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Chapter 1
Introduction

1. Para (6) of our terms of reference (ToR) mandate thahile making
recommendationsheCommission shatave regard, amoraherconsiderationgp:

(i)  TheresourcesftheCentralGovernmentndthe StateGovernmentsor thefive
yearscommencingn 1stApril 2020onthebasisof thelevelsof taxandthenon
taxrevenuesikely to bereachedy 2024 25. Inthecontextof bothtaxandnon
tax revenues, the Commission will also take into consideration their potential
and fiscal capacity;

(i)  Thedemandntheresourcesf the CentralGovernmenparticularly oraccount
of defence internal security, infrastructure, railways, climate change,
commitments towards administration of UTs without legislature, and other
committed expenditure and liabilities"

2. Inkeepingwith earlierpractice the Commissiorhadextensiveconsultationsvith State
Governments, Ministriesand Departments of the Union Government and other
stakeholders and opinion makers. This Volume IIl is devoted to the Union
GovernmentVariouskey departmentfiavebeenexaminedn greaterdepth.Medium:
termchallenges havieeendentified, alongvith somekey suggested reforms.

3. In bringing out this volume, we weraotivated by aaumber of considerations. First,
theemphasis laid by usn prioritisationof expenditures of the Union Government in
Volume | of our Report gets translated into an implementable set of suggestions,
disaggregated across important ministries, in this volume. Second, though the ToR
recognises the Unioaisasingle entity, itconstituent ministries angtal components
that make the whole. Third, the performance of some ministries do have a
disproportionate impact on the overall finances of the Union; hence the need for a
disaggregated analysis. Fourtlgrdique byanindependent entity cagorovide useful
insights for the reform agenda. Finally, a number of the suggested reforms traverse
across ministries arttierefore there iseedfor anintegrated approach.

4. Wehadseveraroundsof discussions witlofficials of theUnion Ministries, thedetails
of which have been listed in Volumedt our Report. The Ministries also submitted
theirmemoranda tthe Commission We weregreatlyenrichedoy thesenputs.These
thirteenMinistries with thehighestallocationsaccountfor 53 percentof theestimated
total expenditurein 202021. Of these,the Ministry of Defencehasthe highest

'Henceforth for easeof expressionthe useof the word ‘'ministries'in this volume alsoincludesdepartments.
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10.

allocation of Rs. 4.7fakh crore (15 per cent of thetal budgeted expenditure of the
Union Government of Rs. 30.42 lakh crore). Ministries with allocation above Rs. 1
lakh crore are Home Affairs, Agriculture and Farmers' Welfare, Consumer Affairs,
Foodand Public Distribution anBural Development.Theother Ministries withhigh
allocations are Education, Road Transport and Highways, Communications, Railways,
Chemicals andrertilizers, Healttand Family Welfare, Housing andirban Affairs,
PetroleumandNaturalGas.We havecoveredall theseMinistries inour report except
threedepartments related ©@onsumer Affairs, Chemicals armketrochemicals and
Pharmaceuticals.

Thusthesethirteen Ministries have beealiscussed inletailin this volume intheform

of separate chaptergigriculture and Farmers' Welfare, Commerce, Drinking Water
andSanitation, Education, Environment, ForastiClimate Change, Fertilizer, Food

and Public Distribution, Home Affairs, Housing and Urban Affairs, Panchayati Raj,
Power and New and Renewable Energy and Rural Development. The health and
defence sectors have been discussed in separate chapters in Volume | end hav
therefore, not been includedtims compendium.

Apartfrom theaforementionedinistries, therearelOothersthatarealsovital for the
growth momentum anfbr thegrowth pattern tde socially inclusive. Wéhavedealt
with themsuccinctly angointedly towards thitterpartof thisvolume.

Baseduponourextensiventeractions withtheministriesandalsodomainexperts, our
effortsof this volumearedirected towardafocusoncertainkey issues. Wéavealso
attempted to leave the contours for many suggested reforms pertaining to the concerned
ministries.

