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T wo institutions that play a key role in
influencing the scope of budgetary

spending by the Union Government and
State Governments are Planning
Commission and Finance Commission.
The Indian Constitution provides for the
necessary institutional framework, finan-
cial and functional division of responsibil-
ities between the Centre and the states,
and a defined mechanism for intergov-
ernmental transfer to address the existing
vertical and horizontal imbalances.
(Vertical imbalances refer to the mis-
match between the revenue-raising
capacity and expenditure needs of the
Centre and the States. Horizontal fiscal
imbalances exist on account of the
inability of some States to provide com-
parable services due to inadequate
capacity to raise funds. To address these
imbalances, the Finance Commissions
have been given a constitutional man-
date to decide on (i) the proportion of tax
revenue to be shared with the States and
(ii) the principles which should govern the
grants-in-aid to States.)
There are three main channels that gov-
ern the fiscal transfers from Centre to
state. First, the Finance Commission
determines the state’s share in Central
taxes and grants out of the Consolidated
Fund of India. Second, the Planning
Commission makes recommendations on
the magnitude of grants and loans to be
provided to the states for financing their
expenditure on the targeted interventions
for socio-economic development. Third,
Central Sector schemes and Centrally
Sponsored Schemes (CSSs) are

designed by various Central government
ministries in consultation with the
Planning Commission, in which, the
Centre’s funds are transferred to the
states implementing the schemes.
Finance Commission
Articles 270, 273, 275 and 280 of the
Constitution of India provide for the for-
mation of a Finance Commission (at the
interval of every five years) to recom-
mend to the President certain measures
relating to the distribution of financial
resources between the Centre and the
States. Hence, the President appoints (at
the interval of every five years) a Finance
Commission comprising five members,
including the Chairman, following certain
Constitutional guidelines (about the qual-
ifications/experience of the people to be
appointed as members). The First
Finance Commission was constituted in
1951, which had submitted its report in
1953 (Refer to table 1 for list of Finance
Commissions in India).
Recently, the 14th Finance Commission
has been constituted. The recommenda-
tions of this Finance Commission would
be implemented by the Centre during
2015-16 to 2019-20. 
The most important recommendations
made by the Finance Commission are
those relating to: the distribution of the
tax revenue mobilized under the Central
tax system between the Centre and the
states; the allocation of the respective
shares of such tax revenue among the
different states; and the principles which
should govern the grants-in-aid for the
states to be provided out of the
Consolidated Fund of India.

Planning Commission
The Planning Commission is not men-
tioned in the Constitution of India. It was
set up as an advisory and specialised
institution by a Resolution of the
Government of India in March 1950. The
Planning Commission has the responsi-
bility of making assessment of all
resources of the country, augmenting
deficient resources, formulating Plans
for the most effective and balanced uti-
lization of resources and determining
priorities.
The Prime Minister of the country is the
Chairman of the Planning Commission.
The Deputy Chairman and the full time
members of the Commission, as a com-
posite body, provide advice and guid-
ance to the different subject Divisions (in
the Planning Commission) for the formu-
lation of Five Year Plans and Annual
Plans, both at the national level as also
for            different States.
The Planning Commission is supposed
to work under the overall guidance of the
National Development Council. The
working of the Planning Commission led
to the setting up of the National
Development Council (NDC) in 1952, as
an adjunct to the Planning Commission,
to associate the states in the formulation
of the Plans. Since mid-1967, all mem-
bers of the Union cabinet, Chief
Ministers of States, the Administrators of
the Union Territories and members of
Planning Commission have been mem-
bers of the NDC. The role of the NDC in
determining the Plan priorities is critical
as it integrates the views and expecta-

tions of the State Governments.
The most important suggestions made
by the Planning Commission are those
relating to: the magnitude of funds
to be given from Union Budget to differ-
ent States and Union Territories as
‘Central Assistance for State and
UT Plans’, and the magnitude of funds
to be given to Central Government
Ministries/Departments for Plan expendi-
ture on the Central Sector Schemes.
The Planning Commission makes an
assessment of the availability of own
resources with a State Government and
its capacity to utilize Plan funds before
finalizing the size of the State Plan. Once
the size of the State Plan is decided, the
Planning Commission recommends the
Centre to provide some financial assis-
tance to the State for its State Plan, which
is also formula-based.
Both the institutions, i.e. Finance
Commission and Planning Commission,
play equally vital roles in terms of devolv-
ing funds and working towards reducing
regional imbalances in the country. While
the Finance Commission is constituted
periodically and works for a couple of
years (before it submits its Report),
Planning Commission ensures that con-
tinuous appraisal and adjustments that
are essential in the dynamic process of
planning for a country as diverse as
India is taken care of.
(The author works with Centre for
Budget and Governance Accountability
(CBGA), a New Delhi based policy
research and advocacy organisation. 
E-mail : happy@cbgaindia.org)
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S kill development has become the
buzzword in Northeast India. Effort

