds of loan, the allocation 
of the amount s or th~ loan to each category and the 
percentage of expcnd it·u rc for items to be financed 
in each category : 

Cate!,tory Amount u f the Percentage o f 
lt•an allocated expenditure to 
(expressed in be financed 

Dollar equivalent) 
- ·----

2 3 
---- -

(J) Civil Works 1.73,0 10,000 46 

(2) Equ ipment 4. 110,000 100 

(3) Train ing and con>ul- 2.880.000 100 
tancy scrvicl·s 

(4) Una ll ocated 20,000.000 

- - ---- --~ 

T OT AL 200,000.000 

According to tfte phased programme of progress ap­
pro ved by Government an expendit ure of R s. l l ,273.05 
lakhs was to be incurred upto March 1938 as detailed 
below, again st which an expend iture of. Rs. 6,7 J 2 
Jakhs only, was reported to have been incurred upto 
March 1988 : 

SI. 
N o. 

Name of th<: wMI,. Cumubtive 
expenditure 
L1pto March 
1988 phased 

as pe r 
Teehnica l 

Note 

Actu:.!l 
expend it urc 

upto 
March 

1988 

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

( I) Ahmedabad-Vadoura Express­
way on NH- 8 in Guja ra t. 

(2) Calcutta-Pa l• it Sec tion of 
D urgapur Expressway in West 
.Bengal. 

3 -1 

(Rs. in lakhs) 

3,660. 00 3. 100.00 

1. 147. 05 710 00 

Scheme Target 

(1) Missing li nks (K ms.) 

(2) Ma.ior bridges (Nos.) 

(3) Wideni ng single lane to 2 1'.1•1c with or without 
strengthening ( K ms.) 

(-l) Widenin g to 4/ 6 la nes ( Kms.) 

(5 ) Construction of bye-passes (Nos.) 

(6) Strengthen ing existing weak do ub le lane stretches 
(Kms.) 

(7 ) Construo:tion of minor bridges (No~.) 

(8) l mpro vement to low grade section (Kms.i 

2 

196 

103 

-1224 

130 

52 

2238 

"17 

-:07 

26 

--- ----
0) Widen i!1g to four f,ines bet­

ween Sirhind and J1land h;.t r 
in Punjab. 

(4) Widenin:; to four la n<:s l1-:1 -
w.;;en M urt ha! and Karn~! i11 
Haryana. 

(5) Widening lo fv ur lanes be.:t­
ween Km. 27 and 67 aml 
strengthening to i\\ O lan.:s 
fro .n K m. 67 to 16G of Nll -45 
in Tamil ';.tdu. 

(6) Ganga Brid<.?c :i t Varana>i 
Bye-pass at NH- 2 Uttar 
Pradesh. 

T 0 ·1 \L 

-~ 
----·---· 

1,800.00 

1.306 00 

l,6CO . OO 

1,260. 00 

11.:m.os 

4 
-------

1,0 17.00 

433.00 

! ,25-1.UU 

193 .00 

6.7 12.00 

P rogress in expendi ture upto March 1988 was only 
59 per cent of the target. 

Against the expendi ture of Rs. 67 J 2.00 lakhs re­
ported to have been incurred upto March 1988, re­
imbursement obtained from the Worlo Bank was 
R s. 2375.73 Jakhs only upto July l 98~. 

T he agreement entered into betw•:cn Government 
of India and the World Bank lays down that the 
borrower shall pay to the Bank a commitment charge 
at the rate of th ree-fourth of one per cent per annum 
on the principal amount of loan not withdr:nvn frcr:1 
t ime to time . In accordance Wlth the E stimated 
Schedule of D isbursement, an amount of approxtma­
tefy R s. 12,584 lakhs (Us $96.8 million) upto June 
1988 was committed to be withdrawn. Since the 
amount withdrawn was only Rs. 2375 .73 lakhs. the 
exfra liability of R s. 101.55 lakbs wa!: incurred upto 
June 1988 on account of commitment charges which 
were paid by the Government qf I ndia. 

13 .9 Targets and achievements 

The targets fixed for the Sixth Pl.in and fi rst two 
years of the Seventfi Plan and the achievements xade 
there against as reported by the R oads Wing were 
a<; under : 

Acheivc- Percentage T arrwt Achieve­
ment 
upto 

March 1987 

P..:rcenlllN' 
o f -mcnt or 

shortfall 

3 4 
----

170 13 . 27 

86 16.50 

459 1 

105 19.23 

42 IQ.:>.> 

2288 

.JQS J.67 

5(i 

L•pto 
March 

1987 

5 

15 

32 

717 

.\(> 

6 

12]0 

150 

29 

6 

4 

32 

711 

37 

R 

16:0 

156 

shortfall 

7 

73. 33 

0.84 

J0 .. 1. j 

.,.... 



.... 
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The Sixth and Seventh Fi ve Year Plan outlay of 
Rs. 660 crores and Rs. 891.75 crore~ resp, ctively 
was divid~d into the following broad heads : 

---------·- -- -
VI Pla n VJL Plan 

(Rs. in crores) 

(a) Sp ill over works 250. 00 260 .00 

(b) New works 300 .00 
~ 626 .75 

(c) Strength<:ning the weak maj N 60 .00 j 
rirter ia l roads. 

(ti) N o:w addit ions to N H system 50 .00 5 .00 

---·----·--
T OTAL 660 .00 89 1. 75 

--------·-

The Ministry stated, in March 1989, that as a 
result of persistent efforts, the a1Jocat1on for National 

-'- Highways during Seventh Plan had been ini.:reased 
to about R s. 1540 crores from R s. 891.75 crores. 

Although the plan outlay envisaged spcdtic d istri­
bution over four categories of work mentioned above, 
in the absence of a monitoring system to watc~ pro­
gress on these categories, the Ministry had no means 
of ascertaining that expenditure progressed in accor­
dance with the pattern indicated in the plan ,mtlay. 

13.10 Maintenance of National Highways 

A Technical Group headed by the Director General 
(Road Development) and consisting of six Chief Engi­
neers was constituted !n 1968 to formulate the finan­
cial norms for the maintenance and up-keep of Natio­
nal Highways. The Report of the Group classified the 
National Highways into three broad categories on 
the basis of volume of traffic passin_g over it and thi..: 
country into four zones on the basis of cost of labo1..1r 
and materials and recommended the mainten.:rncc 
norms under three main heads : 

ti) Routine repairs 

( ii) Periodical renewals 

(iii) Special repairs due to damage causl."Cl by 
na tural calamities under a fompsum provi­
sion of 12.5 per cent of the total mainte­
nance provision per year. 

The Ministry updates the cost of the prescribed 
maintenance norms under these categories l!V~ry yc;,r 
taking into account current scale of wage rate and 
cost of materials separately for each of the four 
zones. The demand based on these norms projected 
by the Min is try fo r provision of funds for maintenance 
S ' 70 (f,; t\(i "R9- I) 
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and the actual allotmen t o( funds from 1970-71 o n­
ward was as under : 

- ----------··------·----
Year Requirement 

projected to 
finance based 
on standard 

norms 
( Rs. in crores) 

2 

Amount 
provided 
(Rs. in 

crores) 

3 

Shortfa ll 

4 

Percentage 
~ hortfall 

5 
------------·-------~ 

1970-71 

to 

1974-75 

1975-76 

to 

1979-80 

1980-81 

to 

1984-85 

1985-86 

1986-87 

1987-88 

8 1.20 

147 .8 1 

351 30 

J J6.82 

176 .78 

178 .24 

74.88 

123. 92 

271.00 

90.00 

94.25 

99 .53 

6.32 

23. 89 

80 30 

26.82 

82.53 

78 .71 

7.78 

16 . 16 

22. 86 

22 96 

46.69 

44 .16 

The gap between requirement based on standard 
norms and actual allotment was comiderable and has 
been continuing over the years. 'Jhe shortfall in 
provision of funds on maintenance has ir:crcased 
from 7.78 per cent during 1970-71 to 1974-75 to 
44.16 per cent in 1987-88 affecting adversely the 
state of maintenance of National Highways. 

The Committee appointed to review the tu11ct1u11-
ing of the a-gency system expressed (September 1 ~83) 
concern over less provision of funds for the maiute­
nance of National Highways. It observed that the 
maintenance of National Highways was tar from 
satisfactory, mainly due to paucity of fonds for malll· 
tenance and repairs and also clue to the fact that even 
the available funds were not being utili~ed in ;:in op­
timum manner on account of outmoded and ineffi­
cient practices and techniques. The Committee stated 
that a substantial proportion of m1intenance fu nds 
(nearly 30 ver cent ) goes to meet the cost of high 
priority flood dama-ge restoration work> and this led 
to further deterioration year after v~ar, of the posi­
tion regarding maintenance of NHs. 

A critical study of growing problems of the main­
tenance of roads was conducted by the Planning Com­
mission and a report presented in February 1987. 
The study inter alia revealed that the lump-sum µre­
vision at 12.5 per cent for repair ot damage causi:!d by 
natural calamities like floods fixed in 1968, was found 
to be inadequate and the actual expenditure for flood 
damnge was a round 40-50 per cent of total mainte­
nance. It was further observed that at least one Km. 
out of every three of our National. Highways is in 



need of urgent attention due to cumulat ive neglect or 
tbe past two decades. 

·The Ministry stated, in March 1989, that an exer­
cise for raising the maintenance norms formulated hy 
the Technical Group in 1968 for National Highways 
was under consideration. 

It is obvious that the maintef'ance of National 
Highways is bound to suffer till the norms arc revised 
by the Ministry. 

13.11 Time/cost over-nm cases 

13.11 . l Tn the present system of excculion of 
National Highway projects, time and cost ovC"r-run 
presents ~ serious problem. Th is has !cu to idl ing of 
considerable investment and delayer! d~\e]upmen t of 
infrastructural facilities. 

Of 167 road and bridge works, each cc.,stinu more 
than Rs. 25 lakhs, completed during 1986-87 ctnd 
1987-88 (upto September 1987), 45 works (27 
µer cent) involved a cost over-run of over 25 pe"· 
cent. 

111~ ti~e/cost. over-run is attribu table tu f.llnty 
plan nmg1 design, 1L1adequate survey and inve!.tigation. 
delay in land acqu isition, delay in award of -,;,,ork ~. 
preparation of unrealistic estimates. change i11 scope 
of work after award of work etc. Th~ Re!!ional Om­
cers of the Ministry arc to render effecti ve help in 
the areas of planning. detailed site mvestiaations. 
surveys, sub-soil explorations, alignments of roads 
an9 siting of bridges. They arc to exam:ne d~ta : lccl 
estimates, designs, site conditions clc. They are also 
to keep necessary watch in regard lo till~ prompt fi xa­
tion of agency for execution of s:inctioncd wcrks and 
to mon' tor the progress of all works. Di::sp!•e th~se 
arrangements instances of time and cost over-run con­
tinue to occur. Jll ustrative c1ses !nvolvi:~l?; appreciab! : 
time / cost over-run noticed during test check of th ~ 
records of the Ro:ids Wing :ls we!! :i~ NH Div:sions 
in the states is given in :he succcedin!! sub-para­
graphs. 

13.1 1.2 Improper s11n-ey and i111 •estgiarion/fa11/;., 
plan11i11r;/ d esinn 

_( i) In Bih~r, cons '. ruction of a high level 
bridge over river Poonpoon on NH-30 to con­
nect NH-30 and 31 was sanct ioned for Rs. 14.32 
lakhs in August 1966 even thou?;h the alignment of 
NH-30 and 31 between Pat;ia and Mokameh had not 
been finalised. A revised est imnte for Rs. 53.51 
lakhs was sanctioned in Ap~il 1980 after fi nalisation 
of realignment and the work act~diy commenced in 
June 1980. In May 1981 it was decided to increase 
th e length of bridge by 15 mctr~s. l11is cntai red 
delay in .;ompletion of work which was fi nall y comp­
Ietca in F ebruary 1988 at a ~ost of Rs. 134.87 lakhs. 
The cost over-run was Rs. 80.96 lakhs ( 151.30 T" r 
cen t). 

(fi) Jn Himachal Pradesh. th.: work of widening 
in Km. 229 / 410 to Km. 2iR of Chandigarh-Mand:: 
Nranati Road, (NH-21) was sanctioned at a cost of 

R s. 32.95 lak.hs. After commencement of the work in 
March 1974 it was found that half tunnelli11g as 
provided for in the original l'st1 111 atc \.Vas nut µossrble 
due to disintegrated rock al. the 5ite which nece sitat-
ed increased quantity of earth work and constructio;i r 
of a retaining wall. Mainly due to change in scopte 
of work necessitated due to inadequate initial investi­
gation !he work was completed " nly in March 1935 
at a cost of Rs. 91.87 lakhs. 

(i ii) In Karnataka, the estimate for construction 
of a sea' wall for protectiori of J\"a tionai Highway 17 
1':-om erosion in Km. 268.60 to 270 was approved 
(April 1980) by the Roads WinJ!, based on the ten­
tat ive design formulated by an Experts Comm:itee. 
T he work ~as en trusted in September 198 l :o a con­
lractor at his tendered cost of P.~ . 67.24 lakhs with 
the stipulation for complc1 ion b) tvlay J 985. The 
~on tractor who commenced the wcr\... in April 1982 
could not, however, co11tin11e it d:1e t11 11011-linalisa­
tion of design for th e section of s~a wall for a len!! '.h 
of 600 metres in the ccntra! re1ch. The design \Vas 
linalisecl only in November 1982. The design for the _... 
remaining rcacf1es which were tu l ~ fi nalised after 
observing the behaviour of the sea wall in the ccnt1 al 
reach during monsoon was fin ali5cd as late as Apr'! 
1987. T he work was still in progress (March 1983), 
th ough an additional expenditure of R<. 2 1.61 lakh~ 
has been incurred. 

( iv) In Maharashtra, due to dclav in fina lisa tion 
of design and inadequate ini tial survey the work of 
const rm:tion of Kashcli bridl!e on d:version outside 
Thane and Bhiwa'ndi towns ~n NH-3 Sl.'.h\!duled for 
completion in January 1973 at a sanctioned cost of 
Rs. 170. l 8 lakhs was completed in January 1 YlS."> at 
a cost of Rs. 427 Jakhs which resulted in cost over­
run of Rs. 256.82 lakhs ( 150.9 J pl!r cellf) and ti me 
over run of seven yeai s. 

iDuc t~ change in design, sinking of wells etc, the y 
construction of Kalwa bridge sd1edulcd for conipk -
tion in February l 977 at a sanc1 ioncd cost ot Rs. 
60.84 lakhs was comole~ecl in Mav J 982 at a cost 
of Rs. 164.78 takhs \vhich resulted in cost over-tun 
of Rs. 103.94 lakhs ( 170.84 per c·.'n t ) and time over-
run of five years. 

The work of construction of Pawana Bridl!e on 
NH-4 was sanctioned for Rs. 29.20 Jakhs in December 
1979. The wo·rk was commrnc~cl in June 1982. 
wifhout gelling the de~ign approved by the Rnads 
Wing. During execution the deck level of the bridge 
was req uired to be raised bv 2.49 metres. Out 'f1, 
slow progress, the work was taken up departmentally 
in August 1982. In November 1984 , the balance 
work was entrusted to anuther contractor. Tt wa~ '( 
compleled at a cost of Rs. 133 .79 lakhs in June J 9R7 
i1n-olvi1H.! time nvcr-run of 31 years and cost over-
rur. of Rs. 54 . .'i9 lakhs ( J 86.95 per cent) orimarily 
clue to taking up the work without approved design . 

(v) Jn Ut tar Pradesh, the f .. llc1wing .::ases were 
noticed where init ial incorrect dl~ s ign 0f pavement 
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and sufisequent change at a btc stage resulted in considerable time over-run and cost over-run. De~ 
tails are given below : 

Name of work Sanctioned Date of Actual cost Cos t over-run Percentcge s. 
No. cost and date change of design 011 completion 

2 3 4 5 6 7 

(I) Constru..:tion of Kanpur Bye-pass on Rs. 61.41 lakhs While.: in progress R s. 232.66 lakhs Rs. 171 .25 lakhs 278.66 
N H-22 - 25. February I 97-

(2) Widcniog to two Janes and streng- Rs. 45. 85 lakhs July 1975 Rs. 137. 8 I lakl1s Rs. 91.96 lakhs 200.56 
thening of NH-2 in Allahabad dist rict March 1972 
(Km 225. 78 to 260). 

(3) -do ­
(Km. 120.85 to 146). 

Rs. 44. 32 lakhs While in progress R s. 109. 87 lakhs Rs. 65. 55 lakhs 
Ju ne 1972 

147. 90 

13.11.3 Delay in land acquisition.-- In Gu.1arat, land 
acquisition for Ahmedabad bye-pass on NH-8 was 
sanct10ned for Rs. 8 Jakhs in September I 957. Most of 

,,_ the land was acquired by 197 1 except tor a stretch 
or 50 metres. Though an r:xpcnditur~ o( Rs. 69.95 
Jakhs was incurred upto March 1987 on land acquisi­
tion the entire land could not be taken possession of 
for more than 30 years and the traffic on bye-pass 
continued to ply on a diversion. 