This Volume IIl wasconceptualisetly theChairman,Fifteenth Finance Commission
andhasbeenprepared under tlguidance of th€ommission.

We would like to specially thank Dr. Bibek Debroy, Chairman, Economic Advisory
Council to the Prime Minister for providing guidance and valuable suggestions in
putting this volume together. We acknowledge and thank the outstanding editorial
support providd by Ms. Seetha Parthasarathy.

A teamof theCommission'secretariatvorkeddiligently andtirelesslyin contributing

to and assembling this volume. The members of this very professional and cohesive
team are: Jasvinder Singh (Consultant, former Director), Sweta Satya, Aditi Pathak,
Shikha DahiygJointDirectors), NitishSaini, Vijay Kumar Manr{Deputy Directors)
Sushant Kumar Bajaj, Assistant Director and Pallavi Khural, Data Entry Operator. The
overalleffort wascoordinated byMukhmeet SingtBhatia, AdditionalSecretary.



Chapter 2
Ministry of Agriculture and Farmers Welfare

Themain objective of th®linistry of Agricultureand Farmers Welfaras theformulationand
administrationof therules, regulationsand laws relatedo agriculturein orderto maximise
agricultural production and farmers' income. The Ministry's role becomes critical as
agricultureandallied sectorsaccount forl7.7 per centof national incomeand provide
employmento around 44 per cent ofthe country'sworkforce.Some othe major schemes of the
Ministry includePM-KISAN,interestsubsidy foshorttermcreditto farmersandPradhan
Mantri FasalBimaYojana.

The sector has shown a lotgrm trendgrowth rate of 3.2 per cent and hagnedIndia intoa
food-securenation. However,some reforms fosustainablegrowth inthe sectoinclude linking
production to processing, diversificatisawards highvalue crops,shifting cultivators tonon
farm and subsidiary activities, rationalisation of subsidiesydernisation of land records and
moreinvestmenin agricultureresearch.

Overall Profile of Ministry

1. The Ministry of Agriculture and Farmers Welfare (MoAFMhe overall responsibility
of which is to nurture a policy environment that helps maximise agricultural
production and farmers' income, has two departmeDepartment of Agriculture,
Cooperation and Farmers' Welfare (DACFW) and Department of Agriculture
Research and Education (DARE). The Ministry earlier had a third department
Departmenbf Fisheries, AnimaHusbandryand Dairying - butthiswas carved out
into aseparate ministry iduly 2019.

2. The expenditure by the MoAFWincluding Fisheries, Animal Husbandry and
Dairying) in202021is budgeted aRs1,46,876crore. Thisconstitutes aboud.65per
centof grossdomesticproduct (GDP), aincreasdrom 0.16percentof GDPin 2015
16 and 4.83er cenbof the total Union Budget (against 1.88rcent in201516). Of
thetotal expenditure revenueexpenditure iRs146,760croreandcapitalexpenditure
isRs116crore. DACFW receive@1 percentof thetotal budgetof theMinistry while
DARE receivedonly 6 percentandFisheries, AnimaHusbandryandDairying only 3
percent. Theyearwise allocatiorof theMinistry is givenin Figure 1.



FifteenthFinance Commissionvolumelll

Figure 1: Expenditure of Ministry of Agriculture and Farmers Welfare
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Source:Union Budgetsand CSO

Note: Includesexpenditureof Department/Ministryof Fisheries,Animal Husbandryand Dairying.

3. The budgetary allocation for MOAFW 202321 is 30 per cent higher than the revised
estimatefor 201920, primarily due to a higher allocation of Rs. 75,000 crore for
PM-KISAN (income support scheme for farmers). The scheme had been allocated Rs.
75,000crorein thebudgetestimatdor 201920 aswell, butthiswaslater revised down
to Rs. 54,370 crore.

4. PM-KISAN accounts for 56 per cent of the allocation to the DACFWher major
expenditure items of the Department include interest subsidy forteortcredit to
farmers (16 per cent) and Pradhan Mantri Fasal Bima Yojana (12 per cent).

