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We dealt, in our Interim Report on the 

Machinery for Planning, with some aspects of the 

problem of reorganising the Planning Commission, 

namely, its set-up, the distribution of work among 

its Members, the role of the National Development 

Council and the constitution of Planning Boards 

in the States for the formulation of Plans and 

evaluation of their performance. We also briefly 

touched upon the Planning Commission’s relationship 

with the Central and State Governments and upon the 

organisation of the Secretariat of the Commission. 

As the purpose of our Interim Report was to assist 

the Government in its immediate task of taking 

(iecisions about the reconstitution of the Planning 

Commission, we had to leave over for consideration 

in a later report several other matters connected 

with the . Machinery for Planning. While we do not 

intend to go over the ground afresh on matters

I ~ INTRODITCTORY

which we have already dealt with in tho Iterlm 

Report, it has become necessary on further con

sideration to supplement some of the recommenda

tions made earlier by us.

2. In dealing with the issuen considered in

this retjort we have made full use of the final



report of the Study Team on the Machinery for Plan

ning presided over by Shri R.Ft.Morarka. We had 

also the benefit of the views of the Study Team 

on Financial Administration presided over by 

Shri B.Venkatappiah and the Study Team on Centre- 

State Relationships presided over by Shri 

M. C.Setalvad, which dealt with certain issues relat

ing to planning covered by their terms of reference. 

We are thankful to the Chairmen, Members and 

Secretaries of all the three Study Teams.

3. The functions and the organisational 

structure of a planning agency as also the planning 

procedures are determined largely by the national 

approach to planning. The Constitution of India . 

lays down the broad framework within which the 

national planning must operate. It enunciates certain 

directive principles of State policy which set out 

the national socio-economic goals. Economic plan

ning in If!dia has come to be viewed as an attempt

at accelerating the rate of economic growth as well 

as development of human faculties and building up 

of an institutional framework adequate to the 

needs and aspirations of the people.

4 . The scope of planning in India thus covers 

a wide area of activity in the social as well as 

economic sphere. The planning effort needs to be
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regu3.ated by the requliieineiit.f? ol* deintxiratlc processes 

as well as of the Centre-State relationship and the 

citizens’ fundamental rights enjoined by the Consti

tution. Planning has to be consistent with our way of 

life, resources and needs. Another importart factor 

is the nationally accepted concept of mi^ed econorny 

of public and private^ sectors working in harmony for 

national prosperity. Thiis , while on the one hand,
•

our planning has to be much-more comprehensive than 

the ’ indicative' type in vogue in some countries, 

it cannot, on the other, be of the ’total' variety 

adopted by totalitarian countries.

5. It i s , therefore, inevitable that our

planning should, on one side, be decentralised to 

a greater extent than one would allow on a theore

tical consideration and depend for its success on 

the support and participation of several agencies.

On the other, it needs to be centralised to ensure 

coordination, proper allocation of resources and 

full attention to national needs and objectives. 

Besides, planning for a country of India’s size 

and diversity cannot be left to be organised, 

supervised and controlled by a single gtoup at 

the Centre, however gifted the members of that 

group might be. The various agencies involved in 

the planning process should be v.ell organised,
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their roles should be clearly defined, and their 

inter-relationship should be properly established 

and made fruitful through an efficiert system of 

communication. Similarly, adequate consultation 

must be provided for between the Planning bodies, 

Central Ministries and Departments and State Govern

ments and representative bodies of private sector. 

This involves streamlining of procedures, clear 

definition of responsibilities and functions and 

proper delineation of purposes of deliberation or 

consultation. Unless all this is done, the existing 

considerable duplication and waste of effort will 

continue, leading to conflicts which may seriously 

affect the pace and success of the planning process. 

It is to the consideration of these essentials that 

we address ourselves in this final report on the 

Machinery for Planning.

6 . We have already recommended in our

Interim Report that the Planning Commission should 

exclusively be an advisory expert body which should 

be able to exercise its judgment in plan formulation 

uninfluenced by extraneous considerations. If the 

Commission is to be really effective in such a role, 

it must confine itself to broad aspects and not go 

into details of plan programmes and schemes. These 

details should be left to the concerned Central 

Ministries, Departments of State Governments and
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other executive agencies.

7. The recent changes in the pattern of political

power in the States emphasise the need for a greater 

decentralisation of pl.anning In certain areas. Plan

ning in those fields of development in which it can 

be more advantageously organised, supervised and 

implemented at the State and lower levels should be 

the responsibiljty of the State Governments. The 

State rJovernments must have proper machinery for 

formulation of their plans based on their resource 

potential and needs, and for the appraisal of plan 

performance. Our recommendations concerning the 

establishment of the State Planning Boards, made 

in our interim lleport and elaborated in the present 

report, are aimed at improving the planning process 

in the States. It must, however, be ensured that 

the States formulate and execute their plans 

within the framework of the national priorities.

B. The implementation of the Plan schemes and

projects has, in the past, suffered a good deal 

from the lack of attention to their detailed planning 

and phasing. It is, therefore, necessary that the 

Central Ministries and Departments of State CJovern- 

ments should work out in fuller detail the adminis

trative and operational implications of each 

programme and scheme and ensure their proper phasing.
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The existing arrangements within the CJovernment 

Departments In regard to programme planning and 

management would have to be considerably improved 

We are convinced that unless this is done, the 

implementation of schemes and projects will 

continue, as in the past, to be unsatisfactory 

in certain areas and the full fruits of planning 

will not be reaped.

-6-



II > ?U V  FORMULATION 

The Prosent Plan Procedure and Its
c PIT: n;: 3

9. The formulaticn of a Five Year Plan Is a 

time-consuming ani complex process. The National 

Development Council, the Planning Commission together 

with its Working Groups a.nd the Advisorj’' P?*nels,

the Ministries of the Central GovernmentState Govern

ments and above all, Parliament are all involved in 

this c.-̂mmon endeavour. Association with the private 

sector is secured through various Development 

Councils and representatives of commerce and industry.

10. The process of formulating the Five Year 

Plan, as it has evolved over the years, has four 

stages. During the first stage which begins about 

three years before the commencement cf the new Plan, 

stuiies are undertaken to examine the state of the 

econoniy ar.d to identify the principal socis.l, economic 

and institutional shortcomings. Tentatlvo conclusjons 

reached as a result of these studies help formulate 

the general approach to the next Five Year Plan.

These are submitted by the Commission to the Central 

Cabinet. They are then placed before the National 

Development Council which indicates the rate of 

growth and the broad priorities to be assumed for

the purpose of further work on the preparation of 

tho Plan.
-7-



1 1 , In the second stage, an attempt is made 

to Wv̂ rk out the general dlrner.slons of the Plan In 

the light of the tentative rate of growth indicated 

hy the National Development Ccaincil. While necessary 

studies for thi? purpose are under way within the 

ConiT’lsslcn, a number of Working Groups, conip»̂ sed of 

officers of tJie Commission and the concerned 

Mjnistries at the Centre, are set up. The State 

Governments are also advised to set up their own 

Working Groups which are expected to 3?<=5main in 

inforinal contact with their counterparts at the 

Centre. Vihile the studies of the various Working 

Groups are in pr»>gress, the Commission seeks the 

advice of leading non-official experts, through its 

varicn.s advisory Panels/Committees on the broader 

aspocts of policy and the approach to the formulation 

of the Plan.

1 2 , '^he second stage eiî ŝ with the preparation 

of a Draft Memorandum which outlines the maip. 

features of the Plan under formulation. The Memorandum 

is also expected to pooe the main policy issues 

requiring consideration at the highest level. The 

practice, CO far, has been to indicate at this

stage no more than a mere outline of the magnitude 

of the task envisaged for the private sector. The 

Draft Memorandum is presented to the Central Cabinet
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and then placed before the National Development 

Council.

L3. the third stage, work is directed towards

the preparation of the Draft Outline of the Five 

Yeer Plan in the light of the observations made by 

tho National Development Council on the Draft I'temo- 

randum. The Draft Outline is an elaboration of the 

Memorandum ar.d seeks to give broad features of the 

various sectoral progroniTnes and to cpell out the 

principal policy measures needed to carry them rut. 

The Outline is comTnented upon by tho States and the 

Central Ministries before it is submitted to the 

Central Cabinet and the National Development Coimcil. 

The Outline as approved by the Cc^mcil is circulated 

for public discussion. It is considered by an 

Infcrmal Consultative Committee of Members of 

Parliament as also by Parliament as a whole.

14. %/4he fy*urth stage relates to the preparation

I of the final report on the Five Year Plan. The 

Planning Commission, in association with the co\- 

concerncd Central Ministries, hoI)^s deta.^led . ' 

discussions with State Governments regarding their 

Plana. Estimates of resources likely to be available 

ard measures for mobilisation of additional resources 

as well as proposals for sectoral prcgrammes of the 

States are discussed both at thf̂  official and the

/



p^olitlc^al levels bef >re corclusions are arrived at. 

Discussions are also held with representatives of 

major organised industries in the private sector 

through various Development Councils as well as 

Chambers of Cominerce and Industry.

15. In the light of the points thrown up during 

all these discussions, the Planning Commissirvn 

prepares a paper bringing together the principal 

features of the Plan, the policy directives to be 

stressec  ̂ and the issues which may require further 

consideration before the Plan is finally drawn up.

The paper is submitted to the Central Cabinet and 

the National Development Council. The final report 

on the Plan is based on thvT> cx)nclusions raaohed on 

this paper. A draft of the final report is f^^sidered 

by the Central Ministries and the state Gô ’̂ ernments 

and it is then submitted for approval to the Cabinet 

and the National Development Council. Thereafter,

it is presented to Parliament for discussion and 

approval.

16, For effective implementation of the Fivo 

Year Plan, it is necessary to frame annual develop

ment j;r<̂ <̂ rairunes within the framework of the overall 

Plar,. These are included in the annual budgets of 

the Central and State Governments. The pr<»paratjon 

of th^ annual budgets aj.so affards an opportunity.
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fpr reviewing and adjusting the croad annual phasing 

indicated in the Five Year Flans. Annual planning 

provides for flexibility in the jjnplementation of 

plan programmes in accordance with the development 

of the economic situation from time to time.

17. The work of the preparation of an Ar.n\ial 

Plan is undertaken in the Planning Commission r^und 

about August or September each year. The different 

Divisions of the Planning Commission carry out 

exercises for evolving a tentative picture of the 

tasks envisaged for the next year keeping in view 

the achievements of the previous year, the progress 

in the current year and the total effort needed for 

the remaining poriod of the Plan. Simultaneously, 

the Economic Division of the Planning Commission 

carries out studies to find out the financial 

resources which could be available for the Annual 

Plan. A similar assessment is also made in the 

Ministry of Finance. •22?.etp vie local 0;9t^nfttes of 

tt^'jKloAstry of Finance and those of the Economic 

Division of the Planning Commission are discussed 

and a tentative estimate is made of the total 

financial resources which would be available for 

developmental needs in the next year. A broad 

agreement on the quantum of total Central assistance 

to be given to the States is also arrived at.
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Tha Planning Commission then comrminicates to each 

State the general guidelines for the formulation of 

tho Annual Plan for the following year, indicating 

also the provisional figure of Central assistance.

The States are requested t'̂  furnish along with their 

plan:? their estimates of their financial resources 

as well as proposals for mobilisation of additional 

resources.

The next stage consists of discussion vrith 

individual State CJovernments on their annual plan 

proposals. According to the practice so far prevalent, 

the resources position is first discussed in a special 

Working Group a day in advance of the discussions 

t;n plan programmes and schemes for different sectors. 

This Wnrking Group ^'onsists of officers of the 

Ministry cf Finance, Planning Commission and State 

Governments. Proposals for individual sectors are 

formulated by a number of sectoral Working Groups. 

These Groups are usually headed by senior officers 

of the Ministrins concerned and include representa

tives of ^he State Government, Plann^n^ Commission 

and Central Ministries. All the Groups first meet 

tcgcfther under the chairmanship of the concerned 

Programme Adviser of the Planning Cr^mmission. Ho 

gives thea an idea of the financial rosour<je3 

which would be available to the State for the next 

year»3 Plan. The proposals of the Individual
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Workirig Groups aro to he accDmniDdated within their 

overall ri/»uro. The meeting then splits into different 

sectoral Working Groups. Their proposals are first 

submitted to the Programme Adviser. These propaials 

as well as the Prô jrairme Adviser’s comments thereon 

are discussed in a meeting of the Planning ComiBiflslon 

which is attended by the Chief Minister of the concerned 

State. In this meeting a final view is talcen on the 

State’s Plan for the next year, the quantum of Central 

assistance and the state’s own financial effort.

19. At the Centre, the work cn the Annual Plan 

is linked with the preparation of the Capital Budget.

The next year’s Plan for the Central sector is prepared 

in consultation with individual Ministries concerned. 

There are, however, no working groups for the finalisa- 

tion of the Plan for the Central sector.

20. Though, during the last eighteen years con

siderable strides have been made in developing plan

ning methods and procedures , there is need for their 

improvement in several respects. A major shortcoming 

relates to the posing of alternative approaches to 

development and explaining to the decision making 

authorities the implications of each such alternative.

It is also Important to have an adequate long-term 

perspective of development in order to avoid 

imbalances in the eccJî y:ny and breaks in continuity. 

Perspective planning attempted so far has, however,
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auffered from a number cf deficiencies and (v>noideral?le 

reserv'^aticns have been expressed in certain quarters 

at-uut its value.

2 1 . The c.'mpcsitio3> as well a:> the iranner of 

functioning cf the Working Groups and the advisory 

bodies need to be improved. Again the present system

o-f arnioal plan discussions is t '̂  ̂ elaborato and toc\ 

much centralised. In the earlier days of planning, 

when the States as well as the Qentral Ministries 

did not have sufficient planning experience, it was 

natural for the Cominjssion to assume responsibility 

for detailed planning. But such an arrangement should 

no longer be necessary in the changed conditions :̂ f 

to-day.

22. Another weak link in our planning process 

is the nebulous relationship between planners and 

the private sector, v/e have not succeeded in 

involving the private sector in the planning pr<^cess . 

in a meaningful manner.

23. The whole basis of plan assistanose to 

States is another area whj.oh calls fo»r a fresh 

cxominvation. The pa'ctern of oui;lays and priorities 

set by the Centre, in conliination with the present 

form of CeBtral assistance to States, is said to 

have lod to the deplc^T^cnt cf resources in ways 

pot best suited to their indjvisual anc' varying 

pateiatlalIties. Lr.oal p^eds arui aspirations are
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also hound tc vary from region to region and these 

have to be a?*.low9d a fuller play In planning for 

different areas. The Fourth General Election has 

brought about changes in the party pattern of the 

GcveraTients in the States. There is Governaiont of 

one party at the Centre and of other parties in some 

States. Even when the same party was in pow«3r both 

at the Centre and in the States , it was strongly felt 

that the States should have greater freedom of 

choice and flexibility in.the matter of planning.

The need for providing such freedom and for suitably 

revising the scheme of Central assistance has become 

all the mere imperative to-day.

24. The organisation of the Planning Commission 

itself has come in for a good deal of criticism

cn various grounds. It has been pointed out that the 

Commission is over-staffed, has over-stepped the 

limits of its basic role in the planning process and 

has taken on certain responsibilities which are 

not germane to its terras of reference. It has also 

got involved in implementation and day-tc-day 

executive decision-making.

25. The present methods of progress reporting 

and evaluation of plan performance are also 

defective. It is axiomatic that the preparation of 

plans, both five year and annual, must Ye preceded 

by a careful appraisal of the plan performance in
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the earlier yenrs. Our record In this regard has 

not been satisfactory*

Guidelines for Plan Formulatlon

26. The central otjectlve of planning is to

achieve rapid economic development which means the 

attalniTiCnt of a sufficient3y high rate of growth.

The rate of growth depends to a large extent on the 

proportion of its national income that a C'̂ -mmunity 

can divert from consumption to investment. It is 

relevant in this connection to note that in India 

millions live in sub-standard conditions and there 

is a limit below which living standards cannot be 

allowed to fall. In fact, it even becomes necessary 

tc specially provide for improvement in the living 

conditions of the weaker sections of the community. 

Further, a consciously carried out programme of 

redistribution of incomes to prevent concentration ■ 

of wealth can to an extent adversely affect‘ the 

quantum of savings available for development. Creation 

of the largest possible employment opportunities 

and balanced regional development which are the 

accepted elements of rur socio-economic policy can 

in the short-run lead to our attaining a lower rate 

of economic growth. Balancing of a number of such 

oompetiiig objectives, though a fliffl̂ -'iil.t task, is 

tho very fissenc© of plAnnlng.
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27. External resources have also a bearing on

deveD.opment. Their size will depend first on the 

quantum of the external aid that may be forthcoming; 

and secondly, on the balance of payments position. 

While the former is largely beyond the control of 

the Government, there is scope for manoeuvrability 

as regards the latter by reduction of imports and 

expansion of exports. Both these will involve a 

certain amount of discipline on the part of the 

comr.unity. The extent to which the or-mmunitj’̂ will 

be prepared to under-go hardships for the sake of 

posterity is bound to determine the character and 

size of the National Plan. In the last analysis 

this Involves the ability of the Government to make 

the Plan acceptable to the people and to implement 

it. The final responsibility for the Plan must 

therefore devolve on the Government backed by 

political strength and its hold over popular 

opinion. This refiuires that before an expert 

advisory body like the Planning Commission actually 

begins to formulate its Plan in detail, it should 

have some indication of the mind of the Central 

and State Governments as to the extent to which 

they would be prepared to go in the discharge of 

that responsibility, particularl}'' in matters which 

would involve Facrifices on the part of the people.
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2^, It was in this context that we had Ijicluded 

as ore of the functions of the National Development 

<>)un?ll the laying down of guidelines for the formula

tion of the National Plan. It is necessary that these 

guidelines are available as soon as the broad aspects 

of tlie basic factors of the next Plan can be brought 

rut and preliminary procedures of planning for the 

next period reach a stage when broad decisions can be 

taken on basic factors surh as the rate of growth, 

the needs which the Plan has to fulfil, the conditions 

and resourres necessary for such fulfilment, the 

manner in which the conditions have to be brought 

about and roso^orces , both internal and external, are 

to be mobilised, the extent to which the life of the 

C'-.mmunlty would have to be regulated and the sacrifice 

and discipline that would be involved. Obviously, at 

this stage a measure of flexibility would not only 

to .inevJtable but also necessary. In seeking .the 

guidelines from the National Development Council 

at this stage, it would be necessary for the Planning 

Commission to give a clear picture of its c-wn mind 

about the broad features of the next Plan. At the 

same time, it chour.d also indicate reasonable 

alternative approaches vout of which the National 

Development Council can make a choice in accordance 

with it«j appraisal of the extent to which the 

countiy w m . go, or below leval of #̂ l‘fort
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called for by the Planning Coramission’s proposal.

