CHAPTER 3

THE PLAN

  ANNUAL PLAN  2004-05

The Annual Plan Outlay of 2004-05 amounts to Rs. 1,63,720.29 crore, comprising of Gross Budgetary Support (GBS) of Rs. 87,886.25 crore and Internal and Extra Budgetary Resources (IEBR) of Rs. 75,834.04 crore. A GBS of Rs.57,704.00  crore has been allocated as Central Assistance to State/ Union Territories. The GBS has been allocated between the Central Sector Plan and the Central Assistance to State Plans keeping in view the balance in the flow of Plan resources between the two.

BACKGROUND TO THE ANNUAL PLAN 2004-05

2.    Keeping in view the declining trend in the ratio of Gross Budgetary Support to GDP as also the ratio of public investment to GDP almost continuously during the last decade and particularly in the Ninth Plan period, it was emphasized at the outset of allocations for Annual Plan 2004-05 that necessary steps need to be taken to reverse these trends in keeping with our overall approach to economic policy and development planning. Further, it was highlighted that number of evaluation studies have revealed that plan outlays are not fully reflected in terms of physical achievements due to many possible reasons such as thin spread of scarce resources on account of proliferation of both Central and Centrally Sponsored Schemes with similar objectives within a sector and across sectors, inadequate monitoring of Plan expenditure and, more importantly, the general inefficiency and ineffectiveness in transforming scarce resources into desired outcomes. As trajectory of average GDP growth rate of 8% has been projected over the Tenth Plan period, serious steps have to be taken for mobilising additional resources for stepping up our investment rate and also address all these other concerns. The Plan has to be an instrument for setting new benchmarks for efficiency and effectiveness in implementing our development policies and programmes.

3.    The share of Central Assistance to States and UTs averaged over 43 per cent in the Annual Plans of the Ninth Five Year Plan, However, it declined to 41.08 per cent in the Annual Plan 2002-03 and to 40.36 per cent in the Annual Plan 2003-04. The share of Central Assistance to States and UTs further declined to 39.63 percent in the Annual Plan 2004-05. Though, it would be desirable to raise this share to the Ninth Plan average of over 43 per cent, it has not been possible to do so on account of additional resource commitments and policy announcements in respect of schemes/ programs in the Central Sector. The allocation of Central Sector in 2004-05 has increased by 21.80 per cent over of Annual Plan 2003-04.

4.   While finalizing the Tenth Five Year Plan proposals an emphasis was laid to prioritise all Plan programmes/ schemes/projects with a view to use the available resources in the most judicious and economically efficient manner. This emphasis was further reiterated while preparing the Annual Plan proposals for 2004-2005, and Central Ministries / Departments and States / UT’s were suggested to make an attempt to outline the “Core Plan” highlighting the basic sectoral priorities and the minimum programme for public action required in different sectors. Implicit in this is the idea that critical programmes in each sector should not suffer for lack of allocation over the Plan period and should be completed as planned so that the projected benefits from their implementation could be fully realised.

5.  It was also emphasized that as far as possible, only such Central sector and Centrally Sponsored Schemes/Programme/Projects should be included in the Plan which have been approved for the Plan period / for which the necessary investment decisions have already been taken by the designated body or proposals which are in public interest and cannot be delayed without significant implications for the economy and for which at least the preliminary feasibility study has already been carried out. 

6.   The need to have a realistic assessment of resources was emphasized so that the proposal formulated for the Annual Plan 2004-05, are credible and the exercise itself is meaningful. The internal resources and the functioning of public sector undertakings and departmental undertakings such as the Electricity Boards, Transport Corporations and Irrigation Departments have been a matter of concern and deliberated extensively in the Commission.  There has to be a concerted effort to enhance the internal accruals of such undertakings so that they do not constitute a drain on the budgetary resources of the government, and on the contrary they should be in a position to make a positive contribution to the government’s efforts at mobilising resources for the Plan. It has also been observed that in some cases the gap between the approved Plan outlay and the revised/actual Plan outlay is largely on account of the failure of the PSUs to mobilise the agreed quantum of internal and extra budgetary resources for the Plan. This has to be examined closely and such Ministries/Departments that have Public Sector Undertakings under them, need to bridge the said gap.

7.    In order to improve the efficiency and impact of the Government programs, a detailed exercise to converge, weed out and transfer the Central and Centrally Sponsored Schemes has been undertaken. In pursuance of the announcements made in the Union Budget 2001-02, all on-going schemes were subjected to zero-based budgeting in the Planning Commission. As a result of these exercises, there has been a significant reduction in the number of schemes being implemented by the Central Ministries/ Departments. The results are being reflected in the allocations that are being made to the Central Sector Plan and to the Central Assistance to State/UT Plans.

