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1. Plan to change: Planning Commission should morph into an apolitical body
to evaluate government programmes

The Times of India: 09.12.2014

In terms of symbolism, Sunday’s meeting between Prime Minister Narendra Modi and chief
ministers was an important step in the search for an alternative to the Planning Commission. Since
its establishment in March 1950, the commission has tended to constrict space of states in choosing
their development priorities. The outcome has been a suboptimal top-down and one-size-fits-all
approach to development.

Replacing the commission need not involve the creation of new bodies. A largely dormant Inter-
State Council needs to be revived as it was originally designed to be the body where the prime
minister and chief ministers meet on equal footing to debate issues and find solutions. Sure, there
exists a National Development Council where chief ministers are represented. However, over time
it has shrunk to being an exercise in tokenism. Another constitutionally mandated body, the
Finance Commission, should ideally have the last word in transfer of resources from Centre to
states.

Where does that leave the Planning Commission? It still has institutional history and a collection
of personnel with technical skills that are unavailable in other arms of government. If the PMO is
to be the final arbiter of differences between ministries, it could do with a body that can examine
the consequences of different courses of action. Moreover, a body to carry out long-term planning
without getting into allocation of resources is necessary. How, for instance, will the ongoing
changes in energy markets play out and what should we do to be prepared? These questions remain
relevant as does the need for an independent body to evaluate efficacy of government schemes.
The commission’s replacement should be an apolitical, independent body that provides
governments with clear-headed rigorous evaluations. And states must get a larger say in the
developmental process.



2. New PlanCom may alter structure, focus of Central schemes
Sanjeeb Mukherjee, Business Standard: 09.12.2014

Schemes are proposed to become an amalgam of priorities laid down by states

The new body to replace the five-decade-old Planning Commission is expected to be structurally
different from the existing one. It could bring about a fundamental change in the manner
central government schemes are devised and implemented in India.

If the presentation made by the Commission to the chief ministers is followed in letter and spirit,
central sector and sponsored schemes will no longer be the domain of central ministries alone. Instead,
these would be an amalgam of priorities laid down by state governments, which, in turn, would also
have the powers to tinker with the schemes according to their local needs. Whether or not this would
signal death of central schemes remains to be seen.

THE NEW PLAN

How schemes will be conceptualised and
implemented in the new set-up, according to a
presentation made by Planning Commission
Secretary Sindhushree Khullar:

Overall scheme priorities may be agreed by
consensus in a meeting between the Prime Minister
and Council of chief ministers

Based on the agreed priorities, a basket of schemes
may be finalised in consultation with the ministries
States may decide to seek assistance under selected
schemes that are relevant to their strengths, potential
and needs

In partnership with the ministries concerned, scheme
design to be tailored to the state’s requirement to
achieve the agreed outcomes
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Simply put, a Grameen Sadak Yojana or a rural drinking water programme, for instance, might either
get scrapped or reformed, if state governments unanimously say such a focus is no longer required.

So far, central schemes were primarily designed by the Planning Commission in consultation with line
ministries and in keeping with the priorities of the ruling party of the time. So, a National
RuralEmployment Guarantee Scheme (NREGS), for instance, came to reflect the priorities of the
Congress-led government at the Centre then, irrespective of whether or not all states benefited from
it.

If the proposed changes are implemented, it will be the state governments that will decide if the
current model of NREGS is uniformly suitable for all states.

Problems between the Centre and states over Central schemes, first identified in 1998, got further
entrenched into the system over subsequent years. It was felt transferring funds to state treasuries
for implementing central schemes was not yielding the desired result, as the treasuries were in a mess
in most states and the transferred funds more often met only the salary needs.

Around 10 years ago, a mechanism was devised for Central schemes through which funds from the
central government flowed directly to societies or panchayats, under overall supervision of
the localadministration, bypassing state treasuries. After state governments repeatedly raised
concerns over this, it was decided at one of the National Development Council meetings that funds
allocated for central schemes would be transferred to state treasuries. The plan finally got
implemented in the interim Budget for the current financial year.

Another set of problems in Central schemes arose with states complaining the schemes were too rigid
and their priorities were not in tune with the needs of the state concerned, and reflected only the
vision of the central government. For instance, Gujarat complained it had built adequate number of
rural roads, so the funds allocated to it under the Gram Sadak Yojana was of no use it; instead, it
required funds for drinking water projects.

However, because of the rigid nature of central schemes, funds allocated for rural roads were not
allowed to be spent on drinking water. Also, there was little operational flexibility within the schemes,
which states resisted. “If we take the example of the Gram Sadak Yojana, it says funds will be allocated
if roads of certain width are built. Now, states in the Northeast have always complained this has little
relevance for them as they cannot build wide roads because of the terrain,” a senior official said.

Former member-secretary of the Planning Commission, Sudha Pillai, said the mechanism for
consultation with the states has been grossly inadequate.
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“The Planning Commission also remained a central government organisation. This will change for the
better. One important difference among states is the presence or absence of a healthy resource base.
This aspect has to be factored in while discussing a differentiated approach. The new body should
structurally be able to do so,” she told Business Standard.

The existing Planning Commission had tried to solve some of these issues by providing 10 per cent
flexible funding in centrally sponsored schemes, as recommended by a committee headed by former
Cabinet secretary and Planning Commission member B K Chaturvedi, but that was not seen as
sufficient.

But the new mechanism for devaluation of Plan funds, some experts point out, might face some big
challenges. The first could be in arranging for funds. Any scheme or programme or broad outlook
devised in consultation with states is most likely to overshoot its budgetary allocation.

In the current mechanism, the schemes and their funding are devised in consultation with Central
ministries, so managing with low funds is not a big problem. As soon as states get involved and a
broad priority is decided, the budget will jump.

“Evolving a consensus among states for identifying a common priority could be tricky affair,” said the
official quoted earlier. The central ministries need to be in tune with the changed format.

Former Planning Commission member Saumitra Chaudhuri, however, said: “Taking the power of
Central ministries in fund allocation for Central schemes is challenging, but involving state
governments in designing schemes and programmes is a good idea.” said.



3. Decentralising planning
The Financial Express:| December 9, 2014 12:29 am

SUMMARY
More Finance Commission funds is a better idea

Given how, over a period of time, state governments had begun to see the Planning Commission
(PC) as an instrument of Central government oppression—state budgets couldn’t be finalised
without the PC’s inputs and states allied with the Centre got more transfers than others—it is not
surprising the new-look PC is to have the states on board. The core team of the PC will be the
prime minister and the state chief ministers, and they will meet regularly to decide on what
development priorities should be, even design different scheme for different groups of states. The
PC’s secretariat’s role will be to help states and central ministries to achieve identified outcomes
as well as to strategise over 10-20 year time horizons. And since the new-look PC will have ties
with local and global think tanks, presumably this will end the view held by some that the
government is not interested in strategic thinking. Appropriately, the PC will have an independent
Development Monitoring and Evaluation Office (DMEO), though it is not clear how this will be
different from the UPA’s Independent Evaluation Office (IEO). The new-look PC, at least so far,
IS not going to have a US-style Congressional Budget Office whose job is to evaluate the impact
of every major government tax/non-tax policy—perhaps this needs to be built in.

While the idea is, admirably, to give the states more flexibility in their spending—so that their
plans will suit their needs and not just Delhi’s—it has to be acknowledged the PC has been much
maligned. While states get around half of the total central transfers by way of tax devolutions and
are free to spend it as they choose, the bulk of the rest flows through central ministries—so, the
rigidity in such funding and the designs of the schemes is more ministry-driven than PC-driven.
Making PC-driven funding more flexible is undoubtedly a good thing, but states will never be
fully-freed up unless the central ministries loosen their controls or unless the Finance Commission
transfers more funds through the automatic tax devolution manner.



4. No clarity on Plan panel revamp
The Asian Age: 09.12.2014

Does the government itself have a clear mind on the matter? All
that seems clear is that the PM sees the panel as part of the
Nehruvian legacy, and hence deems it fit to be thrown out.