Re coirimend̂ t Ion;
1

We recommend that the Planning Commission 
when seeking guidelines from the Natjonal 
Development Council for the formulation 
of the National Plan .‘':hou3,d give a tentative 
framework of the Plan considered feasible 
by it and aleo indicate other alternative 
approaches cj^lling for different degrees 
of effort. The basic factor.*: iJivolTed such 
as the rate of growth, the resources 
required cind the sacrifices involved should 
clearly be brought out. Detailed work on 
the formulation, of the Plan should proceed 
in the li,^ht of the {guidelines given by 
the National Development Council.

Persi:)ective Planning

29. The need for a perspective of development

was recognised almost from the very inception of 

planning. The First Plan attempted a broad perspective 

in terms of projections of national income, invest

ment and aggregate consumption, and pojnted out that 

given a continuity of ofrorr. in terms of certain 

assumptions made, the country’s national Income would 

in 1971-72 be double that in 1950-51. The Second Five 

Year Plan gave a revised perspective, again only in 

broad terms. Since then the techniques of perspective 

planning have been grad’oally improved. As a result 

of a number of studies undertaken by its Perspective 

Planning Division, the Commission brought out in 

September 1966 a document entitled ’’Material and 

Financial Balances” which sets forth the inter-related
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iraterlal balances for the periods 1964-65 to 1970-71 

and 1970-71 to 1975-76.

30. Perspective planning as atteirpted so far hr.s 

com© in for considerable critjclsin in certain quarters. 

It has been said that in the present state of our 

eccnoii ’̂ and vith Inadequpte knowledge of the future 

posslLilitles It is ext-r'emely difficult to forecast 

for a long period; that the imponderables involved

are mar̂ y and that it would be preferable to restrict 

curs Gives to short-tonn projections. It has been said 

that the attempt to look far ahead and plan accordingly 

has been responsible for certain distortions that have 

taken place in our economy. It has also been suggested 

that the projections of perspective planning for 

the Third Plan period have not come out to be true 

and could well have misled public opinion. It has, 

therefore, hfild by somo that the whole exercise

was futile and not worth the effort.

31. We do not subscribe to all this criticism • 

of perspective planning. An excellent idea need not 

be ;Jettisoned merely because the handling of it has 

not been satisfactory. Lessens should be j.earnt from 

the mistakes of the past so as t;̂  evolve a system of 

perspective planning which would n^t give rise to 

any undesirable consequences. In our view, It is 

necessary that we should retain a long-term perspective 

\^en we plan for a short-term. However, long-term
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planning involves so many Imp'.'nderables and unpredictable 

factors that it would be impossible to avoid deviations, 

adjustments and even re^rlsion. In the circumstances, it 

cannot be, as is popularly construed, a plan but or̂ ly 

a perspective of objectives and assessment of poesibi- 

lities in realising then. Such a perspective should not 

merely be a statistical exercise in projections but a 

realistic assessment of needs over a long period and of 

the probability of fulfilling these needs having regard 

to relevant practical considerations.

32. Wiiile it might be possible to think in terms 

of a five-year period for certain areas of develop

ment, a vision with a longer range is necessary when 

we consider areas like power and other basic industries 

where the gestation of the projects may extend well 

beyor̂ d one plan period. If decisions regarding the under

taking of such big projects are not taken keeping in 

view the longer perspective, imbalances are bound to 

develop which might seriously jeopardise the smooth 

course of development. It is therefore necessary that 

when the Planning Commission lays down firm and clear 

lines of a Five Year Plan it should have before it a 

perspective of development over a longer period. We 

would not, hrwever, like to lay down a rigidly uniform 

period applicable to all sectors of the economy fcr 

formulating a perspective. In come cases it may suffice 

to visualise the course of development over ten years,
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In soxae over fifteen years and in others again over 

even a longer period. It is obvious that this task 

of perspective planning cannot be attempted single 

handed by a central planning agency. Other agencjes 

esnecially those engaged in the survey of natural 

resources and in technological improvements should 

also be fully utilised.

Recoimnendation;

-22-

We accordingly recommend that when the 
CcmTnlssion lays down the lines of a 
Five Year Plan, it should have before 
it a perspective of development over 
a longer period. The period may be 
different for different sectors of 
the economj", ten years for some, 
fifteen years for others and even a 
longer period for some others.

Tne Rollin.? Plan

33. The Study Team on the Machinery f^^ Planning

has recommended that an interim Five Year Plan should 

be prepared by the time half of the five-3”ear period is 

over. This interim Plan is to be set within the wider 

framework of a fifteen year plan ar/i is tc cover the 

balance of 2i years of the current Plan ard 2Tr.:3''ears 

of the next Five Year Plan, It is to be bused on the 

assiimptions and policies underlying the current Plan. 

The idea is to make the Five Year Plans roll on 

vlthln a fifteen-year perspective.



3 4 . Wliilo in ther^ry, we agree that an exercise 

cf this kind might be iL^cfvil, we feel that it would 

not be worth the effort involved and might even lead 

to some confusion and urcertainty in the public mind. 

By the time this ex ‘̂rcise is completed, hardly much 

progress would have been made in the current Plan, 

considering that most of the progress is normally 

made in the last three years of the Plan. It vrculd be 

difficult j= if  not impossible, to make any reasonable 

forecast on baric factors in respect of the next Plan 

when the full effect of the current Plan is not 

knovm and cannot be forecast with accuracy. We, 

therefore, do not accept this recommendation.

♦Core* Plan

35. It has been suggested that in view of the 

uncertainty regarding the availability of foreign 

exchange and the turnout of crop harvests, the 

Planning Commission should prepare varj-ants of the 

Plan based on different assumptions regarding these 

two uncertain elements. This process of producing 

variants is linked up with the concept rS a ’Cere 

Plan’ . It is argued that it would be better tĵ  

think about such a ’Core Plan’ at the time of plan 

formulation than when overtaken by conditi^^ns of 

crisis.
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3 C. The concept of a 'Core Plan* carao up during

the Sccond Plan in 1957-58 when the country was faced 

with an acute foreign exchange crisis. It seems to 

us that the idea of a ’c'̂ ire’ is linked with the 

fear of a sudden stoppage or drastic reduction in 

external assistance. This itself is a sufficient 

justification for taking a second and closer look at 

the role of external assistance in the scheme of our 

plwanned development. It is, however, in itself a 

subject for a deeper stuiy. Whatever be the quantum 

of external aid considered necessary, the approach 

should be to take cognisance of on3.y that amoimt of 

external aid that can reasonably be assumed to be 

fi^rthccming and include pr^^jects in the Plan 

accordingly. After all planning can proceed only 

on the basis of reasonable assumptions and can 

hardly take into account a sudden stoppage of external 

aid owing to such contingencies as outbreak of 

hostilities. In such an eventuality, the *core’ 

would mean only what we can do on our own. 

Contingencies like the failure of monsoons are a 

cyclical feature and good planning must ab initig 

take them into acc.‘)unt. A contingency like the 

country*s Involvement in a war only underlines 

the importance of t’le productive apparatus being 

such as to be capable of being geared at short 

notice to meet the needs of the war effort.
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But that is altogetlier a different consideration and 

hardly calls for a ’Core Plan'. Diversion of resources 

to defence purposes would automatically mean a certain 

cutting down of developmental expenditure. Eovqvqt  ̂ this 

would have to be done in the lig^ht of the stage of 

execution of individual prejects and prograannes. Con

tinuing schemes cannot be dropped and resources for 

them will have to be found. The new schemes may in 

any case have to be deferred.

37. We co'-ild also approach this Issue from another
/

angle. In Indian conditions we are bound to undertake 

the maximum effort possible, which, in effect, could 

be regarded as the ’core’ . At the same time, a number r,f 

well prepared projects should be kept ready so that 

some of them can be undertaken if more resources than 

originally anticipated are fcrth»'>oming. There is a 

danger that the provision of a 'core* in the Plan 

itself might create a feeling in the country that 

an effort of the level corresponding to the 'core' 

would suffice, or that if the full effort docs net 

materialise there would be nD harm done since 

the minimum would be attained in any case. Moreover, 

we feel that the scheme cf priorities which is an 

essential feature of planning should enable the 

Commission to prune the Plan suitably if any 
*

'unforeseen contingencies cause a substantial Jolt 

to it.



Bo c nd a 11 on:
o

We, therefore, recomniend that the Five 
Tear Plan should take into accrunt only 
such foreign aid as can be reasonably 
af'-.umed to be forthec^jng. It should 
als:? talce into consideration internal 
contingencies } Ike failures of monsoons 
which are a normal cyclical feature. 
T?iero is no need for any separate *(5'>re 
Plan*. The entire Flan should provide 
for the maximum possible effort, based 
cn a realistic assessment of resources.

Role of External Assistance

38, This brings us to the question of the role 

of external assistance in our planned development.

There arc obvious risks in excessive reliance on 

foreign aid. Even the First Five Year Plan 

rec<^gnised this danger ani pointed cut that external 

resources should be used only at strategic points 

and stages. There is also a view that dependence

cn external aid has actually retarded our development 

by encouraging complacency and creating the psychology 

of aid being al.ways available. It has also beer 

pointed out that it would be dangerous to ur,e 

external aid as a device cf budgetary supDor*: and 

that it should be confined only to meeting the most 

essential of our import requirements.

39. We feel that a constant vjgilance is needed 

ensure that we do not receive foreign aid ir  we can avoid 

it. Vdien foreign aid is inescapa‘)le, it shou-.ld be 

restricted to the mirimum. Ever;  ̂ effort should be made

to develop indigenous production at the required paoe



and to the required extent. The cost involved in 

foreign aid and its repercussions on the economy 

should carefully be caZ.culated and borne in mind.

We also consider that in every scheme cr project 

involving foreign aid there should be a claar enuncia

tion of the manner in which the above vigilance should 

be exorcised and of the measures which would eventually 

make such aid unnecessary in the shortest possible 

time. The obligations, which from this po'^nt of view 

have to be impressed on the management of pro;!ects, 

should also be clearly defined along with the means 

of enforcing them.

Rec<^a^encIatlon;
4

We recommend that each schemc or project 
involving foreign aid should clearly 
set out the measaTes for dispensing 
with such aid in the shortest possible 

time and should also spell out the 
precise obligations, in this regard, 
of all concerned.

Working Grours

40. The various Working Groups which are set 

up about tvro years before the commencement of a 

Five Year Plan are the most important instrument 

developed by the Planning Commission to assist it 

in the formulation of the Five Year Plans. These 

Groups are constituted sector-wise and most of them 

in turn, set up sub-groups to formiolate proposals 

for different areas within a sector. They consist 

mostly of exports drawn from the Ministries and
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the concerned executive agencies. The Groups are 

expected to review the perfc'rmance of the economy in 

the various sectors, assess the progress made in the 

citrrent and preceding Plans and formulate proposals 

for the next Plan. When the vfork on the formu^lation 

of the Fourth Five Year Plan was taken up a few years 

ago, the Groups were asked to formulate their proposals 

keeping in view also the rcnuirements of the next 

fifteen years.

41. The Working Groups help hring together the 

experience and expertise of persons specialising 

in different fields. There is also another advantage. 

The National Plans will assuredly be executed with 

greater enthusiasm and energy if th^se \iho are charged 

with the task of implementing them also participate 

in their formulation. In actual practice, however, 

the Working Groups have failed to be as useful as 

was expected of them. For instance, most of the 

Working Groups constituted to help in the formulation 

of the Fourth Five Year Plan failed to submit their 

reprrts according to the time schedule laid down 

by the Planning Commission. Generally, they met only 

a few times. They did not have adequate technical 

support. Neither has there been much close and con

tinuing contact between the Groups and the Planning 

Commission. Also there has been very little rep

resentation of non-official experts and experts from
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the States. It Is nocessary that Grr̂ ’jps should 

bo broad based. There is a need to bring in experts 

from the States as well as from outsiie the Gkjvern- 

ment. Kowever, their nembershlp should net be sr 

large as to cosie in the way of their effective 

working. Further, the Planning Comraission should 

Invariably prrjvide the Groups with a clear indication 

of the linos of development envisagtKi for the ne::t 

Plan.

42. • The Ministry should take an active interest 

in the working'"of the Groups and for securing this 

objective, the present practice of the Secretary

or a senior officer presiding ever the Group may 

continue. The Groups would not be in a position to 

§ive their best unless they get the necessary 

secretariat and technical support. We hope that 

the recommendations we have made elsewhere regard

ing the constitution of Planning Colls jJi Ministries 

would go a long way in providing this support.

43. ■ A major deficiency in our plan formulation 

procedures is the inadequate ccmmunication between 

persons engaged in planning work in the States and 

at the Centre. When the work on the Fourth Plan 

began, it was envisaged that the Working Groups

at the Centre and their ocunterparts in the States 

would keep a close truch with each other. This, 

however, did not come about. We hope that the
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estalillshment of Planning Boards in States, as recom

mended by us, would contribute to a more fruitful 

cor.m inication between the p?.anning agencies at the 

Centre and in the States.

v4 . We would like to emphasise that in the case 

rf suw';Jects falling within the jurisdiction of the 

States, the Woi’klng Groups set up ty the Central 

Ministries should also incliide some specialists 

drawn from the State Governments and their Planning 

Boards.

Bee '".m.rr>/!ndat ion;
6

We recommend that:

(1 ) The composition of the Working Groups 
should be br-'.ad based. Each Group' 
chould, in additi.m to the official 
members, include a few non-official 
experts selected having in view the 
subject matter of the Group. The 
Groups dealing with subjects falling 
in the State List should also have 
some specialists from State Planning 
Boards and State Governments.

(2 ) The Working Groups should be compact 
bodies presided over >y Secretary or 
other senior officer of the Ministry 
concerned.

(3) The Working Groups at the Centre and
their counterparts in States should 
maintain a close and regular cammunica- 
tioii wdtli other.

Adviscry Bodies

45. From its very inception, the Planning Commisisbn

h.13 attempted to associate with plan formulation a
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mmiber of persons working in different wallis of 

life, with a view to deepening its own understanding 

of the various problems and creating also a Hi^?3 

awareness of the policies and pr'^granmes recommended 

by it. The several advisory conOTitteos and parxls 

set up for this purpose by the comnissicn have 

mainly been of two types. In the first category 

fall the ad hoc bodies set up for enquiring into 

particular problems and- making specific recommenda

tions, e .g ., Ccke Oven Projects Enquiry committee, 

Engineering Personn^dl Committee and Prohibition 

Enquiry Committee. The second type of the con

sultative bodies includes the various standing 

crjTnmittees and panels. In 19C6, there were about 

twentyfive such standing bodies. Some of them 

like the Panel of Econom.ists did some useful work 

at one time or the other but most of them have 

hardly met at all in reccnt years. The Commission 

has recently abolished all its standing advisory 

bodies except the Committee on Natural Resources 

and the Land Reforms Implementation Committee 

of the Nationa.1 Developmont Oo\incil.

46. We do n:;t intend to go into the question

of which advisory bodies the Ccmmission should 

havu. It is a matter for the Planning Commission
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to dof»idle In the light of Its requirements. We 

would, however, like to outline cur general 

apprrarh to the setting up cf committees of this 

nature. The various Ministries of the Central 

Gove':*ninent have their own special advisory bodies 

and the Planning Commission should in the first 

Instance try to make fu3.1 use of them rather than 

set up its own parallel set of committees and 

panels. M  hoc groups caii be constituted to examine 

particular problems and should be wound up as 

scon as they have finished their work. If the 

need is not so much for obtaining expert advice 

as of ascertaining the reaction of certain Interests, 

consultations may be he.ld with the all-India 

assriciations representing those interests. If 

the intention is to benefit from the knowledge 

and experience of eminent experts, they may be 

associated with the Working Groups set up in 

connection with the formulation of Five Year Plans.

It is only in those few cases where the type of 

advice that the Commission needs cannot be obtained 

through arj- of these methods that standing advisory 

committees may be set up directly under the auspices 

of tiie Commission. In order that these committees
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may function as effective instruments of assistanoe 

in policy and proF.rarmne formulation, they should 

be compact bodies with a membership not exceeding, 

say, fifteen persons. It should also ho ensured 

that the persons choscn to work on these ccsiTrittees 

are not cinultanecusly members of a number of 

ether committees and are able to devote sufficient 

time for committees’ work,

Reo ommondatlon;
6^'

Wo recommend that;

(1) The Planning Commission should,
to the maximum extent possible, make 
use of the special advisory bodies 
which are sot up by the Oentral 
Ministries.

(2) Where the purpose is to ascertain 
the reactions of the interests 
concerned to the proposals of the 
Commir.sion, the all-.iidia associa- 
t.1ons representing those interests 
may be consulted.

(3) Standing advisory committees may 
he set up fcr considering mattt;rs 
which cannot adequately be dealt 
vith in any of the wavr? mentioned 
al'.ove or by the cor.s-titution of 
§5. hoc bodies. The&e chould bo

few in number. They should be 
compact bodies with a membership 
riot*exceeding, say, fifteen. It 
should be ensured that persons 
selected to work on these oommittces 
are not already wr.rk‘jr»g <>n a 
number of other b'̂ d̂iea and are 
able to devote sufficient time 
for the committf*ca' work.
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Plnnning Coll^ In the Central Ministries

47. In each Five Year Plan document, the Planning 

Commission has devoted a chapter spelling out the 

institutional arrangements necessary for achieving 

planned development. The Momorandum on the Fourth 

Five Year Plan also proposed that, as a part of the 

preparation for the nex^ Plan, each agency at the 

Centre and in the States should undertake a systematic 

review of its organisation, programme of training, 

development of personnel and methods of planning,

48. The existing arrangements for dealing with

the work of planning differ from Ministry to Ministry.

