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Context 

 

Since the BJP-led NDA government came to power in 2014, it has actively pursued the cause of a free-market economy, starting with 

labour reforms, dilution of land acquisition safeguards, coal deregulation and insurance reforms. All these moves correspond to 

providing a better climate for the corporates. Advisors to the BJP-led NDA government are of the opinion that India is a market 

economy and that there is no place for planning in it. On eof the reputed media commented that, “The thought behind restructuring the 

Planning Commission was mainly to align the policy making process with the economic philosophy of the Modi government, which 

shuns central planning and welfarism.” (The Huffington Post, 2015)  

 

Immediate challenges of NITI Aayog 

 

 The system for sharing and using the financial resources for national development has been abruptly disrupted by the 

abolition of the Planning Commission which had a pivotal role in financing development.  

 The serious implications of this abolition of the Planning Commission have not been thought through. NITI Aayog has been 

created in a hurry. Even though so much time has passed since the appointment of this body, the functions are yet to be 

defined. 

 It is not known as to what will happen to large number of schemes across the country which are under implementation, or 

projects which are in the pipeline waiting for allocation of resources.  

 The hurried manner in which this issue has been handled indicates that the decision has been politicized and implemented in 

a pre mature manner with possible dire consequences for the country. It is not yet clear whether NITI Aayog will function as 

a repository of developmental knowledge and experience sharing for states. 

 

In general, a contradiction was seen between planning framework and role of the market. During initial years after Independence, 

Planning Commission provided a plan frame to allocate the low levels of savings to invest in much needed infrastructure and priority 

sectors to overcome severe infrastructure deficits and the lack of competitiveness of the economy.   

 

Justification given by NDA Government for NITI Aayog 

 

In the post the liberalising reforms, the planning exercise was perceived to be obstructive as fiscal constraints became more and more 

binding and political economy factors crowded out infrastructure spending with subsidies and transfers. The NITI Aayog aims to 

create an environment which is more responsive to this post liberalisation period. The centralised command over resource allocation 

and the developmental role of the states in a federal polity is also seen as a concern that NITI Aayog is expected to take care of. The 

criticisms that are given for planning commission are as follows, 

 

The Planning Commission was claimed to be riddled with various problems.  

 Many claimed that the Planning Commission did little to plan and implement public sector investments for infrastructure and 

its role in promoting public-private partnership was criticised at various levels.  

 The UPA II Government had called for redefining the role of the Planning Commission to suit changing realities and to have 

relevance for the market economy.  

 The Planning Commission has been criticised for causing distortions in public spending through centrally-sponsored schemes 

(CSS) with “one size fits all” design.  

 Often, the Planning Commission came up with discretionary transfers to states to meet non-plan revenue deficits negating the 

norms set by the Finance Commissions.  

 Through the Planning Commission, the Central Government was seen as intruding into the legislative domains of the state. It 

was claimed that the states and the private sector had to work in a constrained environment, and that the Planning 

Commission went against the spirit of federalism.  
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Given this background, the NITI Aayog has been constituted by the BJP-led NDA Government to serve as an institution to impart 

dynamism to the developmental process. Economic liberalisation has created a thriving private sector and NITI Aayog is supposed to 

assist in policymaking to enable these private entrepreneurs to realise their maximum potential, without causing unnecessary 

hindrances which the Planning Commission was criticized for. The NITI Aayog aims at evolving a shared vision of national 

development priorities, sectors and strategies with the active involvement of states in the light of national objectives. In this regard, it 

calls for greater de-centralisation of power and strengthening of the federal structure.  

 

The NITI Aayog will serve as ‘Think Tank’ of the Government - a directional and policy dynamo. The cabinet resolution lists 13 

different tasks to it which may be grouped under four major heads, namely: (i) fostering cooperative federalism by providing 

structured support to states on a continuous basis; (ii) formulation of a strategic vision and long-term policies and programme 

framework both for the macro-economy and for different sectors; (iii) acting as a knowledge and innovation hub and providing 

research inputs by undertaking and accessing globally available research; and (iv) providing a platform for interdepartmental 

coordination. NITI Aayog aims to emphasis on market economy as opposed to a planned one.  