Simjlarly, against a sanction of Rs. 21.07 Iakhs in 
July 1968, expenditure on land acquisition Gf Vado­
dara bye-pass (NH-8) was R s. 75.99 J.:khs (July 
1988). Possession of 6.70 hectares of land out of th .! 
total requi rement of 169.54 hectares had not been 
taken even after 20 years of sanction of the project. 

Th~ expenditure upto December 1987 on land 
acquisition fo r the work of ·'Re-alignment to improv~ 
geometric of NH-8 near Aslali Village" was R s. 7.39 
lakhs i.e. ten times of the original estimate (Rs. 0. 7 4 
lakh) sanctioned in December 1981, resulting in 
cost over-run of Rs. 6.65 lakbs. 

Approaches to a new bridge across river Dhadhar 
near vi llage Por on NH-8 sanctioned for Rs. 21.58 
lakhs in January 1979 were to be completed in June 
1982. T he contractor fo r earth work had to abandon 
the work (June 1983) as land acquisition had not been 
completed . Work was subsequently completed three 
years later (September 1986) and the expenditure on 
work had risen to Rs. 36.90 lakhs. 

(ii) Acquisit ion of land for tbe work of com.truc­
ticn of aproaches to Railway over-bridge at Kuttip­
puram in Kel'ala on NH-17 was sanctioned for Rs. 
15.73 lakhs· in September 1980. The land wa'S actually 
acquired by August 1986 only resulting in cost .-wer­
run ·of R s. 74.21 lakhs. 

)- (iii) Estimate for acquiring land for Gurdaspur bye-
pass on N1-I-15 in Punjab was sanctioned for R s. 23.52 
lakhs in February 1980 for completiorl in 1981-82. 
The possession of land was actually taken between 
June 1985 and July 1986 after incurring an expendi­
ture of Rs. 63.93 lakhs. There was a time over-run 
of four years and cost over-run of R s. 40.4 l lakhs 
( 171.81-per cenr) . 

(iv) ln Uttar P radesh, estimate for the work of 
construction of bye-pass around Kanpur, oa Kanpur­
Kalpi Section of NH-2 and NH-25 was sanctioned for 
Rs. 55.20 lakhs in February 1972 with the target date 
of completion as September 1975. After the start of 
Lhe work in October 19.72 there were problems of 
land acquisition in certain stretches for about two years. 
The progress of the work was very slow. The esti­
mate had to be revised which was approved by the 
Ministry for Rs. 110.00 lakhs in Septemb,r 1981 re­
sulting in a cost over-run of R s. 55.80 Jakhs due to 
escalation in ra tes (Rs. 37.96 lakhs), variation in 
quantity of work (Rs. 3.43 Jakhs) increase in price of 
bitumen (Rs. 3.91 lakhs) and increase in centag:! 
( Rs. 10.50 lakhs) . 

The Ministry mentioned, ir. M arch 1089, that 
"delays are bound to occur in land acquisition in view 
of the li tigations and ll'Vn-attachment ot revenue 
officers to State PWDs". 

However, the Ministry did not state the action pro­
posed to be taken by them to cut down the delays 
in acquisition of land . 

13. ll.4 Delay in award of work 

In Andhra Pradesh. an r.stimate for the work ot 
construction of a bridge alcngwith approaches at 
Km. 138/ 10 of Madras-Calcutta Road (NH-5) was 
sanctioned in May 1983 for R s. 6.76 laklis. Though 
tenders for bridge work excluding diversion road were 
called for in September 1982 and a cuntract for 
Rs. 6.20 lakhs was concluded in December 1983 the 
work of diversion road was ne t commenced and 'con­
sequently the contractor for bridge refused to take 
over the site. Lowest tender of R s. 0.77 lakh (or diver-
5ion road was not accepted by the State PWD. The 
con tract for bridge work was terminated in May 1985 
and tenders were recalled in March 1987. T he Iow~st 
negotiated ra te of R <>. 10.73 lakhs was c:cceptecl re­
sulting iu extra expenditure of Rs. 3.76 Iakhs '55.62 
pe,- cent) due to delay in the award of work. · 

(ii) In Assam, an estimate for earth work and 
construction of culverts was sanctioned for R s. 76. 11 
lakhs in September D85. Notice Inviting T ender was 
issued in October 1985. The lowest -tenderer who 



quoted nine per cent above the tender cost of R s. 
65.17 lakhs backed out. Negotiations were held with 
the remanu ng tcndcrers and a raLe of 20 per cent above 
tendered cost was agreed to. T he work was, however, 
not awarded pending approval to the revised estimate. 
A revised estimate for Rs. 91.96 lakhs was approved 
by Roads Wing in September 1986 by wl~1ch the 
validity period ·of negotiated tender had expired . On 
recall the work was awarded in March 1987 at 36 
'Jer cem above the. tendered cost of Rs. 60.54 1akhs. 
R eckoning on the basis of difference in rates quoted 
over the tenaered cost, the cost over-run of Rs. 9.69 
lakhs was due to delay in award of work within the 
validity period. 

(iii) In Kerala, an estimate foi; "forming Chalakucly 
bye-pass earth work and cross-drainage works" was 
sanctioned for Rs. 44.06 lakhs in M arch 1985. T en­
ders were invited in February 1985. ThP. lowest offer 
was about 30 per cem above the tendered value. The 
firm period allowed upto 11th of May was subsequent­
ly got extended upto 11th October 1985. As no 
decision could be taken even up to extended date of 
validity offered by the firm, the tenderer backed .o_ut. 
Retendering was resorted to in J anuary 1986. 1 he 
lowest oiler received at that t ime was 48 per cent 
above the tendered cost. T hus the delay in taking a 
decision for award of work resulted in cost over-run of 
Rs. 5.64 lakhs. 

(iv) In Manipur, the estinrnte for construction of 
Barak bridge at Km. 255 on NH-39 W:.1s sanctioned 
for R s. 27.80 lakhs in May l 979. H owever, the kn­
ders were invited only in June 1982 and work awarded 
in May 1983. T he award of work was delayed by a 
period of about four years. T!Je work was targeted for 
complciion by May 1985 but only 95 per cent of the 
work was completed by March 1988 after incurring 
an expend iture of Rs. 107.50 lakhs resul: ing in cost 
over-run of Rs. 79.70 lakhs. O f tills, tl:e .:ost over­
run of Rs. 55 .77 Jakhs was a ttributable to delay in 
award of work. The balance .:ost over··run was due to 
increase in cost of wages/makri::ils etc. · 

In case of constmction of Lilong bridge on NH-39 
the work was sanctioned for R s. 24. 16 lakhs in A pril 
1979 . The work was awarded 0nly in ~fay 1983 after 
a lapse of about four years. T hough the target for 
completion was May 1985, only 6.:. per cent of the 
work was completed upto March 19e8. T he cost of 
work till March 1988 had t" X.Ct:!eded the sanctioned 
estimate by R s. 119.53 lakhs ( 495 per oe111). Of this 
an amount of Rs. 50.31 lakhs was attributabk to delay 
in award of work. 

The M inistry stated in March 1989 that to avoid 
delay in award of works, the rules framed under the 
National Highways Act had b~en am.:-.ndecl in 1%6 
stipulating, inter alia, that ~ll project estimates should 
contain a time schedule for execut ion of projects, 
tenders on prescribed form shculd be invi ted by the 
authority competent to accept them , aii the compo­
nents in the project should be awarded to a single con­
lra<;tor and that t!Je project estimate should not be 
~plit horizontally. 
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13. 12 Idle invesune111 

During test check of the records of NH Divisions 
in the States cases of investment involving idling of 
assets to the value of Rs. 663.95 Jakhs came to notice 
in Bihar (Rs. 148.58 lakhs), Goa (Rs. 7 . ~6 lakhs), 
Karnataka (Rs. 113.83 lakhs), Kerala (R . 27.40 
lakhs) , Madhya Pradesh (R~. 2 1.1 6 lakhs) and M.iha­
rashtra (Rs. 345.52 Jakhs). Brief det~i !s arc given 
below : 

(i) Jn Bihar, the estimates for construction of a 
bye-pass near Dhanbad town connecting 
NH-2 and NH-32 was sanctioned in March 
1972, for Rs. 47.35 lakhs. A part of the 
alignment fell within the op~n cast mines 
of Bharat Coking Coal L td. who did not 
agree to part with the land (3 .07 acres). 
Thus, the department failed to connect the 
residual length of 1.885 Km . at the tail end. 
An expenditure of R s. l 48.58 lakhs incur­
red on the bye-pass till Dccembl!r 1984 re­
ma ined unfruitful. 

(ii) Jn Goa, construction of a minor bridge at 
Km. 94/400 (Bamonguda) 011 NH-4 taken 
up in M arch 1986 with the target date of 
completion as September 1986 was actual!y 
completed in December 1987 at a cost of 
Rs. 7.46 lakhs. H owever, construction of 
approach roads to this bridge had not been 
taken up so fa r (July 1988) as clearance 
fro m the Forest Department for fe ll ing of 
trees had not been received. This has re­
sulted in blocking of funds to the tune 
of Rs. 7.46 lakhs. 

(iii) In Karnataka, work of the byt:-pass nea r 
Bijapur town on NH-13 was cvmplctcd in 
March 1987 at a cost of R s. J J 3.83 lakhs. 
T he construction of an over-bridge on the 
bye-pass was to be undertaken 1.->y the R ail­
ways for which a deposit of Rs. 29 .57 lakhs 
was made in March 1987. The construction 
of the over-bridge was yet to be taken up 
(May 1988) . Thus tbe expenditure of 
R s. 113.83 lakhs incurred on the .construc­
tion of the bye-pass remained unfmitful. 

( iv) In Kerala, a bridge at Mamam at Km. 537 / 
2 00 of NH-47 was completed in May 1984 
at a cost of R s. 27.40 lakhs. The approach 
roads were yet to be completed (April 
1988). Thus, the investment of R s. 27.40 
lakhs has already remained idle for four 
years. 

(v) In Madhya Pradesh, one bridge costing R s. 
2 1.16 lakhs was completed in April 1981 
on NH-3. The approaches for the br idge 
were completed in June 1986. The expendi­
ture of R s. 21.1 6 lakbs thus remained idle 
for five years. 

(vi) In Maharashtra, a bridge at NH-4 was com­
pleted in August 1985 at a cost of Rs. 54.10 
lakhs. H owever, the work on the a pproaches 
on either side of the b rid!!e had not com­
menced till April 1988 . ' o uc to lack of 
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coordination in the work of project prepara­
tion fo r bridge and their approaches, tbe 
outlay of Rs. 54.10 lakhs has remained idle. 

T he work of realignment of Lower Borghac covering 
a total length of 9.68 Kms. (estimated cost: Rs. 22:5 
lak.hs) was com menced in 1982-83 and was to b;:: 
completed in 1983-84. Works on roads passing through 
forest areas were slopped in February 1Y84 due to 
pan-availabi li ty of fores t land after incurring an ex­
penditure of R s. 291.42 lakhs. Commencement of 
works passing through fo rest areas without prior ap­
proval of the For;::~ t Department rendered the ex­
penditure of Rs. 29 1.42 lak.hs unfruitful. 

i3 .13 Jnf ruct 11v 11.1 / (I rnidabf e e.\pe11dit 11re 

A test check of the records of NH Divisions in lhe 
States also revealed cases of in ;'.ructuous expenditure 
of R s. 81.49 Jakhs in Andhra Pradesh (R s. 28.10 
lakhs) , Goa (.Rs. 8.05 lakbs) , H imaebal P rac)esh 
(Rs. 9.28 lakt1s), J ammu and Kashmir ( Rs. J2.28 
lakbs) and Keraia (Rs. 23.78 lakhs) . Brief details oE 
the cases are gin n below : 

( i) 111 Andhra Pradesh, strengthening of 
shoulders with unsuitable soil at NH-5 and 
subsequent removal thereof resulted in in­
fiuctuous expenditure of Rs. 0.33 lakh. 
Provision of d rains at a cost of Rs. 1.58 
Jakhs at NH-5 in the reaches where gravel 
shoulders were executed resulted in avoid­
able expenditu re. 

Unnecessary pro vision of tack coal before laying 
bituminous course which W~iS immediately preceded 
by another bituminous course in respect of 2 1 works 
on NH-5 and N H-9 executed during 1985-86 to 
1987-88 by Hydcrabnd , Vijayawada and Vishakha­
patnam ci1·clcs of State P WD rcsulteu in woidable 
expenditure of Rs. 2 1.81 Jakhs. The State P WD 
S!ulcd that the 1al'k coai was necessitated because of 
delays in laying second and subs::qucnt bituminous 
<.:ourscs. 

T he work of construction of Anantp ur bye-pass al 
NH-7 was completed at a cost of Rs. 20 .82 Jakhs in 
February 1982. The same developed a number of 
depressions and pot holes when opened to traffic in 
Novemb<:r 1982. To make the road traffic worthy, 
speciai repai rs work at a cost of R s. 6.45 Jakhs was 
complc'.ctl in February \ 93:5 . Tbc work of strengtbcn­
ins; sanctioned at a cost of Rs. 40 .48 lakhs in 
March 1985 included removal of the Bitumin ous Top 
premix carpet and s'.:'a l coat b id earlier at a cost of 
Rs. 4.38 lakhs, under the special repairs estimate 
of .Rs. 6.45 lakhs and as such the expenditure of 
Rs. 4.38 lakhs became in[ructi..1ous. 

(i i) ln Goa, the work of widen ing of two lanes 
and reconstruction of cross d rainage works 
and improvement of geometrics between 
Kms. 4 .670 and 7 .618 0 11 N H-17 estimated 
to cost R:,. 11.30 1akhs was awarded to a 
contractor for Rs. 15.85 lakhs in February 
198 1 with the stipula tion to compkte the 
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work by A ugu::it 1982. T he Ll..i vision handed 
over tn c: Sil\: tor t11e work in September 
1 9~1 without removing the existing electr i­
cal poles, wa ter pipe ;mes anJ surue struc­
tures tor e.>.'-!Cuting the work. 1 he drawings 
tor ti1c fir~t )OU meues of tnc stretd 1 we1e 
also given lo the contractor in ::ieptember 
198 l. l he work was complckd by t ile con­
tractor in November 198:5 at a ..:ost of Rs. 
43 .5Y lakb s. Jn February 1983 the con­
tractor put forward his extra claim for com­
pensation whid1 was tixed at R :.. 8.05 la kbs 
in March 1985 by the arbitrator on the 
ground that the department fai led Lo remove 
the obstacles and to ha nd over tbc site 
within a reasonable time . Thus, there was 
avoidable expenditure of Rs. 8 .05 lakhs. 

(i ii) ln Himacbal Prndcsh, taking up o [ stn!ngtb­
enin_g work on ce1 tam stretches on NH-2 1 
(1 987-83) soon a fter renewal works done 
on these stretches in 1987-88 rendered the 
expendit ure ot ks. 9.28 lakhs imructuous. 

( iv) ln J ammu and Kashmir, fo t construction 
of a double lane prestressed cement con­
crete bridge over K uligarh Nallah (Km. 84 j 
on NH-1B an expenditure of Rs. 9.75 lakllS 
was incurred (Rs. 7.25 lakhs on excava­
tion of foundations for tl1;:: or ioinaliy 
approved two lane bridge down strea~ of 
tbe existing bridge and R s. 2.50 lakhs on 
excavation of pier foundation ior simply 
supported single lane bridge upstream ot 
the existing steel truss br idge). T he expen­
diture was incurred without ascertaining 
the suitability of the soil stra ta for the 
bridge. D ue to change in the site on account 
of poor fou ndation strata the expenditure 
was rendered infructuous. 

Consequent on the decision to cons truct an 18 
metre span bridge a t tbe site of an existing bridge 
o~cr Kandni .Naliah at Km. 90 on NH-lB an expen­
diture of Rs. 2 .53 lakhs was incurred for widening 
of approaches. As the site of bridge was later changed 
tbe expenditure became infructuous. 

( v) In Kcrala, the earth wo rk on the construction 
of approaches to a railway over-bridge at 
NH-47 was completed pending finalisation 
of desig~ o~ embankment . by the R ailways. 
On finahsat1on of the design some quantity 
o[ the earth work already done had to be re­
moved, which resulted in infructuous ex­
penditure of R s. 10 .62 lakhs. 

Without adequate investigation the work of fill­
ing the va_lley por_tion of alignment for widening and 
~ l re ngthenmg o( slllglc lane to double lane from Km. 
506/ 600 to 508/300 of NH-47 in Kerala was oot 
done and an expenditure of Rs . 7.34 Jakhs was i n­
cu rred upto M::irch 1988, excluding the liability ot 
R<> . 3 .70 Iakhs as balance for the original work. The 
.fi ll ing began to subside and h eaving occurred. I\ 
detailed sub-soil study (cost : Rs. 0 .67 lakh) showed 



that the nature of work was not suitable to site con­
ditions and hence the earth already filled a bov<fil road 
level had to be cut and removed at a cost of Rs. J .45 
Jakhs resulting in in flUctuous expenditure· of Rs. 13. J 6 
lakhs. 

