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7.0 LEARNING OUTCOME
After studying thisUnit, you should beableto:

e Understandtheroleandfunctions of the Planning Commiission;

e Discusstheorganisational structureof thePlanning Cornmission;

e Explainthecompositionandroled theNational Devel opment Council;
e Describetheroledt variousagenciesin the planningprocess; and

e  Reviewthe roleof Planning Commissionin policy forrnulation.

71 INTRODUCTION

Planning has been an integral part of India’s devel opmental and administrative process. Over the
yearsit hasgainedlegitimacy in the Indian federal system. Thegoals, prioritiesand direction set by
thenational Planning Commi ssionarebased on anon-parti san approach, backed by expertiseand
reliabletechnical exercises, Thelndianleaderswereinterested to basefutureeconomic progress
andgrowth on acomprehensivel ong-termplanning. Thereforeas early as 1946, beforethetransfer
of power, a Planning Advisory Board wasappointed, whichrecommended theappointment of a
Planning Commission to devotefull attentionto thetask of planned devel opment. A saresult, the
Planning Commission was constitutedinMarch, 1950 by a resolution of theGovernment of India
It wasdecidedthat thestatehasto play animportant rolein bringingsocio-economictransformation,
as required by theDirective Principlesof State Policy. ThePlanning Commission consultsthe
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Union ministriesand thestategovernmentswhileformulatingfive-year plans, and annud plans,and
oversees theirimplementation.

In thisUnit, wewill highlight the organisational structureand functionsd thePlanningCommission
andtheNational Development Council inIndia. The planning processand formulation of five-year
plans will also be discussed. In the subsequent section, we will concentrate on the growth
performance through Five-Y ear Plans, and review of theroled Planning Commissionin policy

formulation.

7.2 ROLEOFPLANNING COMMISSON

Theroleaof the PlanningCommission isdirectly relatedto the tasks assignedto thegovernment by
the Indian Constitutionin its Directive Principles,especially thoserel ating to economicand socia
development. TheDirectivePrinciplesd StatePolicy urgeupon thestateto securecitizens right
to adequatemeansof livelihoodand control theinequalitiesi nthe ownership of wedthand means
of production. Inthiscontext, the stateisrequired toensuregrowthin production,anditsequitable
distribution among the various sections of society. In thiscontext, the Planning Commission
formulates plansfor thewholecountry and al sofunctionsas an advisory planning body at theapex
level. The major functionsof the Planning Commission,assigned as per the Governmentdf India

(Allocationof Business) Rules 1961, areasfollows:
i) ltmakes an assessment of the material, capital and human resourcesof thecountry,including

technical personnel,andformulationof proposalsonthebasisd possibilitiesof augmenting
such resourcesthat arefound to bedeficient.

b) Formulatesaplanfor effectiveand balancedutitisation of resourcesin thecountry.
c) Definesthestagesin which theplan should becarried out, and proposestheall ocation of
resourcesfor completion of each stage.

d) Identify thefactors, whichtendto retardeconomicdevel 6pment and determinethe conditions,
whichinview of thecurrentsocial and political Stuation shoul dbeestablishedfor thesuccessful

execution of the Plan.
e) Determines the natureof machinery,thatis, necessary for implementation of thePlan.

f)  Appraisesthe progressachievedin theexecutionof each staged the Plan, and recommends
the adjustmentsof policies and measuresthat such appraisal may show to be necessary.

) Makesinterim or ancillary recommendations, which appear to be appropriateeither for
facilitating thedischargedf thedutiesassignedtoit or onaconsderationdf prevailingconditions,
current policies, measures and devel opment programmesor on an examinationof such specific
problems asmay bereferred toitfor advice by the Central or State Governments.

In addition to the above-mentionedfunctions, the Planning Commission has been entrusted with

respongbility in thefollowing matters.

a) PublicCooperationinNational Development;

b) Specificprogrammesfor areadevelopmentlikeHill AreaDevelopment Programme;
C) PergpectivePlanning;

d) Ingtituteof Applied Manpower Research; and

g) Overall Coordination of the Pradhan Mantri GramodayaYojana (PMGY).

Note:

Theoverall coordination of thePM GY shall be theresponsibility of the Planning Commission.
However, concerned nodal ministry/department will beresponsiblefor theoverall management
and monitoring of thesectoral programmes under PMGY.

\
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Tt isevident from the abovedescription that the Planning Commission has been made responsible
for almost all.aspects of planning, except execution. To formulatea plan, first of all, aset of
objectivesor goalsispreparedthat arerequired to achievethetarget, such as, growth of national
income, reduction of thepercentageof unemployed persons, etc. Secondly, timeframe and the
. stagesin which these goalsareto beachieved are decided. For deciding the above-mentioned
stages one has to estimate the resources. For example, do we haveenough resources toliterate
everyoneinfiveyears? After estimating the resources, theCommission determinesastrategy to
makethe best utilisation of limited resources. Thus, theformulationof aplanimpliesthesettingup
of priorities, timeframe, and stages; estimating the resources; and deciding on astrategy, whichis
themajor function of thePlanning Commission.