8.    As per the Prime Minister’s initiative for the North-Eastern region, all Central Ministries/Departments were requested to earmark at least 10 per cent of the Budget for the North-East (except those specifically exempted). It was also requested that a scheme-wise break up of this allocation may also be indicated for the Annual Plan 2004-05.

9.     The need to encourage public-private partnership in promoting infrastructure was emphasized in order to leverage public funds, improve quality of service delivery and to ensure better value for money.    The PPP could be effectively used in the delivery of social services like health care, primary education, provision of quality transportation facilities in the form of roads, railroads, ports and airports and safe drinking water and sanitation.  What is required is a change in the paradigm of the public sector to ‘providing’ public goods and services without necessarily” producing” them itself.  

10.
In pursuance of recommendations of a High-Powered Committee for improving administrative efficiency by using IT, all Central Ministries / Departments were requested to make a provision of 2-3% of their Plan / Budget for programmes / schemes relating to IT application.  

HIGHLIGHTS OF  PLAN ALLOCATIONS  FOR ANNUAL PLAN  2004-05

11.
The budget allocations of the Ministries / Departments in 2004-05 have been made keeping in view the commitments and policy announcements of the Government in the corresponding sectors as well as the objective of achieving the fiscal targets.  Accordingly, substantial allocations have been made in infrastructure sectors like Railways, Power, Atomic Energy, Road Transport & Highways, Shipping and the social sectors including Education, Health, Drinking Water Supply and Family Welfare, etc. 

12.
The GBS allocation for the Department of Agriculture and Cooperation, Department of Agriculture Research and Education and Department of Animal Husbandry and Dairying have been enhanced by Rs. 483 crore, Rs. 225 crore and Rs. 200 crore respectively mainly to meet the requirements of Horticulture, Krishi Vigyan Kendras (KVKs), Fisheries and livestock health and disease control.

13.
For the Department of Elementary Education and Literacy, the GBS has been raised by Rs. 1100 crore mainly to meet the requirements of funds for Sarva Shiksha Abhiyan and Mid-day Meal especially for extending the scheme to upper primary level.

14.
Considering the fact that R&D activities enhance the multiplier for developmental activities, Science & Technology sector has been given a major step-up while finalizing the Plan allocations.  Thus, the Budget Support of the Department of Atomic Energy has been increased to Rs. 3512.00 crore, an increase of 25.43% over 2003-04 BE.  The aim is to give impetus to setting up of second campus of BARC and a High Energy Medical Cyclotron for meeting the requirements of cyclotron produced isotopes damage studies, radiochemistry studies etc. under Atomic Energy (R&D Sector).   The Budget Support for the Department of Bio-Technology has been increased by Rs. 50.00 crore for strengthening of biotechnology R&D especially for vaccines and drug development and bio informatics by the Department of Biotechnology.  The Budget Support for the Department of Space has been enhanced to Rs. 2400.00 crore, an increase of 17.07% over BE 2003-04.  This is mainly for activities in the areas of Space Sciences relating to Indian Lunar Mission – Chandrayan-1, Development of Geo-Synchronous Launch Vehicle (GSLV) Mark-III capable of launching 4-tonne INSAT satellite, Radar Imaging Satellite for development of all weather – day and night imaging capability for various agricultural and disaster applications, Fabrication and launch of INSAT-4 series satellite, OCEANSAT-2 and ASTOSAT – a dedicated and state of art Indian multi-wavelength astronomy satellite.  The Budget Support of the Department of Scientific and Industrial Research has been increased by 25 per cent over 2003-04 BE for strengthening of R&D programmes and infrastructure at the National Laboratories of CSIR and New Millennium Indian Technology Leadership Initiative (NMITLI) programme.  

15.
The GBS for the Department of Information Technology has been enhanced by Rs. 280 crore over the BE 2003-04 mainly to meet the requirements of funds for E-Governance and Media Lab Asia.  

16.
The Plan Outlays for the Department of Commerce has been enhanced by Rs. 202 crore.  The step-up given is for implementing two major schemes, i.e., Market Access Initiatives and ASIDE. 

17.
For the Ministry of Statistics and Programme Implementation, an enhanced GBS of about Rs. 67 crore over BE 2003-04 has been provided mainly to cover the costs of carrying out the 5th Economic Census.