The lVlinistry stated, in March J 989, that in most 
of the cases infructuous/ avoidable e>.penditure was 
due to change in the scope of the project. 1n orde1 
to minimjse the chance of rnh:ue tuo us expenditure, 
provisions were made in 1986, in the ru les to the 
effect that the executing agency should not deviate 
irom the scope of the sp~cilications and design 0£ the 
p1'0ject witho ut prior sanction. l n case o f failure in 
this regard, expend itu re on the component of the 
deviated work and the other components of the work 
a ilec tcd thereby were to be debited to the execut­
ing agency which would also be responsible for recti­
fication, at its own cost, of a ll defects arising out of 
~ub-standard works. 

However, the Ministry did not give their comments 
on the specilic cases of iniructuous/avoidable expen­
d iture pointed out by Audit. 

13.14 Quality control 

ln pw-suance of the recommendations of the Com ­
mittee on Agency System, Roads Wing prescribed in 
April 1984 elaborate arrangements for having an 
independent quality control organisation in the States/ 
Union Territories under a Superintending E ngineer at 
the H eadqua1ters and E xecutive Engineers at each 
circle with technical staff and other infrastructural 
f~cil.it! cs for conducting the prescribed tests in r espect 
?f d1ff;;rcnt ~orks on NH. The arrangements suggested 
mcluded se tting up a central quality contrul laborato ry 
u?der the contr~l of Superintending Engineer and rc­
g10nal laborutones under Executive Engineer. Provi­
~;c111 al on.c per cent of the cost of the work is set apart 
m the estimates for meeting expenditure on qua lity 
control. 

1t .was noticed in Audi t that in Arunachal Pradesh, 
Maml?ur and Meghalaya quality control airnngements 
\~~re maclcquate. In Kerala also, quality cuntrol faci -
1 1 t1 ~s were m adcquate. since the quality control units 
\~ere not properl¥ staffed and their activit ies were con­
!1ncd to co11duct 1~g routine test; nevertheless one per 
~·en i of t.hc cost o l works was being claimed as charges 
Jo r quality co ntrol wi thout regard to actual expendi­
tu re. 

I1.1adequ~1.tc quality. ~~ntrol arrangements by the 
National Highway D lVls10ns in the States has led to 
s u~-sl~ndarcI w? rks. ~ menti~n of collapse of three 
b1 1~ge~ on Nc.: tio nal Highways m one to five years of 
t ~c n: co n!p!et1011 du~ to m ajor deficiencies in th : 
~u::il1ty o[ Ille executio n of the br idg\! works was made 
111 P.ara 40 of the . R eport of the Comptroller and 
A ud ito r G en eral of Iud!a (Unic;1 G overnment C ivil) 
fo r th :: y_ca r ended 31 st M arch 1987. A few mor~ 
ca_s~:; _ no t1ced during test check o f the records of NH 
Div1srons arc detailed below : 

( i) T ~t Karnatuka, a c arriage way constructed o n 
H - 13 a t a cost of Rs. 30 .78 lakhs, soon 
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after it was opened to tratli<;: heaved up at 
the centre and edges exposing the metal crust, 
101lowmg tatiure ot tlle asp1rnitic carpel oue 
to loss ot adhesive property of ashpalt. Due 
to inadequate q uali ty control an expendit ure 
of Rs. 5.52 lak.hs had to be mcurred 0111 

repairs for restorat10n of the work. 

( ii) l n Madhya Pradesh, a c uivert o f NH-3, cons­
tructed at a cost of R s. 1.24 lakhs com­
pleted .in June 19 74 got damaged by April 
J 987. 1t was repQrted by the Superinten­
d ing E ngineer in June 1987 tha t the damag' 
was due to use of sub-standard concrete. 

(ii i) Jn Man1pur, expenditure of Rs. 2.44 lak11s 
incurred on the constructton of a re taining 
wall on NH-39 proved infructuo us due t\) 
its collapse when it was 70 per cent com­
plete owing to the utilisation of sub-stan­
Ll a rd matenals. 

(iv) 1n Uttar Pradesh, constructio n of Manor ma 
bridge in KM-169 of NH -26 consis tino th ree 
spans o( 12 metres each was sanctio';;cc.J at 
a cost of Rs. 7.49~1akhs in February 1974. 
Thf? work was started by Ut tar Pradesh 
State llridge Corporation in 1980-81 d ue to 
delay in detailed survey and non-finalisalloi1 
of tenders. The construction of bridge was 
completed in February 1984 at a cost o l 
Rs. 28.80 lakhs. In January 1987 the 
Roads Wing pointed o ut that cnunk ol con­
crete of deck sla b had fallen in both ::. ide 
spans, cr:wks had developed and the earth 
work in approach roads and approach slab 
bat.I also se t iled. The State G overnment inti­
mated in May 1988 that a high level enquiry -
committee wa~ set up in 1987 whose report 
was awaited. 

. ~--h~ .work of constru~tion of a mmor bridge over 
Guna1111 E scape and Ganda Nala on NH-25 was com­
ple ted in 1985-86 at a cost of .Rs. 40 lakhs. When 
~)2 1~er cent o f the work was completed the increase 
1n !11ghcsi flood level_ was n9ticed and changes rn 
d 1.:~1~0 were made without prior approval of the 
,vlm~s t ry. l n March J 987, it was noticed d uring ins­
pcct10~1 t~a t the. earth work on approaches was settling 
and pitching work had not been done. The result of 
an enquiry for unsatisfactory execution of work aml 
dcviaiion in des ign was awaited (May 1988). 

A ~ridge o ver Fatehpur branch canal on NH-2 wa~ 
sanctioned for R s. 19 .44 Iakhs in September 1979 
bu t ~ompleted ~1 March 1984 at a cost of Rs. 4 8 Jak:1s. 
Dunn~ rnspect1on by Chief E ngineer (NH) in March 
1.987 ll was noticed that pitching was not done on one 
mle and there was defective execution of earth work 
e n ano ther side. An enq uiry was ordered . The results 
o f enquiry were awaited (May 1988) . 

( v) T n Wes t Bengal, for s trengthenin_g certain 
sl retcl~es on H -2, the method of mix seal 
surfacrng CC?ost : R s. 95.87 lakhs) was 
adopted which showed distress in the shape 
of c!~cks after one year of its completion. 
Decisio n was taken to set right the di stress 
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at a cost of Rs. 13.45 lakhs. The expcndi­
l ur~ of Rs. 5.12 lakhs incw-red on mix ~:: . t i 
surfacine thus proved wasteful. 

The Ministry staled in March 1989 that .hey .. a n: 
trying to enforce adequate quality C?ntrol measur,cs 
anci ~u ilable inst ructions have been 1sused by . me 
Cen.ral Government from time lo time for excrc: 1 ~ .. 11g 
quality control". 

The Ministry. however, did not clarify, specilicallv. 
the a'ction proi)osed to be taken by them in the cases 
mentioned above. 

13. 15 Road building 11tachine.•y 

Specialised road and bridge building eq uipment li l-:c 
hot mix plan ts. paver finishers, motor_grade.rs, ~rawlcr , 
tractor etc . worth Rs. 2945.91 lakhs 111clud1ng un porl­
cd machinery worth Rs. 644.42 lakhs was pmchasc:I 
upto March 1987, out of Central funds, for the cxecu­
~ !on of National Highways and other Centrally ~µ011-
snrcd work<;. Of this. equipment worth Rs. 205 4.SS 
:::ikhs w::is purchased between 1962 and 1966. Tbc 
eq uipments were placed at the disposal ?f the St <~ : c 
Government s for speedy execution ensun ng quallly 
d work. 

An organisat ion under a Cbief Engineer (Mcchanic:il) 
\i"ith four Superintend ing Engineers posted at . the 
rerional offices was established mainly to ensure cffcc­
i iv~e uti lisation , upkeep and maintenance and monitor 
thei r performance. 

In 1983, the Ministrv recognised t l~e need to im­
prove the utilisat ion of Central machmery, as some 
s ~ ate PWDs were allowin2 the u~c of contractors· 
machines desp ite avai labili ty of Central machine ry. 
!11c;tructi0m were issued for improving the utilisatio n 
<'f Central machinery to the maximum extent possible. 

A test check of the records of the Public Works 
Department in the States revealed several casec; of 
!!l"O'\S under uti lisation and idlin!!: of these Cent ral 
:i1achines. There were also cases where equipmen t 
remained in unserviceable condition for long pcriocls. 
Some illustra tive cases are .eiven below : 

(i) In Bihar. most of the machines out of 246 
machines (cost : Rs.112.JOlakhs) had been 
lying idle since 1968 and all the machine<; 
were in break down condition since Octnbcr 
1975. 24 air compressors (cost: R s. 10.13 
lakh<>) anrl l 0 R~1<:sian m0torised <;Craopcrc; 
(cost : Rs. 21. 90 lakhs) received durir< !!. 
1962-66 were never commissioned and pu~ 
to use. 

(ii) Tn Guiarat. out of three hot mix plant -:. 
tl'c utili <:ation of one was 9 ver cent 
::inother 32 per rent and for the third it was 
56 lJer C"llf of the optimum utilisation. The 
utilisation of two oaver fini shers was 24 ::ind 
:n TJer cent. Under util isa tion was ma inly 
att ributed to want of work. 

( iii) Tn Kerula. of 3 1 machines. in nine ca<;cs 
the machines were not used at all durin~ 
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(iv) 

( v) 

(vi) 

1985-86 and 1hc use of six mal:hincs in 
1986-87 was below 10 per cent. F urther a 
grab d~dging crane which was transferred 
from I3iliar in December 1983 for the cm;_·­
truction of a bridge on NH-J 7 remained 
idle for 40 months at the site and was 
finally transferred to another site where also 
it has been idling since. 

In Manipur, of 38 machines transferred to 
the State between 1975 and 1984, 17 were 
found defective from the initinl period and 
since June 1987 became beyond economical 
repatrs. Three have been sold by auction 
and three have been approved for auction. 
Of the five hot mix plants two were not com­
missioned and the other two remained idle 
for want of work. 

Of 143 machines a llocated to Orissa as p~r 
the records of the Ministry, 17 were stated 
to be not available in the State, 16 and 33 
were stated to be beyond economical re­
pairs and in break clown condition respect­
ively. The utilisation of the remaining 
machines could not be checked in Audit as 
the log books were not made available. 

In Puf!jab, five hot mix plants worked for 
J 1528 hou rs against estimated 22100 hours 
during 1982-83 to 1987-88. Another hot 
mix plant was not put to use since 1983. 

(vii) Jo T amil Nadu, out of 138 machines avail­
able with the State as per records of th :­
Roads Wing, utilization of 34 machines 
ran'5ed from nil to 29 per cent during the 
period l 984-85 to 1987-88. 

(viii) In Uttar Pradesh, the percentage utilisation 
of heavy earthmoving machines (cost: Rs. 
65.55 lakhs) ranged between one and 48 
per cen't during 1980-81 to 1985-86. Fur­
ther, machines like road rollers, trucks and 
tractors etc. (cost : Rs. 53.8 1 lakhs) were 
lying unserviceable since April 1980. The 
Chief En.l!ineer (NH) reported in December 
1983 to the Ministry that machines costing 
Rs. 20.62 Iakhs were beyond economical re­
pairs and sanction may be accorded for their 
<lisposal. A studv team of Department of 
Personnel and Administrative Reforms, Gov­
ernment of Todia after a detailed studv of 
utili~ation of road construction machines 
pointed out in October 1984 that the low 
utilisation was due to Jack of advance n1an­
nintT and prnQrammin!!. reluctance of State 
PWD to utilise the machinec;. unsuital!ilitv 
of ecminmen t<> and lack of acleouatc facili­
tie<; for l'cpairs. storage and maintenance. 

13.16 Lcl'y nf fees nn permanent hrid~es 

TJnder Section 7 of th '! National Hiqhwavs Act. 
1956 ::i~ nn1enden hv N~tional Hi,!!hways (Amendment) 
J\ct. 1977. the Central Government m~y, bv notifiea­
ti,m in the offic ial gazette, levy fees nt such r:ite as 



may be laiu down by i:ules m~dc in l!1is be~rnlf . ,on 
permanent bridges cost.mg mo1e than R s. _5 lakhs 
each completed and opened to traffic on or _afte: 1st 
April 1976. Such fees are inte1:ded t? be levied tor ;J. 

limited period and are to b~ d~scont_rnued . as ~oon ~s 
the full capital cost of the bndge mcludtn? mtere~t 
thereon as also the main tenance and sp ecial_ repair 
expenditure thereon upto the date of c11scontmuance 
oE th.., levy of fees has been recovered. 

Under Rule 5 ( 1) of National H ighways (Fees fo r 
usc of Permanent Bridges) Rules 1978, ull such fees 
shall be collected by the executive agc1:~Y concen~ed 
on behalf of the Government of India. fhe execut1 ve 
agency concerned s~all fur~ish to tl~ e . Pay and 
Accounts Officer, National H1ghways, Mm1stry. of Sur­
face T ransport (Roads Wing) every qu~rter 111 .first 
week of Inly, October, January and April. 

(a) a consolidated statement showing month-wise 
the amount collected and r·.!mittecl on 
account of fees proceeds ~n r~spect o.f each 
Permanent Bridoc alongw1th tne details of 
number and dat:' of demand draft with which 
th is amount was remitted; and 

(b) break-up of the month-wise expenditwe in ­
curred on each bridge by the executive 
agency requi red to be reimbursed on acc~:rnn t 
of the collection of fees on the basis of 
ac tual expenditure. 

A test check of the records of the Roads Wing and 
the Pay and Accounts Officer revealed that.while St~te­
wise details of fe~s collected and e>rpend1ture reim­
bursed were available, bridge wise details were not 
available with the Road s Wing. As a result, the Roads 
Wina had no means of watching whether entire capital 
cost 
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of n particular bridge had been recovered for 
taking action for the d iscontinuation of the levy of 
fee. Furthe1· a: test check in Audit of the records of 
NH Divisions in the States revealed that delay in 
levying. toll fee on bridges costing more ~han Rs. 25 
Iakhs resulted in postponement of collect1011 of reve­
nue of Rs. 543.01 lakl1s as per details given below : 

Ci) In Himacbal Pradesh, no toll fees was being 
collected on Bajoarn b ridge on Chand igarh­
Mandi ro~1 tl (NH-2 1) since J uly i 986 re­
sulting in non-collection of revenue of 
.Rs. 13 .21 lakhs per annum. 

No action was initiated to levy fees in respect of 
the brid!!e on Kuther Khad No. 1 (NH-22 ) construc­
ted at a~ cost of Rs. 31 .52 lakhs openerl to traffic in 
January 1988. 

(i i) Tn Madhya P radesh, Nandanwara Bridge on 
NH-43 was opened to traffic in July I 976 
but the coll ~ction of fees started only from 
July 1981 resulting in postponement of col­
lection of revenue to the tun e of Rs. 9.::rn 
lakhs. 

( ii i) In Maharashtra. in respect of Kalwa bridge 
on combined diversion Qutside T hane and 
13hi w<~ ndi town (NH-3 and 4 ) , and Kashcli 
bridge on NH-37, wh ich were openerl to 
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traffic in Scptclllhcr i<JS2 and Ju ~c 1985, 
the J c1.: collecLion started from J )th June 
i 984 and J 5th August J 987 rcspectiv~l y. 
T his resul!cd in postponement o[ collect1on 
af rewnuc to the tune of R s. 11 2.86 lakhs 
for five years and Rs. J 4.33 Jakhs for two 
ye::u s respectively. 

(iv) In Rajasthan, the levy of tol~ fe~ has not yet 
started (June 1988) on a bridge at Km. 258 
on NH-12, constructed at a cost of Rs. 33.5 L 
lakhs and opened to traffic in M~rcb 1987 . 
This has resulted in non-collect1on oE re­
venue of Rs. 19.06 lakhs per annum. 

(v) Jn Uttar Pradesh, there was a del~y . of. 
about five years in the issue of not1ficat1.on 
for collection of fees in case of two maior 
bridges. One bridge on river Ganga at 
Jajmau (Kanpur) on NH-25 wes op?ned 
to traffic in January 1977 but the notifica­
tion fol' toll collection was issued in Janu­
ary l 982. T he second brid~e over river 
Rind at Km. 464 of NH-2 wao; opened to 
traffic in April 1982 but was notified for toll 
collection in March 1987. This resulted in 
postponement of collection of rev;nuc to the 
tune of Rs. 318.47 Iakhs and R s. 55.80 
lakhs respectively. 

13 .17 011tstandi11g recovery 

A test check in Audit of the records of NH Divi­
sions in th ~ States revealed that an amount of 
Rs. 443 .28 lakhs was pending recovery from various 
con trac tors and other agencies. Bri ef details ~re given 
below: 

(i) I n Assam, a '.:um o[ Rs. HI. 7S lakhs representing 
extra cost for balance work !Wt executed at the risk 
and cost of the defaulting contractor and completed in 
Ma rch 1986 was recoverab le from the contractor 
whose contract was rescinded in respect of constrnc­
tion of perman ~nt brid ~e over river Lower Gabru. 
Besides an amount of Rs. 0.98 lakh representing ex!.. 
cess payment and cost of materials was also recover­
able. 

(ii) In Karnataka, 57 contracts were rescinded after 
J 975. The extra cost in completing the balance works 
recoverable from the defaulti ng contractors was 
amountin g to R s. 316.06 Jakhs ·of which Rs. 10.93 
lakhs were recovered. T he balance of Rs. 305.08 
lakhs is p::nd ing recovery ( May 1988). 