Aftertheformulation of plan, thecentral ministriesand the stategovernmentsexecute theplan
through their departments. The Planning Commission keepsan eye on the progress of theplan,
identifiesimpediments,and suggestsremedia measures. It monitorsand eval uatesthe plan. For
this purpose, it makesapost-mortem of the past plan and draws |essons, which are used to build
subsequent plans. In thiscontext, theProgramme Eval uation Organisation (PEO), periodicaly
undertakes evaluation detailsor quick studies of theimplementation of selected devel opment
programmesto assesstheimpact of that programme. Thus, it assiststhe Planning Commissionto
provideuseful feedback to plannersand implementingagencieswhich contributein policy-making.

7.3 PLANNING COMMISSION: ORGANISATIONAL
STRUCTURE

Asthe Planning Commission wasset up by a Resolution of the Government of India, itisnot a
statutory body. Thus, the plansformulated by thePlanningCommissionhaveno legd status. Though
it appearsasan advisory body, in practice, it wieldsconsiderableauthority. ThePrimeMinister of
Indiaistheex-officioChairman of thePlanning Commission. WWewill now turn to adiscussion of
thestructure of thePlanningCommission.

Chairman

The Prime Minister of Indiahas been its Chairman since the very inception of the Planning
Commission. It works under the overall guidance of the National Devel opment Council. The
Chairman participatesand givesdirectiontothe Commissionon al major policy issues. Itisto be
noted that thePrimeMinister attendsonly the mostimportant meetingsof the Commissionsoas to
ensurethat the Commission's proposal scoming up beforethe Cabinet areviewed objectively.

Deputy Chairman

The Deputy Chairman, full-time, looksafter the day-to-day work of the Planning Commission.
He/she isusually apolitician of standing belongingto theruling party at the Centre. Attimes,an
expert in economic devel opment is appointed as Deputy Chairman. Prof. D. R Gadgil and Dr.
Montek Singh Ahluwaliaaresuch examples. The Deputy Chairman enjoystherank of aCabinet
Minister, although hemay not necessarily beamember of the Council of Ministers. A Minister of
Stateisgiventheportfolioof planning in order tofacilitateaccountability to the Parliament.

Members

All full-timeMembersd the Commissionarein therank of UnionMinister of State. Therearetwo
typesof members, in addition to the Minister of Statefor Planning who is'also an ex-officio
member of the Planning Commission. Thefull-time members are eminent public persons,
administrators,economistsand technical experts. Inaddition, the Planning Commission hasafew
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important Cabinet Ministers, asits members, who attend the more important meetingsof the
Commission. Thefew important meetingsthat cover only themostimportant decisionswhich all
members, full-timeand minister-members, attend arecalled themeetingsd thefull Commission.
Apartfrom that, the Planning Commission with full-time members meetsfrequently and actsasa
team.

TheDeputy Chairman and the full-time Members of the Commissionfunction asacomposite
body in matters of detailed plan formulation. The Deputy Chainnan and thefull-timemembers
look after the day-to-day work. The Prime Minister appointsthese membersafter consulting the
Deputy Chairman, fromamong prominent public personsand experts. The full- timemembers are
not given afixed tenure, but normally they continuetill theseisachangein thegovernment.Hereit
isworth mentioning that in 1990 thefull-timememberswerechanged thricein asingleyeas. Each
member of the Commission |ooksafter aspecificset of subjects. TheseMembersdirect, guide
and advise various Subject Divisionsdf thePlanning Commissionin theexerciseof preparing
approach papers/documents for five-year plansand annual plans. They aso provide guidanceto
the Subject Divisionsfor monitoringand eval uatingthepl ans, programmes, projects, and schemes.
TheCornmissionhascollectiveresponsibilityfor dl decisions, anditsmemberswork asacollective
body. Each member dealsindividually with thetechnical and other aspects d his/her alotted
subject(s). However, the Commission considersall those casesthat require policy decisions, or
wheredifferenceof opinion existsbetween its members.

Thefollowingchart depictstheosgani sationa structureaf the PlanningCommission. Ason February
1,2006 therewere, tota 48 contributorsincluding theChairman, theDeputy Chairman, the Mini ster
of State, 13 Members (6+7), the Secretary, 4 Principal Advisers, 20 Advisers, 2 Senior
Consultants, the Joint Secretary and Additional Secretary & FA, theDirector (IAMR), the Joint
Secretary, the Joint Adviser, and the Adviser to Deputy Chairman.

Chart 7.1: Organisational Structur eof thePlanning Commission

Chairman
(PrimeMinister)
~ Deputy Chairman
T | B
: o ‘ Minister of State
Members Members _ for Planning
| (Part-Time) N » and Member

Secretary

Adviser/Jt. Adviser,
Senior Consultants,
Chief/Tt/ Secretaries

Source: Planning Commission, Government of India
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-+ Officeof the Planning Commission

TheMembersof PlanningCommission areassistedin their tasks by an officecomprising various
technical and subject divisions. A senior officeror expertisthe head of each divisiondesignated as
the'adviser', whoisasenior level officer of thelevel of Joint Secretary or Additional Secretary.
Thehead of division functions under theguidancedf themember in-charge of that particular
subject. Thetasksd co-ordinationandoverall supervisionand guidanceof thework of thedivision,
especialy in non-technical matters, istheresponsbility of the Secretary, Planning Commission.