While all the Ministries concerned with developmental

programmes have technical experts, only some of

them have separate Planning Cells for the purpose.

In t'le Department of Mines and Metals, there are

two Divisions, one on coal and the other on minerals

and metals. Policy planning in respect of both 
to

is attended/by a Joint Secretary with the help of 

techr.lG.^ officers. In the Department of Iron and 

St«el, the work of planning and development is 

handled in one of the Sections of the l^opartraent, whlf̂ h 

consists of a Scction Officer, an Assistant and a 

Clerk. At the supervisory level, there are an Under 

Secretary and a Director who shc.ulder this responsi- 

Ml.ity along with many other duties. In the.Ministry of
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PetrolGuin and Chemicals, work of overr.ll planning Is 

looked after by a Deputy Scscrctary in consultation 

with the Economic and statistics Division. The work 

relating to detailed planning, scrutiny of teclinioal 

and economic aspect.*; of projects and their eyeoutloa 

is, hovrevcr, handled in separate technical units.

ThCv'̂ e are manned by senior technical offio<;rG. The 

Ministry of Agriculture has a Programme Implementation 

Section, a State Liaison Section and a Directorate 

of Economics and Statistics. The first two units are 

staffed by administrative personnel but the 

Dirbctora^o <uf Economics r.nd Statistics is manned by 

specialists. The Department (-f Health constituted a 

separate Planning Cell In September l^C^. It is 

designated as Bureau of Planning and consists of a 

Director, a Section Officer and a few Assistants 

and Clerks,

49. The existing arrangements in the Ministries 

for attending to work connected with planning are 

far from satisfactoi^y. As we expert tho Ministries 

to assume "̂ he responsibility of detailed planning 

within their sectors, it is rtccessary that work v»f 

planning in each Ministry is looked after a 

separate Cell specifically cori^tituted for the 

purpose.
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60. It is necessary to clearly define the 

functions of the Planning Cell in order to avoid 

duplication of effort and possible jurisdictional 

conflicts. The primary function of the Planning 

Cell in a Ministry will be to assist the Ministry 

and through it the Planning Commission in formulating 

a viable Plan for the sector with which the Ministry 

is concerned. For this purpose, a considerable 

amount of preparatory work would have to be under

taken by the Cell. This will include organising
/

studies, research and market surveys having a 

bearing on the development of the -sector and 

collection’ of background material and statistics.

We do not expect the Cell itself to undertake all 

these activities. It should get the required 

studies and surveys carried out as far as possible 

through the executive agencies of the Ministry and 

where need be through suitable research organisations. 

What is important is that the Cell should have at

i-* 3 disposal all the relevant information and data 

needed for planning purposes. The Cell as well as 

the executive agencies of the Ministry should provide 

technical and other assistance with regard to 

planning to the Working Groups and the Development 

Councils.

61. Once an agreed plan for the sector is drawn 

up on consultation with the Planning Commission, it 

would be the duty cf the Cell to work out the overall 

plan programmes relating to the Ministry. We have
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already recommended in our Report on Public Sector 

Undertalcings that the work of project plcuining and 

formula'cion should be the responsibility of thĉ  

sector corporations. The Cell will, however, 

assist in the scrutiny and evaluation <̂f 

feasibility studies and the detailed project 

reports prepared by the public sector undertakings 

or special consult ants. The Plann.-?Jig Cell will 

coordinate the detailed plaijning activities cf 

the ey.ecutive agencies under the Ministry. It 

will also ensure that the envisaged pla:i projects 

and schemes are properly phased and that the 

requirements of inputs and adiainistrative impli

cations have been fully and properly worked 

out.

62. The day-to-day watching of implementatl:;n

would be the responsibility of the executive 

agencies and the appropriate divisions of the 

Ministry concerned w .̂th the super^/ision of these 

agencies. The Planning Cell, however, should be 

in close touch with the progress of plan projects 

with a view to I'^cating problem eireas which need 

further studies. It should prepare periodically 

overall progress and evaluation reports on plan 

programmes, the evaluation of which is not done 

by the Planning Commission.



63. In view cf the specialised nature of

thsir functions the Planning Cells should be 

suitably staffed with tecl^inical and profession.al 

expertise. The Cell should be small in size 

and be headed by a senior technical officer or a 

«To:int Secretary as nay be appropriate. It 

sh<^uld function under the overall supervision of 

Sacr'^tary.

54. In addition to a Planning Cell, each

Ministry and Department should have an Internal

Standing Cormittee for Planning. It should

consist of Secretary, Heads of Department and other

senior technjcal and administrative officers of the

Ministry or Department. The Committee should

give guidance to the Cell in its work concerning

Che formulation of plan p rogrammes and should

periodical.ly review the progress of imple- -

montation.

M<:‘OT.Tnendatlr-n:
' t

V/e recommend that :

( 1 ) liach Ministry concerned v;ith develop
mental prorra:nmes should have a separate 
Planning Cell which should be small 
in size. 2 t should be suitably manned 
by techni'ial and p rofessional personnel 

and headed by a senior technical officer 
or a Joint Secretary, as may be appro- 
pr.late. I I; should function under the 
ovar^n fTupervision of the Secretary 
of the iris try.
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(2) Th\i PlrJining Cells should pritiarily 
have the following functionsj

(a) to assist the Ministry and
it the PJ aniiing Commission tl:-? 
formulation of the Five Ye.-̂.r Plpr* 
oy undei’taking the necessary 
preparatory work; to get the 
necessary studies and re sear *h 
needea for the formulation of t:*̂  ̂
pl?ji progromnes cfirried out 03'' 
the executive af^encies and 
other bodies; to collect r̂ rd 
maintain economic and statistical 
data relating to developii.ent 
and to provide necessary technical 
and other assistance to the 
VJorking Groups and the Development 
Co^mcils;

(b) to scrutinise and coordinate
the detailed projects and schem<=i5 , 
of the executive agencies under 
the Ministry and to ensure that 
the requirements of inputs and 
administrative implications of 
each project and scheme have 
been fully worked out and that 
the various projects are properly 
phased; and

(c) to keep in touch with the 
progress of plan schemes and 
programmes and prepare the 
rverall progress and evaluation 
reports on plmi programmes
not covered by evaluation 
by the Planniiig Ccmjnission.

(3) Each such Ministry or Depa.rtmeno 
should constitute ai Internal 
Standing Coiimiittec for P1 .2nning.
It should consist of the Secretary^ 
Heads of Departments and other 
sanior technical and administra
tive officers of the Ministry.
The Committee should guide the 
Planning Cell in the discharge 
of its functions and peri<^dica?-\y 
review the progress of imple
mentation »
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Plpiining and the Private 3e_Q^Q£

65, There is a lacl  ̂ of adequate collaboration between

the Planning Commission and the pr.1v.ate sector in the plan

ning of industrial development. It is true that occasiona:i.ly 

there vĉ ro consultations with the private sector. But such 

con.mltations on the whole have been inadequate and confined 

t tiio formulation of Five Year Plans only. Annual Plans 

arc finalised without any association of the private sector 

end even without a reasonably clear appreciation of the 

developuionts in that sector. The private sector has been 

assigned an important role in our national scheme of planned 

development. It is, therefore, necessary to create satis

factory institutional arrangements which would provide for 

consultations with the private sector and thus give it a 

greater sense of participation in the planning process.

56. The bodies created by the Government for consulta

tion with the private sector, namely, the Central. Advisory 

Council on Industries and the various Development Councils 

have not helped much in pl?anning for the industrial sector. 

The Central Advisory Council is too large a body and can 

hardly be expected to make any significant contribution 

to the planning process. At best it can only provide a 

forum for a general'discussion on plan policies and pr̂ '- 

grammes and might be used for this purpose. The Development 

Councils, on the other hand, can be made to serve as a 

useful instrument of industrial planning. Unfortunately, 

these hav®- boon used mostly as a platform where the private 

sector Industries can air their grievances. For the purpose
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of development pl.3r.ning, these Councils have generally 

been ineffective.

57. It seems to us that the lack of proper leader

ship and adequate teclmical support have been the main 

reasons for the failure of the Development Councils to 

assist in the planning of indiistrial programmes. With 

the constitution of Plnnning Cells in Ministries, as 

recomnended by us, it should be possible to provide such 

leade'^ship and to bring about more active and mutually 

beneficial cooparaticn between the private sector and 

the Ministry concerned. At the time of the formulation 

of a Five Year Plan, it would be useful to ask the 

Development Councils to prepare their own plans in the 

light of the general guidelines given by the Planning 

Commission and send them to the concerned Ministry.

Both public and private sector undertakings are operating 

in certain common fields of industrial development. It 

would, therefore, be desirable to involve, on an iisi hoc 

basis, representatives of the appropriate public under

takings in the formulation of the five year industrial 

plans by the Devolopment Councils. Similarly, at the 

time of the preparation of the Annual Plan, a few repre

sentatives of the Development Councils concerned with 

major industries in the private sector should be associated 

with the relevant discussions and deliberations.
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&  ccrmendation:
8

Wa rocommenl that:

(1) At the time of the formulation of a Five 
Year Plan, the concerned Development Coun
cils should be requested to prepare thej.r 
own plans in the light of general guide
lines to be given by the Planning Ccirmis- 
sion, and to send them to the concerned 
Ministries.

(2) A few representatives of the Development 
Ccl^ncils concerned with major industries 
should be associated vdth the formulation 
of the industrial programmes at the time 
of annual plan discussions.

Scruti]p.y of State Pl?n Scheaeg

58. In the early days of planning, practically every

individual scheme in the State Plans was subject-^d to 

Central scrutiny and required financial sanction from the 

Centre. This practice was in vogue in respect of majority 

of schemes till 1958 when the condition of scheme-wise 

financial sanction was generally dispensed with except in 

the case of certain types of schemes involving expenditure 

above specified limits. This move towards"decentralisation, 

though welcome, did not go far enough. The State Planning

Boards recommended by us will, when set up, perform in

respect of State Plans, mutatis mutandis functi':aas similar 

to thr̂ se of the Planning Commission. The whole question, 

therefore, calls for a fresh approach.

59. We have already emphasised the need for allowing

full initiative and freedom of action to the States in

the matter of State subjects. However, the overall effort

by each State in different sectors has to ba of such



nature and magnitudo as to facilitate the attainment of 

tha priorities and targets set out in the Five Year Plan. 

Those priorities and targets would havo, it Is expected, 

been determined after taking into giccount the resources 

and the needs of the States. The States would have t.̂  

conform to the basic sectoral targets, allocations and 

priorities fixed by the Planning Commission. Eut detailed 

sectoral planning will have to be left to the State Govern

ments, to be carried out according to their requirements, 

aspirations and available resources. Preparation and 

execution of individual schemes and programmes ^ould , 

as a rule, be left to the States. Scrutiny and approval 

by the Planning Commission should be necessary only in 

the case of schemes which involve a substantial amount of 

investment, a sizable foreign exchange component, considera

tions of inter-State nature, significant policy impli

cations from the national standpoint or implementation 

of basic national priorities.

BQ.r;oTnjnendati:?n:
9

We recommend that:

( 1 ) Detailed sectoral planning, including 
preparation and execution of individual 
schemes and programmes should be left t? 
the State Governments.

(2 ) The Planning Commission should confine 
its scrutiny to sach schc^es as involve 
a substantial amount of investment, a 
sizable foreign exciiange component, 
considerations of intef-State nature, 
significant policy implicatiors from 
the national standpoint, or implomanta- 
ticn of basic national priorities.

~ 43 -



- u  ~

Annuŷ I Plans 

A Fivo Year Plan is in the naturo of a ’’master*’ 

docunent. It sots out a seri‘'?s of inter-connected tasks 

to be carried out over a period of five years to attain 

the objectives of the Plan. It is through the instrument 

of Annual Plans that the ob;)ectivos are translated into 

action rrogrampios. Further, a five year programme is
%

necessarily based on certain major assumptions. In a 

predominantly agricultural economy like ours with its 

proverbial dependence on monsoons and with acute foreign 

exchange stringency, a rigid phasing of progranimes over a 

period of five years is just not possible at the time of 

the preparation of a Five-Year Plan itself. Annual Plans 

thus occupy a position of importance in our developmental 

strategy. The preparation of an Annual Plan mast be 

preceded by a careful review of the progress rf the 

develcpmental p rogrammes under execution and also a reasonably 

accurate appreciation 9f the private economic 

activity. Secondly, since both the Central and the State 

Governments operate through the mechanism of annual 

Eudgeiis, the annual planning and annual budgeting 

havG to be more or less simultaneous and coordinated 

pr 'cesses.

61, We have outlined earlier in this chapter the

present procedure for the finalisation of the Annual 

Plans. The whole process is crammed into three days 

for each State and two days for each Union Territory, 

and is a rac« against time. Decisions are taken in a



great hurry. The number of Working Groups is very large 

and the Commission's own representation on them is often 

at a lower level for the reason that the Commission does 

not have enough senior officers to work on these Gpoups, 

There is an attempt to cover too w ide a ground and in 

too much of detail, A large number of State officials 

come to Delhi every year and the time and the money 

spent on the whole exercise are hardly commensurate with 

the results achieved. We, therefore, consider that a 

thorough overhaul of the present procedures is necessary. 

With the constitution of Planning Boards in the States 

and Planning Cells in the Central Ministries, the 

detailed preparation of plan programmes, within the 

broad guidelines given by the Commission, would be the 

responsibility of the Boards and Planning Cells. The 

problem really is one of matching the annual plans to the 

resources available and of ensuring that each Annual 

Plan is a surer step towards the realisation and fulfil

ment of the Five Year Plan as a whole. The Central 

Ministries and the Planning Commission will only have to 

ensure that optimum progress is made to achieve the Plan 

targets within available resources.

62. We, therefor«, agree with the Study Team on

Machinery for Planning that the annual plan discussions 

in future may concentrate on broader icsues, such as, 

resource mobilisation, appraisal of performance in key 

areas, important policy matters and the requirements of 

major projects. Detailed planning within such a framework
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iurtaer adjustw^^ntwriicn luny be iiecessary should be 

iargel:’’ l?ft to t.t'Q Ministries and States, with provision 

'or . systematic follow-u;^ by the Plamiin;^ Coinniissicn cf 

'-.he progress the Flan,.

TC

've accordingly recommend that the present 
elaborate system of annual plan discussions 
throu{?h a large number of V^orking Group5 
should be discontinued. The discussions in 
future may be concentrated on major issuer, 
like resource mobilisation, important policy 
matters, requirements cf major projects and 
appraisal of performaiice in key areas.
Detailed planning within such a framework 
should be left to the Central Ministries and 
States,
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Ill - FINAI^^CIAL ASSISTANCjS BY THiL 
 CJj:NTHc: FOR STATl<; PLAI-̂S

63. The adoption of planning on a national scale and

the allocation, on the recommendations of the Planning 

Commission, by the Centre of funds to States to help 

them in implementing their part of the national programme 

have profoundly altered the basis of Centre-State financial 

relationship. Formerly, the financial assistance received 

by the States from the Centre was mainly I'l the form of 

a share in certain Central taxes and the grants-in-aid of 

revenue. The exact quantum of this financial assistance 

was fixed for every five-year period by a Finance Commis

sion. However, the initiation of the Five Year Plans in 

a big way made it necessary to allocate funds to States on 

a much larger scale than hitherto. The amounts to be 

allocated for the purposes of the Plan were fixed each year 

in the light of the needs of the development programme 

envisaged for the next succeeding year. These funds are 

made available by the Central Government in the shape of 

loans and grants made under Article 282 of the Constitution 

which provides for discretionary grants being given for 

any public purpose. The allocation is made on the basis 

of the recommendations of the Planning Commission, Over 

the years the assistance given in the shape of loans and 

grants under Article 282 has come to constitute a very 

high proportion of the States* expenditure. Tlius the 

aggregate of Plan loans and grants expressed as a ratio 

of the total *own resources' of the States, has gone up
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from 24:8$^ in 1951-52 to 70/̂  in 1966-66. The corresponding 

px'oport.i on Tor ctnt.ntory grnnt.Fj according to the recoFimenda- 

tlons of the Finance Commission was 4,B% in 1951-52 and 

5.6;^ in 1965-55, The corresponding ratios for the amounts 

transferred to States by the devolution of tsjcos and duties 

were 1 4 .9 :̂o in 1951-52 and 17.P̂ % in 1965-66. Assuredly 

the Planning Coisniission plays today a major role in the 

allocation of resources to States.

6 4 . Here, it is necessary to take cognisance of the 

constitutional functions of the Finance Commission. Under 

Article 2P0 of the Constitution, Finance Commission has to 

make recommendations every five years about the distribution 

of taxes between the Centre and States and between the 

States inter se.the principles which should govern the 

grantn-.in-aid of the revenues of the States out of the 

Consolidated Fund of India and any other matter referred

to it by the Propident. Obviously there can be no conflict 

between the Central Government’ s decjsion on the recommen

dations of the Finance Commission and the allocations 

that might be made by it on the recommendations of the 

Planning Commission. The discretionary grants for Plan 

purposes made under Article 282 cire in addition to those 

recommended by the Finance Commission under Article 275.

Centrr.llv Aided Schemes

65. The main objective of the Central assistance to 

States has been to ensure that States implement effectively 

those schemes which are significant in the overall context
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of the national economy. The assistance is given in the 

form of grants as well as loans. The schemes qualifying 

for assistance are of two types — ’’the Centrally sponsored 

schemes" and "the Centrally aided schemes” . The former 

are dealt with in the next section. As regards the latter, 

the procedure followed is briefly outlined below.