(iii) Jn Kerala, in four cases in which contracts 
were termina ted at the risk and cost of the original 
contractors an amount of R s. 34.21 lakhs was pend­
in g recovery for over fi ve yea rs. Tn two other cases 
wh('rc contract' were similarly te rminated the asscss­
me11t of liabil ity of contr;ictors was pendin(:! for more 
than one year (May 1988). 

(iv) In Oris~a , the work of cnnstrnction of high 
level bridgr over river Bait rani on NH-6 was 
!c<1 incom nlcte bv the contractor. Th e cont ract was 
rescinded in Dec.ember l 98S ;:i nri the bnfance work. 
wn <> .!!o t executed depcir1mentalfv cit the con tractor's 
risk and cost. A sum of .Rs. 9. 72 lakhs (Rs. 7.05 lakhs 
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on accoun t of extra cost and R s. 3.10 lakhs 0n 
account of departmental materials not returned by t.hc 
contractor less R s. 0.43 lakh on account of secunty 
deposit recovered) was pending recovery till May 
J 988. 

( v) Jn Rajasthan, in respe.ct of t.he work. of cons­
truction of approaches on either side of high level 
bridge over river Banganga on NH-11, a sum of 
Rs. 14.86 Iakhs (Rs. 3.06 lakhs over paid to the 
contractor in running bills and Rs. 11.80 lakhs on 
account of extra cost of balance work got executed at 
his risk and cost as the cont(act was rescinded in 
January 1986) was pending recovery. Action to re­
cover the over-payment to the contractor and disci­
plinary action against the officials responsible has not 
been taken so fa r (June 1988). 

( vi) l n Utta r Pradesh, 13 cranes were loaned in 
1971 to a State Government undertaking, for use on 
works fo r which hire charges had not be~n recovered. 
l n F ebruary 1988, the Roads Wing decided to hand 
over t hc~c machines to the undertaking on sale basis at 
depreciated value (January 1985) claiming arrears of 
hire charges for the period f971 to 1984. A rnm of 
Rs. 3 ·~r67 lakhs (Rs. 28.05 Jakhs as hire charges and 
Rs. 11.62 lakhs being the sale price of cranes) were 
recoverable from the undertaking in April 1988. The 
Superintending Engineer (Mechanical) of the R oads 
Wing at Lucknow stated in April 1988 that action for 
recovery was in process. 

A sum of R s. 19 .44 lakhs being th e share of cost 
of 38 metres of bridge over Hindon cut ca nal to be 
met by Ghaziabad D evelo pment Authority was await­
ing recovery since March 1983. 

A sum of Rs. 8.54 Iakhs on account of shortage of 
st9nc boulders (supplied free of cost b_y the Depart­
ment). noticed during 1974-76 was pending recovery 
from the contractors, executing the work of providing 
r;f stone boulder pitching on guide bund, on Unnao 
side of bridgt, over river Ganga at Kanpur, on NH-
25. The State PWD had ordered the recovery in 
Septembe r 1983. 

! 3.18 Other topics of intei•est 

13.18.1 Excess levy of agency charges : In Aruna­
chal Pradesh, the State PWD claimed departmental 
:harges at the rate cf 12 per cent and 23.75 per cent 
of expenditure on origin al and maintenance works 
respectively Rga in st an enti tlement of 9 per cent agency 
charges d uring the period from May 1985 to Decem­
ber 1986 resultin g in excess reimbursement of aoency 
charges of Rs. 7 .28 lakhs (Rs. 3.91 Jakhs on or(Rinal 
works ar.cl Rs. 3 .37 1akh; °'on maintenance works).-

13 . l 8.2 Irregular refund o f interest : I n re1rnrd t0 
th e paym'ent of aclvnnces to Sta te Government U nder­
taking, a construction agency in January 1982, the 
Gove rn ment of Inclia informed the State Government 
that th r 1 h ~ cl no ob jection to the payment of advances 
subjec t tn the cond ition that noramal interest was 
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charged. In contravention of these instructions, the 
State Government on a request (July 1985) from the 
Kerala State Constrnction. Corporation waived the 
recovery of in terest and p a id back to the Corporation 
(Mach 1987) the amount of Rs. 39.73 Jakhs recovered 
as interest. 

13. J 8.3 Extra expenditure due to execution of works 
iv.'tll different specifications : In M adhya Pradesh, extra 
expenditure of R s. 12.45 lakhs was incurred by four 
National Highway Divisions on various works in 
execution of works requiring pre-mixed seal coat type 
'B' due to u sing higher specifications prescribed for 
liquid seal coat type 'A' . 

13.1 8.4 L oss of Stcres : (i) in Andhra Pradesh, 
2048 drums (322.56 tonnes) of bitumen (cost : 
Rs. 3.81 lakhs) required for strengthening NH-9 be­
came unfit for use due to its improper storage. 

(ii) In Kera la, a case of shortage of materials and 
to-ols and plant costing R s. 5.67 lakhs was noticed at 
the time of handing over charge by an Assistant Engi­
neer at Palaghat division in J une 1980. The matter 
which was reported to the Chief Engineer in August 
1984 remains to be investigated_ 

l n the case of another work, 133 barrels of ':>itu­
men (cost : R s. 1 .23 lakhs) issued to a contractor was 
reported to h ave not reached the site of work. 

( ii i) In Punjab, against the requirement of 541.02 
tonnes of bitumen, 1691.94 tonnes were booked 
against a work on. NH-1 at Amritsar. Subsequently 
921.90 tonnes were withdrawn. Whereabouts of 
balance quantity of 229.02 tonnes of bitumen (cost : 
R s. 6.49 lakhs) were nm known to the D epartment. 

( iv) In West Bengal, 5.02 lakh of bricks (cost : 
Rs. 1.76 lakhs) meant for Durgapur Palsit expressway 
were lost due to theft. Further, road metal and earth 
worth Rs. 23 .96 la khs was repor ted to have been pil­
fe red dur ing prolonged construction of Belgharia. 
Expressway. 

13.1 8.5 Wrong credit of revenue to State Govern­
!11ent account : In G oa, though the expenditure incurred 
on capital cost and maintenance of feny services on 
Manda vi river on NH-17, was borne by the Roads 
Wing, yet revenue of Rs . 84.22 Iakhs earned by way 
oE levy charges for fe rrying vehicles from October 1986 
to June 1988 was credited to the revenue head of the 
State Government instead of the Central Government. 

J 3.1 8.6 Splitting of warks : T he Roads Wing on 
the recommendation of Committee on Agency System 
that the splitting up of works should be discouraged as 
the same favoured small contractors who did not 
poosess requisite expertise, fi nance or equipment to 
c~rry out the works of desired quality, issued instruc­
tions in -August 19_84 that the splitt ing of NH works 
should not be resorted to and if necessarv should be 
rlone with the pr ior approval of the Roads Wing. 
These instructions were not followed by the States, 



in the cases mention.d below which were noticed dur­
ing test check : 

S. State 
No. 

2 

(i) Cha ndigarh 

(ii) G oa 

(iii) Gujarat 

(iv) Himachal 
Pradesh 

(v) Meghalaya 

(vi) Pondichcrry 

Name of work 

3 

Widening of NH-21 
from 4 lanes to 6 
la nes in Km. 4 .0075 
to 8 . 3 towards 
Ambala. 

Construction ofBve­
pass to Mapusa 
town. 

Widening o f four 
lanes o f Ahmedaba<l 
Bye-pass (Job No. 
008-G.T-85-0 10). 

Providing Parapet in 
Km. 199/775 to 217 
and Km 184 to 198 

Est imated 
cost 

(Rs. in 
lakhs) 

4 

42 .05 

58. 45 

152 .50 

6.52 

of Chandigarh-Mandi-
Manali Road (NH-21). 

St rengthening of 42 .78 
hard crust from 
Km. 38 to 43 of 

1H-5 I. 

Strengthening the 50. 35 
reach from Km. 20 
to 24/575 
45-A. 

of NH-

Part!-
into 
which 
split up 

5 
----

2 

2 

8 

7 

7 

3 

13.18.7 Extra payment not warranted : (i) Jn 
Kerala, extra payment of Rs. 26.48 Iakbs on account 
of conveyance charges for earth was made to a con­
tractor for the work of construction of approaches to 
a bridge on NH-47. The rate for earth work as per 
negotiated condition of the contractor was Rs. 199.65 
mch:sive of conveyance charges 'Of R s 126.10 per 10 
cubic m etres for transportat ion from Panavally. The 
coptracto r was allowed to obtain sand by dredging 
from the river at site and transporta tion was not in­
volved. 

(ii) Further in th ·~ case of construction of bridge! 
a t NH-17 which was completed in September 1986, 
extra payment of Rs. 8.49 lakhs was made to a 
contractor treating the well formation through "Peat. 
st·ata'.,... as an extra item , though the agreement pro­
vided for sinking wells through all types of soils. 

l 3. l 8 .8 Irregular payments : (i) For the work o f 
"Re-alignment of junction of NH-23 and NH-6 near 
B arkota" in O rissn in response to a tender call 
no tice of July 1984 , seven tenders were received. 
T he State PWD rejected the three lowest tenders as 
the tend~rers did not accept a post-tender condition of 
the department for completing certain items of work 
by June 1985. The work was awarded to fourth 
lowest tenderer at his negotiated tender cost o f 
Rs. 105.82 lakhs viz., Rs. 12.12 Jnkhs above the 
lowest tender, without !)enal clause for non-comple­
tion of these items of work by June 1985. Till June 
l 985 only 25 per cent of laying sub-base a nd 40 per 
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crnt of culvert work were completed. T hus due to 
stipulation of a post tender condition and non-inclu­
sion of penal clause in the contract for ensuring its 
compliance fo r which higher rates were agreed to 
1 esulted in undue benefit to the contractor . 

( ii) In Manipur, in five cases, an amount of R s. 
12.59 lakhs was paid for extra and deviated items 
without the sanction of competent auth'Ority. 

13.19 Monitoring 

13. l 9.l Monitori11g by Ce11tre : Monitoring of vari­
ous ongoing activi ties concernin~ road and bridge can­
st ruction in both financial and physical terms is vital 
fur identifying lacunae in execution and laking timely 
remedial measures. To facilitate monito ring by the 
Ministry, a system of submission of quarterly progress 
reports by the State PWDs was in vogue. 

A review ·of the posit ion of receipt of quarterly pro­
gress reports in respect of the ongoing works revealed 
that for the quarter ending D ecember 1987 and March 
1988 progress reports in respect of 94 per cent and 
78 per ce11t respectively of the works had not been 
received by the prescribed elates. 

The effectiveness of the system of crit ical review 
for cutting down delays in completion of works was 
not confirmed by the Roads Wing. 

However, a test check of a computerised list of 
ongoing wurks updated till September 1987 revealed 
that 29 works sanctioned during June 1982 to Sep­
tember 1985 could not be taken up for execution . 

i3.19.2 Moniroring by States : The Committee on 
Agency System had inter a/in recommended ( 1983) 
that every State should set up adequately staffed cell 
which should be exclusively responsible for monitoring 
the progress of all Natrona! Highway works and for 
supplying releva nt information to the Ministry on a 
regula r basis. The Roads Wing requested the States 
to implement the recommendations in January 1984. 
A review of the reports r eceived in this respect from 
Stntes revealed the following position : 

(i) No m onitoring was done in Assam , as the 
State expressed inability to take up moni­
toring unless the agency charge was raised 
from 9 to 15 pe,· cent. 

(ii) A separate monitoring cell was opened m 
Bihar from April 1985 only. 

(ii i) Jn Gujarat there was no exclusive cell for 
monitoring NH works. There was nn system 
fo r coordination. control and watch o[ the 
progress of works from time lo time. 

(iv) A small cell was established in 1986 in 
Madhya Pradesh under a n Assistant Engi­
neer wh ich was mainly confined to compila­
tion of information. 

( v) No separate moni toring cells were established 
in the States of Arun achal Pradesh. A~sam , 
H aryana, Himachal Pradesh. Keraln, Mani­
pur, M eghalaya. Punjab. West Bengal an d 
the Union T errito ry of Chandigarh. 
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CHAPTER 1\1 

Ministry of Urban D evelopment 

1-.J. . Integrated development or small an<l medium 
towns. 

14.1 ImrOduction 

The Centrally sponsored scheme of Integrated _Deve­
lopment of Small and Medium . :i:owns (herem~ft.er 
referred to as the scheme) was 1111uated by the Mims­
try of Urban DeveloP.ment (Ministry) in D ecen:ber 
1979 to accelerate the growth of small and medium 
towns so as to enable them to act as growth and ser­
vice centres for the rural hinterland. With the intro­
duction of this scheme earlier scheme of 'Integrated 
Development of Metropolitan c~ties _ a?<l Areas. of 
National impo1tance' in operation dunng the Fifth 
Five Year Plan was discontinued. 

14.2 Scope of Audit 

T he records relating to the implementation of the 
scheme were test checked by Audit in the Ministry 
and also in the coordinating D epartment a nd imple­
menting agencies in 25 States ad four Union "T~r~i­
tories (UTs) with particular reference to the acttv1t1es 
duri11g 1980-81 to 1987-88. Important findings arc set 
Earth in the succeeding paragraphs. 

14.3 Organisational set up 

The Ministry of Urbun D evclopmnct is responsibk 
C:..;r. ~1pproval o[ project reports, release of central 
assistauc,~ and monitoring o[ physical and financial 
progress of the :.cheme. T he processing o( tbc project 
reports rcc;:iw d from States/ UTs and monitoring \\as 
entrusted by the M inistry to the Town and Country 
Plann ing Organisulion (TCPO). At the State levd 
tlJe work was to be coordinated by the Department 
cf the State Government o r th .; State level agencies 
like Housing Board, 5lum Jmprovemenl Board etc. 
T he State Governments were to identify rhe agency/ 
::igencies to prepare and implement the scheme. Set­
ting up of efieclivc mcchinery for coordination , moni­
t:)ring and evaluation of the scheme at the town and 
State level was also envisaged. 

14.4 Highlights 

T be Cclltrnlly sponsored scheme with cen­
tral assistance on matching basis was 
initiated in December 1979 by the Minislry 
of Urban Developmcut. It was intensified 
in the Sb: th Five Y car Plan with an outl:n· 
of Rs. 96.00 crores with the objective o-~ 
developing 231 towns which could act as 
growth a nd service centres for the rn ral 
hinterland so as to reduce the rate of mig­
rat ion from the rural to the urban are::i'i. 
The c;cheme was extended to cover acldi-
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tonal 102 towns during the Seventh F ive 
Year Plan, 

Although lbe scope of sclteme was extended 
in tbe Seveuth Jhve Year Plan to cover 
towns having a population o[ Jess than three 
lakh.s; tbc plan outlay of only Rs. tsb.Oll 
crores was made to cover 102 additional 
towns alongwith spill over works as agaifiSt 
Sixth Plan outlay of Rs. 96 crores. 

The budget provision made and the actual 
release ot: central assistance fell short of the 
plan outlay. Against the plan outlay of 
Ks. 96.00 crores, only Rs. 6.j.57 crores were 
released during Sixth plan. Central assis­
tance released during Seventh P lan period 
was also less tbau the budget provision~ 
made duriug 1985-88. 

Against the total release oi central assistance 
of Rs. 111.22 crores to the States during 
1980-81 to 1987-88, the State Goverrummts 
bad provided as their share only Rs. 84.25 
crores. 

Against the availability of R s. 195.47 crores 
during the period 1980-81 to 1987-88, the 
implementing agencies spent Rs. 144.70 
crores only. The amount remaining upspent 
rauged between 28 to 60 per cent, during 
Sixth Plan in three States while it was bet· 
ween 79 and 89 per cent during Seventh 
P lan iu three States 

Io 13 States and two Union Territories in 
case of 25 towns for which central assis­
tance of Rs. 461.55 lakhs was released dUl'· 
i11g the SixtJ1 Plan, expenditure incurred 
upto January 1988 was less than 25 per 
cent. In two States, in the case of fom: 
towns (approved cost of Rs. 300.49 lakhs) 
for which central assistance of Rs. 60.05 
lakbs was released upto 1986-87, no expen­
diture was incun'ed till January 1988. 

In 13 States and tbrce Union Territories h' 
case of 58 towns for which central assistance 
of R s. 950 lakhs was released during 
1985-87 no expenditure was incurred till 
end of January 1988. 

R elease of central assistance to the State~ 
by the Ministry was not regulated evenly. 
During the year 1985-88 the amount o l 
assistance released in March ranged bet­
ween 36 and 73 per cent of the total release. 
In case of nine states 100 per cent central 
assistance was releas~d in the month of 
March in some years. 



Physical progress of devc_lopment oi towns 
was tardy. T est check in States revca!ed 
that out oi 235 towns taken up dun .cig 
Six h P lan period, tlle schcrn2 in 25 •.owas 
only in foar States bad been completed l>y 
March 1988. 

Test check of the expenditure incurred v:s. 
a-vis approved cost revealed that out _?1 
235 towns, 6S towns had spent less thnn ;:ii) 

per cent of the funds. 