All thedivisionsin the Planning Commission concerned with plan formulation, monitoring and
evaluationaregroupedinto threetypesdf divisionsas mentioned below:

1) Subject Divisions

TheSubject divisionslook after specificsubjects,such as, agriculturedivision; communicationand
informationdivision, power and energy division, scienceandtechnol ogy division, educationdivision,
rural developmentdivision, transportdivision, etc, Thenumber d subject divisionshavegradually
increased at theend of March 2006, stood at seventeen, which areconcernedwith specified Gelds
of developmentin therelated areas. All the divisionsareinvolvedin thetask of formulation of a
plan, which requirestechnical inputsaof variouskindsand specialised knowledgeaf thesubjects,
that i's, being provided by theconcerneddivision.

i) Specialist Divisions

Thespecidist divisonsareconcerned withdifferent aspectsof theentireeconomy likeperspective

planning, financial resourcesand devel opment policy. Followingspecidistdivisionsarefunctioning
in thePlanning Commission:

e DevelopmentPolicy Division,
e Financia ResourcesDivision,
. m Labour, Employmentand Manpower Division,
e PlanCoordinationDivision,
e PerspectivePlanningDivision,
e Project Appraisa and ManagementDivision,
e International EconomicsDivision.
e Infrastructure Divison

2

e  ProgrammeOutcomeand ResponseM onitoring Division
e Socio-economic-Research Unit,
e StatePanDivision,and

e  Multi-Levd PlanningDivision, whichincludesHill Area Development, Decentralised H anni ng,
etc.

As our Unitisconcernedwith planning and policy-making, thereforewewill discussbriefly the
roleof PerspectivePlanningDivision. .
#"PerspectivePlanning Division 1 IRt

& PerspectivePlanning Division (PPD) playsan important rolein overal integration of the pldn into

macro-economicframework, delineating possibilitiesand constraints; and projecting & fong-term
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visionof development in termsof potentials, constraintsand critical issues. In addition,asapart of
its regular activitiesthe PPD:

e AssssthePlanningCommissioninformingitsviewson technicalissuesregardingplanning
process, shift of apublic sector programmefrom Non-Plan to Plan side of Government
expenditureand vice-versa;

o Preparesanoverall frameworkfor medium andlong-term plansby analysing implicationsdf
long-termobjectivesfor the appropriatestrategy of development;

e  Examinesthecurrent policiesand programmesespecially intheinter-tempord, inter-regiond,
and inter-sectoral contexts;

o Edtimatesstate-wise poverty ratiosusing househol d consumer expendituresurveysconducted
by NSSO and analysesthechangesin thepoverty indices;

e Studiesconsistency between plan objectivesand plan allocation, conformity of regional
distribution of publicsector outlayswith theregional needsof devel opment,effect of price
rise on consumption level of peoplein differentincomegroups,trendsin saving,investment
andeconomic growth, trendsinforeign trade, and theimplicationsd variousdevelopments
intheeconomy for publicinvestment.

e Rendersadviceon theinfluencedf macro-economicdevel opmenton principa commodities
likefood, crudeoil, and steel; and

o  Contributestotheresponseby PlanningCommissiononissuesregarding ™ Planning Process”
posed by Parliament,forumof economistsand economiceditors, representativesa economic
planning agenciesin the States, and del egation from national Planning Commissionsfrom
other countriesand trans-nati onalingtituti onsbei ng through therespectivenoda Ministriesof
the Government.

In the next subsequent section, wewill highlight theroleand compositiond Nationa Development
Council, whichistheother important body associated with nationa planning.

7.4 NATIONAL DEVELOPMENT COUNCI L:
" ROLEAND COMPOSITION

TheNational Development Council (NDC)wasset upin August 1952. Themain purposeof the
NDC istostrengthen and mobilise theeffort and resourcesof thecountry in support of thefive-
year plans, and morespecificaly, to:

e promotecommon economic policiesindl vital spheres; and
e ensure thebalanced and rapid devel opment.

In thedraftoutlineof theFirst Five-Year Plan, theCommission recommendedtheneed and necessity
of abody representingthe central and state governments.to enablethe plansto have anational
character. It emphasised that in a large country like India where the states have, under the
Constitution, full autonomy within their own sphereof duties, itisnecessary tohaveaforum, such
as, theNational Devel opment Council at which, fromtimetotime,thePrimeMinister of Indiaand
the Chief Ministers of Statescan review theworkingof thePlan and itsvariouscrucial aspects.
TheNDC isneitheraconstitutional nor statutory body. Basicallyitisan advisory body on planning.
At present, the NDCiscomposed of the PrimeMinister (al soitschairman), the Deputy Chairman,
the Chief Ministersof States, and theMembersof Planning Commission. Sometimesoutside
expertshavealso beeninvited to the Council's meetings, whenever necessary. TheSecretary of
the Planning Commission is the ex-officio Secretary of the NDC, The NDC makes its
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recommendationsto the central and dategovernmentsin India. Themajorfunctionsol the NDC
asladdown in the Government of IndiaResolution (No.65/15/CF-67) areto:

e consderimportant questionsof socia and economic palicy affecting the nation'sdevel opment;
and

e review theworkingd thePlanfromtime totimeto recommend measuresfor the achievement
of theaims and targets set out in the Nationa Plan. Thelatter include measuresto securethe’
active participation of people, improvethe efficiency of the administrativeservices, ensure
thefullest developmentd thelessadvanced regionsand sectionsof thecommunity,andto
build up resourcesfor national development.