6 6 , ilach year, the Ai:inual Plans of States are formulatet

within the framework of the Five Year Flan by the Planning 

Commission after discussion with the representatives of 

the State Governments, Ministry of Finance and the admini

strative Ministries concerned. The size of the Plan of 

each State is decided in the light of the resources to ^e 

raised by the State concerned and the total central assistanc 

which is found to be available on the basis of assessed 

resources of the Centre. The total plan outlay of a State 

is apportioned among the various programmes included in 

the Annual Plan. The amount provided by the Centre is 

allocated to the programmes which the Centre has decided 

to finance, in accordance with a prescribed pattern of 

assistance. This pattern provides for a 100^ grant in 

certain cases and a -100)̂  loan in certain other cases. In 

some other cases varying percentages of loons and grants 

are given by the Centre, the State making up the balance 

if such loans and grants do not add up to the whole of the 

outlay in the case of any particular scheme. Some schemes 

are to be financed entirely by the States. The pattern



y

of a5?-5;i5?tance is aii indication of the relative priority 

which the Centre attaches to the schemes it agrees to 

finance. If the assistance admissible in accordance 

with the prescribed pattern is found to be less than the 

total assistance proposed to be allocated to any State, 

the shortfall is made good In the form of a Miscellaneous 

Development Loan. This loan is to be utilised for finan

cing approved schemes only. If  the total assistance falls 

short of the assistance calculated in accordance with the 

prescribed patterns, the plan programmes are revised so as 

/to conform to the total Central assistance.

67, The programmes are grouped under sub-heads v/hich

in their turn are grouped under certain heads of development. 

In the Centrally assisted schemes, as distinguished from 

"Centrally sponsored'* schemes described in para 70 belov;, 

the loans and grants are shovn for each head of development 

as a whole. The State Governments are at liberty to re- 

appropriate the assistance provided for any scheme under 

a given head of development to another scheme under the 

same head provided the latter also qualifies for Central 

assistance. Reappropriation between schemes falling under 

different heads of development requires the concurrence of 

the Centre. If  a State Government reappropriates funds 

from one head to another v/ithout the approval of the Centre, 

it forfeits a proportionate amount of the grant assistance 
*

provided for the fonner. However, the grant amount so re- 

appropriated can, without being forfeited, be converted into 

a loan provided the overall plan target is achieved by the 

State. The right to reappropriate funds, as mentioned
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above, is subject t# certain reatriitioni. For Ijnatanfe, 

the Central assistance for ’’Agricultural programmes” or 

“Cooperation” is not available for diversion to any ^'ther 

head of development. Similarly, assistance provided under 

\ the sub-head "Village and Small Industries'* cannot be re- 

appropriated. Further, assistance is * earmarked* for certain 

irrigation, power and multi-purpose projects and transai- 

ssion lines of inter-State significance and diversion for 

other purposes of the funds so ’ earmarked* is not permitted,

I except under certain special circumstances.

6 8 . The transfer of funds to the States is not held 

over till the expenditure on the concerned sohemes is 

fully incurred. Provisional payments are made in monthly 

instalments and final adjustment is done after the end of the 

year when the total amounts due'to the States as grants

and loans aro fixed  in  aocordanco \rLth tV-o patterns Of 

assistance, in  the light of the expenditure actually 

Ino-.irrsd on the various lian schemes.

69. The following criticisms have been made about ^the
/•

adoption of a uniform pattern of assistance for Centrally 

aided s^emes:

v / (a) There is a large variety of patterns which causc 

unnecessary confusion and creates large amount of work at 

aJ.1 l 3Vels.

( ‘O ;)rocod'3r^ for zi b patt j-T t-»e . is

complex and delays in decision cLV.ser̂  *i*e

readjustment of grants and loans in the light of actual 

expenditure is a time-consuming process.

^ bl ^



(c) The main objective underlying the pattern of 

assistance, v iz ., that fiinds are used so as to achieve 

certain pre-determined ends, has remained largely unful

filled in view of the possibility of circumventing these 

objectives vide sub-paras (d) and (e) below. Instead 

what has beer achieved is an artificial uniformity in the 

impleT^entation of certain schemes in different States.

(d) In general it is permissible to reappropriate 

funds from one scheme to another falling under the Game 

head cf development provided that the latter scheme is

also one which is eligible for Central assistance. However, 

there is no means of preventing in time the reappropriation 

within the same head of development from an ’ assisted 

scheme* to an ’unassisted scheme'.

(«) The mechanism of the fiiscellaneous Development 

Lnpin enables the States to utilise the assistance provided 

to them for certain purposes for quite different purposes. 

The disability suffered in consequence is only the conver

sion of a portion of the grant into a loan. This is not 

felt to be a big burden seeing that the original loans are 

sorviced by further loans from the Centre.

(f) In many cases States are persuaded to tajce on 

projects v;hich do not fit well with their needs and 

priorities. This they do because the assistance from the 

Centre will be forthcoming only in accordance with the 

pattern prescribed by it. However, the States are in a, 

better position to assess the claims of different.schemes 

in relation to their own needs and capacities. Such needs 

and capacities vary from State to State. So, if they are
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persuaded to implsment certain schemes according to the wishes 

of the Centre which qualify for assistance in accordance 

with a rigid pattern, the result can well be a distortioft 

of priorities from the State’ s point of view.

Centrall y-sDonsored Schei?es

70. The assistance given by the Centro for these schemes 

^is in addition to the total assistance e&roarked for the

States snd incorporated in the State plans. Provision for 

it is made in the Central budget. Patterns of assistance 

are applicable to individual schemes. By and large the 

assistance in the shape of grants or/and loans covers 1C0% 

of the txi>enditure. Kach of the schemes requires the

specific approval of the Central Ministry concerned. The 

work is executed by the State Governments under the tech

nical guidance and supervision of the Central Ministry. ' 

Funds are released once in a quarter on the basis of expen* 

diture in the previous quarter. The following principles 

supply the criteria for classifying Plan Schemes as 

'^Centrally sponsored” :

(i) they should relate to demonstrations, 
pilot projects, surveys and research;

(ii) they should have a regional or inter
state character;

(iii) they should retire  lump sum prox’̂ isions
tn be made until they could bo broken down 
territorially; and

(iv) they should have an overall significance 
^  from the all-India angle.

71. Tha following criticisms have been made against the
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system of Cantrally sponsored schemes:

(a) Distortion of States' priorities caused by 

the existence of a pattern for Central assistance is accen- 

tuated in the case of Centrally sponsored schemes because 

reappropriation of funds frc-m those schemes to other is not 

permitted as in the case of Centrally aided schemes,

(b) \Vhile the criteria ^mentioned in para 70) for 

determining whether a scheme should be Cerirally sponsored 

are unexceptionable, in actusJL practice, a large part of the 

outlay on tha Centrally sponsored schemes does not conform 

to these criteria. The States nevertheless are made to 

accept these schemes because the financial assistance offered 

by the Centra is not counted against the State Plan.

(c) The details of the Centrally sponsored schemes- 

are often not worked out by the Central Ministries till the 

Five Year Plan is far advanced. This leads to shortfalls.

Cd) State Governments at the time of the preparation 

of their budgets are not aware of the Central assistance 

that will be forthcoming for the schemes because they are 

intimated earliest in June every year. This prevents the 

States from planning properly.

(s) As the Centre talces the responsibility for somitiRy 

of the schemes, they are not subject to careful scratiny by 

the State. The Centre, though responsible for the scmtiny, 

does not find time to do it in an adequate manner, with the 

result the schemes suffer from inadequate scrutiny. ^
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72. There is some forco in this criticism though the

delays in settling the quantum of assistance for Crntr-illy 

sponsored schemes can be r 3moved by speeding up the decision 

without altering ohe str.ioturc and concept of assistance 

for such schcmf.G. Thy system of providing Central ansi strricî  

should be so oltur^jd that ti: • /.eeds of iitior.?;.l - rio-

rities and objectives are adequately tak-3n ca.'v j j 

States will be left with an incentivu tr iiuscEû d ths»ir re

sources properly for investing them in programmes suited to 

their own requirements within, of course, the structure of 

the NaticnaLl Plan and subject to -uhe national priorities.

There can be no getting away from the fact that planning, 

under our present conditions, requires Central direction, 

financing and even determination even though economic and 

social planning falls in the Concurrent List. Central 

supervision over the formulation cf State iPlans and their 

implementation cannot, therefore, be done away with. The 

Constitution itself embodies certain broad national objectives 

and also prescribes cortain directive principles of State 

policies. The Central Government cannot therefore divest 

itself of the overall responsibility for seeing that the 

relevant Constitutional provisions are observed. Apart from 

all this, it is inevitable that the Centra shr'uid concern 

itself with those parts of the State Plan which flow fr^m 

or which affect the execution of national policies or the 

overall development of the economy of the c<^untry both in the 

agrirailtural and industrial fdl.ffjds. In order to encourage
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Statos to follow certain policies even in the State's field 

and in the light of national objuctivos or policies, it 

has become necessary, and it will coiitinua to 'bo so, for 

the Contral GovGrnmGnt tc take interest in the formulation 

and jr.pl':iiont^tion of certain State schemes. Schemes of 

Cantral assistance to States have to cater to all these 

requirements, care being taken to ensure that they are framed 

in siich a manner as not to fetter unduly the discretion of 

State Governments or to cramp the initiative and cloiid thrj 

Judgment of the States in regard to matters in the State

73. On a consideration of all these factors, we think

it necessary that the targets of the State Plans and the
4

financial outlay required fcxr achieving them should first be 

realistically fixed. The proposed financial outlay should 

be ^f a magnitude that can be q^:vered by the State's rwn 

resources supplemented by the Central assistance. The 

amount of Central assistance will naturally be determined

by the resources position of the Centre and its ''wn p rogrammes 

for plan expenditure. Out of the total Central assis

tance, the amount which should be given in the form of 

loans should first be fixed. This loan assistance will be 

earmarked for specific projects or parts of specifio projects, 

Sahv) schemes would bo such that they would involve elements 

of rov.:jnu3 as well as capital expenditure. In such cases, 

the lean assistance should be earmarked for the capital 

element of these composite projects. The balance loft out



of the total assistance aftor providing for loans wruld bo 

available for assistance in th-3 shape of grants. Hitherto, 

the grants for individual schcmos have been fized in acrord- 

ance with pre-rdetermined patterns. Wo suggest that these 

patterns bo abolished. For certain selected schemes or 

groups of schemes of basic national importance, the amount 

of grant assistance might bo fixed at 100^ and tied thereto. 

The balance of the grant assistance might then be allocated 

between other schemes pro rata, l/hile this amount will bo 

distributed between various schemes, the amount allocated 

need not be tied to those schemes. In other words, it 

should be possible for the States to reappropriate the 

amount between the various schemes for which assistance 

is not required to be "tied” .

74. This method \d.ll do away with the ccmplications which

are inevitablo in administering a matching pattern of assist

ance. It will at the same time secure that the amounts 

allocated to schemes of basic national importance are not 

diverted to other purposes. It may possibly be said in 

criticism that an unlimited right to reappropriate between 

untied schemes will introduce an element of looseness in 

the planning process. There need not be much concern on 

this score.' After all, the schemes are discussed by the 

Planning Commission with the States and vd.iere necessary, 

with the Central Ministries before they are included in the 

Plan. As the States* views will have to be given full 

weight it might be assumed that the priorities as finally 

indicated in the Plan will have had the acceptance of the
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States. Tharo should then be no reason to alter these prio

rities except in extraordinary circumstances which malto it 

impossi'ole t-» keep to the programmo schedules as originally 

proposed. It is only the existence of matching patterns 

providing different quanta of assistance to different cate

gories of schemes that gives rise to attempts to secure 

assistance for schemes qualifying, for a higher quantum of 

grants and then use these funds for carrying out other schemes 

in which the State has a greater interest. Where there is 

no matching pattern, the States will have no interest in 

putting up at the formulation stage one set of schemes and 

then reappropriate funds to other schemes at the stage of 

implementatii4R. Farther, it will be more in keeping with 

our conoept of planning if assistance for schemes of basic 

national importance is earmarked for them instead of expecting 

the schemes to be chosen by the States in the light of the 

attractiveness of the matching pattern of assistance provided 

for these schemes. With the aboliticn of the matching 

pattern and full allocation of plan assistance in the form 

of grants and loans, there will be no need for a "Miscella

neous Development Loan” which should be abolished,

75. A preliminary step to be taken before allocating the

funds in accordance with the procedure described above is 

to determine which schemes should be financed wholly cr partly 

through loans. Cne view is to confine the loans only to 

"productive” schemes. If the term '‘productive” is to be 

construed in a narrow commercial sense only a few, if any,
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of tho schemes vdll qualify for loan assistance, i^argo 

scalo schcmes lik3 irrigation projects may not pass the 

test of ccx'nineroial returns though thoir value for the 

general social and economic welfare of the State is beycnd 

question. Obviously, it would be wrong to deny losns for 

financing such projects. Again, some projects described 

above as being composite in nature, inv'-aye tho creation 

of tangible assets. A loan assistance in such cases is well 

worthwhile. However, on the question of piTl'octa which 

should qualify for loan assistance it is net necessary to 

be rigid or to give an answer. Nor do we propose to deal 

with the terms on which loans for various pur^os-es should 

be given. These are matters for decision by the Central 

Government in consultation with the Planning Commission.

VJhat we would like to emphasise is, however, that loans 

will have t<̂ be tied to specific schemes and where a scheme 

is of a composite nature, the loan assistance for the capital 

element should not bo diverted to the revenue element thereof.

76. An important feature of tho modified procedure pro

posed above is the singling out of certain schemes or 

groups of schemes as being of basic national importance,

V/e do not intend to list out such schcmos but would like to 

point out that utmost care should bo devotad in their 

selection and that their number should be kept to a minimum. 

The assistance provided for such schemes is to bo ’ tied’ 

to them. Shortfalls in performance on these schemes should 

automatically result in a corresponding downward adjustment
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of tho amount of aasistancc. Tho tio should 1dg a achomo 

or a group o€ schomos and not, profarably, to a head of 

development. It is not necessary that schemes or grcup of 

schomos selected for tied assistance should be the same 

in all the States.

77. It is important to ensure that the States fulfil

their stipulated obligations in regard to‘mobilisation of 

resources. It may happen that there is a shortfall in the 

implementation of State Plan taken as a whole. As a result, 

the Central assistance utilised by the State may be more than 

what would be proportionate to the expenditure met by State 

^ut of its own resources, the correct proportion boin^ one 

inlt1.s.lly 5?*»ttl.5-d at the time of the finalisation of the Plan, 

In such casos, there should be a corresponding reduction in I

the Central assistance. Necessary adjustments in this regard 

will have to be made after tho close of the relevant financial 

year when the details of the State's Plan expenditure are 

available.

73. A suggestion has been made that the category of

'•Centrally sponsored'* schemes should oompiotoly be aboli-shed- 

We do not agree. No doubt the number of the Centrally 

sponsored schemes should be reduced to tho maximum extent 

possible, iilven after the largest possible number of such 

schemes is taken away from the ’ sponsored’ category, there 

will still remain programmes which will have to be carried 

out by the State authorities but which cannot be financed 

from the State Plan allocations. Some Important examples 

of such programmes are basic research, exploratory wcrk, 

sahetnes linked to Central projects, programmes connected



with experts or defenco and programmes extendinG t'N*o

or more States. However, the principles mentioned in 

para 70 as providing the criteria for detcnnj-ning vhich 

projects should be Centrally sponsored need to bo strictly 

applied.

11

We reĉ ^mmcnd that;

(1) The amount of total Central assistance to be 
given to a otate should first be deteminod.
Tiio am cunt t:) be given in the form of loans 
G.hould then be worked out. The balance of the 
tc ’;.al assistanc-e left after deducting the 
quantum of loans will be available for distri
bution as grants.

(2) A certajji portion of the amount available as 
grant assistance should be  ̂tied* to scliemes 
‘“r groups of schemes of basic national impor
tance, The remainder should then be distributed 
pro rata over other schainas or gro\ip3 of sCi-ô --5 
^?IcTTlLro eligible for Central assistance.

(3) The grants tied to schemes or groups of schemes
of basic national importanoe will not be available 
for reappropriation. Grants originally allocated 
to untied schemes cr groups of schemes may 
however be re appropriated to other schemes 
qualifying for Central assistance.

(4) If  there is a shortfall in implementation of 
State Plan taken as a whole and as a result the 
Central assistance utilised by the State is more 
thcji what would be proportionate to the expendi
ture met by the State out of its own resources 
(the correct proportion being one which was 
initially settled at the time of the fiiialisation 
of the Plan) , there should be a corresponding 
reduction in the Central assistance, Necesi^ary 
adjustment in this regard should be made after 
the close of the relevant financial year.

(5) ’’Miscellaneous Development Loans” should be 
abolished after the introduction of the scheme Af 
Central assistance in the manner prescribed above.

The number of Centrally sponsored schemes should 
be kept to the minimum and the criteria laX6 
for determining which projects should bui Contra3-ly 
sponsored should strictly bo applied.
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Tho i-\olo .of tho Planninf  ̂ Commlgsj.on 
and tho'Tinanco Commission

79. The Study Toaci on Cantro**State Relationships and 

that on Financial Administration havQ made difforont 

roconaiiGndations rogarding the rolos of the Finance Commis

sion with regard to the allocation of Central assistanco.

Tha Study Team on Centrs-Stato Holationships has rocommandod 

that thG Finance C'^mmission should bo concerned only with 

tho fixing of sharos of taxos to be distributed and settling

V -V percentages to be allotted tr the States and that the? 

Planning Commission should deal with all the grants including 

Plan grants. Cn the other hand, the Study Team Financial 

Administration has proposed that the Fina;'ico Comiiiission 

should be made pennanont and should als” allocate plan grants 

under Articla ^^2, awards tvi r.-ii c'.v.rin,̂  a quin-

Quenninm for this purpose once for the first two years of 

tho Plan and then again for the last three years.