Benefits envisaged for Economically Weaker 
Sections (EWS)/Low Income Group (Lf~) 
persons were no! achieved. Targets set l:or 
coverage oi plots for EWS/ LIG was _much 
less than SO 2M d 20 per cent as cnv1:saged 
in the scheme. Against the targets actual 
accomplishment in States, where scheme was 
taken up it was upto 44 per cent only. 

T here was uo achievement under Low Cost 
Sanitation Scheme (LCS) till end of Six1h 
Plan (March 1985). Even though projects 
for Rs, 1797 .63 Jakbs were approved and 
ce11tral assistance of Rs. 673.64 lakhs wHs 
released to 12 Stales, achievem~mt in terms 
of physical progress in six state~ viz., Bibar, 
G ujarat, :Kenda, Meghalayn, M1zoram. a~ci 
Orissa was less than 5 per cent wh!le m 
Maharashtra, it ranged between 5 to 10 _per 
cent. In four States viz., Karnutaka, Pm_i1ab, 
Tamil Naclu and West Bengal, the acluevc­
ment was beiwecn 25 to 50 per cent during 
the first three years of the Seventh Plan. 
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F unds over Rs. 350 lalills were diverted by 
immplementing ag,encies to work~/~mpo:o1cs 
not included in the approved pro1ec1s. 

Funds amounting to Rs. 240 lakbs were 
blocked due to works remaining incompl~ie 
for consideri:b1e time in six Statcs/ Umon 
Territories. 

Assets over Rs. 290 Jakhs remail1ed unu! i: 
Used in six States due to absence of essenti~u 
facilities, bad location, delay in dis110sal due 
to lack of public response etc. 

D elay in commencement and exccuti~>n ?i 
works by two or more ye::!rs was noticed rn 
s·x States aHer approval of the projects. 

In five Sfates works were abimdoned or 
were l~·ing incomple~e due to de~cctive pla~­
uil:~ or paudty of funds on which .expemh­
turc of Rs. 145.43 lakhs bud been mcurrcd. 

The monitol'ing oi the scheme at the Cei:t•e 
as well in the Stattes was not effective. 
Sta les did not furnish progress rcpor~s tu 
the Ministry regufal'ly. Out of 328 t own.:; 
covered upto 1987-88, 206 towns (63 p~r 
cent) had <iot b2cn inspected by the Cenlr!:l 
tea m. even {)nee. Non-e of the towns ·wns 
vis;ted in six States till August 1988. 

Study uuderfaken Lly Regional Centre o;· 
Urban and Environmental Studies, Bomboy 

in 1986 revealed certain consfrainls ancl 
shortcomings in the impkmenta1ion of the 
scheme and certain recommendat1ons to 
ornrcGmc them. Ministry stated that the 
recommendations would be k~pt in view 
while formulating the new scheme or a 
revised scheme for implementation dm"ing 
Eighth Five Year Plan. 

14.5 Coverage and objectives 

The scheme was intensified and taken up in the 
Sixth Five Year Plan with m1 outlay of Rs. 96 crorcs 
to cover development of 231 towns in the country 
with a population of one lakh and below as per th.: 
1971 census, preference being given to district head­
quarter towns followed by sub-divisional towns, mandi 
towns and other· important growth centres. 

The scheme wits continued during the Seventh Plan 
with an outiay of Rs. 88 crores to cover 102 towns 
and also for financing ongoing schemes taken up in 
Sixth Plan wh~n the coverage was extended to towns 
w!th a population o f less than three lakhs. 

The objectives o ft th ~ scheme were : 

(i) to reduce the ::ate of migration from rural to 
the urban ::u't.as (especially metropolitan 
and large cities) ; 

(ii) to locate economic activities and job oppor­
tunities in c;uch a way as to promote even 
a nd balanced population d ispersal ; 

(iii) to develop small and medium towns which 
can act as counter magnets to the metropo­
litan areas and subserva rural d evelopment; 
and 

(iv) to make special efforts to tackle the problem 
of slums on a more enduring hasis. The 
scheme laid <>tress on the benefits being en­
sured to persons belonging to EWS and 
LIG to the extent of 50 and 20 per celi! 
respectively under sites and services. 

14.6 Pattern of assistance 

Central assistance for Rs. 40 Jakhs o r 50 oer cent 
of total cost whichever was less was to be provided 
on matching basis where the project cost was around 
R s. 1 crore. An additional amount of R s. 15 lakhs 
was also made available as central assistance for LCS 
works subject to certain condition.>. During Seventh 
Plan, the pattern ofl assistance was revised on 50 : 50 
basis enhancing the limit of central assistance to 
Rs. 52 lakhs. It was stipufo.ted that in a project of 
R s. 104 lakhs an amount of R s. 1'l lakhs shall be 
specificaJly earmarked compul>orily for LCS on 50 : 
50 ' basis between Central and State Government. In 
addition a matching central assistance of R s. 8 Iakhs 
per town was also available for LCS on optional basis 
if the State Government contributed equal amount. 
The central assistance was to be in the form of soh 
Joan to supplement and strengthen the res0urccs of 
the implementing :igcncirs nod carried an interest 
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rate of 5.5 · per cc11 1 ( J 979-80) which was gradually 
in.:rca ~cd to 9.25 p.;r cent ( 1987-88) repayable in 25 
years with a moratori um crf five years. 

The scheme comprised of followin~ two sets of 
components :- ' 

(i) Components eligibic for central Joan assis­
tance on m atching basis covering (a) Janel 
acquisition and development (b) traffic and 
transportation (c) development ofi mandis 
and markets, indusrrial estates, provision 
of other services and processing of facilities 
for the benefit of agricultural and rural 
development in th e hinterland . 

(ii) Components for which funds were to be 
found from Sta ~e planslUnion Territory 

A t the time of introduction of the schc.mc in 
1980-81, an outlay of Rs. 96 crores was envisaged 
for th :: peri od J 980-85. A gainst this, a budget pro­
vision for only Rs. 87 cn>re-.. ( 9 1 per ce111) was m ade . 
in the central budget d ~o;rite the fact tha t the scheme 
of Low Cost Sanitat ion (LCS) was brought under the 
purview of central assi ;ta:icc and also the limit ot 
central assistance was eo banccd during 1983-84. 
Against this, centra l as3istance vn10tmting to Rs. 63 .57 
cfores (66 per cent) of total o utlay was only r eleased 
by the Ministry. However, against the budget provi­
sion or R s. 49.50 cr ... m.: ; for the year 1985-86 to 
1987-88 central assi-; tance amounti ng !o Rs. 4 7 .65 
.:rares '''•1s rcka-,ccl to end of M-arch J 988 . 

14.7.2 As per 197 1 c.::nsus, there were 3029 town s 
with a popula tion ofi one lakh and below, out of 
which 235 towns were covered in the Sixth Plan for 
which an outlay of R s. 96 crores was provided. Tho­
ugh a policy decisio n <O extend th e coverage of towns 
having a popu lation of less than three lakhs was 
taken, an outlay of R s. 88 crores only was p rovided 
in the Seventh Plan for coverin$! additional 102 towns. 
T hus the physica l and financial targets under the 
scheme were reduced du ring the Seventh Plan though 
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Plans but which must fonn part of the in­
tegrated scheme, the components being (a) 
slum improvement (b) low cost schemes of 
\'later supply, sewerage drainage and sani­
tation (c) pr~ventivc medical facilities! 
health care (dJ parks and playgrounds and 
(e) assistance for the purpose of making 
modification wh erever necessary to permit 
mixed land me. 

14. 7 Financial outlay 

J 4. 7 .1 Deta ils of outlay on t cntral assistance in the 
Sixth and Seventh Five Ycur Plans, ccn1ral assistance 
released, total funds availabie with the impkment­
ing agencies (including Sta te':. portion) and expendi-
1 ur e incurred there against arc given below:-

the scheme had been enlarged to cover tO\·VllS with 
a popula tion upto three lakhs. 

14.7.3 Central assis1.an c.e of R s. 79.10 lakhs was 
r eleased as initial instalment during the Sixth Plan 

_period for projects with approved cost of R s. 531.33 
Jakhs in respect ofi town:;, one each in the States of 
Andhra P~adesh (Chittor), Bihar (Chapra), Haryana 
(Arobala), Karnataka (Karakala), Uttar P radesh 
(Ghazipur) and two in Gujarat (San and, Dcngam), 
AJthough expenditure of R s. 100.19 lakhs was in­
curred upto January 1988, no further release of cen­
ti:al assistance was made till J anuary 1988 whic& in­
dicated that I he p rogrt:s. o f these p rojects was hefd 
up. 

Ministry stated , in J auua1y l 989, that implemen­
ta tion o f the projects is the responsibility of the State 
Governments and th at progress of the project is link­
ed to the various relare.J issues like land acquisition 
etc. 

1-L7.4 Aga in~ t the r·::)cnse of central assistance of 
R s. 47 .65 crores during 1985-88, State Governments 
had provided from their budg':!t R s. 29 .94 crorcs (63 
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per ccnr) o( central assistance only though the 
scheme envisaged funds on m.atching basis by Central 
and State Governm~nts. Th'.! funding of the scheme 
by States was significantly low in the following cases : 

Stale 

----------
S ixth Plan 
Madhya Prauesh 

Orissa 

Rajasthan 

S.:re11th Pfau 
(1 985-86 to 1987-88) 

Bihar 

Guja ra t 

Raja stha n 
--------

(t n lakhs of rupees) 

Central State 
assistance funding 

297.34 

212.50 

486.00 

309 .90 

193.98 

'.266. 91 

100.46 

97. 71 

153. 70 

67.72 

46. 30 

56.00 

Mi.n.istry stated ;n January 1989 that Centre had 
no direct control over the release of matching c11ntri­
bution by the State Governments. 

14.7.5 Against the total availabilitv of Rs. 117.88 
crores during the Six th Plan period and R s. 77 .59 
crores during the years 1985-86 to 1987-88, the im­
plementing agencies had spent R s. 93.80 crores (80 
per cenr) and R s. 50.90 crorcs ( 66 per cent) only 
rcspectjvely leaving R s. 24 .08 c1 ore.; and Rs. 26.69 
crores unspent on 31 st March, 1985 and 1988 res­
pectively. States where the amount left unspent with 
the implementing agencies _exceeded 25 per cent of 
funds made available during the Sixth and Seventh 
Plan are mentioned below :-

tln lakhs of rupees) 

Stat cf UT Total Amount Balance Percentage 
fu nds spent left of unspent 

available unspent amount 
--------- . - -------

2 3 4 5 
--- ----- --·- --· - ·--- ---- -

S ixth Nan 
B ihar 692. 7.1 495.74 197.00 28 

Himachal 139 .78 82.24 57.54 41 
Pradesh 

Karnataka 650 .50 260.03 390 .47 60 

Se ve11tli Plan 

Bihar 607. 11 IOI . 39 505.72 83 

Maoip ur 102.00 I I. 32 90 .68 89 

Tripura 76 .50 16 38 60.12 79 
- - -- ------ --

14.7.6 In 13 Statl!s <tnd two Union Territories, in 
the case or 25 towm (approved cos ' R s. 2058.491 

lakhs) as detailed in A ppendi:< II for which central 
assistance of R s. 461.55 lakhs was released in Sixth 
Plan, expend iture incurred upto January 1988 was 

' 

Less than 25 per cent. In three towns viz., Chapr::t , 
Dumka, 'Gopalganj in Bihar (approved cost of 
Rs. 220.36 lak.hs) and in Kailnshah:tr town (approved 
cost R s. 80. 13 lakhs) in Tripura , taken up during 
sixth plan, for which central assistance of R s. 60.05 
Jakhs was released upto 1981)-87, no expenditure was 
incurred till January 1988. 

ln 13 States and thre~ U1's iµ case of 58 towns 
(approved cost Rs. 5214.14 Jakhs) as detailed ill Ap.­
pendix III taken up in Sewnth Plan for which Central 
assistance of Rs. 949. 7 6 lakhs was released during 
1985-86 and 1986-87, no expenditure was incurred 
till the end ofr January 1988. 

Position of towns in terms of expenditure incurrt>d 
upto January 1988 vis-a-vis approved cost was as 
follows : 

Percentage of expcud iturc 

More than JOO 

Mo re t han 75 and upto 100 

More than 50 and upto 75 

M<)rc than 25 and upto 50 

UplO 25 

No. of towns 

25 

69 

73 

26 
--------

Ministry stated in January J 989 that the imple­
mentation of the scheme was dependent upon local 
factors for which ;1ctioa has tl> be taken hy the State 
Governments. . I· 

14.7.7 The State Goverurnentsj Un:on Territories 
were required to rekase the central assistance received 
fro T', Centra l Govcmmrn: prdcrably within one 
month of its receipt lu th;! implementing agencies. It 
was noticed that full amount was not released by six'­
teen States to the implementing agencies. 

Ci•cs where shortfa ll was significant are given 
below: 

Cases of short release of central assistance by Sra­
tes by more tha1t 25 per cent. 

(lo lakhs of rupees) 
----

State Central Central Shortfall Percentage 
assistan1:e assistance of 

received released shortfaJJ 

2 3 4 5 
-----· 

Sixth Pfau 

Bihar 332.21 244.00 88.21 27 

Madhya 297. 34 202 .50 94.84 J2 
Pradesh 

W est Bengal 525 . 32 365.95 159.37 30 

Se1'l'111'1 Plan 

Andhrn 3-19. 20 243.20 106. 00 30 

Prat.l.:'>h 

B1har 309.90 81.22 228.68 74 

·-----

-( 
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There were also J elays in releasing central assis tance in States by 12 months or mure as shown be­
low:-

-· - -- ---- - - --------
State Period of Amount of Period of Remarks 

release central delay in 
assista nce months 

released 
late 

(Rs. in lakhs) 

2 3 4 5 
---

Andhra Pradesh 1982 37.75 21 to25 

Haryana 19S3-S4 13 .00 12 

1985-86 5.00 12 

1986-87 35 .00 12 

K arnataka Upto 49 

Kera la March 1985 to 47.40 U pto 17 

September. 1987 

Madhya Pradesh 

Maharashtra 

Tamil Nadu 

Uttar Pradesh 

West Bengal 

1985-86 
1986-87 

1982-83 to 

1987-88 

August 1984 to 

May 1987 

1985 

1983-84 

1984-85 

March 1987 

14.7 .8 Uneven release of assistance.-The release 
of central assistance to th<: States by the Ministry was 
not regulated evenly. The amounts released in the 
month of March in four years from 1985 to 1988. 
consti tuted 36 to 73 per cent of the total releases 
made during these financil years. 

The perccnta.1?e o [ assistance released duri tH! the last 
month of the financial year to the States of Assam. 
Himachal Pradesh, Nngaland (1984-85), Assam, H ar­
yana, Nagaland , Oris<;a, P unja!-. (1985-86), Orissa , 
Sikkim, Tripu ra (1986-87) and Himachal Pradesh. 
Orissa, Punjab, Raj:ist irnn , Tripu ra (1987-88) wa~ 
100 per cent of the total central assistance released 
during the year. 

The Ministry stated in November 1988 that State 
Governments approached for release o[ central as~ i ~­
tance in the last quarter uf th e fi nanci al yeat . Ministry 
further sta ted in Janua ry J 989 that though the desir­
ability of uniform flow of funds throughout the year 
has been impressed upon the Stat~ Govern •11,cnts from 
time to time, the path!! n of absorption of fund has 
not changed because of t:1e difficulties on execut ion 
of the projects. 

53.841 12 or more 
63.47 J 

Upto 35 

159.06 Upto 60 

89 .80 Upto 19 Tn case of 9 Municipal ities only 

2.00 30 Not released till June 1988. 

7.00 20 

28 .00 Upto 24 

20.00 Upto 39 

10 .00 15 Not released t1pto June 1988. 

14.7.9 Irregular expenditure.-A sum of Rs. 2.82 
lak.hs was spent on vehicle<> in Bihar (R-'. 1.02 fakhs) 
and M adhya Pradesh (Rs. l.80 Jakhs) though expen­
diture on vehicles was specifically excluded from the 
purview of the scheme. An amount of Rs. 27.45 Jakhs 
was also spent in Bihar (Rs. 2.64 lakhs), Madhya 
P radesh (Rs. 14.24 lakhs) and Uttar Pradesh 
(Rs. 10.57 lakhs) on purchase oft road rollers. tractor 
trollies, diesel generator sets etc. which were outside 
the scope of the ~chem>!. In Anakapalli town (Andhra 
Pradesh) Rs. 7 .54 lakhs were spent on improvement 
of !raffic junction withcut the approval of the Minis­
try to which it did not agree wh~n approached (Oc­
tober 1986). Tn Bilaspur town (Madhya Pradesh), 
cost of 223 tonnes o~ asphalt <Rs. 3 .24 lakhs) was 
charged to the c;cheme though it was net utilised on 
works related to the si::heme. In R ajnandgaon (Mad­
hya Pradesh) asphalting of roads wa5 got done with 
higher norms of carp~tti:1g by mechanical prccec;s at 
an extra cost of Rs. :?. .JO lakhs, though as per guide­
lines issued by the Ministry, lower norms/standards 
were to be adopted i.mda the c;cheme. 