The NDC can take up any issue related to national development. The NDC makes its
recommendationsto thecentral and the stategovernments. In the past, the NDC has deliberated
and decided on anumber of issues, such as, inter-regional disparities, prohibition, panchayati raj,
agrarian cooperation andirrigation levies. The NDC isrequired to meet at |east twice ayear,
though it has sometimesmet more often. Given thesized the body and the busy schedule of its
members,it is not possiblefor the NDC to meet frequently and go into great detail sregardingeach
specific matter. Therefore, it has been decided by theNDC to appoint, from timeto time, suitable
sub-committees or panels. Theagendafor themeetings includesapproval of theapproach paper
tothefive-year plan, thedraft five-year plan, and thefinal five-year plan. In additionto the above,
other mattersform a part of theagendasuggested by membersof the NDC. Thestature of the
Council has ensured that the ‘recommendations’ of the NDC havethe prestigeof directivesthat
aregenerallyfollowed and obeyed.

Now, we will discuss planning procedureto formul ate and concretisedin the national plans.

7.5 PLANNING PROCEDURE: FORMULATIONOF ‘
FIVE-YEAR PLAN AND ANNUAL PLANS

Theprincipa task of the Planning Commission istoformulate thefive-year plans. Inthiscontext,
proper planning procedureisfollowedfor the most effectiveand baanced utilisation of thematerid,
capital, and human resources. Special emphasis is given to appraisal of the progressin the
implementation of theplan from time totime andto recommend adjustmentsof policy and measures
that areconsideredto benecessary in thelight of such appraisal. ThePlanning Commissionaso
overseasthe devel opment programmes d thecentral ministriesand the state governments with a
view to achievecoordinationat thehighestlevel.

AttheUnionlevel,theroledf PlanningCommissioniscrucial. In investmentplanning, it provides
an objectivemethodof resopirce, alocationreconcilingthecompetingclaimsof variousdepartments
and agencies, taking into account the broad national objectivesandpriorities. A national planin

India comprisesd theplansd the central government, the Stategovernments, thecentral and state
public-sector undertakings, and theprivatesector of theeconomy. Inthefive- year plan'document,

the amount of money, which is proposed to beinvested under various plan headsduring the
specificperiodis brokendowninto publicsector outlay and private sector plan outlay. Thepublic
sector outlay isthe moreimportant partin the plan asthe government hasdirect control over the
investment.of thissector during afive-year plan period. It isfuyther dividedintothecentral planand
Sateplans,earmarking the projectsand schemestobelaunched. | n thisplan, specificschemesd

financingareworked out for the Union and each state, indi cating clearly the additional resources,

andmobilisationeffortsthat would needto be undertaken. These are integrated with the overall

schemeof flow of fundsfor theeconomy. Thus, preparation of thefive-year plan for thenation's
economy isamammothexercise involving many multiple.constitutional authoritiesand statutory
agencies,
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The national plan must havetheinvolvement and consent of thepartiesconcerned. Theformulation
d each plan ispreceded by considerableamount o technica work, prolonged consultationsand
intenselobbying to arrive at consensus, especialy on thevarious parametersof state plans. The
need for building aconsensus arisesas|ndiaisafederal and democraticpolity. Theconstitution
provides for the demarcation of subjects betweenthe Union, theState, and the Concursent listsin
theseventh scheduleof theConstitution soastoconform tothenorms of afederd polity. Moreover,
planning fallsunder theconcurrent list. Therefore,it istheresponsibilityd both the Union and
state governments. The national plan must beabletocarry along thecentral ministriesand state
governmentson agenerally accepted coursed action. Even thedemocraticstructurerequires that
the national plan should beformulated through consensus. Thus, itinvolveswide-rangingdi scussions,
and participation of non-departmental agenciesalso. In addition to the involvementof specialised
institutions, such as, the Reserve Bank of India, theCentral Statistical Organisation, etc. The
political eaders, business and industry groups, etc. arealsoinvolvedat variousstages. Public
opinion isalso sought on theimportant aspectsof theplan. ThePlanning Commission seeksto
ensurethrough theannua plans, which are theoperationa plans, that the sumtotd of outlaysaf the
centreand thestatetallieswith theestimatesdf availableresources. In thesubsegquent sections we
will discusstheformulation of five-year plansin India

7.5.1 FiveYear Plans

In theprocessof planformulationtherearethreeclearly distinguishablestages. Thefirst stepand
thepreliminary stageinvolvesthe preparation of apaper on ‘approach totheplan'. Itisabrief
document, broadly outlining thegoal sto be achieved duringthe proposed five-year plan period. It
is based on documentsprepared by various working groupsand asteering committee. For preparing
an approach paper, Steering Committee/Working Groupsareset up for reviewingthe progressin
theimplementation of thefive-year plans, and for making recommendationsregardingpolicies,
programmes, projects, and schemes asalso for outlaysand targetsfor the various sectorsand
sub-sectors. Members of the steering committeeand working groupsaredrawn fromofficialsin
the Planning Commission, central ministries/departments, academicingtitutions, stategovernments
and specialistsfrom businessand industry, and expertsfrom relevantfields. For the Tenth Five-
Y ear Plan, 27 Steering Committeesand 98 Working Groupsweresetup.