Figure 2: Break-up Schemesf the DACFW in 202021 (BE)

0.4% 0.2% 2% Y PM-KISAN
10, InterestSubsidyfor ShortTerm Creditto Farmers
3% V' PradharMantri FasalBimaYojana

\ PradharMantriKrishi SichaiYojana
(Per drop more crop)
Yy MarketInterventionSchemeandPriceSupport
PMAASHA
y PradharMantri Kisan Man DhanYojana
y GreenRevolution
y Others

Source Union Budget, 202021
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Box 1 : Higher the Government Intervention, Lower the Growth

Within the agriculture sector as a whole, the crop sector, which the majority of farm
dependent on, records minimal growth despite getting maximum government sugpe
form of resources and subsidies. Table below shows the extent and type of goV
intervention in various subectors of agriculture and their growth rates. This demonstrat
sectors where thereagreater degree of liberalisatiandlessgovernment intervention shq
higher growth.

Output Growth in Agricultural Sub-sectors

Sub-Sector Policies Government Output Growth
Support 201112t0 201819 (%)

Fishery A Little or no subsidy. Very low 9.65
AForeigndirectinvestmentallowed.
ASomeinstitutionalsupport

Livestock  AMilk and Milk Product Order, Very low 5.96

1992(MMPO) liberalised.

ANo restrictions on private
investments imilk plants.

A No marketregulation.

ACo-operatives, milk plants, private
agents procure directly from farmers
directly. Little or no subsidy.

Fruitsand A No price support.Input subsidygiven. Moderate 3.94
vegetables ARegulatedoy APMC in somestates
Cereals, AHeavily subsidisedsector with Very high 1.37
oilseeds, procurements and MSP. Marketing of
pulses products is also overegulated by
APMC Act. Little corporate investmen
(Cropsunder

o seen in production and marketing
the minimum

supportprice
regime)

Figure3 underlines théact thatputting moreresources intsubsidies andupport tdarmers
does not lead to higher growth. Highly controlled and supporteesesttors like cereal
oilseeds and pulses exhibit very little growthcomtrast to liberalised and low intervent
sectors like fisheries, livestock and horticulture.

Source National AccountsStatistics2020,outputdataat 201112 prices
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Figure 3: Government intervention vis-a-vis growth rate of output between 201112

and 201819 in various agricultural sectors
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Source: NationalAgricultural Statistics2020,outputdataat 201112 prices

Policy Proposalsin Union Budget 202021

A TheUnionGovernment willencouragé&tateGovernments ttegislateandimplement

modellawsrelatingto landleasing,agriculturalproduceandlivestockmarketing,and
contract farming.

A TheUnionGovernmentvill provideviability gapfundingfor settingupwarehouseat

the block/taluk level. A village storage scheme has been proposed to be run-by self
helpgroups.

A KisanRail' with refrigerated coaches witle started tduild a seamless national cold
supply chain for perishablesKrishi Udaan' will be launched on international and
national air routes to help farmers transporting their products that will help improve

their value realisation.
Agriculture Exports

The High Level Group (HLEG) on Agricultural Expottsighlighted the following points on
agricultural exports:

A India'saspirationto doublefarmerincomesnecessitateacommensuratécreasen its

’ Reportat FinanceCommissionWebsite
Growing India'sagricultural exportsthroughcrop-specific stateled plans
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agricultureoutput.Thisincreasen outputwould requireafundamental transformation

of the agriculture sector. However, the resultant increase in production would only
serve to increase pricing pressure and lower farmer remuneratgobalanced, self
sufficient agriculture market. It is in this context that significant enhancement of
agricultural exports becomesational imperative.

India hasstrong naturaéndowments imagriculture. Itis aleading producer afeveral
commodities, including shrimps, spices, mango, papaya, banana, rice, cotton, wheat
and sugar. It ranks second in total agricultural production and has the [#ogeksttion

of buffaloes.Indiaexported US88.7billion of agricultural commaodities in 2019.