14.7.10 Diversion a,' f11n.:ls.-Over Rs. 350.00 
lakhs were spent o n works / purchases not included in 



the projecl reports approved by tile Ministry in the 
following States : -

Stntc 

A ndhra Prad..:sh 

Biha r 

Gujarnt 

Karnataka 

Madhya Pradesh 

Maha rashtra 

Nagalani.J 

Or issa 

Punjab 

R ajasthan 

Tamil Nadu 

Uttar Pradesh 

West Benga l 

Amount 

( Rs. in lakhs) 

48 . 14 

22.96 

19 . 12 

11 . 27 

10 . 34 

11 .83 

3 . 13 

3.06 

52 . 14 

73.58 

27.50 

53 .94 

2 1.44 

-·--- - ·----- -- . ---
Ministry sta ted in January 1989 that wherever 

diversions were noticed, the matter had bt>en taken 
up with the State Guvernmc.nts. 

14.8 Physical targets and achievements 

14.8. l Deve'.opmen~ project of H town under the 
scheme involved completion of a number of works 
viz. site and service (development of plots and con­
struction of houses), markets and m andi3 (shops, 
god owns, industrial sheds). tra'ffic and tr~n sportat1on 
(roads bus stands etc.) and low cost samtauon. The 
p roject documents provided for complete imp!emen­
t ation of the scheme within three years. From the 
orogress reports furnished by the States/UTs to the 
Ministry it coul<l not be verifie<l as to how many out 
of 235 lowns take n up till end of 1984-85 and due 
for completion between 1983-84 and J 987-88 had 
been full y developed. The M inistry stated in N ovem ­
ber 1988 th at most of the approved programmes had 
been completed in 1 16 town s which had avai led of 
m8rc tha n 95 /){!\'" cent central ass istance. 

14.8.2 Out of 235 towns taken up in Sixth Plan , 
projects for 25 townc; only in four States had been 
completed by M1rch l 988 rAndhra Pradesh--4, 
Gujarat- I, H aryana--2 and Tamil Nadu-18). 

14.8.3 Low Cost Sanitation Scheme.- There was 
no progress in the implementit!on of LCS ti!~ the end 
of Sixth Plan (1 980-85) even though projects for 
Rs. l 797.63 Jakhs ~<.:re approved by Central Govern­
ment and Cent ra l assi:;tance of Rs. 673.64 Jakhs was 
released to 12 States a~ non~ of the States incurred 
M~Y exrendi t11re 1m LCS till March, 1 :185. T hough 
the States/OTs furnished period ical progress report s 
on the physkal and fina ncia l achievement in r espect 
of th e various cornpc.nent;; including LCS, consoli­
dated information as to th e total expenditure incur­
red on LCS was not available with the Ministry. 
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A lest check o~ Lb:: recoi-cls in the States revcal-
e~ that till Marc~ 1988 acllie \'ement in terms of pby-
sK.il progress vis-a-vis targets in Uihar, Gujarat, 
Kerala, Meghalaya, Mizoram and Orissa was less than r 
fi v:.: per cent only. l n Maharashtra, the achievement 
ranged between 5 a nd I 0 />er cent while in Kamat aka 
Punjab, Tamil Nadu an:J West Bengul, the achieve~ 
mc:ll'l ~ange<l between 25 and 50 per cent. Slow pro-
gress 111 Kerala and Ma harashtra was attributed by 
the de!Jarfment concerned to non-payment of match-
mg assistance by States to the implementing agenc'es 
defective planning and implementation and lack of 
resr onse from municipal councils (MCs) to get assi'i ­
tar.ce under the scheme as ass istance under similar 
schemes 1ni.plemented by World Ban1c. HUDCO etc. 
were available. · 

14.8.4 Sites and Services.--Against the earmark­
ing. of ~O per cent and 20 per cent of plots under 
res1denttal sc:hemes for persons belongin_g to EWS and 
UG respectively as a pol icy, the targets fixed for 
these categories during the Sixth Plan were on the 
lower side in a few States. 1n Haryuna in respect of 
EWS only 30 to 40% of the total number 0f plots 
were targeted , while in Gujarat and Punjab target for 
LIG was less than 10 per cent. It was 15 to 20 per 
cent in case of Assam, Maharashtra and Manipur. A 
test check of the records in the States revealed that 
there were substantial shor tfall rangin!! between 56 
and 100 per cent m the number of pfots developed 
upto March 1988, against the tar2cts fixed in Hima­
chal Pradesh, Madhya Pradesh. - Maharashtra and 
Punjab. 

Jn Deogarh town in Bihar, number of plots was 
increased for Higher Income Gmup with reduction 
in the number of plots for EWS/ LIG by 31. Jn six 
towns viz. Arakonam. Karaikud i. Karur, ·Mannagudi , 
Po llachi and Udhagamandalam of Tamil Nadu where 
site and services works involving expenditure of 
R s. 49.61 lakhs were :-eported to have been com­
pleted (April 1988) plots had ne t been allotted as 
Government had not decided the poLi cy for allotmmt 
to E WS for over tw·o to three yea rs (June 1988) . 

! 4 .8.5 S tate/ UT wise position revealed in test check 
is given below :-

Andltr2 Pradesh 

Against 17 towns approved ii1 Sixth Plan, schemes 
in four. towns (Kareem Nagar, Nandyal, Proddatur 
ancl Vizianagaram) had 0nlv been completed till 
March 1988. TI1ere was ov-!rn ll achievement of 
25 per cent under site and services, 16 per cent under 
traffic :rnd t ranspor ta tion and 22 per cent under com­
mcn~ial complex Delay was attributed to failur~ to 
acquire adequate land. A1win ~t 1819 acres of land to 
be acquired, 995 acres ( 54 per cent) had only been 
acquired . Tn case of tratli c :1 11 d transoor!ation 29 
acres (9 per cent) had only been acquired against 
3>? ncres rcauired . Af!ainst 1669 1 olols to be formed 
6135 plo ts (3 8 per cJ111) had only ' been formed. 

... 
,,_ 
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• 
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Against 2012 shops and 179 stalls to be construct­
ed 707 shops and 159 stalls had only been constructed. 

Out of 15 towns appwvcd in Sixth Plan (estimated 
cost of Rs. 1355.28 lakhs ) , taken uo in 1981-82 (4), 
1982-83 (7) and 1983-84 (4), work in none of the 
towns had been completed till June 1988. Out of six 
towns approved in Seventh Plan, work in four towns 
(Baxur, Nawaadah, Furnia and Sitamarhi) had not 
commenced (June 1988) though Rs. lOl.25 lakfo. 
(central assistance R s. 70. 75 lakhs and State share 
Rs. 10.50 lakhs) had been provided to them. 

Goa 

ln Panaji construction nf market at Mala (Rs. 5.95 
lakhs) and link road at Miramar (Rs. 8.50 lakhs) 
approved in January 1985 had not been taken up til l 
June 1988. even though Rs. 65.50 Jakhs were released 
for this town by March 1988. Scheme of Marmaugao 
town approvd in March 1987 had not been taken up 
till June J 988 even though R s. 35.00 lakhs had been 
released during 1987-88. 

Gujarat 

Out of 17 towns (five taken up in each of the 
years 1979-80 and 1980-81. six in 1981-82 and one 
in 1982-83 at approved cost of R s. 1313.73 lakhs), 
project in one town only was completed ti ll M arch 
1988. No work was done under (i) construction and 
wid ening of roads in two towns di) develcpment of 
plots in 12 towns and (iii) constrnct!on of shops in 
four towns. 

lrmaclrnl Pradesh 

Though the implementing agency (Shimla D eve­
lopment Authority) was con -.titu~ed in November 
1978, against target of 322 bighas of iand for deve­
lopment of Kusumpati town, 105 bighas (97 bighas 
in February 1984 and eight bighas in October 1986) 
could only be acquired till 1986. 42 bighas to be 
transferred by Sta te Gov-::rnment could not be trans­
ferred as the Government of lndia d id not grant per .. 
mission bc in ~ forest land. Achievement against cleve­
lopment of land for commercial purpose (297 bighas) 
was nil. I t was attributed to ooor response from pub-· 
lie. Construction of 890 residential flats estimated to 
co~t Rs. 544.60 Iakhs were taken up in Februa ry 
1984 and 482 flats were pl::tnned to be completed by 
August 1986. But none had been completed till June 
1988, though expenditure of R s. 30 I .68 lakhs had 
been incurred. 

Knmataka 

In six towns taken up in Sixth Plan in case of three 
towns of Maga di (to be completed by 1983) and 
Kanakpura and Ch annapatna (to be completed by 
1985) against target of 3148 residential and com­
mercial sites to be form ed, n o site had been formed. 
Tn these towns aginst target of 453 shops to be con­
structed. 4 17 shops h ad been constructed till June 
1988. In case of two town.:; (Chikkaballapur and 
S/70 C&AG/89- 8 
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Harihar) approved in Sc·,·enth Plan against target of 
4 1.60 hectares of land t :> be acquired for develop­
ment of 2 190 sites, no land had been acquired (June 
1988) . 

Madhya Pradesh 

Sixteen towns (project ::o3t Rs. 1528.05 Iakhs) 
taken up in 1979-80 (3) , J. 980-81 (3), 1981-82 (5) , 
1982-83 (2) and 1983-84 (3) were incomplete till 
Jun e J 988. ln these towns out of 107 schemes, 18 
s::hcmes had only be.en completed though R s. 200.94 
lakhs bad been spent aga1ast estimated cost of 
Rs. 166.3 l lakhs remain ing 53 schemes were in pro­
_gre:,~ anci 36 had not been- taken up till March 1988. 
Though project reports for further eight towns were 
approved in J anuary-October 1986, work bact been 
taken up in one '.own (Ama rkantak) only till r..'farch 
1988. Reasons for delay were no t furnished by the 
Department. Tn 42 reside11t ia! schemes against 12391 
plots 4703 plots had only been developed upto 
March 1988. A gainst development /construction of 
J 479 commercial plots, '.2974 shops, 96 platforms 
and ~even other structures envisaged in 74 commer­
cia l schemes, achievement to end of March 1988 was 
only 19, 22, 14 and 29 i'er cent respectively. Infor­
mation in respect of 224 sheds, 52 tourist _cottages 
and five holi :1ay homes was not availRble till March 
1988. 

M:ih1?n:shtrn 

Scheme was taken up in 22 towns from 1980-81 
(Sixth Plan) and 10 from 1985-86 (Seventh Plan). 
At the encl of M arch 1988 of 273 works apprm'ed to 
be taken up at a cost of R s. 1822.53 Iakhs in· 13 out 
of 22 towns, 40 works costing Rs. 199.58 lakhs were 
not commenced. Tn case of 10 towns taken up from 
Ju1v 1985 (Seventh Plan) there was no development 
under anv scheme in six tow1is of Chiplun , Igatpuri , 
Karad. Nilanp.a. R amtek and Tuljapur. Th e depart­
ment attributed the failure to take up the works due 
to non-receipt of possession of Government land, non­
acqu isition of private lands, change in layouts, delay 
in techn ical clearance etc. 

Mizoram 

T he pi:o.iect for Aizwal town was sanctioned in 
November 1982 and was to b e completed by 1985. 
The extent of pl1ysical r,.rogress till March 1988 
under various components of Project was new 
M .. rke t Complcx- 54 oer cent, Katala market CC'm­
plc;,:-95 ver cent and Truck t.erminal- 80 per cent. 
Non-completion of the project within the target 
period was attributed to shortage of materials and 
technical reasons besides i10n-relea~e of subsequent 
instalment of central assistance a;; State Government 
d id not furnish timely !lrngress report to Cen tral 
Government. 

Nagai:md 

A pro ject for Koh imn town was _apnroved in M arch 
1983 . However, no work u ader site development and 
services estimated to cost R s. 19 .02 Jakhs ·was taken 
up till M arch 1988. 



O rissa 

, <?ut o~ 4 7 projects targeted i1~ six towns taken up 
_. urmg Sixth P lan, o nly 30 p rojects were completed 
upto M arch 1988. Out of 28 p rojects targeted in 
three towns during Sev·enth P lan, only three had been 
co mpleted (March 1988). 

Sikl(m 

Project for J o rethang town initia lly estimated to 
cost R s. l 15. 17 lakhs was takn up in 1982-83. T ill 
1987-88, out of eight work:;, only six work~ at a cost 
of R s. 30.05 lakhs were .::0mpleted. O ne work was 
not even awarded ti ll July 1988. 

Tamil Naclu 

Out of 175 schemes to be executed in 28 towns 
selected during Sixth Plan (estimated cost R s. 21.48 
crorcs), 156 schemes had been completed by March 
19?8 at a cost of R s. 16.13 crores against approved 
cst1_mated cost of R s. 17.40 crores, 19 schemes on 
which R s. 2.32 crores h ::td been spent against esti­
mated cmt of Rs. 4.08 cr ,1res were still incomple te 
(J unc 1988). Out of seven towns approved under the 
Seventh P lan for which central assistance of R s. 4.22 
crores had been r elcascd to end of March 1988 
wo~k had been started only in fou r towns. Out of 30 
projects approved in these sev~n towns, wo rk had not 
been commenced in 17 projects. 

UUar Pradesh 

Out of 23 towns estimated to cost R s. 2390.52 
lakhs taken up during 1979-83 not a sinele town 
had been completed in respect of all componen ts tiJl 
March 1988 even though an expenditu re of 
Rs. 1401.59 fakhs bad been incurred. 

West Bengal 

Tmplcmentation of programmes in 20 towns 
~elected duri~q; Sixth Plan (1980-85) remained 
~ncomplcte till M arch 1987 due to difficulties 
m p rocurement of land, slow progress of work by 
rontrnctors etc. P rogress of schemes taken u p in 
these towns was reported to be 50 per cent under 
traffic_ and t ransportation, 20 per cent under m arkets/ 
!11and1s and 44 oer c.?nt under fond development as 
111 1987. Information about prog;-css of work made 
subsequently was not available with the department. 

14.8.6 Ministry attributed in Nm·embcr 1 Q88 the 
~hortf~ll in progress of the c;chcme to the followino 
1mped1mcnts :- "' 

(a) D elay in selecting towns and formulation c f 
proj~cts by St.ate Government<; and imple­
menting agencies. 

(b) I mproper selection of towns wh ich resulted 
in substitution o f towns. 

(c) Technical in -adequacy of th e implementin et 
agencies and lack of in stitutional arranoc>~ 
m en ts. "' 
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(cl) Delny in acquisition of land. 

(e) D elay in re leasing central assistance bv State 
G overnments to implementing agC"ncies. 

(f) Unsound financial position o f most of imple-
menting agcncicc; . 

(g) Cost escalation. 

(h) Short supply o f building mat erials . 

(i) Lack of proper coord ina tion betwe.!n in ter 
and i n tra-agencie~ at th <! State and local 

level. 

14.9 Blocking of funds 

Scrutiny of records rcvelacd that funds over 
R s. 240 lakhs rem >iined blocked in six States (June 
1988) due to delay in taki ng up of works, part com­
pletio n of works, hold up in progress of works after 
Initial expenditure, defective plan ning etc. 

Amlhra Pradesh 

A sum of R s. 5.01 lakhs was spent during 1984 to 
1986 on purchase of mat~rial for housing scheme at 
A nakapalli but the housing sch eme was dropped in 
October 1987 as the location of the site was not 
considered suitable fo r development under the scheme. 

Kerala 

A housing scheme to accommodate 133 fa milies in 
P othodu (Changanachcrry town) taken up in Novem­
ber 1980 estimated to cost Rs. 41 .14 lakhs on which 
an expenditure of R s. 37 .9 t lakhc; had been incurred 
till March 1988, was lying it'!Completc and could not 
be allotted to beneficiaries. T hough land levelling had 
been done, laying of internal roads, drainage, water 
sunply, stree t lighting etc. were yet to be done (May 
1988). 

Constructio n of l .3 km. long approach road to 
vegetable m arket at Pothodu (Chang:::macherry town ) 
estimated to cost R s . 6 lakhs from Alleppey-Changana­
cherry road to vegetable market had been completed 
for 850 m etres o nlv (Apri l 1984) incurring an ex­
i:; cnditure of R s. 7.75 lakhs leaving the work in­
complete. 

-\ oroiect for construction of municipal bus stand 
at Kothaikunnu (Thodupuzha town) was ap­
proved at a cost of Rs. 45.50 l::tkhs. However. 
an expenditure of Rs. :15.22 lakhs includ ing 
R s. 34.45 lakhs on land acquisition (possession taken 
in January 1985) remained blocked for over three 
years for want of approval of estimates by the Chief 
Engineer (April 1988) . 

The acquisition and development of ~even liec­
tar es of land near boat _jetty a t Kottayam for a resi­
dential scheme ::!t 1:!.n approved cost of R s. 2S fakh s 
and included in the three pro jects for Kottayam town 
for which R s. 34.40 Jakhs was released by Govern­
m ent of India till March 19 ~8 has no t been imple­
m ented , pending decisio n by the District Collector 0 !1 
the question of exempting all dry lands from acqm-

l 



s1t1c-11. Fresh project report was stated (June J 988) 
to have been contemplated by shifting the $itc to 
another place where municipality has sufficient land 
under its possession. 

Mi1ornm 

Constructio n of market complex a t Khatla (Aizwal) 
taken up in D ecember, 1984 (to be completed by 
June 1985) on which R s. 14.31 lakhs had been 
spent, remained inc..o;_nplet~ till July 1988, resulting 
in blocking of Rs. 14.31 Jakh s. 