The approach paper isprepared on the basisof preliminary exercises undertakeninthe Planning
Coinmission, projectingthe growthprofileaf the economy over aperiod of 15-20yearsincluding
theensuing five-year plan period. Thedraftof theapproach paperisfirst considered and discussed
in themeetingof thefull Planning Commission, and then by the Union Cabinetandfinally by the
NDC. After theapproval of theNDC, itisplaced beforethe Parliament. Afterfinal approval on
the approach paper the broad five-year targets are given as guidelines toanumber of Working
Groups. . These Groups are set up and work with assistancefrom thedivisions of the Planning
Commission. They aregenerally subjector area-specific,Such as, Working Groupson Financial
Resourcesof the Centre, whichincludes, inter alia, representativesof thePlanning Commission,
Ministry of Finance, and ReserveBank alongwith other relevant organisations.

These Working Groups usually consist of economists, concerned technical experts, and
administratorsin theconcerned central ministriesand in the Planning Commission. The primary
task of theWorking Group isto work out the detailed plan for each sector on the basis of the
preliminary guidelines. They areexpected to spell out thedetails of policiesand programmes
requiredfor achievingthetargets. The Working Groupsareexpected to useresearch studiesin the
specific areas. In cases 0f gapsin knowledgeand information, the concerned division promotes
specificresearch studiesor holdsseminars, workshopsetc. In thesecond stageof plan formulation,
thestategovernmentsareencouragedto havetheir own Working Groups,and theCentral Working
_Groupsarea soexpectedtointeract informally with their statecounterparts. Therecommendations
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of the State Plan Sectoral Working Groupsare based on the plan proposals of aState Plan
Adviser. I-lepreparesareport making detailed recommendationson programmes, targets and
outlays. Thisreportformsthebassd discussions between thePlanning Comimission and thestate
government, concerned,for finalising the State's Plan. Thefinal position, especidly regarding the
statesown resources, includingmarket borrowings and additiona resourcemobilisation, thequantum
of central assistanceand programme contentemerge after theabovestated discussion.

IntheTenth Five-Y ear Plan, the Division concerned prepared aBackground paper especialy in
the caseof central plan takinginto account the guidelineslaid down in the approach paper, the
recommendations Of theWorking Groupsconcerned, proposalsfrom thevarious ministries, and
thedivison's own assessment of the devel opment programmes. TheBackground paper constituted
thebadsfor discussion between the PlanningCommission and theSecretariescf the central ministries/
departments concerned.|n thelight of thediscussionsand anticipated availability of theresources
for thecentral plan, the Planning Commission took aview on thedevelopment programmesof
eech ministry/department and worked out tentativeoutlays. On thebasisof such exercisesdone,
the Planning Commission preparesthe'draft’ five-yeasplan.

Thecentral and date plans, together withthescheme of financingfor these, are finally incorporated
inthedraft. Aswehavediscussedin thecased thegpproach paper,smilady, the draft planisfirst
discussed by thefull PlanningCommission, and then by the Union Cabinet, beforepresentingit to
the Nationa Development Council. After theNDC hasapproved thePlan, it islaidonthetables
d both Housesof Parliament.

Thedraft planissubjected to public scrutiny in thefinal stagedf plan formulation, Itisdiscussed
withandcomrnenteduponby thecentral ministriesand sategovernments. Thedraftplanispublished
for publicdiscussions. Thedraft planisdiscussed by theParliamentin agenera way, and theniin
grester detail through aseriesd parliamentary committees. Simultaneoudy, the Planning Commission
aso holdsdiscussionson theplans of individual States. Thediscussionsareheld a theexpertsleve
as wel asat thepalitica leve culminatingin ameetingwiththe Chief Minister of thestateconcerned.
Thesemeetingslead to an understanding between the Commission and the states. Onthebasis of
discussionsa differentlevels, and on the basis of reactionsfrom el ected representatives, experts
and thepublic, thePlanning Commission preparesthefinal plan document.Thefull Commission,
the Union Cabinet, and'the NDC sc'rutinisethis document. Thereafter, it is presented to the
Parliament, for itsassent. Thegenera gpproval of the Parliament i sconsidered to besyfficient for
the formulation of thePlan. In thecase of implementation,nolaw isrequiredfor takingup theplan.
Wewill now discusstheformulation of the annual plans.

75.2 Annual Plans

In thecoursedf actua implementation,theannua plan isan effectiveinstrument. Sometimesdueto
delaysin theformulation of five-year plansor duetopolitical or economicchangesduringtheplan
period, theannual plan becomesan integral part of thebudgetingexercise,both at thecentral and
datelevels.