80. V/e are not in favour of eith of the ubovj ô jp.p;t;st/lons. 

It would not be possible to consider the question of,distri

bution of grants-in-aid of revenues in isolation from the 

distribution of part of Central taxes to the States. It is

tho combined purpose of these two distributions to secure 

the closing of the ordinary revenue gaps of thci^tates.

(The committed revenue expenditure on completed plan schemes 

will, of course, be taken into account when ascertaining 

the revenue gaps.) We are, therefore, not in favour of 

detaching th'j function of fixing the grants-in-aid of revenue 

under -rt.rticlo 27t> from the rinmoe Commission and transferring 

it to tho Planning Commission, f̂or are Vw in fr/oar of
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handing over the function of advlsias tl. j t on

thv3 pJLlncation cf Central arsro-st-iî ct} tc State Plans tc* 

a Finance Coimnission, pormanontly in sas;^ion. The allo

cation of Plan assistance is intimately connectGd with the 

formulation of the Annual Plans in which the Planning Commis

sion has to take a leading part. Qnce the Annual Plan 

is formulated by the Plarnning Commission, allocation v‘f 

assistance follows and there is no need for a quasi-Judicial 

body like the Finan̂ 've C ommistiion to determine that alloca

tion. Further, in suggesting the quantua of financial 

assistance to the States, the Planning Commission talies 

into account their available resources including their share 

of Central taxes and the grants-in-aid recommended by the 

Finance Commission.

Naticnal Development Bank

81. The Study Team cn Financial Administration has

recommended that over the rcxt few years there sl^ould bo 

built-up a new Institution to Viy known as the i'-”ational 

Development Bank for th6 purpose of channelling long-term 

finance to projeots in the fields like power, transport, 

irrigation, industries and mining. The Team has suggested 

further the inter-linking at the organ Is ational level 

bet\/een this Bank and the Planning Crmmission. It is claime< 

as one cf the merits of this scheme that the selection of 

projects could be done by the bank cn the basis ^f rational 

criteria. Similarly, the scrutiny of feasibility reports 

and the appraisal of the performance of the projects would 

be carried out with the critical eye of banker and having



in viow considorations of oconomic viability and sound 

business management.

P2. The Study Team on Ccntro-State Hclationships considered

a similar suggoction and has sot its views against it. We 

agroo with that Study Team ani montton the following as some 

of the considerations against the suggestion for the setting 

up of a National Devolopmont Bank of the type mentioned above.

Ca) The loan sanctioning procedures are bound to be 

time-consuming when the critical approach of a bank is adopted. 

This will bo a source of delay aiid lead to grievances all 

rooind,

Cb) A cloud of uncertainty will hang over the approval 

and execution of projects, iilven after the elaborate drill 

relating to planning, formulation, estimation and adinr'xistra- 

tivo approval are gone tbxough, there will bo no certainty 

that the proje:at will bo approved by the bank. non-

acceptance of the project would amount to a virtual exercise 

of a veto by this institution and would set at naught the 

administrative decisions of the highest planning or execu

tive authority in the counti'y* The plcJining process will 

then become an exercise in futility.

(c) The magnitude 2nd complexity of the tasks involved 

in financing the projects are such that i ‘; will not bo possible 

for a single agency like the bank to cope with it. An ela

borate organisation will have to bo set up in order that the 

bank may koop Itself in contjjnuous touch vith the projects
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eyid programmes, identify causes of delay ŝiid waste, cud 

render useful technical assistance to renovo deficiencies.

Ir other wcrds, it will have to set up tec?inical organisa

tions of the type of the Central Water and Power C oramis- 

sion and Directorate Gjnoral <’̂ f Technical Davolopment.

Apart from the difficulty of setting up such org.?nications 

in the near future, there .arises the question whether t;ie 

inevitable duplication of such orgcnnisations is really 

worthwhile.

(d) As the intention is to sclect the schoncs on the 

basis of business considerations, many schemes which are

in tended to develop the in fra-structure of the economy whicii 

can hardly bo productive or profitable in a com3iv:ircial 

sense would not qua.lify for 10 :̂01 assistance from the bank.

And yet a democratic government— certainly one which has 

embarked on planning on a national scale—has to under- 

talie such schemes. If such schemes are to be financed, as 

at present, by the Central Governinent, there will be no 

point in setting up a bank because most of the schemes 

will be covered by Central assistance.

(e) Incident0113'“, the biuik will not be a bank 

in the coffiiu-.rolal senso receiving deposits from the 

publifv. It will have to de-nond entirely on thr' G^ntraL 

Government for its resources. There in no point in

rnmejit tr-iuisfv̂ rrl'*  ̂ . <0":‘ cis t-̂ a bank in

order to enable that institution to carry out the functions 

which should rightly dovolto upon an exeoutive agency 

':orking in close consultation witii the planning agency.



• IV-- TNTiiliNAL OHGAraSATION AITD STAFFING
________ OF TIL;: f» f.a fJNT '■;(} r̂ Qĵ «IIaSIOH

Shedding of ^xtraneoi;s

83. A good deal of criticism has been voiced in recent 

years a g a i n t h e  growth of the expenditure on the staff of 

tli6 Planning Comnission. The Conunission started with a 

sanctioned strength of 16? persons in 1951-52. This number 

rose to 446 persons in 1955-56, 814 in 1960-61 and 876 in 

1963-64, It rcached a peak figure of 961 in 1966-67, The 

sanctioned strength stood at 891 on January 1, 196R. These 

figures do not include the staff of the Committee on Plan 

Projects and the Programme iivaluation Organisation; nor do

they include the Commission’ s Class IV employees. The expendi

ture of the Planning Commission was Rs.ll lakhs in 1951-52.

It rose to Rs*81.5 laKhs in 1966-67. The revised estimates for 

1967-68 are of the order of P5.85.6 lekhs and the budget estimate; 

for 1968-69, of Rs.93.6 lakhs. These figures do not include the 

expenditure on the Committee on Plan Projects, the Programme 

iiivaluation Organisation and the Research Programmes Committee. 

Taking into account the expenditure on the last mentioned 

items, the total expenditure (including grants-in-ald for 

public cooperation and research schemes) was about Rs.l crore 

and 51 laldis in 1966-67, The corresponding figure according 

to the revised estimates for 1967-68 was Rs.l crore and 55 lakhs. 

The budget estirxiate for 1968-69 is Rs.l crore and 59 lakhs.

More than half of the Commission’ s staff strength is accounted 

for by secretariat and administrative personnel. It is, of cour 

inevitable that with the growth of work over the years since 

the Commission was constituted the strength of its staff should 

have increased. It is, however, generally accepted that the 

increase in staff and expenditure has been out of proportion 

to the increase in its responsibilities,

84, It is obvious that the type and number of personnel
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th-\t the Conmlssion would roqiiiro would dcpond on the 

functions which the Corjuission has to perform. As we said 

in O'Xr Iiitcrim Report, the b.aslc functj.ons of the Planning 

Commission aro Plan Formulation and Evaluation, Wo deal 

with Evaluation in Chapter VI. As regards the Plan Formula

tion, we have already mentioned the reasons why the 

Planning Conmission should confine itself to the broad 

asp€^cts of planning. We agree with the Study Team on the 

Machinery for Planning that it should be rosponsiblo on3y 

”for fcrmulatins: the objectives, laying down priorities, • 

indicating broad sectoral outlays, fixing tho basie 

targets and approving the main programmes togcthqr with 

criteria for selection of projects and schemes” . It is 

expected that the Planning Commission will concern itself 

c»nly with the overall programmes and majer projects. We 

have discussed earlier the type of projects which alone 

should attract the Planning .Commission’s scrutiny. In 

such a schcme of allocation of planning functions, the 

various Central Ministries, state Governments and other 

executive agencies will be responsible for "detailed 

sectoral planning including elaboration of targets and 

formulation of individual projects and schemes, their 

detailed examination, scrutiny and implementation’'.

. 86. We envisage that the Planning Commission will 

not itself ordinarily undertake much of field research 

work. As far as possible, it should utilise the results 

of the detailed studies made by the various official 

agencies of the Central and State Governments as well as
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by other rcsoarch and technical institutions. It is 

also expectcd. that the work of data collection v/ill be 

handled by Ministries, State Governments and other 

agencies operating in the field.

86. We referred in our Interim Report to the practice 

which has grown over the years of the Ministries getting 

some of thejr decisions ’’cleared" by the Planning Commission. 

As this practice was inconsistent v/ith the requirement that 

the Commission shouD-d be free from the burden of day-to-day 

administration, we recommended that it should be discontinued. 

Individual reforonecs should cease to come tc the Commission 

unless they pertain to major deviations from the Plan.

87. We would like to refer in this connection to the 

present practice of officers of the Planning Commission 

attending the meetings of Committees, like the Licensing 

Committees of the Ministry of Industrial Devolopmcnt. It 

is contended that attendance at such meetings provides

the Commission’s officials with an opportunity of acquaint

ing themselves with the manner in which the industrial 

policies recommended by it are actually being implemented.

It is claimed that this enables the Commission to bring 

to the notice of the cono rned autriorities any possible 

misdirection in the policies being pursued by the executive 

authorities. V/e are not impressed by this argument. It 

should not be the responsibility of the Planning Commission 

to supervise the activities of the executive authorities.

After the Commission has recommended appropriate policies 

and the Government have approved them, the responsibility
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for thaii' lriplom<3Titat.1.on should be laid squarely on the 

oxQcutlvc authorities. Not only should the Planning 

Conrrission avoid getting involved in implementation; it 

should also SCO to it that no impression is created that 

it is getting so involved. All that is necessary is that 

the Commission should continuously bo supplied with all 

the relevant information regarding the progress in the 

implementation of Plan policies and programmes.

Re c o^ne nd a 11on;

We recommcnd that:

(1) The Planning Coirjnission should be 
responsible only for form^jG.ating the 
objectives, laying down priorities,- 
indicating broad sectoral outlays, • 
fixing tlie basic targets and approving 
the main progr.ammes.

(2) The Planning Commission should itself 
not ordinarily undertake much of field 
research work. It should make maximum 
possible use of other official as well 
as non-official agencies concerned with 
research. The Commission should, as far 
as^jossible, utilise the operating agencies 
for the purpose of collecting data;

(3) The Commission should not deal with 
individual references on plan programmes 
and schemcs unless they pertain to major 
deviations from the Plan.

(4) Officers of the Commission shoiold not
i participate in the Committees set up
: for the purpose of implementation of
‘ plan policies. The Commission should,

however, be kept fully informed 
continuously about the actual operation 
of the policies.

8B. From the very outset, the Commission has

tended to take on ccrtain assignments not germane to

the functions assigned to it. The earliest example of

this kind was the community development administration
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which was at one time being directed from the Planning 

Commission in its entirety. Sven after the transfer of 

the communitj’- development programme to a Ministry, the 

Commission dealt with the rural works programme for a 

fairly long time till this too was transferred. Till 

very recently, the rural industries programme as well 

as public_cooperation formed a part of the Commission’ s 

work. We are glad to know that both these subjects as 

well as the work relating to Development Administration 

under the Committee on Plan Projects have been recently 

’transferred from the Planning Commission. The Commission 

is still, however, handling certain subjects with which 

it need not be conccrned. These mainly are as follows:

(a) Detailed surveys and perspective studies 
of transport requirements undertaken 
under the auspices of the Joint Technical 
Group on Transport Policy and Coordination;

(b) Ma.nagement studios;

(c) Studies on construction e'conomies; and

(d) Promoting socio-economic research studies 
under the auspices of the Kesearch

’Programmes Committee.

R9. The work organised under the Joint Technical 

Group seems to have been entrusted to the Planning 

Commission because various' modes of transport are being 

handled by more than one Ministry at the Centre. While 

we do agree that a coordinated approach is ncccssaiy 

when taking long-term investment decisions on transport 

projects, undertaking of detailed surveys and studies 

to fp.cilitate such an approach is hardly the function 

of the Commission. Such studies should be carried out
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by tho concernf*d adininistrativo agonclGS and results 

thereof made available to the Commission.

90t The studios relating to managomont wore initiated 

by the Planning Commission on a pilot basis. Management 

problems cover a very large field of development.

While some of them are common to all sectors, quite 

a few would be peculiar to individual secto^^. Wc 

have already recommended in our Report on Public 

Sector Undertakings that the Management Division 

should be transferred to the Bureau of Public Enter

prises. Studios relating to problems which are 

peculiar to Individual sectors should better be 

entrusted to suitable administrative agencies.

91. The work relating to construction economies 

originated from the studies undertaken by the Study 

Teams of the Committee on Plan Projects. We are fully 

aware of the pressing n».ed for effecting substantial 

economies in the construction costs of plan projects. 

How'5ver, in lino with our general approach of 

divesting tho Commission of all its extraneous work 

wo would like the Commission to discontinue doing 

this work. This work also can more appropriately be 

done by administrative agcncics.

92. We also feol that support to general socio-economic 

research should more appropriately be the function of

the Ministry of Education, the University Grants Commission 

or such other agency as the Government may like to 

constitute for this specific purpose. We understand that
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the OoT^lttoe on Social Sciences Reso'irch, set up ty the

Plnjining CoTnmissioiij has in its intorim report, rcconrnondod

the sotting up of 'I CoiJiicil of Social Sciencc Rcsoarch.

All the field research neodnd by the ConDlssion having a

direct bs.’.rinp on its ^ork, should be farnod out to

rosearch institutions which have corapctence to undertake

such studies. The fbjiunission v;ould th\is need only a

nuclGUs staff j.n the present Socio-Economic Research

Division, to attend to this part of the v;ork.

H e o omrr< end at ion:
13

We rccoriimend that the Planning Commission 
should gi^e up all such work as is not germa.ne 
to its functions, in particular the work relat
ing to the Joint Technical Group on Transport 
Policy and Coordination, managoment studi*es, 
construction economies and promotion of 
socio-economic research.

Reduction in Staff

93. The shedding of work by the Pl^inning Comriission 

in respect of the rural industries prograrrme, public co

operation, Joint Technical Group on Transport Policy and 

Coordination, management studies, construction economies 

and socio-econoinic rosearch would Clean a reduction (of over 

R*i.50 lakhs) in the Commission’s expenditure as budgeted 

for 1967-68. With the setting up of Planning Boards in 

St-ites and Planning Cells in the Central Ministries, 

the burden of detailed sectoral planning, relating both 

to Five Year and Annual Flans , wou3.d devolve on those 

agencies, .llso, as pointed out earlier, the Commission 

will not itself ordinarily undertake much of field research
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work and coll<=*̂ '̂ -ion of data n.nd statistics. Individual 

reft̂ r̂ -nccs on plrui programmes and schemes will ccase to 

come to the Coranissjon; nor would it be necossary for the 

Commission’s offjeers to attend meetings of committees 

like industrial licensing committees.

94. The cumulative effect of all these recommenda

tions and the delineation of the Commission’s functions 

as proposed by us must necessarily lead to a subst.-antial 

reduction in its expenditure on personnel. It is not 

possible for a Commission like ours to make a detailed 

examination of every post and function in the Planning 

Commission. But we have no doubts that there is scope

for substantial reduction in the expenditure on Commission’s 

personnel. There is also duplication of work in the exist

ing set up of the Planning Commission. Under the Industry 

and Mineral Division there is a post of Chief for Oil and 

Minerals. Again in the Resources Division, there is a 

post of Senior Specialist for Mineral Resources, Similarly, 

in the Power Division, there is a Chief for Power and in 

the Energy Survey Unit there is a Director for Energy.

These are only some illustrations. It is high time that 

such duplication of staff is done away with.

95. We arc happy to know that the Planning Commission 

itself is seized of the problem and has appointed a reorganisa

tion committee under the chairmanship of one of its

Members to go into the personnel requirements of the 

Connission. We hope that considerable reduction of staff 

and expenditure will bo achieved as a result of this
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conmittuv- '̂s flndin^b. Cor)u5.;quGncos of possibl-.?! retrench

ment should not dcti.-r los from scu'-iroly fuctn^ Lho problc:;i 

of offectjrig oconomioF whcrovor they are justlfiod.

Fooplo cl'iEiour for oconomj", and when it is ribout to be 

effu'ctodj they pross for the; retention of the surplus 

staff on hiunanit-irian grounds. Such unhelpful rtttitudc 

has boc-n thw.' .̂rting all efforts at strear-ilinjng the 

adminlstrntive nachinc'r;/ and improving its efficiency.

If so/:ic stn.ff is supoi'fluoufs, alternative employment 

for thjiu should be thought cf; to continue them on cori- 

passionate vjrcuuds in the positions whor<”- ihey v̂ro surplus 

js against canons cf efficient aduiinistrf,tlon. Fortunately 

the problem of retrenchment is not likely to bo acute in 

3 0 far as the Planning Conunission is concerned. Tlie 

bulk of its staff are not permanent employees of the 

Commission, but arc on deputation from elsewhere. Such 

of them as are no longer needed can be sent back to 

their parent organisations. Similar I}", there shoiud be 

no difficulty in dispensing v;ith the retired officials 

who have been re-employed by the Commission.

..74-
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Iiocomr.cnd- tio
l4

Vie recommend bhat the Planning Commission 
should take immediate stops to reduce-: its 
personnel and expcndituro, in keeping with 
the redefined scope of its functjons and 
reduction in work as suggested by us.



Reor.p:n.nl3. .̂tlon of the Cominjsslon*a Secretariat

96. The intGrnal organisation of the Commission’s 

secretariat as It has evolved over the years has tended 

to gravitate towards a pattern which normally obtains in 

a department of Government. It has been said that this 

has been responsible for compartmentalised thinking and 

lack of adequate communication between the different 

divisions of the Commission.

97. The Commission has to take a coordinated view 

on the different sectoral and regional claims advanced

by the States and the administrative Ministries and evolve 

a composite and balanced National Plan. This requires that 

the technical divisions of the Commission work in close 

touch with each other so that an integrated approach is 

evolved. It is also necessary that functions which are 

closcly inter-related are brought together under one group 

which should be placed under a single head. The technical 

work of the Commission should be organised in two wings - 

one for Plan Formulation and another for Plan Evaluation.

A third wing will deal with Establishment matters.