 

Relevance of Planning in India  
 

 It is improper to see the Planning Commission as a relic of the “Soviet era”. Only a person unaware of and unconnected 

with the anti-colonial struggle can make such a claim. Planning Commission was a necessary legacy of the anti-colonial 

struggle. It is not surprising that “planning” came into effect not just in India but in a whole range of countries that were  

newly liberated from colonialism. Planning aimed to bring the country’s natural resources back under national control and the 

production pattern was to be altered from what had been dictated by the colonial division of labour. The benefits of all these 

measures were to accrue to the people at large by ensuring that wealth and income inequalities were kept in check. The point 

here is not whether planning actually achieved these objectives, the point is that this was the perception which informed 

planning and it was in keeping with the promise of the anti-colonial struggle (EPW, 2015).  

 Besides, the Indian Planning Commission was not engaged in Soviet style central planning. India’s planning system is 

distinct from that of the Soviet Union and China. Even in earlier years, when there was extensive government intervention, 

the actual controls were exercised by the Ministries concerned, and not by the Commission although the Commission 

participated in inter Ministerial forums.   

 The role of planning itself is highly relevant in determining the long-term path of the country and its economy. There 

is a need for establishing broad quantitative medium term targets for the economy in terms of growth, the sectoral 

composition of growth, growth of individual states, the likely impact on employment and poverty reduction, and also some 

key “inclusiveness targets” which can be quantified. These targets cannot be set independently by the Ministries. While the 

Finance Ministry is the right place for setting short term targets based on short term macroeconomic models, it is not the 

logical place to do detailed analysis of specific sectors. Abolition of planning will have a serious negative impact on the 

economy.  

 There is a need for planning in market economy. Market enthusiasts need to be reminded that even in a market economy 

there are several aspects that need to be “planned” either because they involve cooperation of different  layers of government, 

or because there are cross cutting issues involving different sectors. Examples of such issues are the development of the 

transport network comprising roads, railways, ports, airports, and inland water ways which must be planned together in a 

holistic manner so that they can be mutually supportive. The management of the energy economy is an example where there 

are several different forms of energy, each in the control of a different Ministry, and policy must take a holistic view.  (A 

New Planning Institution: Some Suggestions, 2015) The key to efficient utilisation of resources lies in the creation of 

appropriate self-managed organisations at all levels. In this area, the Planning Commission attempted provide consultancy 

within the government for developing better systems. (Rediff, 2004)  

 The Commission concentrated on maximising output by using limited resources well. Instead of looking for mere 

increase in plan outlays, the effort was to look for an increase in the efficiency of utilisation of the allocations being made. 

The emergence of severe constraints on available budgetary resources, the resource allocation system between the states and 

Union ministries is under strain. This required the Commission to play a mediatory and facilitating role, keeping in view the 

best interest of all concerned. Over the years, the Planning Commission has been instrumental in ensuring social equality, 
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promotion of decentralised planning, and in the monitoring of human development; especially that of the socially and 

economically backward segments in the country's population. 

 Resolving inter-ministerial problems. One of the roles played by the Planning Commission in the past is resolving inter 

ministerial differences on important issues. Though some of the problems can be handled by the Cabinet Secretariat or the 

PMO, some other problems reflect deeper concerns that could require substantial modification of the policy. This “problem 

solving” role cannot be performed if the NITI Aayog is merely a think tank. (A New Planning Institution: Some Suggestions, 

2015) 

 Abolition of planning will remove one of the main instruments of state for proactive and strategic intervention for 

social transformation and upliftment through central planning. It will roll back the economic and social role of the 

Union from social engineering to laissez faire. The role of the Union Government in social change is fundamentally being 

altered.  

 

Criticisms for Abolition of Planning 

 

Allegations have been levelled against the Central Government that by creating the Aayog and dismantling the Planning Commission 

the NDA Government wants the market forces and capitalists alone to lead the country's growth. 