When Prime Minister Narendra Modi spoke of jettisoning the Planning Commission in his
Independence Day speech, it became evident that the plan body created by Jawaharlal Nehru would
soon be made history. Through this single announcement, the country’s new leader from BJP ranks
made a declaration of faith that the ancien regime piloted by the Congress was to be buried and
officially forgotten.

But what would take its place still seems unclear though the Prime Minister held a conference
with chief ministers on Sunday to discuss the matter. New reports suggest that most of those
present endorse the Modi agenda of knocking the stuffing out of the Planning Commission.
Expressions such as “cooperative federalism”, which seems a special favourite of the PM, the
planexercise being from “bottom up” instead of being “top down”, and getting rid of “one-size-fit-
all” planning were bandied about with abandon, without concrete underpinning to them.

Four months after Mr Modi gave us an inkling that he has no love lost for the Planning
Commission, we still heard banalities on Sunday. In these four months, the government has
encouraged no public debate and discussion unlike the case with the Swachch Bharat campaign,
for instance on the subject. Does the government itself have a clear mind on the matter? Even that
is not known. All that seems clear is that the PM sees the PC as part of the Nehruvian legacy, and
hence deems it fit to be thrown out.

Nehru began with the premise that the market could not be relied upon to allocate resources
efficiently in a poor, post-colonial, economy if the aim was to address the question of intensive
poverty and uneven development. The Indian capitalist class was not strong enough even to take
baby steps, and hence had no quarrel with the state playing a significant role in the economic sector
at the time.

A lot has changed since then for the better, but embedded poverty still remains the lot of nearly 40
per cent of our population. Should the state play a minimalist role now and let the market decide
how resources will be allocated among different priorities? Should states now direct the national
planning process (can Maharashtra have a clear thought on Orissa’s potentials and needs and vice
versa, for instance)?

Much was said at the Sunday conference about states being represented in the planning process. It
is not clear what this means, for states were always closely aligned with the working of the plan
body. In fact, much of what transpired seemed like hot air. Nothing tangible and concrete was
spelled out. It was not even said that the entity that supplants the PC in Mr Modi’s vision will
simply be a mundane think tank.



5. How to revamp the Planning Commission
The Economic Times: 09.12.2014

The Planning Commission itself has been working on changing with the times, for some time. It
has been pruning and merging centrally-sponsored schemes, focusing on scenario building and
incentive funds for good economic conduct, such as in thepower sector, rather than on sectoral
allocations. But all this has not fundamentally changed the nature of the commission as an overlord
of central funds whom the states resent but must heed if they want those funds. The way to radically
overhaul the Planning Commission is for central funds to devolve to the states almost entirely
through the Finance Commission mechanism, instead of half the funds going through the Planning
Commission as of now.

In the kind of federal autonomy that the states seem to desire, there is no room for the Centre to
borrow just for lending on to the states. The states have their areas of constitutionally given
responsibility and sources of revenue, soon to be supplemented and fortified with a goods and
services tax. If they want to finance projects they cannot fund with their own resources, including
the central devolutions that are their due, they have the freedom to tap the bond market. The states
cannot expect the Centre to borrow money and pass it on to them without asking questions about
how the money would be spent and later monitoring compliance with stated intent. The best way
to end such central intrusion into federal autonomy is to end central Plan assistance out of borrowed
funds. Non-borrowed resources will be devolved through the Finance Commission, in any case.

Once the commission divests itself of the function of allocating Plan funds across states and
schemes and subsequent monitoring, it can focus on creating long-term policies for different
sectors of the economy and drawing up alternative frameworks in which these policies find
coherence. The task of constantly suggesting updates for regulatory frameworks for different
sectors can also be performed by the agency. Let it become a think tank, and stop being an ATM
for the states.



6. Planning Commission: Now, finance panel may allocate funds
SMITA GUPTAPUJA MEHRA, THE HINDU: 09.12.2014

Over Rs. 3 lakh cr. was allotted to States by plan panel for various schemes

In the aftermath of the scrapping of the Planning Commission, the Modi government is mulling
whether the role of allocating plan funds across States can be given to the Finance Commission. It
would like the new body that will replace the Plan panel to be a ‘think-tank in the era of
liberalisation’ that could possibly be merged with the National Development Council (NDC), said
a government source.

The NDC is the highest development policy planning body, comprising the Prime Minister, Union
Cabinet Ministers, State Chief Ministers and State Finance Ministers.

The Modi government scrapped the Plan panel on August 13 through a Cabinet decision. Till then,
the Centre had transferred to States in excess of Rs. 3,00,000 crore, or 2.5 per cent of GDP,
annually through the panel. The mechanism for the transfers was two-fold. States received funds
for Centrally Sponsored Schemes. They also received Central Assistance for their plans.

Each State’s share was arrived at following discussions between the Planning Commission,
Finance Ministry and the State Government in the case of Central Assistance.

For Centrally Sponsored Schemes, the individual State shares were determined through
discussions between the Planning Commission, States and Union Ministries such as Health and
Rural Development.

The Modi government is also considering reducing the total number of Centrally Sponsored
Schemes to 10 from the current 60 plus. The Centre may not prescribe in detail how States should
spend the funds it allocates to them. There could be some broad categories such as health and
education, indicated Telangana Chief Minister K. Chandrasekhar Rao.

The Finance Commission is a Constitutional body that is appointed once every five years to
recommend a formula for devolving the Centre’s tax revenues to States. The Centre transfers about
2 per cent of GDP to States from its tax revenue.

For the Finance Commission to determine and allocate development funds to States, it will have
to be a permanent body. For this the Modi government would have to amend the Constitution, said
a former Planning Commission member.



7. Unanswered questions

The Hindu: 09.12.2014

The key takeaway from the meeting that Prime Minister Narendra Modi had with State Chief
Ministers to discuss the contours of the new body that will replace the Planning Commission was
this: that power and planning should be decentralised and States should be empowered to plan,
design and manage schemes based on what fits them best. This is a point on which consensus
appeared to have emerged even as the Chief Ministers diverged along party lines over whether the
existing body should be revamped or be replaced with a new one. The decision to offer a greater
say to States in planning and managing schemes seems to have been born from Mr. Modi’s own
experience as Gujarat Chief Minister when he made presentations to the Plan panel and felt the
need for a better platform to articulate the views of his State. In line with this consensus, Chief
Ministers would be included in the body on a rotational basis to give it a federal character. Mr.
Modi’s remark on ‘bottom to top’ planning is a comment on how New Delhi cannot tailor the
development plans of States as each State has unique needs and problems. A second point that
appeared to have gained recognition was that expertise and knowledge resided as much outside
the government, if not more so, and that these needed to be tapped by roping in the private sector
into the new body.

There is, however, not much clarity on the traditional role of the Planning Commission, including
its job of sitting in on expenditure committee meetings. Will it mean the end of the planning
process itself? If not, who will formulate and monitor the annual and five year plans as the
Commission was doing? Sunday’s meeting also failed to tackle the issue of who will allocate and
transfer funds from the Centre to the States for Centrally-sponsored and Plan schemes, with
Finance Minister Arun Jaitley stating that further consultations would be held on this issue. The
Planning Commission has also been a veritable think-tank producing studies and policy reports
that different Ministries relied upon in their decision-making. The body was staffed largely by
academics and bureaucrats at the top, and an attempt to enlist expertise from the business sector
did not go very far. If the new body has to be a public-private think-tank, as the Prime Minister
seems to want it to be, it should have the ability to attract top-drawer talent and also network with
research bodies and universities in India and abroad. Interestingly, unlike the existing Planning
Commission, the new body is likely to have a statutory role, giving greater weight to its functions
and powers. At this stage, many unanswered questions remain, and a great deal more of conceptual
thought needs to go into the making of the new body that is to come into being by the end of
January.



8. Power and responsibility

The Business Line: 09.12.2014

Winding up the Planning Commission must accompany empowering the States with greater
financial autonomy

Although a majority of State chief ministers have supported Prime Minister Narendra Modi’s bid
to wind up the Planning Commission, a consensus has failed to emerge. Partisan politics was
responsible for this to some extent, but there was a core issue between the Centre and the States
that remained unaddressed — resource allocation. The objections raised were not so much about
the need for planningper se, but rather to do with the largely unilateral setting of priorities,
and more importantly, the allocation of resources towards achieving the set goals. There is little
quarrel with the broad goals of the planning process itself — of creating physical infrastructure
and improving human and social development indicators. The germane issue is about the
micromanagement of the decision-making process, where questions of what, how much, by when
and where such capacity is created, is decided at the central level. This clearly flies in the face of
the federal structure envisaged in the Constitution, and reduces both the States and the central
ministries to mere implementers.