India hasseensuccessvith exportinga setof valuechains, including ricandshrimp,
which comprise a third of India's total agricultural exports. It has competitive
advantagen theseproductsandtheywerespecifiedasvaluechainsof opportunity by

the Agricultural and Processed Foods Export Development Authority (APEDA) and
the2018Agri ExportPolicy. Itis asignificantexporter acrosavariety of commodities
andagricultural products, exportinfigrty commoditiesandagricultureproducts, each
atoverUS$100million of valuein 2018andfive commodities/productatoverUS$1
billion each. Aview of India'stopagricultural exportén 2018canbeseenn Tablel.

Table 1: Top Indian Agricultural Exports in 2018

Commoditiesand Products Export Valuein 2018
(US$ billion)
Rice 7.3
Shrimps,frozen 4.4
Meatof bovineanimals,frozen 3.3
Cotton,raw 24
Cotton;notcardedor combed 2.2
Vegetablesapsandextracts 1.0
Sugar 0.9
Fixed vegetabldatsandoils 0.9
Cake,soybeans 0.9
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A

Despite itsagriculturaladvantages, however, Indianksonly thirteenthin total value

of agriculturalexports JaggingbehindcountriessuchasBelgiumandthe Netherlands.
India'sprocessed exports hakeensteadily improving, buit still hasa higher global

share of raw commodities than processed goods. Vaulting India into an even more
competitiveexportpositionglobally will requirechangesn productivity, quality, non

tariff barriers, a continuing drop @l factor costs, lower logistics cost and a greater
focus onprocessing and value addition.

Initiatives to Dealwith Fallout of Covid-19 Pandemic

I. Agricultural policy reforms

A TheFarming Producélradeand Commercéromotionand Facilitation) Act2020:

A

This Act will resultin thelong-pendingmarketiiberalisationandcreationof alternative
transaction avenues. It will create ezosystem where farmers and traders will enjoy
freedom of choice in the sale and purchase of@gaduce and promote barrigee
inter-stateandintra-statetradeandcommerceutsidethephysicalpremisesf markets
notified underStateAgricultural ProduceMarketinglegislations. Thiss ahistoricstep

in unlocking thevastly regulated agriculture marketghecountry.

TheFarmers(EmpowermerandProtection)Agreemenbn Price AssurancendFarm
Services Act, 2020This Act will empower farmers to engage with processors,
wholesalers, aggregators, large retailers, exporters etc., on a level playing field without
any fear of exploitation.It will transferthe risk of marketunpredictabilityfrom the
farmer totheagents, andlsoenable théarmer toaccess modern technology and better
inputs. It will reduce the cost of marketing and improve farmers' income. Processors
andexporters will, agresultof theagreement witffiarmers, bebleto get theproduce

of desired quality anduantity atheappropriate time.

Amendmernb the EssentialCommoditied\ct, 1955: Theamendment the Essential
Commodities (EC) Act, 1955, has taken commodities like cereals, pulses, oilseeds,
edible oils, onion and potatoes out of the list of essential commodities. This will
reassure private investors that they will not be subject to excessive regulatory
interference in their business operations. The freedom to produce, hold, move,
distribute andsupply will lead tcharnessing oéconomies of scalend attract private
sector/foreign direct investment into agricultuedated infrastructure like warehouses,
cold staage, logistics and modern food supply chains. The amendment anneuithced
help mop up any glut of commodities the market and benefit both
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farmers anconsumers bgnsuring price stability. Will createacompetitive market
environment andlsopreventthewastageof agriproduce,which is aseriousproblem
dueto lack of storagdacilities. A transparentriterionhasbeenspecified tanvokethe
Act for agrifood stuff under adverse situations.

Il.  Stimulus package

A Ofthefive tranchesf fiscal stimulusthatthe FinanceMinister announced teespondo
the pandemic, the third tranche included various measures to boost agriculture,
strengthen infrastructure logistics and capacity building for the agriculture, fisheries
andfood processing sectors. summary othesemeasures igivenin Table2.