 

 The move to dismantle the Planning Commission has been criticized by many stating that it has created uncertainty in the 

country. Institutions like the Planning Commission are time tested and have tried to do justice with states in the existing 

federal structure and have also provided states a platform to give their opinion.  

 The proposed move to distribute planning functions among the Ministry of Finance and subject matter ministries will result 

in loss of perspective and long-term view. The proposal to replace it with a new body is half-baked, unwarranted, and ignores 

the need of planned development of the country. 

 Many are of the opinion that the Aayog should continue the functions performed by the Planning Commission of 

determining, in consultation with the Finance Ministry and State governments, the amount of resources to be made available 

to the States for Plan and budget preparation.  

 This is also seen as a step which is taken to deliberately move away from the Preamble of democratic socialism by the BJP 

led NDA government. Establishment of NITI Aayog is seen as making the plan body an extension of the PMO and a direct 

attack on the federal structure.  

 Creation of NITI Aayog further indicates the current Government’s emphasis on market economy as opposed to a planned 

one. Planning is essential in order to keep the welfare role of the state as a part of the nation’s vision. With the scrapping of 

the Planning Commission, the welfare role that was emphasized is likely to take a back-sear under the NITI Aayog.  

 Thus, while the creation of the Aayog and a focus on market economy may be beneficial to big industrial states like Gujarat 

and Maharashtra, small and backward states like Assam, which need a focus on welfare schemes, would suffer as a 

consequence.  

 It is not yet clear whether five year plan frame would continue to exist, and if so in what way.  

 

Niti Aayog: Can it replace the role of Planning Commission? 

 
While Niti Aayog claims to decentralise, it will, in fact, oversee a greater centralisation of powers in the central government. 

Moreover, with the abolition of the National Development Council and its replacement by regional councils, the limited say the states 

had on policies and the flow of funds will be further eroded. In short, the constraints on state governments will be tightened rather than 

loosened in the Niti Aayog era. 

 

Rise of neo-liberalism 

 

The abolition of the Planning Commission is, hence, not linked per se with the demise of the Soviet Union. It needs to be seen as the 

Indian state consciously distancing itself from welfare approach and embracing of international capital with which the domestic 
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corporate-financial oligarchy is closely integrated. The creation of a neo-liberal state becomes inconsistent with an autonomous 

Planning Commission due to the very structure of the neo-liberal state where the Ministry of Finance is elevated to a dominating status 

above all other official organs and is in turn filled by employees of the World Bank, the IMF and other institutions of finance capital, 

who are thereby basically put in charge of the economy. Dismantling of the Planning Commission has made India join several other 

third world countries where, in essence, global financial bureaucrats get entrusted with the task of running the economy. The transition 

from the Planning Commission to the Niti Aayog thus reflects a transition from a state professing anti-imperialism to a neo-liberal 

state.   

 

Overarching Role of the Ministry of Finance 

 

There are three main channels through which funds get devolved from the centre to the states: through the Finance Commission, 

through the Planning Commission and through discretionary transfers. Barring the Finance Commission which is a constitutional 

body, the other two channels respond to the discretion of the central government. Even in the case of the Finance Commission, the 

Centre appoints its members and ultimately fixes its terms of reference and therefore, the Central writ prevails. The disappearance of 

the Planning Commission would mean that what used to be plan transfers would now be doled out through the Finance Ministry. This 

might possibly entail both a possible reduction in the total magnitude of transfers, and a definite increase in the Centre’s control over 

states’ plans. (EPW, 2015)  

 

More importantly, it needs to be seen that the scrapping of the Planning Commission will see an inevitable strengthening of the 

Ministry of Finance, which is a far more closely controlled departmental body of the Central government than the Planning 

Commission ever was, and the Centre can now more effectively determine what flows to which state. States would be at the mercy of 

the Centre and would be dealt with arbitrarily without any common principles and norms. This dangerously opens new doors for 

political bargaining and deal making. (CPIM, 2015) The state governments will also likely to be burdened with the pet projects of the 

Prime Minister as the PM’s schemes would get the top priority in NITI Aayog’s agenda. These projects may not be best suited for the 

upliftment of weaker sections of the society. (Firspost, 2015) 

 

Planning is an instrument of redistribution. The Planning Commission had the power to allocate funds to the ministries and state 

governments and through this process of redistribution it tried to promote the social sectors and reduce the inequality prevailing in the 

country. The deviation from Planning Commission to NITI Aayog might distort the process of redistribution. Further, the transfers 

made to the states or Union Territories for the Centrally Sponsored Schemes (CSSs) will not be continued in the same manner leaving 

a large section of society more vulnerable since there is a lack of clarity on how CSSs will now be carried out. 