O:i!>sa 

Development ,,f 19-i housing plots a t Sambhu 
Gcpal lVla th taken up in April 1985, on which 
Rs . 21.76 lakhs wcr~ spcn~ upto April J 988 had 
not been handed over to the aJlotties (June 1988) 
due to non-com pletion or 5treet lighting works and 
wns'.ruction of culverts. 

Out of R s. 19.09 lakhs r eleased in March 1982 
a nd onwards for <levelapmcnt of sites and services 
and ruacl works at Bhacirnj Khctrajpur road, R s. 6.56 
la '<h~ were deposited by Sambhalpur Regional Im­
pro vement Trust with the Public Works Department 
( PWD) in April 1984. The amount was refunded 
by PWD in 1987-88 as the requisite land had not been 
acquii"ed. T he project had not been taken up so far 
(Ji.lilt: l 988) and Rs. 19.09 lakhs remained unutil ised. 

Punjab 

Rupees 22.SQ lakb s paid to Bhatinda MC in March 
198_4 to November 1985 were deposited with Punjab 
Water Supply and Sewernge Boarc (PWSSB) during 
1985-86 for L'Jw Cost Sa ni tation Scheme. It was 
decided in September 1987 not to implement the 
scheme because of rising of water levd a11d past ex­
perience on non-recovrry of loan fw:n beneficiaries 
under the sanitatio n scheme. The amount was lying 
with PWSSB (June 1988). 

Rupees 18 lakhs received (March 19 8 7) by 
Gurdaspur M C fo r land development, placed in fixed 
deposit in a bank in June 1987 had not been utilised 
so far (June 1988) . 

Tmnil Na du 

Sites and Services sche me in Tiruvan-amalai ex­
pansion of bus stand in Cbengalpattu and deve!Pp­
rm nt of market in Karaikudi for which R s. 24.66 
lakhs were deposited with the R evenue D epartment 
in October 1982, July 1985 and July 1986 r es­
pectively could not be taken 1111 <:s land acqni ition 
was held up. 

14.10 Idling of assets created 

Test check of records by Audit revealed that 
assets worth R s. 293 .6 L iakhs created in six States 
as shops, residenti:il lindustria l jcommereial plot s, b1.1s 
sfund s etc. remained unutilised cfue to lack ot ap-
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proach roads, improp;~r location , delays in allotment 
poor response from public etc. a .... given below:-· 

Name of Details of Amou nt Period o f 
State/ UT assets (Rs. in crea tion o f 

lakhs) assets 

2 3 4 
--· --·-

Jammu and Shops 2. l l Octo ber 1985 
Kashmir to Sep ember 

1986 

Kera la Residential la nd 4 . 65 A pril 1984 

Maharashtra Industrial plots 20 . 36 1983 to 1985 
Shops 17. 48 1981 to1 986 

Mizoram Markel complex 16 . 24 November 
1983 to 
D ecember 
1985 

Tripu ra Bus terminal 3 .65 January 1986 
La nd fo r cons· 8 .73 J 982-83 
tructio n of 
stadi um 

Ultar Pradesh Sho ps, Plo ts a nd 220 . 39 January 1984 
Slaugi1ter houses to A pril 1987 

293 .61 

14.11 Delay in execution of projects 

Cases of abnormal delays in commencement and 
execution o f the projects in six Sta,es were nOL1Cel1 
as given below : 

Uilrnr 

Development of industrial land measuring 125.95 
acres to be done by March 1985 a t a cost of 
R ~ . 96.89 lakils in three towns of Chai-basa, Dumka 
and H azipur, development of 2 8.84 acres o f re.,iden­
tia l plots estimated to cost R s. 21. 70 lakhs in Dumka 
and m arket complex estimated to cost R s. 12.50 lakhs 
in Sarai (Dumka) stipulated to be completed b) 
M :ucli I 985 had not been taken up till June 1988 
thf' ugh adequa ,e fun ds were available with tlie im,Jk · 
m~ nting agencies. 

lfonacbal Pradesh 

None of the 12 works allotred to con tractor~ by 
Shimla Development Authority d uring 1984-85 to 
1986-87 to be completed in 1985-86 ( 4) , 1986-87 
(6) and 1987-88 (2) had been completed t ill June 
1988. 

Kamat a kn 

In three municipalitie5 (Channapatna, Hassan and 
Hospet) there were delay; upro 36 months in com­
mencement of works :md further delays uptu 58 
mo nths in their compkr.ion which were attr ibuted 
to (i) changes in dt:sign a ttt! est11nates, CiiJ no n­
availability of cement ( iii) disputes with contractors 
etc. 

• 



kerala 

A provision oi R s. 42.78 1akhs for Jand acqu1s1-
tion (Rs. 16.~4 lakhs), development (Rs. 4.44 lakhsJ 
and construction (Rs. 21.50 lakhs) for Municipal 
bus stand at Nagampadam in Kottayam town was 
made. Although <1gamst release of first imtalmenl of 
assistance in March 1980 R s. 32.54 lakhs and 
Rs. 11.59 lakhs had been spent on land acq uisiticu 
and on development re~pi::crively by March 1988, 
tenders for construction of bus stand building had not 
been. called for (June 1988). Though detailed draw­
ings for the work had been approyed by the Chief 
Town Planner in January 1981 and the land was 
available with the municipality from 1986 onwards, 
the work of construction oli bus stand could not be 
commenced. It was sta ted in June 1988 that an 
architect had been asked co prepare plan for multi­
storeyed building io." which funds were to be 
borrowed from linancing agency. 

The work of Iish market, godown and :;iaugi1ler 
house in Thodupuzha t0wn was approved in May 
1981. The worr( was to commence in Septemb~r 
1981 and to be compleced by June 1982. T he expen­
diture of R s. 14.7~ Jakhs mcurred 11pto December 
1987 remained unfru itful (June l98S) as the work 
of soling and metalling of fish market yard, construc­
tion of septic tank, blood tank, waste tank etc. had 
been awarded in Apnl 1988, only. 

Land for construction of tourist cottages (cost 
R s. 16.49 lakhs) in Guruvayoor township wa~ 
acquired in February 1983. AJ?proval o~ layo.ut ~lan 
was accorded by Ule Township Comnnttt::e m Sep­
tember 1984 a1.d tnc architectural drawings were 
accepted m Decembef 1985. The work had JlUL beet\ 
started (May 1988) as technical estimates s~nt in 
February 1986 to Chief Engmeer were pendwg for 
approval. 

Construction of bus stand expan:;ion (Rs. 33.80 
lakhs) in Guruva.yoor township approved in March 
1985 had not been started (May 1988) as the 
desi~ and structural d.rawing . sub~1itted by • t~1~ 
architect and sent to Ch;ef Engmeer m October 19c:S:> 
were yet to be approved. Till March 1988 Rs. 1.97 
lakhs (including Rs. 0./2 lakh paid lo architects) 
had only been spent. 

The work of Ring R oad east missing link in 
Trichur town ·on which Rs. 3 l.19 lakhs were spent 
including Rs. 29 lakhs deposi!ed for land acquisition 
during April 1981 to July 1986 could I)Ot be taken 
up (June 1988) as th~ Munic_ipality delayed the 
valuation of structure situated m one of the five 
blocks on the land. T he land acquisition porceedings 
initiated in September 1984 for the block lapsed and 
were initiated again in March 1987. 

The work of construction of 0. V. Road diversion 
to new bus stand in Tellichery town was approved 
.;~ .. cos~ ui" . s. 12 lakhs. A sum of Rs. 2.41 Jakhs 
had been spenl ti ll March 1988 on construction of 
two culverts Jtld fo r11wlio11 of 67 metre Jong road. 
The work wa s, howevc .-, held up as the MC could 
not deposit Rs. 18.66 lakhs towa rd:> land acquisition 
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ch:t:·ges required by land acquisit ion authority till 
July 1987 due to paucity of funds as the m<itching 
grant sanctioned in March 1987 was not released by 
State Government. 

Maharashtra 

Work of upgrading the Sahu Road from Yeshwant 
Udyan to tunnel in Satara estimated to cost 
R s. 26.37 lakhs approved in March 1984 could not 
be taken up du~ to i'ailure of the Municipal Council 
to initiate land acquisition proceedings. Hence some 
improvement work on developing the side paths at 
a cost of R s. 14. 50 JakiH ~as only done. 

Construction of two shops in Wardha could not 
be taken up a~ the land was not in possession of 
MC and there was no commercbl potential though 
an expenditure of R s. l.36 lakhs rad been incurred 
(Ma'rch-August 1986) on architects' fees and pre­
paration of plans and estimates. 

Orbsa 

The work of Talbania Road in Puri town from 
bus station to Chakratirtha Road taken up 
in December 1983 and to be completed within 
three months on which an expenditure of R s. 10.38 
la khs had been incurred was lying incomplete 
(Li 1e J 988) due to cancellation of the contract re­
l:iling to a portion of the road. 

Jn Puri town 10 L hous~ sites developed could 
not be allotted in the ab.~ence of arrangements for 
water supply and electricity. While an amonut of 
R s. I lnkh was deposiicd by Puri Munkipality 
wi th the Public Health Engineering Division in 
March 1985 for water supply, Improvement Trust 
h::id not deposited its share -of Rs. 0.50 lakh for water 
~.ut-1:i y and Rs. J .13 b khs for electricity supply. 

14.12 Incomplete /abandoned works 

in fi ve States works were left incomplete/ aban­
doned after incurring an expl'nditure of R s. 145.43 
lakl1s a -; detailed below · 

Bihar 

!murovemcn ~ of Cirnp;·a-Siwan Road rn;der 
beautification scheme estimated to cost R s. 20.09 
lal.hs in Siwan town was left incomplete (since 
November 1987) . after spending R s. 8.93 .. lakhs due 
to paucity of fund s. Improvement of lmk roa? 
between by-pass road and Masjicl Chowk in H aj1-
pur Town estimated to cost Rs. 19 .22 lakhs taken 
up in 1982 was abandoned nfter spending Rs. 3.07 
lakhs due to public agitation. 

Karnataka 
In two towns viz., Channapatna and Ma!mdi, 

works commenced between Jannuary 1984 -and 
Se;:itember 1987 were left incomplete since !une 
19·~5 / .January 1988 after incurring an expend iture 

of Rs. J 0.33 lakhs. Works could not be completed 
due to contractor's refusal Lo execute work at 

-



~ 
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agreed rates consequent upon revlSlon of schedule of 
rates and belated receipt of struq~ural design for 
marketing complex and demand of higher rates by 
cootactors for balance work. The department 
sta/cd in June 1988 that action would be taken to 
get the works completed by Karnataka Land Army 
Corporttion. 

Malmrnshtra 

A housing scheme in Satara town (estimated 
cost of Rs. 3.47 Jak.hs on which Rs. 2.47 lakhs had 
been spent upto March 1985 on constru_ction or 
Katcha Road, work on development of site, water 
supply, drainage and street lighting: had not been 
taken up (August 1988) . 

Or'.ssa 

The work of conslruct!on of 2.4 km Dakhina!.cali 
Road at Dhenkanal town estimated to cost Rs. 21.50 
lakhs stipulated to be completed by August 1986 
had been partially comple•cd for one km. only 
(August 1987) ~t a cost of Rs. 7.95 lakh~. The 
balance work was held up due to non-receipt and 
approval of revised estimates for the remaining 
work with reduced width (June 1988). 

Construction of J agannalh Road at Dhenkanal 
town estimated cost Rs. 6.65 lakhs commenced 
in October 1985 was to be completed by February 
1986. The work on which an expenditure of 
Rs. 6.05 lakhs had b~en incurred, had not been 
completed (March 1988). 

Shopping centre at bus stand and Kacheri Road 
al Baripada town estimated to cost Rs. 26.83 lakhs 
<111d targcicd to be completed by March 1987 had 
n0t been complc.cd though Rs. J 6.07 lakhs had 
been spent (June 1988). Similarly, \yorks of shopp­
ing centre near Raiiway Station and site and services 
at Jan·ardanpur estimated to cost Rs. 36.68 lakhs also 
targeted to be cClmpktcd by March 1987 had not 
been commenced (June 1988). 

Punjab 
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In Shastri Nagar in Batala town, 44 acres of land 
Y1ere acquired between August 1982 and January 
[9:3:) !or Rs. 48 .'i5 lakhs. Rupees 34.27 lakhs were 
spen't oo development (April 1988) . Out of 345 
plots carved out, only 237 plots wen· allotted and 
only three houses had been constructed till March 
1988. As against au estimated cost of Rs. 22.37 
Iakhs for sewerage and water supply, the Improve­
ment Trust deposited Rs. 2.50 Ia kite:; bel ween Feb­
ruary 1986 and March 1988 with Punjab Water 
Supply and Sewerage .Board (PWSSB). .Ouc to 
failure of the Trust in depositmg adequate amount 
with PWSSB for providing the esseoti~ I facil ities of 
water supply and S0W•?ragc , tile development of the 
area was hampered and the alk>ttees were deprived of 
the intended benefits. 

14.13 Other topics of interest 

(i) In Andhr~ Pradesh Rs. 5.83 lakhs relea ~ed by 
Government of India in August 1984 for Low Cost 

Sanitation Scheme in Annkap~ll i town were lying 
with the Stale Government even' though the scheme 
was dropped in October 1986 by foe State Govern­
ment. The State Government h ad approached 
Government of India in October 1987 for approval 
to utilise the amonut on other schemes which was 
awai ted (June 1988). 

( ii ) ~n Maharashtra, three W·'.:l rks e~ Limated 10 
cost Rs. 83 .50 lakbs included in the projects appro­
ved by the Central Government for Ramtek and 
Wardha for which central assistance o[ Rs. 41.86 
lakhs was releas~d could not be taksn up as the sites 
ror worksJschemes were outside the municipal limits 
of the towns. The proposals made to Government 
in March 1983 to cx!cnd the municipal limits had 
not been approved (March 1988) by Government. 

Manmad Municipal Council proposed in January 
1988 to sell the land developed for 356 LIG jMIG 
(Middle Income Group) plots at a cost of Rs. l 7.04 
lakhs because there was no resp-onsc ~o lettin,g out 
1hc plots on 30 years' lease basis, hence plots could 
not be disposed of. F urther, under the c:Jre housing 
scheme, 37 out of 104 plots devclflp::>d at a cost of 
Rs. 10.65 lakhs (March 1988) were proposed lo be 
sold as ."Jpen plots for want of den,~incl as essential 
facil ities of water supply and electricity were not 
provided. 

( iii) Jn Punjab, R s. l 5 lakhs deposited by Sangrur 
MC with Land Acquisition Officer (1984-85) re­
mained blocked (June 1988) becauc:;e the area had 
a!ready been developed un'der another scheme ap­
proved by the Government. Responsibi li ty had r.o~ 
been fixed again t defaulting .::i ffidals for recomrnend­
in!! a lready developed area. though clirected (June 
J 985) by the Government. 

( iv) In Rajasthan, expenditure of Rs. 5 .11 lakhs 
on construction of roads in a' proposed residential 
scheme to develop 998 residential ancl 10 I c-::-rnmer­
cial plots near Rawanji Ka Chowk in Baran Town 
was rendered infructuous as the State Level Commit­
tee decided to drop the scheme (October 1987) due 
to heavy encroachment on the land. 

l4. l4 Monitoring and evaluation 

14.14.l M onitoring.-- Progress of the scheme was 
n:10o~tored in the Town and Country Planning Orga­
s1sat1on (TCPO) on behalf of the Ministry. There 
were delays in receipt of quarterly progress reports 
from State/UTs. Instances noticed where delays were 
for more than two quarters are given below : 

Not received after 

March 1986 

Scplcmb•T 1986 

March 1987 

Sept<-'.1ber 1987 

amc or St::tesl UTs 

f la ry:rn:i . Ma1!ip11r. 

G oa 

Himacha l Pradesh, Karnataka, 
Tripu ra . 

Dadra and Nagar Havcli, Madhya 
Prade~h. Mizoram, Ori<sa, Punjab 
and Pond icl 1cr ry. · 

Test check of rccmds revealed I hat the prugress 
reports were generally used only for assessing the 
lhe extent o f a sistance to be relc:1sccl. 



In States effective monitoring machinery was lo be 
set up by State Government at the town level under 
the District Collector and at the State level prefer­
ably under the Chief Secretary or Development Com·· 
1111ss1oner. lt was. however, observed that the m:mi­
torin_g ar rangemen'ts at the State and town Jcvels, 
were inadequate and ineffect ive. fhe posi'tic n in 

this regard is given below :-

Andhr:i Pradesh 

The State level coordination committee wi th the 
Secreta ry concerned as the Chairman , n-.et once a 
year only upto J 986-87 since the inception of the 
scheme in 198 I, instead of six t imes a year. The 
Comm iilee did n'o t h-'Jld a ny meeting in 1987-88. 
The local kvel coord ination committee required tu 
meet once in a mon th had held -'~8 meetings only 
during the period I 980-8 I l·'J 1987-88 as aga inst 680 
meet ings due. 

llilrnr 

T i•c State level comm ittee met o nl y twice in Sep­
tember 198 I and A1~ril I 982. Information. as to 
whciilcr ;he lown-levcl committees req uired lo meet 
monthly had at all met, was no t ava ilable. 