Clearly, such Soviet-style centralised planning and resource allocation is irrelevant in a liberalised
market economy, where private investment is the key driver and States compete with each other
to attract such investments. Besides, half a century of ‘planned development’ has not been effective
in ironing out developmental inequalities, and it stands to reason that different States will have
different needs and priorities at any given point of time. So, while a Bihar might feel that
creating powergeneration capacity and building connectivity might be its top priorities, a
developed City-State like Delhi might want to focus on building better social infrastructure. A one-
size-fits-all approach is simply unworkable, something Finance Minister Arun Jaitley himself
acknowledged after the meeting. It is, therefore, no surprise that most State chief ministers want
the powers of the Planning Commission to be transferred to the Inter-States Council.

That this has not already happened is because States want not just responsibility, but power as
well. While what share States get of central revenue receipts has been decided by the Finance
Commission, the actual allocation was largely controlled by the Planning Commission, with the
resources channelled through the Union Budget, which is under the control of the Centre. Past
governments have been reluctant to let go of this power, which is one of the reasons why the Union
Budget occupies the larger than life space that it does in the Indian economy. The need of the hour
is to work out a reasonable and workable compromise. After all, the government at the Centre is
elected on the basis of its vision for the country it presents to the electorate, and it is only reasonable
that it has both the policy-making as well as the financial muscle to deliver on that vision. At the
same time, the Centre also needs to remember that governments at the State level are also elected
and needs to walk the talk on an empowered federal structure.



9. Talking commission

The Tribune: 09.12.2014

Chief ministers divided on party lines

Nothing substantive emerged from Sunday’s Centre-state meeting on the Planning Commission's
future. Such large all-party meetings rarely achieve anything. Government-Opposition
confrontation, which does not let Parliament function, surfaces almost at every joint forum. Only
mature politicians capable of rising above party politics and thinking of larger national interest can
deliver results. There was, however, a consensus that the present arrangement was unsatisfactory.
States needed a greater say in development. The "one-size-fits-all" approach found few takers.
Prime Minister Modi quoted Dr Manmohan Singh to convince the Congress of the need for change.
The BJP and its allies advocated a new entity, while the Congress chief ministers favoured a
restructuring of the Planning Commission. Anand Sharma reflected the mood in the Congress

when he called Modi a “master of repackaging and renaming”.

The Planning Commission was set up by Jawaharlal Nehru through an executive fiat in March
1950 in pursuit of the Soviet model of development in which Five Year Plans played a major role.
In such a command-and-control economy the focus was on building the public sector. The
Planning Commission helped states formulate and fund their annual plans. The economic reforms,
initiated in the 1990s, have pushed the country into a market-led economy in which Central
planning has become irrelevant. As Gujarat Chief Minister, Modi acutely felt financial and
administrative constraints imposed by the Centre. After becoming PM, he has been pushing for
cooperative federalism and hopes the alternative to the Planning Commission, which he calls

“Team India”, would reflect that and give a greater role to states in economic growth.

It is realised that India being a vast and varied country needs different approaches to development.
The needs of agricultural states are different from those of the coastal states. Some states have a
potential for tourism, while others wish to focus on IT and exports, and still others may be suitable
for developing manufacturing. Any new entity or restructured Planning Commission will have to
focus on how best to develop India, how to pool available resources, provide and upgrade skills,
build infrastructure, avoid duplication of facilities and achieve sustainable growth.



10. State to state
The Indian Express: 09.12.2014

On the sidelines of his high-profile meeting with state chief ministers on Sunday to discuss the
restructuring of the Planning Commission, Prime Minister Narendra Modi hosted an “agenda-less”
retreat. Here, six chief ministers, cutting across party lines, were invited to make presentations on
their successful development programmes. While the process to chisel and sculpt the new plan
panel is now formally underway, the retreat has pointed to another project that must also be taken
forward — the enlarging and deepening of inter-state sharing and exchange. Increasingly, states
are becoming the primary locale of development schemes, initiatives, and models. Overall, they
spend 40 per cent more than the Union government, and three, five and six times as much on rural
infrastructure, education and healthcare, respectively. While states’ spending has been growing at
17 per cent a year for the last four fiscals, the Centre’s has been increasing by only 8 per cent. In
this context, a regular and institutionalised inter-state idea exchange could be said to be long
overdue.

As a party, the BJP was quick to see the benefits of such exchange between chief ministers of BJP-
ruled states, encouraging, for instance, the sharing of best practices between them at at its national
executive meetings. Elsewhere, too, beneath the radar, inter-state learning has, hearteningly, been
an ongoing process, in many cases defying political cleavages. Bihar’s ambitious Right to Public
Services Act, 2011, drew heavily from Madhya Pradesh’s Public Services Guarantee Act, 2010.
Rajasthan’s service-delivery guarantee borrowed from the Bihar bill. The Centre has also taken
inspiration from the states — Tamil Nadu’s mid-day meal scheme, launched in 1982, was picked
up by the Union government. Maharashtra’s employment guarantee scheme, 1977, preceded and
contributed to the MGNREGA. Lessons can also be learnt from the fact that different states have
shown different degrees of success in the implementation of Central schemes. Tamil Nadu stands
out for its administration of the MGNREGA and Jharkhand has made significant headway in
improving health indicators by its implementation of the National Rural Health Mission. On
Sunday, while Karnataka Chief Minister Siddaramaiah reportedly spoke of the application of
technology in governance (the “Bangalore One” citizen-services portal is hugely successful),
Odisha Chief Minister Naveen Patnaik dwelt on his experiences with disaster management.

The process that was begun at the Sunday retreat in the capital must spread out beyond it. It could
find a formal forum, perhaps, in the National Development Council or the Inter-State Council —
though that would mean reviving these sleepy institutions first. Or it could be hosted by the
revamped plan panel. Giving inter-state exchanges momentum and regularity would be the best
way to lend meaning to the Modi government’s slogan of “cooperative federalism”.



11. Customarily petty
The Statesman: 09.12.2014

Still unable to stomach their electoral drubbing, at a meeting called by the Prime Minister to
deliberate re-working the Planning Commission, the Congress’ chief ministers went to the extent
of opposing a move that had actually been advocated by Manmohan Singh. However, it must be
noted that the objection was shriller outside the conference room than within ~ which indicates
“instructions”. The attendance was impressive, all chief ministers ~ except, understandably, the
two in the midst of assembly elections and Mamata Banerjee priding herself in being in a minority
of one. The Prime Minister set a positive tone by emphasising that making the Commission’s
replacement more relevant to contemporary demands had been suggested by his predecessor, a
parliamentary committee had also examined the issue: “Dr Singh, who had been associated for a
long time with the Planning Commission, had noted the body has no futuristic vision in the post-
reform period and that it would have to reinvent itself to remain more effective and relevant in the
present situation” Mr Modi recalled. That acknowledgement was a far cry from the stridency he
had adopted when junking the Commission in its present form had been a highlight of his maiden
Red Fort address. His call for integrated teamwork and having the states take a lead in
development-planning appears to have generally gone down well, the Congress CMs excepted.
Would it be reading too much between the lines to conclude that six months at the helm have
persuaded Mr Modi to adopt as less-confrontationist posture when

wearing his prime ministerial hat and restrict his combative forte to the electoral dais? That
the BJP was restrained when reacting to the

Congress’ criticism would suggest a maturity that has eluded 24 Akbar Road whenever it
has been relegated to the Opposition benches in Parliament.

Having noted the thinking of his predecessor, Mr Modi would do well to also recall Manmohan
Singh’s pet-phrase about “the proof of the pudding...”. For the proverbial devil would lie in the
detail of implementation of any measures in the offing. Various concerns were expressed by chief
ministers, particularly those of “special category” states, and much will depend on how the revamp
process is progressed.

