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Introduction  

The Planning Commission was set up by a Resolution of the Government of India 

in March 1950 in pursuance of declared objectives of the Government to promote 

a rapid rise in the standard of living of the people by efficient exploitation of the 

resources of the country, increasing production and offering opportunities to all 

for employment in the service of the community. The Planning Commission was 

charged with the responsibility of making assessment of all resources of the 

country, augmenting deficient resources, formulating plans for the most effective 

and balanced utilisation of resources and determining priorities. Jawaharlal Nehru 

was the first Chairman of the Planning Commission. 

                 The first Five-year Plan was launched in 1951 and two subsequent five-

year plans were formulated till 1965, when there was a break because of the 

Indo-Pakistan Conflict. Two successive years of drought, devaluation of the 

currency, a general rise in prices and erosion of resources disrupted the planning 

process and after three Annual Plans between 1966 and 1969, the fourth Five-

year plan was started in 1969. 

The Eighth Plan could not take off in 1990 due to the fast changing political 

situation at the Centre and the years 1990-91 and 1991-92 were treated as 

Annual Plans. The Eighth Plan was finally launched in 1992 after the initiation of 

structural adjustment policies. 

For the first eight Plans the emphasis was on a growing public sector with massive 

investments in basic and heavy industries, but since the launch of the Ninth Plan 

in 1997, the emphasis on the public sector has become less pronounced and the 

current thinking on planning in the country, in general, is that it should 

increasingly be of an indicative nature. 

The 1950 resolution setting up the Planning Commission outlined its functions as 
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 Make an assessment of the material, capital and human resources of the 

country, including technical personnel, and investigate the possibilities of 

augmenting such of these resources as are found to be deficient in relation 

to the nation’s requirement; 

 Formulate a Plan for the most effective and balanced utilisation of 

country's resources; 

 On a determination of priorities, define the stages in which the Plan should 

be carried out and propose the allocation of resources for the due 

completion of each stage; 

 Indicate the factors which are tending to retard economic development, 

and determine the conditions which, in view of the current social and 

political situation, should be established for the successful execution of the 

Plan; 

 Determine the nature of the machinery which will be necessary for securing 

the successful implementation of each stage of the Plan in all its aspects; 

 Appraise from time to time the progress achieved in the execution of each 

stage of the Plan and recommend the adjustments of policy and measures 

that such appraisal may show to be necessary; and 

 Make such interim or ancillary recommendations as appear to it to be 

appropriate either for facilitating the discharge of the duties assigned to it, 

or on a consideration of prevailing economic conditions, current policies, 

measures and development programmes or on an examination of such 

specific problems as may be referred to it for advice by Central or State 

Governments. 

Evolving Functions 

From a highly centralised planning system, the Indian economy is gradually 

moving towards indicative planning where Planning Commission concerns itself 

with the building of a long term strategic vision of the future and decide on 

priorities of nation. It works out sectoral targets and provides promotional 

stimulus to the economy to grow in the desired direction. 

           Planning Commission plays an integrative role in the development of a 

holistic approach to the policy formulation in critical areas of human and 

economic development. In the social sector, schemes which require coordination 

and synthesis like rural health, drinking water, rural energy needs, literacy and 

environment protection have yet to be subjected to coordinated policy 
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formulation. It has led to multiplicity of agencies. An integrated approach can lead 

to better results at much lower costs. 

The emphasis of the Commission is on maximizing the output by using our limited 

resources optimally. Instead of looking for mere increase in the plan outlays, the 

effort is to look for increases in the efficiency of utilization of the allocations being 

made. 

With the emergence of severe constraints on available budgetary resources, the 

resource allocation system between the States and Ministries of the Central 

Government is under strain. This requires the Planning Commission to play a 

mediatory and facilitating role, keeping in view the best interest of all concerned. 

It has to ensure smooth management of the change and help in creating a culture 

of high productivity and efficiency in the Government. 

          The key to efficient utilisation of resources lies in the creation of appropriate 

self-managed organisations at all levels. In this area, Planning Commission 

attempts to play a systems change role and provide consultancy within the 

Government for developing better systems. In order to spread the gains of 

experience more widely, Planning Commission  also plays an information 

dissemination role. 

                     Indian planning is an open process. Much of the controversy and the 

debates that accompany the preparation of the plans are public. The initial 

aggregate calculations and assumptions are either explicitly stated or readily 

deducible, and the makers of the plans are not only sensitive but responsive to 

criticism and suggestions from a wide variety of national and international 

sources. From original formulation through successive modifications to 

parliamentary presentation, plan making in India has evolved as a responsive 

democratic political process and the culmination of the same in the final 

document is an impressive manifestation of the workings of an open society. But 

by its very nature it also generates many problems from the point of view of 

mapping an optimal strategy for economic development. 

History of Planning in India & Origin of Five Year Plans: 

      Though the planned economic development in India began in 1951 with the 

inception of First Five Year Plan , theoretical efforts had begun much earlier , even 

prior to the independence. Setting up of National Planning Committee by Indian 

National Congress in 1938 , The Bombay Plan & Gandhian Plan in 1944, Peoples 
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Plan in 1945 (by post war reconstruction Committee of Indian Trade Union), 

Sarvodaya Plan in 1950 by Jaiprakash Narayan were steps in this direction. 

Five-Year Plans (FYPs) are centralized and integrated national economic programs. 

Joseph Stalin implemented the first FYP in the Soviet Union in the late 1920s. 

Most communist states and several capitalist countries subsequently have 

adopted them. China and India both continue to use FYPs, although China 

renamed its Eleventh FYP, from 2006 to 2010, a guideline (guihua), rather than a 

plan (jihua), to signify the central government’s more hands-off approach to 

development. 

After independence, India launched its First FYP in 1951, under socialist influence 

of first Prime Minister Jawaharlal Nehru. The process began with setting up of 

Planning Commission in March 1950 in pursuance of declared objectives of the 

Government to promote a rapid rise in the standard of living of the people by 

efficient exploitation of the resources of the country, increasing production and 

offering opportunities to all for employment in the service of the community. The 

Planning Commission was charged with the responsibility of making assessment 

of all resources of the country, augmenting deficient resources, formulating plans 

for the most effective and balanced utilisation of resources and determining 

priorities. 

The first Five-year Plan was launched in 1951 and two subsequent five-year plans 

were formulated till 1965, when there was a break because of the Indo-Pakistan 

Conflict. Two successive years of drought, devaluation of the currency, a general 

rise in prices and erosion of resources disrupted the planning process and after 

three Annual Plans between 1966 and 1969, the fourth Five-year plan was started 

in 1969. 

The Eighth Plan could not take off in 1990 due to the fast changing political 

situation at the Centre and the years 1990-91 and 1991-92 were treated as 

Annual Plans. The Eighth Plan was finally launched in 1992 after the initiation of 

structural adjustment policies. 

             For the first eight Plans the emphasis was on a growing public sector with 

massive investments in basic and heavy industries, but since the launch of the 

Ninth Plan in 1997, the emphasis on the public sector has become less 

pronounced and the current thinking on planning in the country, in general, is 

that it should increasingly be of an indicative nature. 
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