Table 2: Measuresto Boost Agriculture in the Fiscal Stimulus Package

(Rs. crore)
Food Micro Enterprises 10000
PradharMantri MatsyaSampadayrojana 20000
TOP to TOTAL: OperationGreens 500
Agriculture InfrastructureFund 100000
Animal Husbandryinfrastructure Developmeriitund 15000
Promotionof Herbal Cultivation 4000
Beekeepingnitiative 500
Total 150000

Recommendation®f FC-XV in Report for the Year 202021
A The income of agricultural workers and farmers remained lowdahdot keep pace
with the growth in the income of ngarm workers. Keeping in view the goal of
doubling farmers' income and reducing agrarian distress, we have identified a set of
reforms which are central to liberalising agricultural markets, providesdamless
trading, promote competition and catalyse organised investment from the private sector
for better growth iragriculture sector.

A The States will be eligible for financial incentives if they enact and implement all
features of: (a) Model Agricultural Produce and Livestock Marketing (Promotion &
Facilitation) Act issued by the Ministry of Agriculture, Cooperation and Farmers
Welfarein 2017,(b) Model Agricultural ProducendLivestock ContracFarmingand
Services(Promotion & Facilitation) Act, issuedby Ministry of Agriculture and
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Farmers Welfare in 2018, and (c) Model Agricultural Land Leasing Act, 2016,
prepared by the NITI Aayog.

A We recommend that State Governments take preparatory action by securing the
passage of thedgills in their respective legislatures 202021 tobecome eligible to
avail the grants awarded from 2022 onwards.

As mentioned earlier, idune2020, the Union Government announcedithplementatiorof
some of these reforms as part of its efforts to mitigate the effects of the-Thp@ndemic.
These willgoalong way inhelping India's farmerandtransforming thegricultural sector.

Challenges
Increasing disparity betweenagriculture and non-agriculture growth

A Figure 4 shows the divergence in the growth path of output in agriculture and non
agriculture sectors. This low growth, combined with the high dependence on
agriculture forlivelihood isthe prime reasotfior thelow income of farmers. Figure
showstheannualincomeof non-agricultural workersndagricultural cultivators. The
ratio between the two was 2.983 in 1988 and rose to 3.157 in 2012. The low
levelof absolutencomefor farmersaswell asincreasinglisparitybetweertheincome
of farmers and noagricultural workers can become an important reason for farmer
distress.

Figure 4: Annual Growth Rate in Agriculture and Non-Agriculture Sectors
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Figure 5: Annual Income Per Cultivator and Non-Farm Worker
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Source:National AccountsStatistics

Burden of agricultural subsidiesisincreasingwith lessthan proportionate benefits

A A studydoneby IndianStatistical Institutdéor theFC-XV calculatedtheannual Union
Governmensubsidies tdarmersto beof theorderof Rs.120,500crore.Thisincludes
fertilizer subsidies (Rs. 70,000 crore, 2a18), credit subsidies (Rs. 20,000 crore,
201718), crop insurance subsidies (Rs. 6,500 crore, -A@)8and expenditures
towards price support (Rs. 24,000 crore estimated for -2@)16 Annual State
Govenmentsubsidiesaarealmostof anequalamount Rs.115,500crore, whichis the
sum of power subsidies (Rs. 90,000 crore, 208} irrigation subsidies (Rs. 17,500
crore, 201314) andcrop insurance subsidies (Rs. 6,500re, 201819). Inaddition,
State Governments announced loan waivers in A& Overall farm subsidies are
estimated at-2.25 per cent of GDP.

A As stated earlier, higher intervention in agriculture products have not led to higher
growth. Besides this, subsidies hatkeradverse impacts:

0 Price interventionscreate inefficiencies because they generate incentives for
corruption, diversion and waste.

0 Power subsidiesmperil the already stretched groundwater resources by the
overuseof motorpumpsandadverselyaffectthesustainabilityof naturalresources.