There is merit in the suggestion that the Prime Minister have separate meetings with groups of
chief ministers rather than all in unison, for there can be no one-size-fits-all approach to balanced
development: a strategy that can

be adopted for a range of other issues too. Yetin the long run doing so would amount to the states
assuming greater responsibilities ~ and New Delhi relinquishing some of its clout.

Would the latter gel with Mr Modi’s alleged authoritarianism?



12. No room for opacity here

The Hindustan Times: 09.12.2014

The role and powers of the new body that will replace the Planning
Commission should be clearly defined

For decades the Planning Commission served as India’s main policy laboratory. The
commission would more often be called upon to write the first draft of prospective policies before
these paced through ministries. It also had a significant influence over states’ annual plans as also
the gross budgetary support (GBS) — a key metric that measures funds allocated for various
welfare schemes, among others. In all likelihood, this is set to change. Prime Minister Narendra
Modi had announced that the government would replace the Commission, founded in 1950, with
a new body.

For the first eight plans the emphasis was on a growing public sector with public investments
in basic and heavy industries. In recent years, however, the commission had come under scrutiny,
with many experts questioning the body’s role in a market-economy in which private enterprises
are the primary growth engines. The need for a change in role was raised by the commission itself
in 1992.

For obvious reasons, the group of states led by the BJP is in favour of a new body while the
Congress-led states have questioned the need to pull the curtains down on the commission. Politics
aside, there, however, are a few unanswered questions. For instance, what will happen to the
National Development Council, which was set up in 1952 and has a special place in India’s federal
polity and Centre-State development matters? Will the plan panel’s successor be a policy-making
body? Will it also be called upon to play the role of an arbitrator or a go-between in instances of
inter-state disputes such as riverlinking and water sharing? What kind of autonomy will it enjoy?
Also, ideally any such body should be headed by a technocrat with a distinguished career in public
life, who should be able to get things moving on sticky issues. The role and powers of the new
body need to be clearly defined. Otherwise it carries the risk of drifting away into a similar state
of anachronism like its earlier avatar.
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13. Dainik Bhaskar: 09.12.2014
AT UFshAT § IEeTTd hl Uget
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Commerce Ministry launches new

will offer information
on trade pacts to
exporters, importers
in one place

OUR BUREAL
Niew e, Oeeemtver §
To ensure better utilisation of
Free Trade Agreements (FTAs),
the Commerce Ministry has
launched a trade portal provid-
ing exporters with information
on preferential tariffs and rules
of origin in such markets.
The ‘India Trade Portal’ will al-
so have other information of im-
e to exporters such as
technical barriers faced by trade
in different markets.

Feedback sought

“Exporters should make best use
of the portal, give continuous
feedback for further improve-
ment and additional details that
they may need,” said Nirmala

ey

“ — e

Trade thrustCommerce and Industry Minister Nirmala Sitharaman with

Commerce Secretary Rajeev Kherand Additional Secretary |5 Deepak at
the unveiling of the trade portal in New Delhi, on Monday e

Sitharaman, Commerce & In-
dustry Minister, inaugurating
the portal on Monday.

India has signed a number of
FTAs with various countries and
regional blocs over the last few
years, but exporters have not
been able to utilise them well
because of lack of knowledge
about what the agreements of-

fered. The Indian Trade Portal
will make available important
data for use of exporters and
importers at one place, in a us-
er [riendly manner and this will
contribute to ease of doing
business for trade and industry,
an officlal release said. h
The portal has been devel-
oped by the Federation of Indi-

portal to give exporters infoon FTAs

b L 1
L)

an Export sations (FIEO)
and will also be maintained by
it

Important FTAs signed by In-
dia include ones with Japan,
south Korea, the 10-member
Asean and 5ri Lanka.

The country is also negotial-
ing pacts with Australia, New
Zealand, the EU and the Region-
al Comprehensive FEconomic
Partnership (RCEP) with 16
countries  including major
Asian economies such as China,

According to FIEQ, the portal
will also facilitate the Indian in-
dustry’s integration into the re-
gional value chain.

“We can look for duty free im-
port of semifinished goods
from such partner countries,
converting them into value add-
ed finished products with skills
and wage advantage at home,
for exports to any partner coun-
try with duty free benefit on
imports therein,” FIEO said in
its release, j
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‘New Bill to cover
aggregators

SURAJEET DAS GUPTA
Hew Delhi, B December

The proposed Road Transport

under Section 74 of the Motor
Vehicles Act, which specifies
fleet size, verification and qual-
ification of drivers and the
condition of the vehicle, among
others. However, experts say
companies such as Uber use a
loophole, They offer a platform
‘which independent
own asingle

‘Sectlon 162 in the pro-
Jposed Bill deals with such

entities. It says an appropri-
ate agency authorised by the
National Transport Authority
or the State Transport
Authority may require an
aggregator to furnish Infor-
mation relating to matters in
their possession or control.

structure of fares for those
journeys and the distance cov-
ered by the vehicles used by
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7 RS Panel Set to Give All-Clear to I-Bill

Most MPs ready to give assent; 49% foreign investment cap to be composite

New Delhi: The long-awaited in-
surance Bill, which will raise the
overseas investment limit in the
sector to 49% from 26%, looks set
to become law before the year is
unwuhnmm'ltymthnpml
mentary select

mmhtuhuﬂmﬁmmnw
nal the Insurance Laws
-‘.Ammnnm amember told

ET. confirming the development
“Mostly, all par-
_— tiesare on board
Membersof  We do not expect
the panel more than four

toldtosubmit  mit theirdissent,”
mmhmmnm- dissentnotes the committee
“mmuﬂwmw g ol
the &,
the — will bolster ment on this limit

mmmﬁm being

reform credentials.
TM*M Mitra-headed

attractive for insurers as it opens
up the options when it comes o
raisingcapital orexiting. The gov-
ernment plans to stick to the pro-
posed formulation of capping to-

. tal forelgn investment at 49%, a

senior government source said.
Along with the goods & services
tax (GST), this is one of the reform
measures most closely watched by
international investors and, if
passed, will be read as an affirma-
tionof the Narendra Modi govern-
ment’s resolve to speed up eco-
nomic liberalisation.
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‘Govt to amend green laws to'

reduce emlssmn J avadekar

DECEMBIRS.

IN LIMA to attend the high-
level ministerial segment of
the annual climate change
conference, Environment
Minister Prakash Javadekar
on Monday said the govern-
ment will soon amend a num-
ber of green laws that will
yield “climate co-benefits”
and put India on a low-emis-
sion growth pathway.

Though the details of the
proposed amendments are
still being fleshed out,
Javadekar said some of the
law changes suggested by the
TSR Subramanian commit-
tee, which recently submitted
its report, could be a good
starting point.

The committee, consti-
tuted to study six environ-
mental laws and propose
amendments for better im-
plementation, had recom-
mended an Environmental
Laws Management Act
(ELMA). But that proposal
does not have a climate ob-
jective. The committee ac-
knowledged that the pro-
posed law is concerned
“primarily with management
of applications for (project)
clearances”. But, it said at a
later point that laws on air
and water pollution should
get subsumed in the ELMA.

“The suggestions of the
Subramanian committee can
be the starting point but we
will have to include more pro-
visions so that climate objec-
tives are also achieved. But
we intend to introduce these
amendments in the budget
session,” Javadekar said.

Prakash Javadekar presents Narendra Modi's book on
Climate Change to US delegates in Lima, Monday.

“These amendmenis would
ensure a package of laws that
will have tremendous climate
co-benefits,” he added.

Meanwhile, Javadekar
held a bilateral meeting with
Todd Stern, the lead negotia-
tor for the US, Sunday mom-
ing. The twosides are learnt to
have discussed the con-
tentious issues in defining the
Intended Nationally-Deter-
mined Contributions (IN-
DCs), which will become the
basis for the climate agree-
ment expected to be finalised
in Paris next year.