Theprocedurefor theformulation of the annual plan hasbeen thesame as for thefive-year plantill

1993-94, especiallyin thé case of thestates. However, whileformul atingthe Annual Plan 1993-
94 theresource eval uation was made first on the basisof which thesize of the plan wasto be
decided in thediscussion between the Deputy Chairmanand the Chief Ministers. Thereafter,the
detailedsectoral all ocations wereworked out. Thisapproachinfinalisingtheplan size hasbeen
highly appreciated, In thk sectoral allocation,in thestatesector, greater flexibility was provided
(by limitingtheearmarking of funds to about 50% of total outlay) to the statesto meet thelocal
requirements. Thispracticewas initiated in responsetolong-standingdemand of the Chief Ministers
inthe NDC for greater flexibility in theStatePlan.
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Asthefinancid year in thegovernment startson 1# of April and thebudgetis preparedby February-
end, work on the annual plan hesto starvafew monthsearlier, generally around September of the
precedingyear. The PlanningCommissonindicatesto thestategovernmentstheimportant objectives
of theannual plan, and thetentativequantumd central assistanceto enablethe statesto prepare
their draft annua plans. Thesedraftsa ediscussedin meetings,which areheld in November-
December every year, between the Planning Commissionand stategovernments.| n these meetings,
thestateannual plan outlays aredecided aong with theimportantitems o thecentral plan assistance.
Thischannel of transfer d resourcesfromthe Union to thestates, in practice,isoutsidethe purview
of the transfersrecommended by theconstitutional body, namely, the Finance Commission. A
fiscal transfer through the Planning Commission, which isanon-statutory and advisory body, hes,
therefore, been asubject of controversy.Despitewidespreadcriticismfromexpertsand political
elites, this practiceiscontinued. Thestate budgets are dependent on annua plans. TheCentral
ministries budget all ocationsarea so dependenton their annual plans,which areworkedoutin
consultation with the Planning Commission. Thus, the Planning Commission, in practice, isnot
merely an advisory body, it wieldsenormouspower in theallocationd asubstantial volumeof
financial resourcesto thestatesand between different departmentsof the Uniongovernment. By
goingintothedetail sof developmental schemesand projects, it exercisesconsiderablediscretion
regardingtheir acceptanceor substantia modification. ThePlanning Commission has also been
taying particular emphasi son theneed for.improving theplanning process,and devel opingcapabilities
inthisregard in thestates.

7.6 ROLE OF PLANNING COMMISS ON: REVIEW

We have studied thefunctions of the Planning Commissionand the NDC.in the processof plan
formulation. We haveseen that thesetwo bodiesareimportant in policy formulations, despitethe
fact that they arenon-statutory advisoly bodies. The Planning Commission ismainly responsible
for development policies, and reviewingtheachievement subsequently. [ nview of theconsiderations
outlined asthesocio-economic devel opment, table 7.1 highlightsthegrowth performancein the
five-year plans.

It isevident from the data presented in the above tablethat the Tenth Five-Y ear Plan aims at
achieving an averagegrowth rate of the GrossDomesticProduct (GDP) of 8 per cent per annum
over the period 2002-2007. On the basisof comparativestudy it appears that theeconomy has
performed better than thetargetsin fiveof the ninepreviousplansand evenintheSecond Plan. In
theThird and Fourth Planstheshortfallswerelargely dueto exogenousshocksthat could not be
predicted. During the Third Plan the economy suffereddueto drought in theyearsof 1965 and
1966. At thesametime,thelndo-PakistanWar of 1965also affected theeconomy. Onceagain
therewerethreeconsecutive yearsof drought, that is, from 1971 to 1973 during the Fourth Plan
and thefirst oil-priceshock of 1973. 1t may bestated that since the FourthPlan the growth rateof
theeconomy had improved steadily until the Ninth Plan, when it recorded a marginal decline. It
may beseen (table7.1) that therate of growth of GDP during the Eighth Plan was near 6.7 per
cent per annum, which hasdropped t0 5.3 per cent during the Ninth Plan. Thiswasagainst the
target of 6.5 per cent that was supposed to beachievedin theNinth Plan period. Asfar ascauses
of such declineare concerned, they can betraced through the sectoral structure of the growth
rates. During this period, therate of growth has declined especialy in the agriculture and
manufacturingsectors, ascompared to theEighth Plan period. Duringthe Ninth Plan, threeof the
fiveyears witnessed poor performanceasaresult of weather - related problems. Inaddition, a
slow down in theworld economy al so affected thelevel of exports. Thisproblem,coupled with
lower than expectedpublicinvestmentaswell astherelatively poor performancein theagriculture
sector, led to areduced demandfor industrial goods and consequentreductionin thegrowth rate
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Table 7.1: Growth Performances in the Five-Year Plansin India

_ | (per cent per annum) !
Sr. No. - Plan Periqu - Target Actual |
{ | FirstPlan (1951 - 56) 21 | 360
2| Second Plan (1956- 61) 45 421 !
3 Third Plan (1 961 - 66) 5.6 2.72
4 Fourth Plan (1969 - 74) : 57 2.05
5 Fifth Plan (1974- 79) 4.4 4.83
6 Sixth Plan (1980- 85) 1 52 5.54
7 Seventh Plan (1985 - 90) 50 6.02
8 Eighth Plan (1992 - 97) "56 6.68
9 | NinthPlan (1997 - 2002) 65 535
10 | Tenth Plan (2002- 2007) g _

Source: PlanningCommisson, Governmentd India ‘

Note: The growth targets were st for the firgt three plans (1951-66) with respect to nationd
income. However, in the Fourth Plan the target was set with respect to net domestic product.
Thereafter, in all Plans (1974-07)it has been grossdomestic product at factor cost.

intheindustrial sector. Disasterslikethe Super-Cyclonein Orissa, Earthquake in Gujarat, and
Kagl war, resulted in diverson of resourcesfrominvestment and consequent declinein thegrowth
raes Thisset back suffered during theNinth Plan period wasaddressedright at theoutset, that
is,in theTenth Five-Y ear Plan. Thereforeinarobust demonstration of itsnascent strengths, the
economy after growingat 8.5 per cent and 7.5 per cent in the two previousyears(2003-2005), is
projected to grow at 8.1 per cent in theyear 2005-06. Thegrowth of GDP at constant pricesin
excess of 8.0 per cent has been achieved by the economy in only five years since India's
independence. Thus, thedataregarding growth performancein thesuccessiveFive-Y ear Plans
reflectsthat thetrack recorddf planningin Indiaisreasonably good, which indeedtendstoerr on
thesideof caution. In addition, thisevidencealso suggeststhat therehas been asteady improvement
in thegrowth potential of Indianeconomy.