18.
The allocation of GBS for the Ministry of Tourism and Ministry of Culture has been raised by Rs. 175 crore and Rs. 150 crore respectively over BE 2003-04.  The increased GBS, inter alia, provides for proposed launching of three national missions viz., National Mission on Intangible Heritage, National Mission on Monuments and National Mission on Antiquities . The BE for Annual Plan 2004-05 for Centre, by Heads of Development, is summarized in Table 2.1. and shown in Fig-(1).

Table 3.1

Budget  Estimates of Annual Plan 2004-05 for Centre
(Rs. crore)
	Sl.

No.
	Head of Development
	           Budget 

Support
	IEBR
	Outlay

	1
	Agriculture & Allied Activities
	4573.18
	69.56
	4642.74

	2
	Rural Development
	6991.80
	0.00
	6991.80

	3
	Irrigation & Flood Control
	457.80
	0.00
	  457.80

	4
	Energy
	5667.94
	41120.27
	        46788.21

	5
	Industry & Minerals
	3949.93
	4399.48
	8349.41

	6
	Transport
	16018.18
	13905.12
	        29923.30

	7
	Communications
	365.04
	11365.00
	        11730.04

	8
	Science, Technology & Environment
	5643.50
	0.00
	5643.50

	9
	General Economic Services
	9978.81
	3.50
	9982.31

	10
	Social Services
	33015.17
	4971.11
	        37986.28

	11
	General Services
	451.90
	0.00
	451.90

	12
	Special Area Programmes
	0.00
	0.00
	    0.00

	TOTAL
	87113.25
	75834.04
	     162947.29


       Note:  Figures for States and UTs are not available yet.

19.
Rs.10,000 crore of GBS has been provided for operationalising the objectives of the National Common Minimum Programme (NCMP).  Accordingly a meeting of the Full Planning Commission under the Chairmanship of the Prime Minister was held on 9th September, 2004 to discuss, inter alia, the allocation of the Gross Budgetary Support of Rs. 10,000 crore. After deliberations, the Full Planning Commission approved the allocations of a total of Rs.12,000 crore proposed for the Central Ministries/Departments and Central Assistance to Plans of States/UTs which was subsequently  raised in the form of supplementary expenditure demands of respective Ministries / Departments.  

REVIEW OF ANNUAL PLAN   2003-04

20.
In the Revised Estimates (RE), Central Sector outlay for the Annual Plan 2003-04  revised to Rs.  141765.80 crore, a decrease of 4.14 Per cent over the Budget Estimates (BE) of  Rs.   147892.61 crore.  This has been mainly due to reduced IEBR of the Central Public Sector Undertakings (CPSUs) by 9 Per cent.  According to the BE of the 2003-04 Annual Plan, nearly,  51.21 per cent of the Central  Sector Outlay was to be funded through IEBR by the CPSUs and the remaining Rs. 72151.60 crore was to be met from GBS.   The RE for Annual Plan  2003-04 for Centre, States/UTs,  by heads of development, is summarized in Table-2.2   and shown in Fig-(2).

Table 3.2

     Revised Estimates of Annual Plan 2003-04 for Centre, States & Union Territories 

( Rs. crore)
	Sl. 
No. 
	Head of Development
	Centre
	States 
& UTs
	     Total

	
	
	
	
	

	
	
	Budget Support
	IEBR
	  Outlay
	
	

	
	
	
	
	
	
	

	1
	Agriculture & Allied Activities
	3568.38
	102.43
	3670.81
	5765.54
	9436.35

	2
	Rural Development
	11528.14
	0.00
	11528.14
	10120.83
	21648.97

	3
	Irrigation & Flood Control
	275.24
	0.00
	275.24
	15541.90
	15817.14

	4
	Energy
	4383.53
	37856.90
	42240.43
	15685.60
	57926.03

	5
	Industry & Minerals
	2890.38
	2858.59
	5748.97
	1949.48
	7698.45

	6
	Transport
	14906.61
	11062.88
	25969.49
	12175.42
	38144.91

	7
	Communications
	227.01
	12633.00
	12860.01
	15.86
	12875.87

	8
	Science, Technology & Environment
	4227.99
	0.00
	4227.99
	278.89
	4506.88

	9
	General Economic Services
	2026.65
	5.84
	2032.49
	2684.36
	4716.85

	10
	Social Services
	28412.78
	4399.41
	32812.19
	33697.58
	66509.77

	11
	General Services
	400.04
	0.00
	400.04
	1679.13
	2079.17

	12
	Special Area Programme
	0.00
	0.00
	0.00
	2189.61
	2189.61

	
	TOTAL
	72846.75
	68919.05
	141765.80
	101784.20
	243550.00


Fig (1)
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Fig-(2)
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