India and the US have
some commoen positions on
the INDCs, Both are against
an ex-ante review of ‘contri-
butions' announced by coun-
tries to assess whether the ag-
gregate of ‘contributions’
from all countries is in line
with the global objective of
keeping the planet's tempera-
ture from rising above 2 de-
gree Celsius from a 1850
baseline. Both agree that such
a review will negate the ‘na-
tionally-determined’ charac-
ter of the INDCs,

But there are strong dif-
ferences on a number of is-
sues. India has been strongly
arguing in favour of maintain-

ing a distinction between de-
veloped and developing
countries in the INDCs ac-
cording to the principle of
Common But Differentiated
Responsibilities enshrined in
the UN Framework Conven-
tion on Climate Change un-
der which the negotiations
are taking place. US is not in
favour of any such differenti-
ation.

During the talks on Sun-
day, India is learnt to have
sought US support for the in-
clusion of adaptation meas-
ures in the INDCs. India has
been maintaining that ‘con-
tributions’ cannot only mean
mitigation actions and that
adaptation measures, espe-
cially by developing coun-
tries, should also be counted
as ‘contributions’ in fighting
climate change. The US does
not want a mitigation-centric
effort to be diluted.

The two countries are
also learnt to have discussed
bilateral efforts in dealing
with the adverse effects of cli-
mate change.

On Monday, Javadekar is
meeting the Chinese delega-
tion after which a meeting of
representatives of SAARC
countries is planned.
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s Bill to repeal
obsolete laws |

gets LS nod

EXPRESS NEWS SERVICE
NEW DELHI, DECEMBER &

DESPITE opposition by Con-
gressand CPM, the Lok Sabha
Monday passed abill to repeal |

90 obsolete laws with a voice-
vote.

The Repealing and
Amending (Second) Bill, 2014,
is aimed at doing away with en-

actments that have ceased to |

be in force or have become ob-
solete, and at correcting for-
mal defects in laws,

Leading the charge, for-
mer Law Minister M Veer-
appa Moily said instead of
rushing through the Bill could
have referred to the Standing
Committee. “This could be
taken up together with the re-
port of the Standing Commit-
tee on those 35 enactments
passed in the Monsoon Ses-
sion,” he added.

Warning against undue
haste in passing this Bill, Moily
said: “It is very risky. Some-
times, the law may be blind, but
members cannot be blind. 1
think we need to make a seri-
ous exercise on a matter like
ﬂ:hmmulwcdumtregm.fot
any mistake tomormow.”

“There may be certain la-
cunae and discrepancies if we
are going to pass this Bill in a
haste. Through this even the
Constitution can be changed,”
CPM's A Sampath said_ “1 may
be permitted to express my dis-
agreement because asamem-
ber of that Standing Commit-
tee, I have to uphold the
dignity of the House.”

Replying to the discussion,
Law Minister Sadanand
Gowda said, “As far as this Bill
is concerned, there are no prin-
cipal Bills, only the amending
Bills are taken into considera-
tion. Hence, if there were any
principal Acts, then what was
suggested about referring this
Bill to the Standing Commit-
tee, it would have had some
value. But here, there is no
principal Act. It is said by the
Law Commission that these
are obsolete and redundant

% gndﬁ.shmldbeukcn away.”
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Putin’s visit may help
iron out creases in
Indo-Russian def ties

Rajat.Pandit@timesgroup.com

MNew Delhi: Russia romains extrami-
Iy miffed with India for selecting
French Rafale fighters and American
Apache attack helicopters over its
products but maintains that its re-
cently inked military ecooperation
pact with Pakistan will not be “detri-
mental” to Indian security interests.

India, of course, is angry with
Bussia’s move tolift an informal arms
embargoand directly supply Mi-35at-
tack helicopters to Pakistan. “Russia
is obwiously getting back at us for in-
creasingly turning to the US, France,
Israel and others for weapon supplies.
But we cannot put all our eggs in one
basket,” a defence official said.

Russian president Vladimir Pu-
tin's visit here on December 10 is ex-
pected to ease some heartburn be-
tween the two staunch allies,

Russian ambassador Alexander
M Kadakin told reporters on Mon-
day that the agreement with Pakis-
tan did not envisage arms transfers
to Islamabad in the immediate fu.
ture. Dubbing India as his country's
“closest friend and strategic part-
ner”, hesaid Moscow's growing rela-
tionship with Islamabad will not be
at New Delhi’s expense,

But the irritants are there for all
tosee. Russia, for instance, says Ingdl-
an MiG fighters will only stop crash-
ing when India stops buying “coun-
terfeit (spare) parts” from Israel,
Bulgaria and others, Even hefore
IAF has completed its court of inqui-
ry into the Sukhoi-30MEI's crash
near Pune on October 14, Russia has
blamed “pilot error” for it.

IAF chief Air Chief Marshal
Arup Raha had initially stated that
“antomatic firing of ejection seats™
could have led to the mishap. On Mon-
day an IAF officer said, “All technical
issues to do with the seat ejection are
still under examination.”™

Kadakin had earlier questioned

NOT FIGHTING FIT

The MIG Story [UIERN R0
Hussi_un_ MiG-21s in 1963 after US rebuff

» Inducted over 1,200 MiG-21s,
MIG-23s, MIG-255, MiG-275 & MIG-295

» Navy inducting 45 MiG-29Ks

chipin $55 billon each forit
» |AF slated to induct jets from
2024-2025 onwards. India has asked
Russia to compress timeframe

» Total cost for India will be

25 billion for 127 single-seat fighters

India’s declsion to go in for French
Jets for the yet-to-be-inked $20 billion
MMRCA (medium multi-role com-
bat alreraft) project, holding the Ra-
fales could be “swatted like mosgui-
toes on an August night” by the
Russian-origin Sukhoi-27s being in-
ducted by China. On Monday, he com-
pared the Rafales to “beautifolly-
clad lady dragonflies” that can easily
be sguashed by Russian fighters.
Amid all this wrangling, both In-
dia and Russia are keen to seal the
fifth-generation fighter aircraft
(FGFA) project, the biggest ever de-
fence programme between the two,
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“No provision for CST compensation to
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States in additional expenses proposals

Government seeks Parliament nod
to spend 312,529 crore more

OUR BUREAL
e D, Decemilser &
states and public secror oil
marketing companies may
not get their dues this fiscal as
the Finance Ministry has not
made any provision for com-
pensation for out
Central Sales Tax and domes-
tic LPG direct benefit transfer.
The first Supplementary De-
mands for Grants tabled in
Parliament on Monday is si-
lent on the two issues, Howey-
er, the Ministry has promised
that compensation will be
as o

States in the current fiscal.
In the first batch of Supple-

mmbemndihlﬁm g

the Government sought
¥12,529.48 crore more to meet
the expenditure on fertiliser
subsidy and subscription to
international bodies.

GST Issue
Compensation to States is cru-

enue and expenditure trend
in the next couple of months
before seeking approval of
Parliament for the payout,” a
senior Finance Ministry offi-
cial told BusinessLine. He indi-
cated that provision for the
first instalment of ¥12,000-
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Current account deficit widens to
$10.1 billion in second quarter

Special Correspondent

MUMBAL: India's current ac-
eount deficit (CAD) increased
to §10.1 billion (2.1 per cent of
GDP) in the second quarter of
this fiscal from $7.8 billion
(1.7 per cent of GDF) in the
preceding quarter and $5.2
billion (1.2 per cent of GDP)
in the same quarter of
2013-14.

“The increase in CAD was
primarily on account of high-
er trade deficit, contributed
by a deceleration in export
growth and increase in im-
ports,” said the Reserve Bank
of India (RBI) in a press re-
lease on Monday,

Recently, the RBI officials
have stated that they are
comfortable with the current
level of CAD,

On balanee of payments,
(Bol*) basis, merchandise ex-
port growth decelerated to
4.9 per cent in the second
guarter from 11.9 per cent in
same quarter in the previous
vear. However, merchandise
imports increased by 8.1 per
cent as against a decline of 4.8
per cent “largely due to a
sharp rise in gold imports.”
Net l!rh't:.ﬂl receipts im-
proved by 3.4 per cent “on
pick-up telecommunication,
computer and information
services from their level a
year ago,”

§ The net outflow on account
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account of higher trade deficit, contributed
by a deceleration in export growth and

increase in imports.

of primary income (profit, di-
vidend and interest),
amounting to $6.9 billion in
the second quarter, was high-
er than the corresponding
quarter of 2013-14 ($ 6.3 bil-
lion) as well as the preceding
quarter ($6.7 billion).