Over theyears, thelndian planning system hasmoved from ahighly centralised investment planning
modd tothat of adirectional planning methodol ogy. ThePlanning Commission concernsitsalf with
evolvingalong-termstrategicvision of thelndianeconomy, decideson prioritiesand works out
thesectoral targetsconsi stentwiththe strategicvison and priorities, Theformulation of sectoral
policies, programmes,and projectsaremainly therespons bility of theconcerned ministriesand
attached offices of thegovernment. However, thePlanning Commission playsanimportantrolein
indicating theinitiativesthat government needsto takebothin terms of investmentsand policy
changesto realiseitsobjectives. -

Itsintegrativerol ein thedevelopment of aholistic approachto policy formulation incritical areas,
whereboth theUnion and thestateshavearoletoplay, is worthmentioning. In afedera framework,
an integrated approachcan bedeveloped by thePlanningCommission by maintainingcloselinks
and continuousinteraction with both the central ministriesand stategovernments. This approach
has been hel pful in thebest possibleutilisationof thescarceresources. Theroleof the Planning
Commission i ninvestment planning, especially in maximising theoutput of theeconomy andavoiding
. wastage of resourcesand output isal so appreci ated. Besidesensuring theefficient utilisation of
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resources, the PlanningCommission hasbeen attemptingto upgradethecapability of theimplementing
agencies by disseminatinginformation on better delivery mechanismsand best practices.

Critiqueof theRoleof the Planning Commission

Theroleof thePlanning Commission hascomeunder criticismfrommany quarters. First and
foremost istheone relatingtoitsrole as an extra-constitutional body. Itisargued that whilethe
Constitution earmarks spheresaf authority and responsibility over specificsubjectsand areasof

activityin afederal set up between the Union and thestates, the Planning Commission, which has
comeinto existenceby an executive order of theUniongovernment,actsasa‘super-cabinet' in
economic mattersfor the Union and thestates. Moreover, itspracticeof discretionary grantsand
credit, with el aborateschemesadf matching ratiosfor outlays, undoubtedly infringesthefederal

character of thelndian polity. When different political partiesarea the hedma thecentreandin
some states, thisaspect hasassumedsi gnificanceand becomeamajor palitical issuefor controversies
and political accusations.

On severa occasions, Chief Ministersof somestates have accused thePlanning Commissionthat
it has become another bureaucratichurdlein theinitiation of development schemes. Thereisalso
an opinion that the authority and power in the Planning Commission hasshifted from theexpert
groupstocivil servicepersonnel. In practice, barringahandful of personsdrawn from academia
or scientificingtitutions, civil servantson deputation to thePlanning Commisson, havemanagedto
occupy key positions as advisorsand planners, replacing experts. TheSecretary of theCommission
hasbecomethe nodal point in plan formulation, thereby flushingout theexperts.

Themost dominant style of policy-making isthat of appointingcommitteesor commissions for
direction onimportantmatters. Theinter-linkagesbetweensectorsand among ministriesareoften
achieved through the appointment of thesesel ected bodies, which arguably make theprocess
more protracted/time-consuming, insteadof contributingin any fruitful way to policy formulation.
With theresult, thefive-year plans are sel dom prepared on time. For example, theEighth Plan's
approach paper wasready only after completionaf almost onyear of theplan-period.

ThePlanning Commissionisasosubjected to thecriticismthat even during planformulationthe
Coinmissionisguidedmoreby poalitica pressures or expediency than by itsexpert judgement. The
annual planningin thesenseof anoveral, co-ordinated and directed multi-instrument governmental
initiativeisoften absent. Theactual process of plan formulation haslost itSmeaning and hasbecome
merely aritualistic and cumbersomeexercise. Itis, sometimes, also argued that the Planning
Commission isineffective, asit haslittle power in the processof implementation of theplans.

Last but not theleast, somecritics ask that why-should wehaveaPlanning Commission? The
membersdrawn from among thebest talent availablein their areacf expertiseseemto have very
Jittlesay in thefinal outcomedf the plan. It hasaseparatedivisiontodeal with agriculture, and
other divisionstodeal witheducation, health,etc. " The perspectiveisasfragmented asitisin the
operatingwingof thegovernment' (Ishwar Dayal, 1996). TheDepartmentof EconomicAffairsin
theMinistry of Financeisconsidered adegquateto decide upon macro-economicprioritiesand
policies.Similarly, theother ministriescan decideon sectoral matters. Inthiscontext, thestructure
of theCommission and thedynamicsadf how it functionsoften obliteratedecisivecontributionby
themembers. Moreover, the Planning Commission devel oped asegmentedstructure and has
becomeashadow organi sation of theministriesof thegovernment.