 

Limiting the Power of the States 

 

The National Development Council (NDC) has been abolished. The NDC, where the states’ Chief Ministers were represented was not 

a constitutional body and did not vote but it had a commanding presence, where the states, strengthened by each other made a definite 

impact. Its decisions included the ultimate approval of plans and since, they were taken through a consensus, the Centre was often 

forced to yield on certain matters. The elimination of the NDC is a major blow to the power of the states. The Governing Council 

where chief ministers are to be represented is likely to be a purely formal body concerned with the “governance” of the Niti Aayog, 

rather than with basic development issues. The meetings of the regional councils are likely to be occasions where the states supplicate 

to the centre for this or that favour, rather than serious challenges to central schemes and programmes. There will be only a few 

regional councils where the Prime Minister will sit with the state Chief Ministers. This would imply a downgrading of the voice of the 

states in matters concerning national economic development. The confidence that the states had in sitting together with the Centre, and 

the pressure that the Centre was subjected to when the states spoke with one voice on major issues, will now be replaced by an air of 

supplication (Peoples Democracy, 2015). Governing Council would be more of a powerless body of a think-tank. And that think tank 

will be under the Prime Minister and the Prime Minister's Office. This would result in a centralised Unitarian structure (CPIM, 2015). 

 

Centralization of Power 
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Some may refute the argument that Niti Aayog would result in greater centralisation of power by saying that it will be open to the 

states to tie up with capitalists, both domestic and foreign, to work out investment projects of any description and any amount. 

However, this is precisely where the Central control over states has increased. The Centre is forcing states to go in for public-private 

partnerships, and forcing states to vie with one another to attract private capital to their territories. There is a clear centralisation of 

economic powers as the Centre is imposing the neo-liberal model on all states by ensuring that resources available to each state are 

spent on a plan in keeping with what the Centre considers “development” rather than on a plan of the state government’s own choice. 

The Niti Aayog era will mean that states will not be allowed to go their own ways, not even to the extent that the Planning 

Commission era had allowed. Centralisation will be the mechanism for imposing neo-liberalism on the country at large. (EPW, 2015) 

States would be left at the mercy of the PMO. The Central Government in the absence of the Planning Commission will have 

excessive control and authority. 

 

The progressive role of the Planning Commission, viz. in striving for the economic freedom of the country through snatching control 

over its national resources from multinational corporations, will be done away with under the NITI Aayog. And where the old 

Planning Commission has been claimed to be flawed, viz. in not respecting the federal nature of the polity, these flaws will be 

magnified under Niti Aayog due to the overarching control of the Ministry of Finance as it becomes the apex body, thereby furthering 

the agenda of the Centre. NITI Aayog has the potential to further push the country into a market-driven economy and privatisation in 

all spheres at the expense of diluting even the present inadequate schemes aimed at improving people’s welfare. Whatever role the 

Planning Commission had, to allocate resources for the public sector and deploying public investment keeping in mind the regional 

disparities, has now ended. (CPIM, 2015) This move to provide a greater elbow room to the corporate oligarchy completely disregards 

the long-term interests of the states, and furthers concentration of economic power through political authoritarianism.  