9B. The Study Team on the Machinery for Planning 

has given in its interim report and also in the final 

report a scheme for organising the work of the Plan 

FormTilation Wing into the following 'groups';

(1) Perspective Planning Group;

(^Economic Group;

(3) Plan Coordination Group;

(4) Agriculture & Rural Development Group;

(5) Industry, Transport and Power Group; and
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(6) Sod  ml Sei- '̂iccs Group.

We are in brc.-id agreement vith this groiipJng of the 

functions of the Pl?tn Formul.-̂ ition Wing, as also with the 

nature of work that the Study Toam considers ncc?ssa.ry to 

be handled by each of those Groups.

99. As regard tho Plan Evaluation Wing, o'ar reconnicnda- 

tions regarding its organisational sot-up are given in 

Chapter VI. The role of Prograinmo Advisers who stand outside 

the above organisational structure and yet are an cssGntial 

part of tho Planning Cominission's Secretariat, is discussed 

in paragraphs 109 to 113.

100. The Conmiission’s organisation for Plan Formulation 

to-day consists of several operational levels. Apart fron 

Investigators Grade I and II at the lowest technical level, 

the hierarchy comprises Research Officers, Senior Research 

Officers, Assistant Chiefs/Joint Directors, Directors, Chief/ 

Senior Specialists and Joint Secretaries/Advisers. Considering 

the need for having a contact and efficient organisation, it 

is oui* view that there need be only three functional levels

in the Commission below the Members, v iz .,  ’’Advisers",

”Spe(^ialists” and ’’Analysts” . At the base, the research and
f

ter.hnical personnel will consist of Analysts who will assist 

the Specialists responsible for carrying out work in 

subjects specifically allotted to them. Inter-connected 

areas of development falling under two or more subjest 

Specialists will form a group headed by an Adviser. The 

Specialist would be an expert in the field looked after 

by him. The Adviser would not be a technical export in 

the narrow sense of the term but one who has the



^lovlGdgQ of tho p.ssontials of the subjects in his 

chargo. Hg should bo a person possessing ability to 

pcrceive the inter-connections among the proposals 

emanating from tho subject Specialists as also to under- 

st'-.nd the non-technical implications of such proposals. 

It would be his specific responsibility to reconcile and 

integrate tho proposals made by his officers.

101. We would like to emphasise that the officers 

working at the sam̂ J level need not necessariily be 

on the same pay scale. Tlie Planning Commission would 

hare to recruit people from various sources having 

regard to the nature of skills rer]uired. Not all the 

posts at the same level involve the same intensity 

of work and call for the same degree of expertise.
*

For these reasons, the pay of the person will depend' 

upon the so^irce of recruitment and the responsibilities 

entrusted to him. What is to be safeguarded against 

is any tendency to create a sub-hierarchy at each 

level. We have recommended earlier that the Commission 

should not bo responsible for field research and 

collection and compilation of statistical data.

There is no need therefore for the Commission to 

have a large number of Economic Investigators.

Their number should be substantially reduced.
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BeooTTimendaticn;

V/e recommend thr,t:

•• 7.?-.

(1) Tho v7ork of the Commission should '.̂ c 
organised in three Wings, one deriling 
with pl-.m formulation, the socond 
with Gvaluation and tho third with 
est-^blishment matters.

(2) Thcro shouD.d be only three functirnal 
levels in tho Commission below tho 
Members in the Plan Formulation V/ing, 
These should coi^rise Advisors, 
Subject Specialists and Analysts.

(3) The number of Ficonomio Investigators 
in tho .Formulation Wing should 
substant.ially be roduced.

RecruiTment and Selection of Personnel

102. liecruitment of personnel for the Planning 

Commission is conditioned by certain needs peculiar 

to the planning process. N^itional plarjp.ing as a 

governmental funotjon is of post-Independence origin. 

It was, therefore, quite natural that to begin with 

the plarming positions were manned largely by persons 

v;ith a predominantly administrative background. 

Planning involves a coordinated and forward looking 

approach. This requires that the personnel cngajjed 

in planning v/ork, esp^.cialli^ those at higher levels, 

possess not only knowD.edge and practical experience 

in their respective areas ..of _^_QpJLaXisatloii but 

2bl§-P.the capacity to perceive the inter-relationships 

among different sectors of the econoray. in the



context of the larger Plan objectives. They have to 

be persons with Imagination, creatlvitj^ and vision.

This highly intollectuaa type of work calls for 

abilities different from those needed to run the 

day-to-da '̂' administration.

103. Being the apex body at the national level, 

the Planning Conmjssion is , more than any other 

organisation, in need of persons who have gained 

maturity in analytical thinking. Selections for top 

appointments in the Commission have to be made with 

great care. Recruitment through the Union Public 

Servjce CoKimission ensures objectivity and Impartia

lity; but it suffers from some drawbacks. First, 

recruitment through the U .P.S.C , is necessarily a 

time-consuming process. Secondly, persons of proved 

merit already holding senior positions do not like 

to apply for posts advertised by the Public Service 

Commission and go through the usual procedure of a 

formal interview by the Commission. Special efforts 

will therefore have to be made to locate suitable 

talent wherever it may be found. The Planning 

Commission should be constantly on the look out 

for the best available persons. For this purpose, 

it should prepare and maintain a standing panel 

of officers qualified for employment in the Comn’ission. 

Experience is as important as high intellectual
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ability. For the pui’pose of inclusion in the 

panel a minimuTi service, say,  of ton years, as a 

senior officer at or above the level of a depart

mental head in the State or at the corresponding 

level in the Central Crovernnent should be insisted 

upon. A similar panel should be maintained in 

respect of persons working in the private and public 

sector establishments and in other walks of life.

Selections for these panels should be made by a 
\

specially coftjptituted committee which should Include 

the Chairman of the Union Public Service Commission, 

the Chairman of the University Grants Commission 

and the Deputy Chairman of the Planning Commission. 

The President of the Federation of the Indian 

Chambers of Commerce and Industry should also be 

associated with the selection of persons from the 

industrial and commercial fields. Wherever necessary,
I

an eminent expert may also be co-opted to advise 

the committee.

104. It is very important that senior positions

in the Commission are nrt held by the same officers 

for a long time. They wjuld lose practical touch 

if they stay too long in the Commission. All top 

appointments in the Planning Commisrion should, 

therefore, \>e made on a contract basis in the case
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and on a fixed tenure basis for persons taken on



loan from the Governinent services. After their 

stipulated period in the Commission is over, they 

should go back to their parent organisations. In the 

case of governnent officials, the experience gained 

in the Coramission would he of value to them in the 

discharge of their normal functions, particularly 

in regard to planning of schemes and projects. Such 

of them as have done well should be brought back 

after a further spell in their psrrent offices. Even 

as regards the middle and lower level technical 

staff, there shciold be a personnel exchange programme 

between the Coirjnission and sectoral agencies at the 

Central and State levels. This would promote among 

the staff working in the Commission and other 

sectoral organisations a proper appreciation of 

their mutual roles, and contribute to cross fertilisa

tion of ideas.

105. In order to attract the best qualified

persons from the private sector and other walks of 

life, the emoluments payable to such persons should 

be sufficiently high and need not necessarily be 

related to the accepted standards of remuneration 

in Government. In so far as Government personnel 

are concerned, it would be necessary to provide 

special attraction to them to come and work in the 

Comrission. Grant of deputation allowance in terms 

of a percentage of basic pay is hardly the type
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of incentive l.ike.ly to attract the talent working
... .... ■

in other departments of Government. Human nature 

being what it i s , people gravitate towards positions 

oT^power and patronage rether than high intellectual 

work for its^-own sake. A special type of incentive 

is therefore called for. It should not bo in terms

-In-terma -of caree-r-prospects. 

Conditions have to be created in which it should 

become a matter of prestige to be included in the 

panel,of-officials selected for work in the Planning 

Commissionu Outstanding woi'k done by a Goroiwent 

servant in the Commission should receive special 

consideration in the matter of selection for higher 

appointments.

Rocommendation;
16

We, therefore, recommend that:

(1) Selection for appointment to senior 
positions in the Planning Commission 
should be made from a wide field 
covering thei civil services, public 
and private sector undertakings and 
other walks of life. They should be 
made by a special cominittee consisting 
of the (i) Chairmvan, Union Public 
Service Commission, (ii) Chairman, 
University Grants Commission, and
(iii) the Deputy chairman, Planning 
Commission. The President of the 
Federation of the Indian Chambers of 
Commerce and Industry should also be 
associated with selection of persons 
from the industrial and commercial 
fields. Wherever necessary'-, an eminent 
expert may also be co-opted to advise 
the committee.
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(2) All top appointments shoiild be made on 
a contract or tenure basis for a fixed 
period. As regards the middle and lower 
level technical staff, there shoiild be 
a personnel o^ch^mge prograiiTie between 
the Planning Commission and sectoral 
agencies at the Central and State levels.

(3) The emoluments payable to non-officials 
should be high enough to attract the
best qualified persons and not necessarily 
be based on the normal standards of 
remuneration in Government.

(4) Outstanding work done by a Government
, ' servant in the Planning commission should 

' , entitle him to a special consideration
. I in the matter of selection for higher

 ̂ “ V V appointments.

Training in Planning Methodology

106. The Study Team on Machinery for Planning has 

referred to the Inade'-iuate attention so far paid by 

the Planning Commission to develop specialised staff 

for doing its v̂ Drk. V/ith the creation of State 

Planning Boards and Planning Cells in Ministries the 

problem of training of suitable persons to man the 

various positions in these organisations is likely 

to assume great importance. Planning needs a different* 

kind of expertise from a mere specialisation in a 

given subject area. It involves an inter-disciplinary 

approach. It also calls for a special knowledge of 

the techniques of planniUj^. Persons engaged in 

planning work would, therefore, have to be specifically 

trained for the purpose.
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107. Training jn planning will have to bo broadly 

of threo types. A large number of statisticians and 

economists will be employed on planning work. Training 

for them should be organised through specialised 

institutions like the Indian Statistical Institute and 

the Institute of Economic Growth, In the second place, 

technical experts specialising in different subjects 

like agriculture, education, sociologj^, technology, 

etc. have to be iinparted suitable training in the 

riethodoloey of planning. Thirdly, refresher co^jrses 

will have to be provided for those who have already 

functioned as planners for some time.

108. The Study Team on Machinery for Planning 

has suggested that the training agency for the 

purposes of imparting training of the second and the 

third type should be one which is closely associated 

with the planning organisation. We believe that the 

Planning Commission itself will be the most suitable 

agency for imparting on-the-job training v;hich will 

include rotation of the trainees ariong the various 

Divisions of the Commission. For other aspects of 

the orientation and refresher courses, it would also 

be necessary to draw upon the results of independent 

research studies in the improvement of planning 

process and techniques and the experience of other 

countries and different States in India. For this 

purpose, facilities available with professional
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bodies like the Indian Institute of Public Adminis

tration may be made use of.

Bee orrne nd a t ion;
17

We, therefore, recommend that:

(1) It is necessary to make suitable arrange
ments for training of personnel engaged 
on planning work, in statistical and 
economic analysis and in techniques
of planning.

(2) Training for statisticians and economists 
to be engaged in planning work should
be organised in specialised institutions 
like the Indian Statistical Institute 
and the Institute of Economic Growth.

(3) The Planning Coraraission is the most 
suitable agency for imparting on-the- 
job training. For other aspects of 
the orientation and refresher cotirses , 
facilities available with professional 
bodies like the Indian Institute of 
Public Mministration may be made use of.

Prorramme Advisers

109. The Planning Commission maintains a liaison 

with the Status in the field of planning m.alnly through 

the Programme Advisers who were first appointed in 

1952. They were expected to assist the Commission by 

making an assessment of the implem.entatlon of develop

ment programmes in the States and to advise it on 

the proposals put forward by the State Governments 

for their Five Year and Annual Plans. It was hoped 

that their close association with the implementation 

of the State plans and their knowledge of local

-85-



conditions would enable them to make a significant 

contribution towards a more realistic formulation of 

plans. With their wide administrative experience, 

it was felt, that they would be able to provide 

suitable guidance to the implementing agencies in 

the States, Another role expected of them was to 

keep the Planning Commission as well as the central 

Ministries fully posted with the progress of the 

Centrally aided and Centrally sponsored schemes.

110. Unfortunately, the institution of Programme 

Advisers, though well conceived, has not worJĵ Qfd In 

the manner as originally intended. There are several 

reasons for this. There has been a very high tum-over 

of officers occupying this position. Since 1952,

18 persons have worked as Prograim̂ ie Advisers and 

many of them hardly for two years. Sometjjnes, the 

position of Programme Advisers has been used as a 

stop-gap arrangement. Not infrequently officers have 

tended to leave these posts as soon as they were 

able to get equivalent or higher assignments in an 

administrative department or Ministrj'-. The original 

intention that the Programme Advisers would tour 

the States under their charge for about 16 days in 

a month has not also been borne out in practios.

111. Following our recommendations regarding the 

scope of the Commission’s functions, its involvement 

in detailed State planning would be substantially
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Ii.iced. Th  ̂ resp<!Ma*=*l>)ilities of Programme Advisers 

in tit’s r.-jsard would also, therefore, be conpiaor^.bly 

redio'i. vJe ii-e, t]. r-fcrv., ci t̂ iey

shoma be invcsLc**:! vit'^ tae additional wsrk of 

supervl.j5.log evaluatio!j.

132. It is sometimes suggested that the ii^stitution 

of Programme Advisers should be s<?rapped and that each 

of the Members of the Planning Commissio?. should be 

made responsible for looking after the plans of a 

specified number of States. There are, however, diffi

culties in adopting such a course. Each Member is 

already invested with an all-India jurisdiction in 

respect of specified subjects. If he were also given 

a territorial jurisdiction over all the subjects for 

certain States, there oould arise tensions and conflicts 

between Members - one kaving a territorial jurisdiction 

over a subjeah and the other, an all-India .i'jirisdictj<ui. 

Further, their functional rcisponsibiiioi. .> as ir^ividu • 

Members and their joint respop-sibility as a Co.iimission 

would leave them very little time for the type of 

detailed work the Programme Advisers are expected tg d<3̂ .

113. We w?>uld, therefcire, like the institutipn 

fjf the Programme Advisers to continue.- They should be 

perc'>ons with wide knowledge and experience and should 

PQISSWGS the qualities of a mediator and a neg<^tiator. 

Their selection should not be confined to the oi'ficcrs 

Qf any particular service. It shuuld be ensured that
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they stay in their positions for a period of at 

least five years. In case the ser-vices of a Programme 

Adviser are likely to be lost as a result of his 

being due for pronotion elsewhere, he should be given 

the benefits of r)romotion even while continuing to 

work as a Programme Adviser.

Rocc^rrinGndatloni
18

We, therefore, recorariend that:

(1) The institution of Progrwane Advisers 
should continue. A Progrararne Adviser 
should have a tenure of at least 
five years.

(2) The Programme Advisers should 
super\'ise evaluation work in 
addition to their other duties.



114. V/e recommended in our Interim Report the 

_  constitution of Planning Boards in the States for

fonmilating Plans and for evaluating plan performance.

We v/ould now like to spell out the functir*ns of these

Boards in greater detail. The main responsibilities

of the Planning Boards should be as follows:

 ̂ (a) To maAce an assessment of the State
resources and formulate plans for 
the most effective and balanced 
utilisation of those resources;

(b) To determine plan prioi'itlos of 
the State v;ithin the franwwork
of the priorities of the National 
Plan;

(c) To assist district ai#thoritie3 in 
formulating their development plans 
vithii* the spheres in which such 
planning is considered useful and fea
sible and to coordinate these plans 
with the State Plan;

(d) To identify factors which tend to 
retard economic and social develop-

. ment of the State and determine 
conditions to be established for 
successful execution of the 
Plans; and

(e) To review the progress of imple
mentation of the plan programmes and 
recommend such adjustments in policies 
and measures as the review may indicate.

115. The Planning Boards should have their own secre

tariats to help them in the adequate discharge of these 

functions. The State Plans largely consist of investment 

in the fields of agriculture, irrigation, power and

V - PLAxTONG MACIgl^HY IN TIi3 STATKS
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The plan formulation vdng of tho State 

Fl’-uining 3oa.rds should, therefore, generallj’" comprise 

thrao sectoral units - one for development of apriailture 

and allied areas includin,<T irrigation; the second to 

deal with power and also with industry and transport t^ 

the extent to which each State is concerned with these 

two latter subjects; and the third for social services. In 

addition it would he necessary to have a strong evaluation 

unit. This should be the normal organisational pattern 

of the State Planning Boards. Certain variations in the 

structure might, of course, be necessary in the light of 

the sp3cial rocjuiroinents of individual States.

116. It need hai’dly be emphasised that the different 

units of the State Planning Boards v/ould have to be manned 

by carefully selected personnel, capable of formulating 

vmll-coordinated and integrated plans. The existing posi

tion in this regard is not satisfactory. The work of 

planning is at present handled in a secretariat department 

of the State Government and the personnel for it is drawn 

predcminan.tly from the administrative services. There is 

paucity of persons with specialised knowledge or exper

ience of. planning. It is important to develop proper per

sonnel thraagh appropriate training programmes, for manning 

the various units of the State Planning Boards.

117. It would also be necessary to have Planning j^ells 

in tho development departments of the State Governments 

more or less on tho same lines as envisaged for the Central
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Ministries. Their functions would also be similar to 

tliose of the Planning CqH s in the Central Ministries.

JkjiQiiiinQnaritipu?
19

Wo, therefore, recommend as follows:

(1) The functions of the State Planning Boards, 
the constitution of which was recommended 
in our Interim Hoport on the Machinery for 
Planning, naj be as follows:

(i) To mal-ce an assessment of the State 
resources and formulate plans for tha 
most effective and balanced utilisation 
of those reso’arces;

(ii) To determine plan priorities of the
State within the frai2'«vorK of the prio
rities of the National

(iii) To assist district authorities in formula
ting their development pl/sns within the 
spheres in wliich such planning is consi
dered useful and feasible e;id to coordinate 
these plai:is with the State Plan;

(iv)To identify factors wliich tend to retard 
economic and social development of the 
State and determine conditions to be 
established for successful’ execution of 
the plans; and

(v) To review the progress of implementaticn 
of the plan programmes and recommend 
such ad,1ustments in policies and measures 
as the review may indicate.