is now on to make huge manpower
available in Northeast India into a
employable force.Taking step in this
direction, Government of Assam and
Pearson recently announced a joint ini-
tiative to provide vocational skills train-
ing for young people in schools in
Assam.This public-private partnership
will serve as a platform for the introduc-
tion of the National Vocational Education
Qualification Framework (NVEQF), a
ambitious national program to integrate
skills, training and qualifications in
schools.Under this initiative, Pearson
will set up vocational skills centers in 10
specially-selected government schools,
initially offering two training streams, in
retail and computer hardware and IT.
The design and implementation of the
program has seen close collaboration
between all stakeholders, from teachers,
academic administrators, students, and
trainers as well as officials from Assam.
The courses will be introduced for stu-
dents in standard IX in August 2012,
before moving into higher classes with a
wider portfolio. Assam Chief Minister,
observed: "I am proud to say that Assam
is leading the way in India in preparing
today's generation for tomorrow's world.
President, Pearson India, said: "We
believe that young people in Assam
deserve to be fully prepared for the chal-
lenges of an incredibly different and
dynamic world of work and our common
endeavor will be to achieve that objec-
tive."The program curriculum will be
designed and administered by two
Pearson operating companies: India can
and excel. The skills courses will be held
in fully and newly equipped classrooms
and learning labs presided over by train-
ers specially prepared for the program.
The curriculum encourages the use of

audio-visual aids, and includes lectures
by industry experts and visits to factories
to familiarize students with real working
situations. To ensure no disruption to the
formal school day, the skills training will
be held after school hours.
Government of India is now eyeing
Northeast India for the huge skilled man-
power requirement. Growing economy is
expected to open new vistas for the stu-
dents.Even banks is taking interest in
the skill development. Axis Bank has
inked a MOU with the Gauhati University
for offering a co-certification programme
in banking for MBA students of the
University. The Co-certification pro-
gramme includes a 40 hour module cov-
ering knowledge and skills, principles
and practices, legal, regulatory aspects
and current trends in banking.
Upon successful completion of the pro-
gramme and the selection process the
students will be absorbed by the Bank in
the Assistant Manager grade.
Associated Chambers of Commerce and
Industry of India (Assocham) has decid-
ed to set up 250 skill development cen-
tres and 10 clusters across Assam. This
skill development centres will take into
account 50 sectors which the chamber
will finalise with the government. The 10
cluster will cater to agro based and food
processing industries.Assam has done
skill mapping of different sectors of
industry.  The study report on the skill
gap analysis is done by Indian Institute
of Management (IIM) Shillong.
Around 14 million people are expected
to move out of Northeast between 2011
and 2021 in search of jobs elsewhere in
the country, according to National Skill
Development Council (NSDC), a public-
private partnership initiative of the
Centre to create 150 million skilled man-
power by 2022.

According to the study about 3, 75,
311persons from Northeast migrated to
other states in 2007-2008. Majority of the
migrants were from Assam, followed by
Sikkim and Tripura. The number of
migrants has increased since 2000.
According to NSDC's study on develop-
ment and employment generation poten-
tial of Northeast states, between 2011
and 2021 the region will have an increase
in jobs for only 2.6 million people. And
half of that demand will be in Assam
alone, which is about 1, 234, 357.NSDC
Managing Director and Chief Executive
Officer said that during 2011-2022 there
will be supply of 17 million people for the
jobs, an excess supply of 14 million job-
seekers. He said that this 14 million peo-
ple will potentially be available for migra-
tion out of the region. "If we focus on
increasing economic opportunity in
Northeast, the migration of potentially 14
million people will decline."He said that
potential sectors where people from
Northeast will be looking for jobs are
beauty and wellness, hospitality, IT, retail
and restaurants, music, sports, fashion
industry, flight attendants ground staff at
airports, nursing and elderly care. He fur-
ther explained," the region will generate
jobs for 2.6 million persons but would
have 16.8 million persons. So there is a
need for a twin approach for skill devel-
opment for both local employment and for
those who seek to migrate".
National Institute of Smart Governance
(NISG), Hyderabad has inked memoran-
dum of agreement (MoU) with IIM
Shillong for setting up centre of excel-
lence for e-governance projects. Both
IIM-Shillong and NISG will identify and
work for the e-governance project in
Northeast India. Again SAP India has
inked MoU with IIM Shillong to initiate
cloud based e-governance project in

Meghalaya. Centre for Development of
the North Eastern Region (CEDNER),
which is IIM Shillong's wing will partner
with SAP India in this project.  IIM
Shiilong will provide the advisory sup-
port.This project is a CSR initiative of the
SAP India where citizen charter including
details of citizens, village headman will
be available. This project will also enable
project monitoring including roads, wells
and maintenance of accounts.
Even National Stock Exchange (NSE)
and IIM-Shillong has decided to start a
two year full time Post Graduate
Programme in Financial Markets (PGP-
FM). In addition to the two year PG pro-
gramme, NSE and IIM Shillong will also
offer a number of advanced level certifi-
cations and Management Development
Programmes in financial markets. The
PGP-FM course will be a combination of
general management subjects and spe-
cialized subjects in financial markets
such as Financial Valuation and
Modeling, Equity Research, Technical
Analysis, Derivatives trading strategies
and financial engineering.Management
development programmes and certifica-
tion courses, to be offered jointly by NSE
and IIM Shillong in financial engineering,
risk management, capital markets, and
derivatives will help professionals to
sharpen their skills.
According to Union Rural Development
Minister,  Government of India pumps in
Rs 34, 000 crore annually to eight
Northeast states.  He said, "We need
economic growth across the length and
breadth of the country. There is need for
integration of economy of Northeast India
with ASEAN countries. These will open
new opportunities for the people of
Northeast India."   
(The author can be contacted at 
e:mail : ghy.friend@gmail.com )   
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