The HRBI said net flows
through foreign direct invest-
ment were stable; however,
portfolio investment record-

~ed inflows of $9.8 billion as

against an outflow of $6.6 bil-
lion in the second quarter of
2013-14.

‘Loans” (net) availed of by
deposit-taking corporations
(commercial banks) wit-
nessed an outflow of $4.6 bil-
lion in the second quarter of
2014-15 owing to higher re-
payments of overseas bor-
rowings and a build-up of
their overseas foreign curren-
cy assels.

Net inflows of NRI deposits
at $4.1 billion were lower in
the second guarter than $8.2
billion in the second guarter
of 2013-14.

On a BoP basis, there was a

net aceretion of $6.9 billion to
India’s foreign exchange re-
serves in the second quarter
of 2014-15 as against o draw-
down of $10.4 billion in the
second quarter of 2013-14,

Trade deficit

The RBI sald that with a
relatively higher growth in
merchandise exports and
marginal rise in merchandise
imports, the trade deficit nar-
rowed to $73.2 billion during
the guarter under reference
from $83.8 billion in first half
of 2013-14.

“Lower trade deficit cou-
pled with a marginal rise in
net services receipts moder-
ated CAD to $17.9 billion in
the first half of 2014-15 (1.9
per cent of GDP) from $26.9
billion in the first halfl of
2013-14 (31 per cent of
GDP).”

Net inflows under the cap-
ital and financial account (ex-
cluding change in foreign
exchange reserves) ‘rose to
$38 5billion in the first half of
2014-15 from $15.8 billion in
the first half of 2013-14.

Lower CAD and rise in
flows under financial account
resulted in an accretion to In-
dia’s foreign exchange re-
serve to the lune of $18.1
billien in the first half of
2014-15 as against a draw-
down of £10.7 billion in the
first half of 2013-14. P
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‘Give us achance: Modi to Kashmir

u Invokes Vajpayee,
promises to usher
in development
Srinagar, Dec8

ELLING people of Kashmir
Tth.lt hewanted to share their

pain and anguish, Prime
Minlster Narendra Modi on Mon-

day sought "one chance” for BJF to
ruleand asked voterstoridthe state

of Congress and "two dynasties® of

National Conference and PDP.

“What have you seen in Kashmir
in the last 30 years? Either it was
Congress government or father-
gon (National Conference) govern-
ment or father-daughter (PDF) gov-
ernment. You have seen all three
typesof government.

"For themselves, they got every-

thingbutdidnothingforyou Getrid
of all threeof them for onceand give
me ome chance to serve you. [ will
make your dreams my own. 1 will
put my entire government at your
gervice,” the Prime Minister said.

He said corruption had de-
stroyed Jammu and Kashmir.

“Enough isenough .. corruption
has destroyed Jammu and Kash-
mir. Terrorism has ended but cor-
ruption has not. The biggest chal-
lenge we face is to end corruption.
Unless corruption ends, the com-
mon man in Kashmir cannot
progress,” he said.

In his3d-minutespeech, Modiin-
voked Atal Bihari Vajpayee's con-
cepts of communal harmony, hu-
manity and democracy tosharethe
painof Kashmiris and promised to
take the state to new heights of de-
velopment.

"Peaple of Kashmir have given
me a lot of trust and love. I will re-
pay this loveand trust withinterest
in the form of development. I can

die for this love and trust showered
onme,” he said in his first election
meeting in the Valley, that avoided
any mention of controversial is-
sues like abrogation of Article370.
Wearing a traditional Kashmiri
Pheran’, Modi sought to strike a
chord with the people saying,'1, as
Pradhan Sevak, have come toshare
your pain and anguish. Your sor-
row is my sorrow, your pain is my

mmeuimsmNMmmmmhmpmwwmmmammﬁmmmmﬂw

pain, yourproblem tsmy problem. 1
havenot come to take anything,
"People In the army and police
have died so have the innocent
vouths. Their loss is irreparable
and no one can compensate for it
butsharing can reduce the pain.”
Invoking Vajpayee's famous 2003
speech at the same venue, Modi
said,"Vajpayee made a good begin-
ning, T have come to carry this for-

ward. It ismy duty tocarry forward
and fulfil his dreams of Insaniyat,
Kashmirivat and Jamhooriyat
(democracy) which are the three
pillars that can turn around Kash-
mir in the 21st century on the path
of development " Earlier speaking
in Samba in Jammu region, Modi
said a finger pressed on an EVM is
more powerful than the one on an
AKATtriggen PTT
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‘Modi plays development
card inJ-K, mum on Art 370

ARUN JosHi

TEIEUFNE KEWS SIHVICE

SRINAGAR, DECEMBER §
Prime Minister Narendra
Modi on Monday embarked
on a journey to befriend
Eashmir and end the politi-
cal hostility that exists
between the BJP and Kash-
mir at his first ever election
rally here. The PM sought
to share the pain of the “loss
of sons of Kashmir", prom-
ised justice and pledged to
scale new heights of devel-
opment i in the "most beauti-

#&The youth in Kashmir
were tired of the welght
of the AK-47 and wanted
to shed it for Android that
has empowered them
Narendra Modi,

al strokes at the two venues.
In Jammu, Modi decried
its neglect, hailed its patriot-
ic people and focused on the
pride and prestige of the
region. In Srinagar, his tone
and tenor was purely Valley-
centric — Kashmiris have

mﬂemdalutmdnwﬂsay

needed to be steered out of
their distress. That, he said,
would come by the way of
Justice that he would deliver
if the BJP is voted to power,

Modi brought the message
of friendship to Kashmir by
wearing a “pheran” (a loose
Kashmir) and credited him-
self with making the Army
admit to its mistake in the
November 3 killing of two

* wouths in Budgam.

“This is for the first time in
30 years that the Army has
admitted to a mistake and a
case has been registered.  am
here to provide you justice
and I need your cooperation”,
said the Prime Minister, He
went on to say “Kashmir has
lost its sons. The blood of
every son is very valuable and
here I am o share your pain
mﬂmtgmah.
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Vaikos MDMK snaps ties with
NDA h1ts out at M0d1 govt

Tha NDA's TN alynm Medi-Rajapaksa
bonhomie, sanskritisation of education and
msimmmmwm
uhmmmmm

the PM for wishing Sri
Lankan President Mahinda
Rajapaksa’s victory in the
elections. “The BJP has
been acting against Tamils.
Modi wished Mahinda

- Rajapaksa for the elections.

(there). The Modi govern-
ment is silent on Subraman-
ian Swamy's proposal for
Bharat Ratna for Rajapak-
sa,"” the resolution stated.

The MDMK  further
claimed that it had stressed
during the alliance formation
that India should not support
Sri Lanka, which all BJP
leaders had then accepted.

Criticising the BJPs efforts
on “sanzkritisation of educa-
tion”, the MDMEK also
termed the release of five
fishermen who were saved
from death sentence follow-
ing pardon granted by
Rajapaksa a “drama” and
accused the Centre of not
solving the fishermen issue,
The party alleged that the
Modi government had given
permission for review of the
Mullaiperiyar Dam water
level and “betrayed” the
people of Tamil Nadu and
also not acted in favour of
people of Tamil Nadu in the
Cauvery water issue.
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MDMK snaps
ties with
Modi-led NDA

Chennal: Charglag Prime
Minister Narendfa Modi-led
BJP gover nment with betray-
ing Tamil people by working
with Sri Lankan government
and pushing its Hindutva
agenda in Tamil Nadu, Vaiko-
led MDMK on Monday quit
the NDA.