G ujarat 

The State le vel committee formed in April 198G 
met o nce in each year in 19 80-8 I, I 982-83. I 984-85, 
twice in 1981-82 a nd thrice in 1983-84. Tt d id no t 
11.' cl in 1985-86 and was abolished in April 1987. 
The department slated that since the quarter ly moni­
: :.: ri r1g of the scheme was clo ne by head of the depart­
m~1~l, it was not considered necessary to con tin ue the 
state-level committee. 

Hat')'UIW 

Monitori ng o( the scheme was entrusted to Chief 
Coordinator P ian ner H aryana, Panchkula. No re­
.~ul a r anangcment was made at state/ town level lo 
monitor the progress of the scheme. R egular 
meeting were not held.. Progress reports were n'ot 
subm itted on clue dates a nd had not been sent after 
September 1987. The Chief Co-ordinator Planner 
informed in Ju ne 19 :~3 tha t partial monitor ing wa 
be-ing done by his office. 

Himachal Pradesh 

Nu meeting of Monitoring and Coordi nation Com­
mittee at State-level set up in August 1986 after five 
years of taking up of the scheme, had b.::cn held till 
June 1988. Commi t,tecs, a,t town- level were n-'Jt 
const ituted. 

Kamat aka 

Evaluat ion of the scheme was not done by the 
State. 

Madhya l'ra<lcsh 

S ta te-leve l committee constituted in October 198 1 
a fte r two yea rs of commencement of th~ scheme met 
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only in Octob~r and December 1981. Committee at 
town-level had not been constituted. 

:\1aitarashtra 

The State-level committee constituted in 1981 to 
give policy decision, review and mon iror !he 
scheme did not meet after September 1984. Similar­
ly the town-level committees constituted in J 981 met 
only at intervals o f one to four years. 

14.14 .2 Inspection by Central team.-Thcugh the 
scheme envisaged peri-'Jd ical inspection of the pro­
jects by officers of the Government of India, the 
details of towns visited by the Central team year-wise 
during 1982-83 to 1987-88 reveakd that coverage of 
towns In various States in six years was only 37 per 
cent and was not uniform in all the States as shown 
below : 

Out of 328 towns cove red upto 1987-88 206 towns 
( 63 per ce1it) were not visited by Central team even 
once during the period of six years ( 1982-83 to 
1987-88). Ou t of 122 l·'Jwns visited 67 towns were 
in five States only viz., Andhra Pradesh (10 out of 
25), Madhya Pradesh ( 14 out of 24) , M abarashtra 
(17 out of 32), R ajasthan (10 out of 16) and West 
Bengal (16 out of 25) . 

Whi le, 24 towns were visited twice, none of the 
towns covered in the six States (Assam, J ammu and 
Kashmir, Manipur, Nagala ad, Sikkjm and Tripura) 
was visited even oa'ce t ill August 1988 and onJy one 
town each was visited in Haryana and Punjab against 
6 and 12 town s covered respectively. T he percent­
age of towns visited in Kari1ataka and Uttar Pradesh 
was 17 only a-gainst the overall average of 37 pet 
cent. T he reports of inspection by the Central team 
were not made available to Audit. Ministry stated 
in January 1989 that efforts would be made to 
a rrange more frequent visi ts as far as practicable. 

14.14.3 Eva!uat/011.- The scheme was evaluated by 
the lndian I nstitute of 1Public Administra ti<:m in July 
1984 in r espect of two towns viz ., Ganganagar 
( R ajasthan) and Trichur (Kerala) and by the R e­
giona I Centre of Urban and E nvironmental studies 
( RCUES) in 13 towns (five towns in each o[ Gujarat 
a1i'cl Maharashtra and three towns in Rajasthan) in 
1986. The R CUES which had made a representa­
tive study observed that on the whole the scheme had 
been fou nd to be a boon tc small tO\~· llS \Vhich were 
hi therto neg:ected ; a m uch more vigorri us programme 
seeff,cd to be necessary if a real imoact was lo be 
made on the situation. The important findings and 
r<>co111111endations of the study were as fo llows : 

While acquisition of land was problem in 
general. even where t he land belon'ged either 
to the U nion o r State Government (it) 
was not handed over to the Municipal Com­
mittee. 

Financial position' o f MC-; was the main 
con straint which had been barely ab'c to 
meet the expenses from the present income. 



The MCs were short o f trained staff. T his 
delayed preparation o[ reports and neces­
sary completion certificates. 

P rop er maintenance a nd operation of 1he 
assets and facilities created bad no t been 
attended to with required seriousness. 

The Secretary Urban Deveklpment Depar l­
men't and District Collectc r who were in 
overall charge of m onitori ng and eva lua­
tion of the progress of the scheme a nd 
C hairman of t he D istrict Committee rc~­
pectively were usually over bu rdened with 
a variety of tasks. 

In order to avoid delay in preparation of 
repor ts and ccmplet ion ct:rtificates the M Cs 

shouJd be a llowed to appoint o r take assis-
tance from local consultancy service and 
some portion of central ass ista nce say one 
to two per cent may be ea'rmarkecl fo r the 
purpose. 

T he sma ll and m edium towns must be link­
ed to the villages in' the hinterland as a 
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production centre, as a service cent re a nd 
employment generato r, thus creat ing proper 
and effective linkage. 

Some flexibility in respect of some w mpo­
nents depending on the felt needs of MCs 
as well as the p opulation of the towns may 
be necessary to enable the Planning D e­
partments recommend even schemes which 
do n'ot C·::> me under the purview of t he 
guidelines. 

Central Government may specifica lly lay 
down five per cent of the project cost to 
take care o f cost escalation especially fo r 
constructi<>nal activities like new roads 
wide ning and upgrading of roads, const rue~ 
tion of markets a nd mandis, godowns etc. 

. In regard to the act ion taken, the Ministry sta ted. 
111 J anuary 1989, that the recommendations would 
be kept in view while fo rmulatin o- the new scheme o r 
a revised scheme for implementa tion du rino cio hth 
F ive Yea r Pla n·. - ,., 

(D. S. IYER) 

D irector of Audit-I, Commerce Works and 

M iscella neous 

Countersigned 

TN. t J, ot /-u. 'YV ~ .J,. 
(T. N . CHATU R VEDI) 

Comptroller a nd Audi tor Ge neral o f rndia 



N.tm: of the Stale 

( II ) Assam 

(IV) J,1rnmu & Kashmir 

( V) Karnataka 

(VJ) r<erala 

(VI[) M adhya Pradesh 

(Vflf) M·th:ira~htra 

(IX) Manipur 

(X) Me~halay:i 

No. of works 
involving excess 
expend iture 

2 

5 

6 

II 

23 
(on going) 

14 
(Comp1cted) 

134 

52 

99 

26 

18 

s 

A PPENDrX I 

(Refers to Par;igraph I 3.6) 

Expenditure in excess of estimatr>s 

Sanctioned cost 
(Rs. in lakhs) 

taken up/ 
sanct ioned during 

3 

Rs. 142. 21 

Fxpendit ure 
(upto) 

( Rs. in lakhs) 

4 

Rs. 287.57 

March 1983 to March 1988 
March 1987 

Rs. 137.76 Rs. 177.31 

March 1979 to (revised estimate 
September 1985 figures) 

Range of 
Percentage of 

excess 
exµenditurc 

5 

83.39 to 
177.66 

19.68 to 
I 19.46 

Remarks 

6 

Revised estimates p1,,nding 
approval. 

-do-

R s. 705. 19 R s. 1,0 18. 75 15 . 5 to 92 Revised estimates submitted 
in 8 cases only; in 3 cases 
est imates not p repared. January 1979 to N.A. 

March 1985 

R s. 5 10 .73 R s . 823.42 

February 1982 ( Rev ised cost) 
to November 
1985 

R s. 339. 30 Rs. 417 . 23 

February 1980 March 1988 
to M arch 1987 

R5. 2,562.43 

May 1964 to 
Octoher 1986 

N.A. 

Rs. J ,782.30 

N.A. 

R s. 1,249. 65 

N.A. 
Rs. 314.83 

Rs. 107.33 

Ja nuary 197Q to 
April 1984 

so 

Rs. 4,581 . 99 

N.A. 

N.A. 

Rs. 2,655.47 

N.A. 

R<. 2.116.96 

N.J\. 

Rs . 162.72 

March 1987 to 
March 1988 

17.86 to 2300 Rrviscd estimates pend ing 
approva l wit h the R oads 
Wing. 

15.06 to 141. 83 Revised estimates not pre­
pared. 

15.20 to 1300.99 

N.A. 

36 to 72 

15 '~ 7 to 
c ' ~.14 

25.8 1 to t:B .90 

Estimates for 33 works pen­
d ing rtpproval : in 19 caEes 
revised es' imates not pre­
parl'r1. 

Hevised est imates pend ing 
approvnl in 15 cases from 
Roads Wing; revised e5ti ­
mnh::s in n.:maining ea~es 
uncl~r preparation. 

Fstimates for 13 works per.­
ding with Roads W ing 
:ind 5 with the State 
PWD. 



51 

2 3 4 5 6 

(XI) Orissa 32 Rs. 504 . 16 Rs. 730.61 16. 52 to 305 . 13 
- ---- - - - --
N .A. N.A. 

(XII) Punjab 28 Rs. 960.03 Rs. J ,58 1. 66 18 . 5 to 185.3 Revised estimates in 15 cases 
----- - - ---- - prepared. Of this 5 pen-
January 1975 to March 1988 ding with the Ministry and 
December 1986 10 with State PWD. 

(XIII) Rajasthan 12 Rs. 437 .28 Rs. 708 . 72 23 to 343 Approval to revised csti-
mates not o btained. 

~ October 1973 to March 1988 
June 1986 

(XIV) Uttar Pradesh 5 Rs. 538.41 Rs. 2, 141 . 29 120 .40 to Works completed prior to 
(Completed) - - - -- 918.33 April 1983 but sanction of 

November 1964 March 1983 revised estimates pending 
to July 1971 with Roads Wing. 

6 Rs. 242 .95 Rs. 355.88 19.72to94.IO 

ml -+- (On going) - - --
September 1981 March 1987 
to March 1985 

(XV) West Bengal 23 Rs. I , 148 .48 Rs. 2,060 . 8 I 17.95 to Excess expenditure not yet 
157 .41 regularised. 

N.A. N.A. 

(XVI) Unio n Territory of 23 Rs. 415 .51 Ri. 699. 84 21. 73 to 919.67 Revised estimates not pre-
Delhi --- - - pared. 

1980-81 to N.A. 
1987-88 

N.A. stands for not available. 



APPENDIX 11 

(Refers to Paragraph 14.7.6) 

Tf/lv11s taken up ill Sixth Plan 11·/i ere expenditure i11c11rred was less than 25 per cent of approred cost 

State 

Andl1ra Pradesh 
Bihar 

Dadra and Nagar..l:laveli 

Gujarat 

Haryana 

Karnataka 

K era la 

Madhya Pradesh 

Manipur 

Meghalaya 

Pondichcrry 

Sikkim 

Tripura 

Utta r Pradesh 

West Bengal 

Name of town 

2 

Chittor 
Chapra 
Dumka 
Gopalganj 
Saharsa 

Silvasa 

Porbandar 

Ambala 

Hospet 
Ja mkhandi 
Ka nakpara 

K arakala 
Ra ichur 

Kayamkulam 

G una 
Katni 
Morena 

Jiribum 
Kakching 

T ura 

Karaikal 

Jorthang 

Ka ilasha har 

Kasganj 

Midnapur 

Approved 
cost 

3 

105. 09 
66.78 
89.28 
64 .30 
74 .08 
68 .58 

83.41 
102.1 5 
54. 84 
79.96 
68.00 
63 .83 
74. 56 
76.21 
84.75 

104.29 
85 . J l 

81.53 
80 .21 
43.94 
91.00 

11 5. 17 
80 . 13 

147.3 1 
73.98 

2058.49 
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(In lakhs of rupees) 

Ce ntral 
release 

4 

5.00 
10 .00 
18.50 
21. 15 
4 .00 

25.00 

28.37 
20 .00 
16.80 
9 .23 

34.06 
3.50 

15.00 
34.20 
14.00 
27 .40 
23 .00 

21.50 
25.60 
15.40 
34 .00 
9 .14 

10.40 
7.00 

29. 30 
- ---

461.55 

• 

t I 

1-, 



APPENDIX III 

(Refers to Paragraph 14.7.6) 

Towns taken up i11 Seventh Plan where 110 expenditure had been inrnrred upto 1/88 

(In lakhs of rupees) 
------

State Name of town Approved cost Central 
assistance released 

---- - --
2 3 4 

Andhra Pradesh Kava Ii 96 . 75 :?0 .00 
Nalgonda 96.43 20. 00 
Peddapuram 95.62 10.00 
Yemiganur 11 9 .84 S.50 

Bihar Baxar 74.03 20.00 
Kishanganj 97 . 1 I 31 .43 
Nawadah 93 .44 10.00 
Purnia 97.97 10.00 
Sitamarhi 82 .08 10.50 ~-

G ujarat Billimora 62.24 10.00 
,. Dcssa 81. 20 12 , 15 

Upleta 61.94 6.00 
Visnagar 89. 11 10.00 

Goa Marmaugao 107. 53 35.00 

Karnataka Harihar 78.03 4.00 
Kollegal 77 .06 14.00 
Ramnagaram 52.99 2.00 
Sindhanur 77.28 12.00 
S!rsi 74. 35 15.00 

Bhandcr 31.61 10 .00 
Gadarwara SS.75 23.87 

Madhya Pradesh 

Hoshangabad 104.99 26 . 16 
Kota 51.52 15. 40 
Panchmarhi 109.82 23.76 
Mhow 93.92 13_54 
Shahdol 42 .05 22_70 

Akot 1 6~.66 15.00 
Chi plum 79. 49 19.00 
Tgatpuri 80. 17 16.80 
Ka rad 83. 16 20.00 f Maharashtra 

Nilanga 84.37 11.00 
Pusad 90. 75 20.00 
Ramtek 11 0.43 16.00 

Jowai 45.44 7.00 
~ 

Meghalaya 

.. Mizoram Luoglei 127.81 20.00 

T uensang 89 .98 15.00 

Mahe 52.00 30.00 m~ ' Nagaland 

Pondicherry 

Bhiomal 93.95 29.80 

Namchi Bazar 10.00 'r 
Rajasthan 

Sikkim 

----- --
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.. 
2 3 4 

Tami l Naclu Andipatti 45.50 24. 10 ..,... 
Aruppukotta i 70 .54 10 .00 
Arantangi 92.00 J0.00 
Madura ntakkam 92.00 10.00 
Ramcshwaram 47.69 10. 00 
R amnathapuram 8 1.63 10.00 

U lla r Pradc~h Bhauohi 101.93 25. 50 
Bharaich 109.00 25. 55 
Etawah 115. 28 10 .00 
La litpur 180 .48 29 .30 

1· Mauno th Bhanjan 131.88 25.90 
M irzapur 132 .45 10.00 
Pilibhit 111. 37 15.00 • Sambha l 175. 82 J0 .00 
Shaudila 107 .97 27. 00 
Shamli 140 . 39 30.00 

West Bengal Arambagh 99 . 52 13 .00 _,.. 
Contai 45 .80 18 .80 
Ran iganj 92. 02 10 .00 

----
5214 . 14 949.76 

1 
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(v) 2 2 &: 3 a I the risk !lnd cost of a t th e.: risk a nd cost or the 
R <: . 7.33 lakh~. default ing firm at an extra 

cost of Rs. 7. 33 Jalchs. 
I 13 (from bottom) Justic Justice 
2 15 l't'j>fO!ing reporting 

1 2 25 (from bottom) <>n AlT :1 nA1T 
3 23 R.s. 6. 5~ R s. 5.69 

~ 3 I 17 (from bottom) R,. 7.47 Rs. 6.57 
5 2 13 Rs. 26.2 Rs. 26.2 6 
6 '.? 4 Jn Ins-
7 17 (from bottom) and later by and by __,. 
8 2 last issue ct issue 

13 11 after the first table Eigt.h Eighth 

15 6 afler table 1985-86. Tic 1985-86, tb.c 

17 24 ssr units unit<; 

18 4 (89. 4 per cen t (89 .4 per cent) 

I 
19 '.? 23 from bottom in Dlant Inplant 
20 2 5 120.00 Rs . 120.00 
20 2 4 fro m bottom 25. 425 25,425 
2 3 2 II Divis io n Divisions 

28 38 j ,.. a rc 

4 1 Table 14 1980-8 1 to 1984-85 
lColumn2) 

4 1 Table 14 2 3. 70 
(Cotumn2) 

4 ! I l 8 from bottom financil financial 

44 7 Sikkm Sikkim 
~ 

44 JO Six Seven ' 
44 I 3 from bottom J 987 March 1987 
45 1 13 Wnch Which 
45 1 15 a lfotties allortecs 
45 2 8 Sep ember Septembt'r 

45 2 21 Plots and Sla~h!er plots and slaughter 

45 2 2 7 from bottom Staes Sta tes 

48 28 nect meet 
48 2 12 fro m bottom negecte<l neglected 
54 Appea1ix fll Ut1ar Pradesh Shaud'ila Sa nd ila 

--
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