(2) The Board*s secretariats should normally have 
four units: one dealing with Agriculture and 
Irrigation; the second v/ith Power, Industry 
and Transport; the tliird, with Social Services 
and the fourth, with Evaluation.

(3) Plaiining CqI I s should be constituted in the 
development departments of the State Governments,

Pl^nini^_at the District Level 

IIB. Th0 idea of district and village plijining emerged 

in 1954 when the Planning Commission asked the States tc
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arrange for tho preparation of such plans, especially in 

raspect of a^riciiltural production, rural industries and 

 ̂ ccoparation. The Second Plan assigned to tho district a 

pivotal p'->sition In tho vholo stractiare of plrjminf,.

Planning at the district and village level was looked upon 

^  as essential means of securing the maximum public parti

cipation and volimtary effort,

119. In practice, however, attempts at district and 

village r.lanning have generally not been fruitful. The 

authorities responsible for preparing the district or block 

\ plans were not given any clea.r idea about tho financial re- 

' sources which would be made available to thera, i^ven if 

they got some such indication they tried to inflate their 

demands to secure the maximum possible advantage in this 

regard. Nor has there been any clear appreciation of what 

^ the district plan should actually comprise and v;hat should 

be left to the State level planning agency. The schemes 

adopted by the districts are not always releYnnjL-ta-i±ie 

needs and possibilities of development of the district, 

Moreover, there is a lack of proper coor^nation among the 

different implementing agencies in the district and an 

absence of plannlxig expertise. If  the district planning 

“ exercises are to have any meaning, these shortcomings would 

have to be adequat-ely rectified. In order that oach district 

can make full use of its resources, it would be necessary 

to giva some flexibility and freedom of action to the
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dis.tr 1.0t_g^in drawing up and iniplomenting the progranuae s 

best suited to thoir n.ei»df=t anjd poti--»ntlalltles.

120, V/e do not consider that any elaborate machinery for 

planning in a District is necessary. At the operational 

level planning cannot be divorced from implementation. A 

District Plan would necessarily hax̂ e to be in the nature of 

identifying the particular potentialiti3s of development of 

the District, an assessment of its crucial needs and formu

lating of specific measures to exploit tho local resources 

and modt the local needs. The bost arrangement, therefore, 

would bo that the same set of persons who Pire responsible 

for imploraentation are also made responsible for planning.

We . would, therefore, like the \/ork relating to planning

at the District level to be handled by the developmental 

set-up in the district.

121. For the present we do not consider it feasible to

have planning machinery at a level lower than the district,

RGCommendation;
20

We recommend that Planning at the 
District level should be the 
responsibility of the developmental 
set-up in the District,
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VI - VROGmSS H3P0RTING AMD EVAIJJATION

122. The term "evaluation” as appliod to plan schemes 

has come to bo used in common parlance to denote ti/o diff

erent though allied concepts or sets of activities. In the 

first place it connotes watcMng the progress of the schemes 

with a view to ensuring thair fulfilment in due time.

Kamedi.'̂ J. action is taKen by executive authorities if the 

review of progress brings to light factors which affect

the smooth flow of work according to schedule. The second 

typo of evaluation is concerned v;ith aseesiing the extent 

of success or failure of programmes, analysing the factors 

•responsible for such success or failure, measuring the 

impact of programmes on the economy, ascertaining people^ s 

reaction to them and deriving lessons for the future. The 

assessment of the second kind is not restricted to the 

programmatic side of the Plr^ns; the policies underlying 

them also come in for appraisal. The first kind of app

raisal is sometimes referred to as ’’short-term” or "internal" 

evaluation and the second as "long-term" or'independent" 

evaluation. For the sake of clarity we would designate 

the former as "Progress Reporting" and the latter as 

"jivaluation".

Progress BeT>orting

123. Arrangements for progress reporting need to be
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bullt into th« arljn.ini J^tratlvo structurQ dosignod for th© 

pnrposo of oxocD.tion of parti c\ilar project or prograiuTAe.

It is, howovor, Importruit th?.t the data regarding th3 pro

gress of tho more important schemos should reach the 

planning agency concerned soon enough if the latter is to 

be in a position to recommend immediately corrective mea

sures pnd such changes in programmes as may be called for.

It is imperative that tho Planning Commission be kept 

fully posted with the progress of the crucial t) Ian projects. 

It i*’, on the. ezcciition of those projects according to 

5?chftd7.ilp that tha achievement of the overall plen targets 

depends.

124. The existing arrangements in the Planning Commission 

for this purpose are inadequate. The Commission created 

a separate Progress Unit in 1959 which was placed under the 

charga of a Director. However, this Unit was made a part 

of the Plan Coordination Section of tho Planning Commission.

As the Director cf the Progress Unit had also to function 

as the Director of the Plan Coordination Section, the 

work of Progress Reporting failed to receive the attention 

it deserved. Further, there are no arrangements at 

present for regular flow of information. The data for 

the purpose of progress reports is obtained -2̂  hoc from 

the Central Hinistries and the State Govornments. On tho 

basis of Such data and the information collected from 

administrative reports, a few periodical progress reports 

have been brought out.
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125. The presont information systora has to be improved

substantially to ensure a constant and uninterrupted flow 

of Information to the Commission from tha States, the 

Central Ministrios and other major implomenting agencies. 

Timely fulfilment by the private sector of the tasks 

envisaged for it in the Plan is equally important. Methods 

will, therefore, have to be devised to obtain the data 

relating to progress from at least tha large organised induS' 

‘tries in the private sector.

126. On the basis of information obtained, the

Planning Cosnmissjou should prepare every year a progress 

report bringing out the main trends in th3 progress of

thB PI,on* The Commission should also siiggest in this report 

the necessary remedial measures including adjustment in 

outlays, if needed, so that necessary modifications are 

carried out in time. The progress report should be made 

available to Parliament within six months of the completion 

of the Plan Year.

127. The State Planning Boards should also arrange to

get information about progress of State Plan schemes and

prepare a progress report within six months of the close

of the relevant year. The Report should be placed before

the State Legislature.

H<jCoiriaQna.atAQA!
21

We, therefore, recommend that:

(l) The Planning Commission shoull bring out 
every year a progress report on the 
performance of the plan programmes both
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in the public and the private soctors. The 
r-jport should be presented to Parlianont 
within six months of the completion of the 
Plan year.

(2 )  Tho State Pl=mning Boards should also arrange 
to got information about progress of State 
Plan schemes and j)ropare a progress report 
within six months of the close of the rele
vant year. The report should be placed 
before the State Legislature,

iiVa.lT'ation

128. liivaluation, as distinguished from progress reporting, 

must be carried out by an agency which is not responsible 

for the execution of the progranimes concerned if it has to 

be meaningful «ad independent. The ProgratnEî j Kraluation 

Organisation (P.ii.O.) of the Planning Commission was created 

in 1952 to evaluate the impact of the Community Development 

Programme on rural life. The P.ii.O, was engaged in evalua

ting only this programme in its different aspects up to 

1960 when the scope of its activities was extended to the 

entire field of rural development. The P .S .O . has helped 

develop evaluation methodology and has also provided some 

training to the evaluation p ersonnel of the States. The 

organisation of the P.ii.O. consists of its central head

quarters in I^elhi, five regional evaluation offices and 

thirty-nine project evaluation units located In different 

parts of the country. The last two sets of agencies are 

engaged in collecting data at the field level and conducting 

field surveys. The data collected is coordinated in the 

regional offices and passed on to the headquarters. The
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head of the organisation is equal in status to the Chiefs 

of Divisions in the Planning Commission, There are, in 

addition, at the headquarters two Joint Directors and five 

Deputy Directors. They are assisted by a couple of Senior 

Research Officers, about ten Research Officers and forty

• Investigators. A regional office consist? of a Regional 

Evaluation Officer, one Research Officer and three Investi

gators. The project office has a Pro.1ect Evaluation Officer 

and two Investigators.

129, The Committee on Plan Projects (C .O .P .P .) was 

constituted by the National Development Council in 1956 to 

organise investigations into the v/orkixig Of important PIlji 

projects}, to initiate studies for evolving suitable forms

of organisation, methods and standards for achieving economy 

and efficiency in execution of projects and to promote 

efficiency audit of projects. The chief method employed 

by the Committee is to work through composite study teams. 

Jilach study team usually has an eminent non-official as its 

leader and a small number of members drawn from among both 

the administrators and technical experts. The teams axe 

woxmd up as soon as they complete their wor̂ .̂

130. Though the studies conducted by the P.izI.O. and the 

C.O.P.P.. have been useful, there are many important pro- 

grnmmes i '̂iich have not yet been touched by either of them. 

Though the P .E .O , is concerned vlth tlie assesstient of pro

grammes in the rural sector, its evaluation is confined to 

a few Plan schemes at a time. In the case of COPP the
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evaJ-uation has been doiiQ on an iui hoc, basis. It is true 

that evaluation by the Planning Commission cannot and 

should not cover all schemes and programmes in the Plan; 

b^t it is necessary that the crucial progr^unmes are
N

stuciigd continuously and in depth.

131. " There has been a tendency to assess the performance 

^of a project more in terms of progress of expenditure than

in terms of physical achievements. This is bound to give 

a misleading picture. Further, the time lag between the 

complotion of the field work end finalisation of the eva

luation report 1« too long and this vitiates th# usefulness 

of the findings. Nor is there any systematic fcllow-up 

to find out how far these reports are being made use of 

hy different agencies.

132. It is necessary to strengthen the existing evalua

tion machinery to remove these defects. The Planning 

Commission should have an Evaluation Wing which should 

include the present personnel of the Programme* Evaluation 

Organisation as well as the staff in the Committee on Plan 

Projects engaged in eval.uation work. This Wing should be 

properly manned with an adequate number of experts and 

headed by a senior officer. While a large number of the 

staff will have to possess a background of Economics and 

Statistics, it will also be necessary to bring in variegated 

expertise from fields like sociology, education, engineering 

and science.
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133. The liValuation Wing should be placed directly under 

the Deputy Chairman of the Pl^mnins CoKmission. This would 

help to high-light the importance of iSvaluation. The Wing 

should mainly be concerned with the study of a selected 

number of Plan prograirmies in the C entral sector. In regard 

to the State pro grammes, the evaluation should be entinisted 

to the State Planning Boards. However, even in respect of 

such programmes, the Commission could undertalce a few studies 

on a sample basis. The Wing will also guide the State eva

luation organisations.

134. iivaluation reports prepared by the Conmission should

be placed before Parliament.

Reccniraendatlon :
22

We recomjnend that;

(1) A separate I’lvaluation V/ing adequately staffed 
with qualified persons should bo created in 
the Planning Commission. It should be placed 
directly under the Deputy Chairmcin of the 
Commission,

(2) The functions of the ^ valuation V/ing should be 
to study continuously the laore important Plan 
progrtimmas and schemes in the Centrar* Sector, 
undertake sample studies of programmes in the 
State sector, and guide evaluation work in 
States.

(3) Evaluation reports prepared by the Planning 
Commission should be placed before Parliament.

Arri]nRe_nioiits_for ation in Central Ministries

135. Though independent evaluation vd.ll have to be done 

by the i5valuation Wing of the Planning Commission, ve do
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not rule out ths Ministries undertaking similar work in 

a areas not covered by the Commission. Such limited 

appraisals as veil as progress reporting, would be the 

responsibility of the Planning Cells in the Ministries. 

Tho Colls should advise the Evaluation Wing of the 

Commission about the State p rogrammes that should be 

evaluated and also indicate the studies in which the 

association of an expert from the Centre is necessary.

23

We r»co»niend that the Pi,inning Cells in the 
Hiniftries should, in addition to their other 
duti««, be responsible for carrying oiit a few 
evaluation studies in areas not covered by 
the Planning Commission. They will irid.icate 
to tho C ommission the programmes in differont 
States which should be evaluated and also the 
studies nn which the association of an expert 
from the Centre is necessary.

JSvaluation Machinery In the States

136. iiilvaluation work in areas which fall within the 

•^urlsdiation, of the States would have to be undertaken 

mostly by the State Planning Boards. The existing 

arrangements for progress reporting and appraisal of 

implementation of Plan programmes differ \^ddely from 

State to State. Some of the States do have some kind of 

arrangement for evaluation either in their Planning 

Departments or their Bureau of liconomics and Statistics. 

But these are not properly organised. Generally speak

ing, it is only the Community Development sector that
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has been systomatically reported upon and r̂ ĵviewod. It 

is important that evaluation in the States also extends 

to most of the sectors of the State Pl?ji vith the possible 

exception of power and large ind>.istrios v^ich will be 

taken care of by tlio Planning Commission. An livaluation 

Unit should be set up in each State Planning Board as an 

integral part thereof to meet the need for independent 

evaluation of the development progrnmm«s of the State.

The Evaluation report should be placed before the State 

Legislaturo.

H3cQ>nmondgLtluXi»
24

We recommend that;

<l) The State Planning Boards' should each have 
an iUvaluation Unit for the evaluation of 
programmes in the State Plans.

(2 ) The evaluation reports should bo placed 
before thvi State Legislature.
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VII - PUNITING AND PARLIAt^aNTARY CQl-a-aTT£:3S

137. As In tho case of the Central Ministries, 

it has been the practi'^e to constitute an Informal 

Consultative Committee of Members of Parliament for 

tho Planning Commission. The Informal Consultative 

Committee appointed during the tenure of the Third 

iok Sabha consisted of 101 members. From 1964 to 

1966, the Committee met 22 tjjries; and the highest 

attendance during this period v:as 34 and the lowest, 3. 

It has also been the practice since thd Third Plan

to involve the Members of Parliament ia tho process 

of plan fonrmlation. A few committees of Farliament 

are appointed to discuss the different aspects of 

the Draft Outline of the Plnn.

138. The Prime Minister also set up in December, 

1968 a committee consisting of some Members of Parlia

ment to discuss the Plan. This Committee I'/as 

reconstituted in November, 1965, with the Prime 

Minister, five other Ministers and eight Members of 

Parliament as members. The attendance at the meetings 

of this Committee has been better than in the case

of InformalConsuitative Committee.

139. We have already recommended that the 

Planning Commission should place before the Parliar.ient 

the annual progress reports on plan porforaince as 

well as its evaluation reports. Parliament would 

obviously like to discuss;such reports. As
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Parllamontary time is rory linitod, it would bo 

helpful if a special Committoe of Parliament is 

constituted to go into thaso roports in detcil md 

Dicike necessar}^ rGcommondations. Tiiis Committeo should 

consist of about 25 Mombors of Parliaaient which would 

include leaders or deputy loaders of the various 

political parties in Parliament and a few independent 

Members. A similar practice may bo adopted by the 

State Legislatures.

140. Parliament may also consider whether this

special Coimaittee should not also perform tho functions

of the Informal Consialtative Committee. A smaller

committee of tho typo suggested above would facilitate

a deeper probe into the various is'nies involved in

plan formulation. In our view, a departure of this

nature from the prevailing practice of setting up an

Informal Consultative Committee could be justified on

the ground that the Planning Commission is an advisory

bcKiy and not an administrative Ministry.

ikLLPmsiidatj^:
25

We recommend that:

(1) A special Parliamentary Committee of 
about 25 members, may be constituted to 
go into the annual progress reports on 
plan performance as well as the ©valuation 
reports laid before Parliament. A similar 
practice may bo adopted in the States.

(2) Parliament may consider whether tho 
Parliamentary Committee mentioned above 
should not also perform the functions
of the Informal Consultative Committee.



II ~ PLAN formttiatio:t

1. The Commission when seeking guidelines
from the National Developmont Council Ic-c the 
formulation of the National Plan should give a 
tentative framework of the Plan considered 
feasible by it a:id also indicate other alter
native approaches caXLlng for differort dep;rees 
of effort. Th3 basic features involved such
as the rate of growth, the resourcer reqiiired 
and the sacrifices involved should clearly 
be brought cut. Detailed work on the forr.ula- 
tion of xhe Plan should proceed in the light 
of thf̂  guidelines given by the National 
Development Council.

2. UTien the Commission lays down the Ijjiea of a 
Fi've y«ar Plan, it should have before It a 
perspective of devel:^pment over a longer 
period. The period may be different for 
different sectors of tho econoniy, ten years 
for some, fifteen years for ethers and even 
a longer period for some others.

3. The Five Year Plan should talce into account 
only such foreign aid as can be reasonably 
assumed to be forthcoming. It should .also 
take into consideration internal contingencies 
like failures of monsoons which are a normal 
cyclical feature. There is no need for any 
separate ’Core Plan’ . The entire Plan should 
provide for the maximum possible effort, 
based on a realistic assessment of resources.

4. Each scheme or project involving foreign aid should 
clearly set out the measures for dispensing vdth 
such aid in the shortest possible time and 
should also spell out the precise obligations,
in this regard, of all concerned.

6. (l) The composition of the Working Groups
should be broad-based, iiach Group 
should in addition to the official 
members include a few non-cfficial expertu 
selected having in view the subject |
matter of the Group. The Groups !
dealing with subjects falling in the '
State List should als^ have some 
specialists fromState Planning Boards 
and State Governments.

V III—SimMAHY 0? _HSCQMMENDATlON^

-105-



(2) Tha Working Groups should be compact 
bodies presided over by Secretary or 
other senior cfficer of the Ministry 
concerned.

(3) The Working Groups at the Centre and 
their counterparts in States ^ould 
maintain a close and regular communica
tion with each other.

6. (l) The Planning Ccrmiission should, to the
maxipTuin extent possible, ^make use of 
the special advisory bodies which are 
set up by the Central Hinistries.

( 2 ) Where the purpose is to ascertain the 
reactions of the interests concerned
to the proposals of the Conraission, the 
all-India associations representing 
those interests may be consulted.