MDMEK's decision comes
days before BJP president
Amit Shah is scheduled to vis-
it the state on a two-day trip
aimed at strengthening the
party. Addressing media, Vai-
ko showered prajses on the .
Vajpayeeled NDA  govern-
ment remarking, “Modi's BJP
povernment is different from
Vajpayee's BJP government, ™

MDMK's decision also
comes at a time when BJP
men had called for the ouster
of Vaiko's party in the wake
of his eriticiam of Modi and
his government, “We are ve-
ry happy toquit the NDA, But
we have no regret to join the
alliance, We took the decision
to join NDA hoping they
would work for the interests
of Tamils. But they betrayed
us,” Vaikosaid. en
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New PlanCom might alter focus,
structure of Centre's schemes

Schemes are proposed to become an amalgam of pnurltles laid down by states

SANJEEB MUKHERIEE
Mews Delhi, B December

; he new body to replace
T the five-decade-old
Planning Commission
is expected to be structurally
different from the existing
one. It could bring about a
fundamental change in the
manner central government
schemes are devised and
implemented in India.
© Ifthe presentation made by
the Commission to the chief
ministers is followed in letter
and spirit, central sector and
sponsored schemes will no
longer be the domain of cen-
tral ministries alone. Instead,
these would be an amalgam of
priorities laid down by state
governments, which, in turn,
would also have the powers to
tinker with the schemes
according to thelr local needs,
‘Whether or not this would sig-
nal death of central schemes
remains to be seen.

Simply put, a Grameen
Sadak Yojana or a rural drink-
ing water programme, for
instance, might either get
scrapped or reformed, if state
governments unanimously
say such a focus is no longer
requined.

So far, central schemes
were primarily designed by
the Planning Commission in
consultation with line min-
istries and in keeping with the
priorities of the ruling party
of the time. So, a National

Arun Jaitley (right) at a meeting on the Planning Commission's
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‘How schemes will be conceptualised and implemented
hhmﬂmﬂubimmw
Planning Commission Secretary Sindhushree Khullar:

*® Overall scheme priorities may be agreed by
consensus in a meeting between the Prime Minister
and Council of chief ministers

= Based on the agreed priorities, a basket of schemes
- may be finalised in consultation with the ministries -

* States may decide to seek assistance under selected
schemes that are relevant to their strengths,

potential and needs

* In partnership with the ministries concerned,
scheme design to be tailored to the state's
requirement to achieve the agreed outcomes

Rural Em Guarantee
Scheme (NREGS), for
instance, came to reflect the
priorities of the Congress-led
government at the Centre
then, irrespective of whether
or not all states benefited
from It.

If the proposed changes

are implemented, it will be the
state governments Uhat will
decide if the current model of
NREGS is uniformly suitable
for all states.

Problems between the
Centre and states over Central
schemes, first identified in
1998, got further entrenched

into the system over subse-

~ quent yvears. It was felt trans-
. ferring funds to state treasur-
« -les for implementing central

schemes was not vielding the

+ desired result, as the treasur-

fes were in a mess in most
states and the transferred
funds more often met only the
salary needs.

Around 10 years ago, a
mechanism was devised for
Central schemes through
which funds from the central
government flowed directly to

administration, bypassing
state treasuries. After state
governments repeatedly
raised concerns over this, it
was decided at one of the
Mational Development
Council meetings that funds
allocated for central schemes
would be transferred to state
treasuries, The plan finally got
implemented in the interim
Budget for the current finan-
cial year.

Another set of problems in
Central schemes arose with
states complaining the
schemes were too rigid and
their priorities were not in
tune with the needs of the
state concerned, and reflect-
ed only the vision of the cen-
tral government. For instance,
Gujarat complained it had
built adequate number of
rural roads, so the funds allo-
cated to it under the Gram
Sadak Yojana was of no use it;

instead, it required funds for
drinking water projects.

However, because of the
rigid nature of central
schemes, funds allocated for
rural roads were not allowed
to be spent on drinking water.
Also, there was little opera-
tional flexibility within the
schemes, which states resis-
ted. “If we take the example
of the Gram Sadak Yojana, it
says funds will be allocated if
roads of certain width are
built. Now, states in the
MNortheast have always com-
plained this has little rele-
vance for them as they cannot
build wide roads because of
the terrain,” a senior official
said.

Former member-secretary
of the Planning Commission,
Sudha Pillai, said the mecha-
nism for consultation with the
states has been grossly
Inadequate.

“The Planning
Commission also remained a
central government organisa-
tion. This will change for the

ence or absence of a healthy
resource base, This aspect has
to be factored in while dis-
cussing a differentiated
approach. The new body
should stmcmnlnr be able to
do so0,” she told Business
Smndard

For full reparts, visit

www business-standard com
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State to state

Sunday’s retreat pointed the way to making the
slogan of ‘cooperative federalism’ more meaningful

N THE sidelines of his
high-profile meeting with
state chief ministers on
Sunday to discuss the restructuring
of the Planning Commission, Prime

were invited to make presentations
on their successful development
programmes. While the process to
chisel and sculpt the new plan panel
is now formally underway, the re-
treat has pointed to another project
that must also be taken forward —
the enlarging and deepening of inter-
state sharing and exchange. Increas-
ingly, states are becoming the pri-
mary locale of development
schemes, initiatives, and models.
Overall, they spend 40 per cent more
than the Union government, and
three, five and six times as much on
rural infrastructure, education and
healthcare, respectively. While
states’ spending has been growing
at 17 per cent a vear for the last four
fiscals, the Centre’s has been in-
creasing by only 8 per cent. In this
context, a regular and institution-
alised inter-state idea exchange
could be said to be long overdue.
As a party, the BJP was quick to
see the benefits of such exchange be-
tween chief ministers of BJP-ruled
states, forinstance, the
sharing of best practices between
them at at its national executive
meetings. Elsewhere, too, beneath
the radar, inter-state learning has,
hearteningly, been an ongoing
process, in many cases defying po-
litical cleavages. Bihar's ambitious
Right to Public Services Act, 2011,

drew heavily from Madhya
Pradesh's Public Services Guaran-
tee Act, 2010. Rajasthan's service-
delivery guarantee borrowed from
the Bihar bill. The Centre has also
taken inspiration from the states —
Tamil Nadu's mid-day meal scheme,
launched in 1982, was picked up by
the Union government. Maharash-
tra's employment guarantee scheme,
1977, preceded and contributed to
the MGNREGA. Lessons can also
be learnt from the fact that different
states have shown different degrees
of success in the implementation of
Central schemes. Tamil Nadu stands
out for its administration of the
MGNREGA and Jharkhand has
made significant headway in improv-
ing health indicators by its imple-
mentation of the National Rural
Health Mission. On Sunday, while
Karnataka Chief Minister Siddara-
maiah reportedty spoke of the appli-
cation of technology in governance
{the “Bangalore One” citizen-sery-
ices portal is hugely successful),
(disha Chief Minister Naveen Pat-
naik dwelt on his experiences with
disaster management.

The process that was begun at the
Sunday retreat in the capital must
spread out beyond it. It could find a
formal forum, perhaps, in the Na-
tional Development Council or the
Inter-State Council — though that
would mean reviving these sleepy
institutions first. Or it could be
hosted by the revamped plan panel,
Giving inter-state exchanges mo-
mentum and regularity would be
the best way to lend meaning to the
Modi government's slogan of “co-
operative federalism™.

-
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REPLACING THE PLANNING COMMISSION

Now, finance panel may allocate funds

Over Rs 3 lakh cr was allotted to States by plan panel for various schemes

Smita Gupta & Puja Mehra

NEW DELHI: In the aftermath of
the scrapping of the Planning
Commission, the Modi Gov-
ernment is mulling whether
the role of allocating plan
funds across States can be
given to the Finance Com-
mission. It would like the new
body that will replace the
Planning Commission to be o
‘think-tank in the era of liber-
alisation’ that could possibly
be merged with the National
Development Council (NDC),
said a Government source.

The NDC is the highest de-
velopment policy planning
body, comprising the Prime
Minister, Union Cabinet
Ministers, State Chief Minis-
ters and State Finance
Ministers.