However, diametrically opposite views have a so been expressed in thisregard: the Planning
Commission, though an advisory body, isconsulted by the central ministriesregarding all the
important i ssues. It provides expert adviceand ensuresthat thedecisionstaken arein conformity
_with thestrategy and policiesindi catedin theplan. In practice, the Commission conductseval uation
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of theprojects/schemes, which generatesdatafor effective development planning. Their results
provide val uableguidancein making mid-coursecorrections, if necessaty in theimplementation of
programmes.

The Planning Commission, therefore, has some control over plan implementation through the
mechanismsof annual plans, project appraisal’s, policy evaluation, etc. Hence, neither it isan
ineffectiveornamental body nor asuper-cabinet, but can beconsidered as aco-ordinatosin the
process Of evolving aframework for governmental schemesand projectsfor development. In the
processof policy formulation,it hasto makecompromises and giveweight to political considerations
in addition toitsown framework. However, we haveseen that the processof planformulationisa
lengthy one and dependent on the devel opment perspectived the political |eaders. Thereisaneed
to bring significant changesin the planning procedure to maintain itsrelevance. The Planning
Commission hasal so been layingemphasis on the need for improving the planning process and
capabilitiesin thestates, which bear theprimary responsibilityfor creating and maintainingmost of
thesocio-economic infrastructurein thecountry.

In our mixedeconomy, roleof the government involvesmarket regulation and publicsectorinitiatives,
Similarly, the Planning Commissionin Indiaisa product of the mixed economy logic. Aslong as
India'scommitmenttoamixed economy continues, the Planning Commissionwill remain relevant
for policy formulation.

However, certain constrai ntsemergingfrom the current trend towardsglobali sation, liberalisation
and privatisation, wouldforce areorientation in the role of the Planning Commission. It hasto
adopt more of market-friendly approaches and be sensitiveto global trendson movement of
capital, technol ogies, servicesand goods. The protectionist policiesof thepre-WTO (World Trade
Organization) regimeare no longer relevant to an economic context dominated by neo-liberal
econoinic paradigm and theforces of globalisation. Pricefluctuationsin the global market for
items, such as, crudeoil, metals, food products, etc. have an immediate and often an adverse
impact on theeconomy of India. Again, outsourcingof serviceshy advanced western countries—
entirely in the private sector offersfavourable trendsfor thelndian economy. In many spheres,
especidly inattractingforeigninvestments, the stategovernmentshave been pro-active. Thechanging
global economi cscenariopresentschallengesas well, asopportunitiesto the Planning Cornmission.,

Oneshould notethat the contextisopen to many key playersto take initiativesin view of the need
for quick responses. These key playersare widely spread, among thepolitical elitesat thecentral
and statelevel s, publicand privatesector executives, multi-national corporationsand so on. Instead
of adheringto notionsd centralised decision-makingand pre-fixedplans, the PlanningCommission
has to assume amoredynamicroleasawatch dog of theeconomy, asafacilitator, and asathink
tank. A re-orientation in itsrolerequires greater inputsfrom experts in the field of economics,
science, informationtechnol ogy, patenting, etc.

77 CONCLUSION

Toconclude, it can bestated that the Planning Commission hasto analyse the economic, financial,
socid, and political situation; diagnose reasons for successand failures in performance;andevaluate
capabilities to execute and recommend improvements. One important component of the
Commission's task ispolicy formulation. It appointsalarge number of technical, sectoral and
special committees; thereby involving political leadets, administrators, experts and members of
non-governmental organi sationsin formulating national economic policies. Finally, thePlanning
Commissionformul atesthefive-year plans, whichlay down the national goal sto be achieved and
thestrategy to befollowed.
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This Unit has helpedus to understandtherole of the Planning Commissionin detail. We have
discussed thestructure of the Planning Commission andits rolein the planning processas an
independent body. We have examinedtherole and composition of theNDC in detail. ThisUnit
has highlightedtheimportance of abovebodiesdespitethefact thet they are non-statutory advisory
bodies. ThePlanning Commission al so hessomecontrol over- plan implementation. In addition, the
processof plan formulation and themanner in which differentunitsad thelndian federation and
their agenciesinteract i n the planningprocesshave been described.Lastly, the Unit hasdealt with
variouscriticisms and controversiesin thecontextd theroleand power o thePlanning Commission
and highlighted the need for areorientationin itsrolein thecontext of liberalisation,privatisation

and globalisation.
7.8 KEY CONCEPTS

Macro-EconomicPolicy : ThisPdlicyisrdatedtothenationd economicsysemasawhole.

PerspectivePlanning : Itisalong-termoverdl planning takinginto view dl aspectsof
theeconomy and theinter-sectord relationships.

Project Appraisal :  Evauation of aproject to estimateitsachievementsas against

theestablished goal's, estimated cost, timeand resources.
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7.10 ACTIVITIES

1)  Why should we haveaPlanning Commission? Supportyour arguments with currentexampl es?
2) Describethecompositionand roleof theNatibnal Development Council.

3) Observeand analyse the processof plan formulation in Indiaand make suggestionsfor
re-orientationof the policy-makers.
4) Discusstheview that thePlanning Commission isa *super-cabinet’ for theUnion and states.