( 3 ) Standi*ng advisory committees may be
set up for considering matters which 
cannot adequately be dealt with in any 
of the ways mentioned above or by the 
constitution of ad-hoc bodies. These 
«?houTd be few in number. They should 
bo compact bodies, with a membership 
not say, fifteen. It
should be ensured that persons selected 
to work on these committees are not 
already working on a number of other 
bodies and are able to devote sufficient 
time for the committees’ work.

7. ( 1 ) Sach Ministry concerned with develop
mental programmes should have a separate 
Planning Cell which should bo small in size. 
It should be suitably manned by technical 
and professional personnel, and headed by a 
senior technical officer or a Joint 
Secretary, as may be appropriate. It 
sho\ild function under the overall 
supervision of the Secretary of the 
Ministry.

V ( 2 ) The PlannjjTg CejJ^s should primarily
'  have the foXIowing functions:

(a) to assist the Ministry and through 
it the Planning Commission in tho 
formulation of the Five Year Plan
by undertaking the necessary pre
paratory work; to get the necessary 
studies and research needed for the 
formulation of the plan programmes
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carriod out by the exocrative agencies 
and cthor bodies; to collcct and main
tain economic and statistical data 
relating to devalopinant and to provide 
necessary technical and other acsiJ^oance 
to the Working Groups and the Develop
ment Councils;

(b) to scrutinise and coordinate the detailed 
projects and schemes of the oyecutive 
agencies under the Ministry and * o ensure 
that the requirements of inputs and 
administrative implications of each 
project and scheme have been fully 
worked out and that the various projects 
are properly phased; and

(c) to keep in touch with the progress of 
plan schemes eind programmes and prepare 
the ovoraJJ. progress and evaluation 
reports ^n plan prcgr^’:i*'aes not covered 
by evaluation by the Plarjiing 
Comrnissior.
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(3) Each such Ministry or Department should 
constitute an Internal Standing Comnittee 
for Pl-icn.ning. It should consir.t of the 
Secretary, Heads of Departments and other 
senior tec^mical and administrative 
officers of the Ministry, The Committee 
should guide the Planning Cell in the 
discharge of its functions and periodically 
review the progress of implementation.

8. (l) At the time of the formulation of a
Five Year Plan, the concerned Development 
Councils should be requested to prepare 
their c^m plansin the light of g^eneral 
guidelines to be given by the Planning 
Commission, and to send them to the 
concerned Ministries.

(2) A few representatives of thelbvelopment 
Councils concerned with major industries 
should be associated v;ith the formulati^'n 
of the industrial programmes at the time 
of annual plan discussion:?.

9, (l) Detailed sectoral plann.1ng, including
preparation and execution of individual 
schemes and programmes should be left t>' 
the State Governments.

(2) The Planning Commission should confine J 
j its scrutiny to such schemes as involve^ 

a substantial amount of investment, a

✓
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10.

f

sizable foroign oxchange componont, 
'considerations of inter-State nature, 
significant policy implications from 
the nsticnal standpoint, or implementa- 
'tion of basic national priorities.

The present ol=»hoT'ate system of annual 
plan discussicnr through a large number 
of Working Cjpoups should be
The discussions in future may be* concentrated 
on major issues like resource mobilisation, 
important policy matters, requirements of 
major projects and appraisal of performance I 
in key areas. Detailed planning within suchl 
a framework should be left to the Central I 
Ministries and States.

11.

Ill - FINANCIAL ASSISTANCi; BY THS CENTRE
____________________FOR STATE PL/aS___________

i(l) The amount of total Central assistance to be 
given to a State should rirst be determined. 
The amount to be given jji the form of loans 
should then be worked out. The balance of the 
total assistance left after deducting the 
quantum of loans v/ill be available for distri- 
b;ition as grants.

(2) A certain portion of the amount available 
as grant assistance should be ’ tied’ to 
schemes or .groups of schemes “Sf basic 
n^itional importance. The remainder should 
then be distributed pro rata over other 
sch-̂ mes or groups ol schemes which are 
eligible for Central assistance.

(3) The grants tied to schemes or groups of 
schemes of basic national importance will 
RQt be §.yallable for reappropriation.
Grants origirally allocated to untied schemes 
or groups of schemes may however be reappro
priated to r.ther schemes qualifying for 
Central assistance.

( 4 ) If there is a short-fall in implementation 
of State Plan taken as a whole and as a 
result the Ccintral assistance utilised by 
the State is more than whay would be propor
tionate to the expenditure met by the State 
rut of its own resources'Athe correct propor
tion being one which was initially settled
at the time of the finalisation of the Plan), 

•there should be a corresponding reduction in 
■the Central assistance. Necessary adjust- 
’ment in this regard should be made after 
the close t/f the relevant financial year.



(6) ’’Miscellan-'Jous DGv-3lopmant Loans” should 
ba abolished aftv^r tlvi intrcduction o:' tho 
schomo of Central assistance ir. the maimer 
proscribGd abovQ,

(6) The number of Ccntx^ljJL-jSpiinsored schor^is 
should be kept to the n^nimuri and thf̂  . 
criteria laid for dotormining which j ^
projects should be C3ntrally sponsored j 
should strictly be applied. ^

IV - INTKRllAL Ci^G/iNISATTON aITD STAFFING OF TFJ] 
J-'LA:TI\i£Na CM-TISSION ______________

(l) The Planning Commission should be responsible 
only for formulating the ob.iectivds, laying 
.down priorities, indicating broad sectoral 
outlays, fixing the basic targets and approving 
the main programmes.

) The Planning Commission should itself not 
ordinar:..ly undertake much field research 
vrork. It should make maximum possible use 
of other official as well as non-official 
a^^encies concerned with research. Tte 
Commission should, as far as possible, utilise 
the operating agencies for the purpose of 
collecting data.

( 3 ) Tho Commissioh should not deal with indivi
dual references on plan programmes and 
schemes unless the;/ pertain to major devia
tions from the Plan,

(4 ) Officers of tho Commission should not 
participate in the committees sut up for 
the purpose of implementation of plan 
policies. The Commission should, hrwever, 
be kept fully informed continuously about 
the actual operation of the policies.

13. The Planning Commission should give up all 
such work as is not germane to its functions, 
in particular the work relating to tho 
Joint Technical Group on Transport policy 
and coordination, management studies, 
construction economies and promotion of 
socio-economic researcrf.

14. Tho Planning Commission should tal:e jnmo- 
diatc steps to reduce its personnel and 
expendit-vire, in keeping with tho redefined 
scope of its functions and reduction in 
work as suggested by us.



15. (1) The work of thn Comnission should be
I’organiyed In threo V^lrgs, one deal.ing 
I with plan formulat/icn, the Goccnd with 
\evaluation and the third with estatlish- 
^ment matters.

(2) There should be only three functional 
levels in +‘-hc Ccn/niss J on belov the 
Members in the Plan Fcrmulation Wing.
Those should compri::5e Advisers, Subject 
Specialists and. Ana ly 31 s .

(3' The nujnhor of Ec^onomio Investigators 
in the Formulation Wing bhoiiI.d 
s u b s t a n t b e  reduced.

16. (1 ) Select,i::n TXra appointment to senior
posi'ions ' n the ?3.arming Com^iission 
rhould be u:j.de from a wide field covering 
the ci-.'il rexrlces, public and private 
sector undertakings ana other wa?.ks of 
1 j fo. The/ should be made by a special 
committee conristing of the (i) Chairman, 
Union Public ^'crvice Commission, (ii) 
Chairman. Univorsity Grants Co^iin'ission, 
and (iii) the Ĵ eputjr Chairman, Planning 
Comm.j ision. Tho President of th?3 
Federation of the Indian Chambers of 
Commerce and Industry should also be 
associated wich selection of poisons 
from the iuclu;;t:riar. and commcrci?.l fields. 
V/here^^er ne-'e^sary, an eminent eyinert 
may :il.so be co-opted to advise tiiG 
comm1 : tee.

(2) All "̂ cp apjoirtments should.be made on 
a contract or terare basis for a n'ixed 
period. As refarus the middle arl lower 
le'̂ êl r.oc]mieal staff, there shorld be 
a per.^unnel c.xchange programme be:tween 
tlie rie.iir.ing Commission a.nd sec-f-rral 
agenc.es et tho Central and State levels.

(3) The encVoiient'i payable to non-officials 
should bo hi/5.* enough to attract the best 
qual if j 0d \ 'i r s n nc and not ne c e s s ar ily
be ba.'Td or the normal standards of 
remunG;ra‘:icn in Governm.ent,

(4) Outotrindirf v:crk done by a Government 
r,er*ya*n: in biit Planning CommissIr.n 
shov (i en*:itj.o him to a special con
sider aticn in the matter of selection 
for I*iighei* appointments.



17, (1) It is necessary to make suitable arrange
ments for training of personnel, engaged 
on planning v^ork, in statistir.al and 
economic analysis and in techniques of 
planning.

(2) Training for statisticians and econonlsts 
to be engaged in planning work should
be organised in rpocialised institutions 
like the Indian Statistical Institute 
and the Institute of Economic Growth.

(3) The Planning Comrninsion is the most 
suitable agency for imparting on-the- 
,iob training. For other aspects of the 
orientatiorTand re^reslier courses 
facilities availalle v:ith professional 
Vodies like tbe Indian Institute of 
Public Administration may be made use of.

18. (1) The institution of Programme Advisers
should continue. A Prog.'̂ amme Adviser 
should have a tenure of at least five 
years.

(2) The Programme Advisers should supervise 
evaluation work, in addition to their 
other duties.
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V - FLUTING MCHII^J^Y IN THE STATES

19. (1) The functions of the State Planning
Boards, the constitution of which was 
recommended in our Interim Report on 
bhe Machinery for Planning, may be as 
follows:

(i) To make an assessment of the State 
resources and formulate plans for 
the most effective ar*d balanced 
uti].isation of those resources;

(ii) To determine plan priorities of the 
State within the framewcrk of the 
priorities of the National Plan;

(iii) To assist district authorities in 
formulating their development plans 
within the spheres in which such 
planning is corxsidered useful and 
feasible and to coordinate these 
plans with the State Plan;



(Iv) To identify factors which tend to
retard economic and sccial development 
of the State and determine conditions 
to be established for successful 
execution of the plans; and

(v) To review the progress of implementa
tion of the Plan programmes and 
recommend such adjustments in policies 
and measures as the review may indicate.

(2) The Boards’ secretariats should normally 
have four units: one dealing with

)Agriculture and Irrigation; the second 
‘with Power, Industry and Transport; the 
third, with Social Serv-ices and the 
fourth, with Jlvaluaticn.

(3) Planning Cells shouJ.d be constituted 
in the develcpm.ent departments of the 
S-cate Governments.

20. Planning at the distT’ict level should
be the responsibility of the develop
mental set-up in the district.
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VI - PRCGHESS REPORTING AIJD EVALUATION

21. (1) The Planning Commission should bring
out every year a progress report on 
the performance of the plan programmes 
both in the public and private sectors. 
The report should be presented to 
Parlia.ment within six months of the 
completion of the Plan year.

(2) The State Planning Boards should also
arrange to get information about progress 
of the State Plan schemes and prepare a 
progress report within six months of the 
close of the relevant year. The report 
.should be placed before the State 
Legislature.

22. (1) A separate Evaluation Wing adequately
staffed with qua].ified persons snould 
be created in the Planning Commission.
It: should be placed directly under the 
Deputy Chairman of the Commission.



23.

(2) The urj.s of the EvaTmtion Wtne; shoulcl
be ho stuiy cori-i/l n’lounly the more Inportant 
plan programmes and schemes In the Central 
sector, u’̂ dertake sample studies of p'^o^rammes 
in the State sector and guide evaluation 
work in States.

(3) IValuaticn reports prepared by the Planning 
Com;nisslon should be placed beffvre 
Parliament.

( The Planning Cells in the Mini^stries 
rhould, in addition to their other 
duties, be rosponsible fo3' carrying out 
a few evaluation studies in areas not 
covercd by the Planning Commission.
They will indicate to the Com^iission the 
programmes in different States which 
should be cva].uated and al?o the studies 
on which the association cf an expert 
from the Centre is necessary.

24. (1) The Statu Planning Boards should
each have an Evaluation Unit for 
the evaluation of programmes in 
the State Flans.

(2) The evaluation reports should be
piaccd before the State Legislature.
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VII - PLAMINa AND P.ABLI/31E?n’AHY COMMITTESS

25. (1) A special Parliamentary t^ommittee
of about 25 members, may"be consti
tuted to go into the annual 
progress reports on plan performance 
as well as the evaluation reports 
laid before Parliament. A similar 
practice may be adopted in the States.

(2) Parliament may consider whether the 
Parliamentary Committee mentioned 
above should not also perform.the
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funct.loiis- of the^Informal jO'onsultatlvo 
Committee.

Sd/- K.Hanumanthalya 

Chairman

Sd/- H.C.Mathur 

Member

Sd/- H.V.Kamath 

Member

Sd/- Debabrata Mookerjee 

Member

Sd/- V.Shanlcar 

Member

5̂ d/- V.V,Chari 
Secretary

New Delhi,



CHAIPJmi
AdmiiiistratlVG Pisforms Corarfiisslon 

Govarnment of India 
Sardar Bhavan,

Now Delhi.

March 14, 1968.

My dear Prime Minister,

I am herewith presenting to yoii the final report 
on the Machinery for Planning. In making our recommenda
tions, we have made use of the final report of the Study 
Team on the subject. A copy of this report is enclosed.
V/e have also had the benefit of the views of the present 
Deputy Chairman of the Planning Commission and some of his 
colleagues. Our thanks are due to them all.

2. The Government of India have accepted the recommenda- 
ftions made in our earlier report that tho Planning Commission 
' should an expert advisory body, freed of all its functions 
{executive in character. In this report, ve have made recom- 
fmendations on the role of the Planning Coninission vis-a-vis
the State Planning Boards and the Central Ministries. This 
will further reduce the work load of the Planning Commission. 
We have also suggested that the Commission should renounce 
all extraneous v;ork and- rationalise its internal organisa
tion and planning methods and procedures.

3. The present sanctioned strength of the Planning 
Commission, including its attached offices, is 446 gazetted 
officers, 990 non-gazetted officers and 380 other staff, 
making a grand total of 1,816, Though the actual,number
of persons in position is about 200 less, even than the number 
is obviously too large. This year, its budget estimate is 
Rs.l crore, 58 lalchs and 99 thousand. This is imreasonably 
excessive. Its work is of a highly intellectual type. To 
give it the shape and pattern of a Secretariat Department 
will bo to distort its purpose and working. It must 
function as a Commission and not as a Secretariat. More 

■than half of the Commission’ s strength is accounted for 
I by the Secretariat and administrative personnel. With 
 ̂ the setting up of Planning Boards in States and Planning 
i Cells in the Central Ministries, as recommended by us,
 ̂ the x\̂ork of detailed sectoral planning will devolve on 
those agencies. The Commission will also give up several 
items of existing work which are not gemiano to its role.
The delineation of the Commission's functions, as proposed 
by us, must necessarily result in considerable reduction 
of its expenditure and personnel. The present size 
and expenditure of the Commission, wliatever might have

. . . 2 /



beon tho justification earlier, can no longer be defended, 
Heduction, tn3rofore, has to be effected with detennina- 
tion. Hy own iiapression is that tho Commission can very well 
work with about half of its present staff strength. The 
Planning Commission itself is seized of this problem. I 
hope that the Commission will effect such reduction notwith
standing any likely pressures from its bureaucratic organisa
tion to perpetuate itself,

4 . The allocation of Central assistance for State Plan 
Schenios is now det-drminod in accordance with a detailed 
matching pattern which sets forth the scale on which the 
Centre* s assistance \/ill bo available to each type of scheme. 
Among the consc>quences of linking the assistance to a 
matching pattern, the most undesirable one is the distor
tion of priorities of tho State Plan Schemes and the 
erosion'of the initiative of tho States in the determina
tion of their Plan programmes according to their concepts 
of local needs and capacities. In the ^tered pattern of 
different political parties forming Ministries in the 
States, a reorientation of the planning methods and pro
cedures has become more necessary than in the past. V̂e 
have, therefore, recommended the abolition of the matching 
pattern in determining the grant assistance to State Plan 
Schemes. Out of the total amount available in the shape 
of plan grants, a specified sum may be tied to schemes of 
basic national Importance and tho balance should bo 
available to the States to be spent on approved schemes 
in v/hatever order of priorities they may choose to adopt.

6. We have recommended that Development Councils 
consisting of representatives of Government and Private Sector 
should be required to assist the Planning Commission by 
preparing their o\m five-year schemes and pro’jects on the 
basis of the general guidelines indicated by the Planning 
Commission. They should also be associated with the 
Annual Plan discussions concerning the industrial 
programmes. We believe that having adopted the policy of 
mixed economy, it follows that the Private Sector should 
be given opportunity for meaningful participation.

6. Selection of personnel of the right type and 
calibre is the sine qua non for good planning. We have, 
therefore, recommended that standing panels of naines
of persons best qualified for planning work should be 
prepar-xi by a special committee constituted for tho 
purpose, and that outstanding work done in the 
Commission sho^ald receive special recognition in 
selection for higher appointments.

7 . Another important function of the Planning 
Commission is tho appraisal or the progress of the
Plan and tha evaluation of resialts. We have, therefore,

• • • • 3/



rocoirmiended tho establishment of a separate jSvaluatlon 
Wing for this purpose in tho Planning Commission, to 
be placod directly under its Deputy Chainn«n.

8. Parliament should more effectively exercise 
its power of control and supoi^iffion <?vor perfomanee 
of Plans. Progress and evaluation reports should 
invariably be placed before Parliament. A Committee 
of Parliament may be constituted to go into these 
reports in detail. This Committee may have about
25 Members of Parliament including Leaders or I^eputy 
Leaders of the various political parties,

9. The above recommendations will mtatls mutand!s 
apply to Planning_ in the States.

Yours sincerely, 

Sdf
(K. Hanuaanthaiya)

Smt. Indira Gandhi,
Prime Minister of India, 
New Dr>lhi.