The Modi Government

scrapped the Planning Com-
mission on August 13 through

(w 1:Y (e 3 » Finance Commission, |
a Constitutional body, about 2 per cent of

| = Centre transfers

will have to be GDP from its tax
made a permanent | revenue to States
body by amending the | for Centrally Spon-
Constitution | sored Schemes

» Modi Government may reduce the total umber
of schemes to 10 from the current 60-plus

a Cabinet decision. Till then,
the Centre had transferred to
States in  excess
3,00,000 crore, or 2.5 per
cent of GDP, annually
through the Planning Com-
mission. The mechanism for
the transfers was two-fold.
States received funds for
Centrally Sponsored
Schemes, They also received
Central Assistance for their
plans. Each State's share was
arrived at following discus-
sions between the Planning
Commissgion, Finance Minis-

of Rs  ance

| try and the State Government
‘in the cueﬂf Central Assist-

Fl:rr Centrally Sponsored
Schemes, the individual State
shares were determined
through discussions between
the Planning Commission,
States and Union Ministries
such as Health and Rural
Development.

The Modi Government is
also considering reducing the
total number of Centrally
Sponsored Schemes to 10
from the eurrent 60 plus. The

].,maf.

Centre may not prescribe in
detail how States should
spend the funds it allocates to
them. There could be some
broad categories such as
health and education, indi-
eated Telangana Chief Minis-
ter K Chandrasekhar Rao.
The Finance Commission
is a Constitutional body that
is appointed once every five
years to recommend a formu-
la for devolving the Centre's
tax revenues to States. The
Centre transfers about 2 per
cent of GDP to States from its
tax revenoe, For the Finance
Commission to determine
and  allocate  development
funds to States, it will have to
be a permanent body. For this
the Modi Government could
have to amend the Constitu-
tion, said a former Planning
Commission member.
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Power and responsibility
Winding up the thningtuwla &

accompany empowering the States with greater

financial autonomy

Ithough a majority of State chief minis-

ters have supported Prime Minister Na-

rendra Modi's bid to wind up the Plan-

ning Commission, a CONSENsUS has
failed to emerge. Partisan politics was responsible
for this to some extent, but there was a core issue
between the Centre and the States that remained
unaddressed — resource allocation. The objec-
tions raised were not so much about the need for.
planning perse, but rather to do with the largely
unilateral serting of priorities, and more impor-
tantly, the allocation of resources towards achiev-
ing the set goals. There is little quarrel with the
broad goals of the planning process itself — of cre-
ating physical infrastructure and improving hu-
man and social development indicators. The ger-
mane issue is about the micromanagement of the
decision-making process, where questions of
what, how much, by when and where such capac-
ity is created, is decided at the central level. This
clearly flies in the face of the federal structure en-
visaged in the Constitution, and reduces both the
states and the central ministries to mere
implementers.

Clearly, such Soviet-style centralised planning
and resource allocation is irrelevant in a liberal-
ised market economy, where private investment is
the key driver and States compete with each other
to attract such investments. Besides, half a centu-
ry of ‘planned development’ has not been effec-
tive in ironing out developmental inequalities,
and it stands to reason that different States will
have different needs and priorities at any given
point of time. S0, while a Bihar might feel that cre-
ating power generation capacity and building
connectivity might be its top priorities, a devel-
oped City-State like Delhi might want to focus on
building better social infrastructure. A one-size-
fits-all approach is simply unworkable, some-

Date 9 \l?f)“-f-’
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thing Finance Minister Arun Jaitley himself ac-
knowledged after the meeting. It is, therefore, no
surprise that most State chief ministers want the
powers of the planning Commission to be trans-
ferred to the Inter-States Council.
* That this has not already happened is because
States want not just responsibility, but r as
wu'ILWhilehatshlreSumsgl:tuf | reve-
nue receipts has been decided by the Finance
Commission, the actual allocation was largely
controlled by the Planning Commission, with the
resources channelled through the Union Budget,
which is under the control of the Centre. Past gov-
ernments have been reluctant to let go of this
pmuﬁl:h is one of the reasons why the Union
mdgumpitsﬂ:hrgerﬂunlife space that it
does in the Indian economy. The need of the hour
is toworkout 2 reasonahle and workable compro-
mise. After all, the government at the Centre is
clected on the basis of its vision for the country it
presents to the electorate, and it is only reasona-
ble that it has both the policy-making as well as
the financial muscle to deliver on that vision. At
the same time, the Centre also needs to remember
that governments at the State level are also elect-
ed and needs to walk the talk on an em:
federal structure,
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How to Revamp the
Planning Commission

Let the Centre stop borrowing for the states

The Planning Commission itself has been working on
changing with the times, for some time. It has been prun-
ing and merging centrally-sponsored schemes, focusing
on scenario building and incentive funds for good eco-
nomic conduct, such as in the power sector, rather than
on sectoral allocations. But all this has not fundamental-
ly changed the nature of the commission as an overlord
of central funds whom the states resent but mustheed if
theyv want those funds. The way to radically overhaul the
Planning Commission is for central funds to devolve to
the states almost entirely through the Finance Commis-
sionmechanism, instead of half the funds going through
the Planning Commission as of now

In the kind of federal autonomy that the states seem to
desire, there is no room for the Centre to borrow just for
lending on to the states. The states have their areas of
constitutionally given responsibility and sources of rev-
enue, soon to be supplemented and fortified with a goods
and services tax. If they want tofinan-
ce projects they cannot fund with the-
ir own resources, including the centr-
al devolutions that are their due, they
have the freedom to tap the bond mar-
ket. The states cannot expect the Cen-
tre to borrow money and pass it on to
them without asking questions about
how the money would be spent and later monitoring
compliance with stated intent. The best way to end such
central intrusion into federal autonomy is toend central
Plan assistance out of borrowed funds, Non-borrowed
resources will bedevolved through the Finance Comimis-
sion, in any case.

Once the commission divests itself of the function of
allocating Plan funds across states and schemes and sub-
sequent monitoring, it can focus on creating long-term
policies for different sectors of the economy and draw-
ing up alternative frameworks in which these policies
find coherence. The task of constantly suggesting updat-
es for regulatory frameworks for different sectors can al-
sobeperformed by theagency Let it becomeathink tank,
and stop being an ATM for the states.
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Unanswered
- questions

= he key takeaway from the meeting that Prime

Ministers to discuss the contours of the new
sion was this: that power and planning should be decen-
tralised and States should be empowered to plan, design
and manage schemes based on what fits them st. This

is a point on which consensus appeared to have

emerged even as the Chief Ministers diverged along
party lines over whether the existing body should be
revamped or be replaced with a new one. The detision
to offer a greater say to States in planningand managing
schemes seems to have been born from Mr. Modi's own
experience as Gujarat Chief Minister when he made
presentations to the Plan panel and felt the need for a
betlu‘plathmtnutim!nhthevimufhhﬁhl:.ln
line with this consensus, Chief Ministers would be in-
cluded in the body on a rotational basis to give it a
federal character. Mr. Modi's remark on ‘bottom to top’
planning is a comment on how New Delhi cannot tailor
the development plans of States as each State
unique needs and problems. A second point that
peared to have gained recognition was that
and knowledge resided as much outside the >
ment, if not more so, and that these needed to be tapped
hy roping in the private sector into the new body. &

There is, however, not much clarity on the traditional
role of the Planning Commission, including its job of
sitting in on expehditure committee meetings. Will
mean the end of the plannipg process itself? If not, «
will formulate mdmrmmﬁmm vear
plmut.yg;:_:pmmdn_lqnmdulw Sunday’s meeti
:laufaihdtntac_kllﬂwliruqlwhnim'ﬂhumand
transfer funds from the Centre to the States for Cen-
trally-sponsored and Plan schemes, with Finance Min-
ister Arun Jaitley st ing that further ‘consultations
would be held on this issue. The Planning Commission
has also been a veritable think-tank producing studies
and policy reports that different Ministries relied upon
in their decision-making. The body was staffed largely
by academics and bureaucrats at the top, and an at-
tempt to enlist expertise from the husiness sector did
not go very far. 1f the new body has to be a public-private
think-tank, as the Prime Minister seems towant it to be,
it should have the ability to attract top-drawer talent
and also network with research bodies and universities
in India and abroad. Interestingly, unlike the existing
Planning Ct ission, the new body is likely to have a
statutory role, giving greater weight to its functions and
powers. At this stage, many unanswered questions re-
main, and a great deal more of conceptual thought
‘needs to go into the making of the new body that is to
‘come into being by the end of January.
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