 

NITI Aayog: Turning Point from Socialistic Pattern to Profit-Seeking Market 
 

Prior to independence, the colonial power in India had followed a broadly laissez-faire policy at least as a public stance, and the result 

of such a hands-off policy was chronic underdevelopment. Independent India had to be an activist state, and there was near unanimity 

that policy had to be socialist with pronounced emphasis on a centrally planned strategy. Socialism is relevant so long as the 

Government wants to ensure that the moneyed class does not dominate the economy. (Business Standard, 2015; Livemint, 2015) In an 

underdeveloped nation with many layers of development within itself, both vertical and horizontal, and with a variety of vested 

interests wielding tremendous influence, it is important to assess the continuing validity and vitality of socialistic forces. Socialism, 

whose essence is the removal of poverty and establishment of equal opportunities if not of equality in the strictest sense, goes hand in 

hand with democracy. Political democracy has no meaning if it does not embrace economic democracy. And economic democracy is 

closely integrated with socialism. Herein, monopoly or any such centralisation of power is the enemy of socialism, even in India’s 

current situation. 

 

It would be erroneous to conclude that under socialistic forces, the market will cease to exist. As long as commodities are produced, 

the market exists. The crucial question is not planning versus market but which dominates. Under socialism, market is one of the 

means for the distribution of the social product. Centralised planning, utilising the market forces and the market indicators, will be 

able to efficiently develop the productive forces and meet the welfare demands of the people of India.  

 

Cases of China & USSR 
 

China: China has believed that market socialism can combine the efficiency, innovativeness, and individual choice which competitive 

markets are supposed to assure with the social justice and economic security promised by socialism. However, even China has not 

clearly dismantled its Planning Commission. China’s National Development and Reform Commission (NDRC), which was initially 

known as China’s State Planning Commission is responsible to formulate and implement strategies of national economic and social 

development, annual plans, medium and long-term development plans. It is even responsible to coordinate economic and social 

development; to carry out research and analysis on domestic and international economic situation; to put forward targets and policies 

concerning the development of the national economy, the regulation of the overall price level and the optimization of major economic 

structures, and to make recommendations on the employment of various economic instruments and policies. The NDRC is thus much 

more than a think tank. It is an integral part of the Chinese Government. The industrialisation of the East Asian Tigers and now China 
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is the defining economic story of the late 20th century. Yet, this was largely a result of careful nurturing by the government of certain 

industries through protection, subsidies and technological support, with the aim of upgrading the economy’s productive capabilities. 

(Scroll, 2015) With China’s current level of economic liberalization and its performance in the social indicators, China still continues 

with its planning body, but India wants to deviate from its Planning Commission resulting in a question of whether India has already 

achieved goals of social security and such a deviation is ideal for India or not at this hour. Whether India can sustain such a shift with 

its prevailing level in terms of social indicators is also ambiguous. 

 

USSR: The years following the Second World War put the USSR and the capitalist bloc at loggerheads. The USSR was an 

industrially-backward country well into the third decade of the twentieth century. From that situation to be able to compete with the 

capitalist West, which had been the receiver of world-wide loot for several centuries, in a span of two decades required a significant 

accretion of economic productive capacity. Not the depredation of monopoly capital, but planning – an instrument of conscious and 

rational way to run the economy, enabled the USSR attain this position of strength. If the goal of human endeavor is to understand and 

tame nature and human impulses in order to utilise them in the most adequate manner, it follows that economic planning which 

harnesses market institution (does not substitute it) is the rational way forward. India was not alone to get influenced by Soviet 

Union’s planning. Many colonies which were gaining independence during the mid-decades of the twentieth century had their 

respective planning bodies. (Sanhati, 2015) 

 

Conclusion 
 

The rolling back of State intervention and its replacement by greater reliance on “the market”, aims to create the impression that it 

entails more scattered, more decentralised, more dispersed economic power. This impression is completely false as a change in the 

nature of the State seeks almost exclusively to promote the interests of the corporate-financial oligarchy at the expense of the vast 

masses of people.  Neo-liberalism refers not to the area of intervention by the State, but to the class nature of that intervention. The 

substitution of the Planning Commission by the Niti Aayog is not just a means of providing greater elbow room to the corporate-

financial oligarchy; it is simultaneously a means of curbing the states’ economic powers. The neo-liberal State whose consolidation it 

carries forward is simultaneously a highly centralised State in terms of political and economic authority. This move is absolutely in 

tandem with political authoritarianism and even furthers the concentration of economic power. (Peoples Democracy, 2015)  
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