0 Credit orinterest subsidiebave a weak rationale. Formal sector interest rates
have not been a constraint to increasing access to formal sector lending
institutions. These subsidies would be better spent in strengthening the credit
infrastructure and rural banking.

11
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0 Loanwaiversnotonly have seriousmplication for state fiscalesourcesnd
banking healttbutalsoencourage farmers tiefault infuture.

Slowgrowth of food processingsector

A The growth rate of the food processing sector has been dismal for some years and
pickeduprecently.Thiscanbeattributedto variouspolicy factors.Figure6 showsthat
theaveragegrowthrateof thefood processing sector waé.93percentfrom 201213
t0 201819, whichis muchlowerthantheeconomy'growthrate.An importantreason
for thisis thatfarmers danotgetanattractive marketor their produceandprocessors
donotgetassuredsupply. Thus, linking processors wipnoducers (farmers) through
contract farming or market liberalisation has vast scope to raise output and farm
income.

Figure 6: Average Growth Rate(%) in GVA - 201213t0 201819

Source:National AccountsStatistics

Smalland marginal farmers

A Indian agriculture is dominated by marginal and small farmers, who suffer serious
disadvantage termsof scale.Smallfarm sizesdiscouragananyfarmersfrom opting
for diversification into fruits and vegetables mainly because of the price risk and
uneconomic lots for marketing. Small farmers are also at a disadvantage in terms of
bargaining powein varioustransactions itheinputandoutputmarkets.

Low involvement of private sector

A Table3 showsthatthatcapitalinvestmentn agricultureaspercentagef grossvalueadded
(GVA) was only 13.83 per cent. Out of this, 78 per cent investment came from the
household sector while only 2.82 per cent came from the private sector. Involvement of
the private sector is important for the modernisation of agriculture. The laslkcbf
involvement ioneof thereasongor thelow growth of theagricultural sector.

12
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Table3: GrossCapital Formation(201617)

Capital investment Sharein total grosscapital formation in sector (%)

Sector

as% of GVA  Private corporate  Public sector Households
Agriculture 13.83 2.82 18.75 78.43
Nonagriculture 36.18 46.76 2577 27.48
Economy 3217 43.37 25.23 31.41

Source:National AccountsStatistics

Surplus rising but export getting difficult

Figure 7: Food Production and Demand

Figure 7 shows that fooc 1.72

surplusin thecountryhasbeen —a=Food production/person/day Kg —g= Demail%c

rising over the years, as th
supply hasncreased famore

than demand. At the sam
time, exports have not beel
picking up at that pace. On¢
reasorfor thisis thatdomestic

pricesof someof commodities 1980to83 1990t093 2000t003 2010to13  2016-17
are higher than international

prices. Source: National AccountsStatistics

Weak supporting infrastructure

A Agriculture in India is characterised by informal or traditional supply chains that
deliverproductgo localmiddlemerandthento smalllocal stores. Formalaluechains
can deliver the same product, usually in better or more uniform quality, to more
commerciafirms - wholesalers, supermarketsexportersThebulk of theproduces
soldby farmersin rawform andis takenfrom thefield to themandiafterharvest. This
causesglutin themarketandsuppresseprices. Farmerdonotkeepproducefor sale
in leanmonths.Thereis nowaprovisionfor warehouseeceiptandkeepingproducein
warehouses registered withe Warehousing Development aRggulatory Authority
(WDRA).

13
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A Pricecrashesrevery commonin thecaseof perishablesAbsenceof on-farm storage
facility, lack of scientificmethodto extendtheshelflife andpoorprocessindpasean the
country are some of the factors behind such price crashes. If market reforms are
implementederiously,it will pavetheway for entryof theprivatesectonn agriculture
and valuechains may thebedeveloped.

Minimum Support Prices

A The Union Government announces MSPs for twewnty crops- cereals, pulses and
oilseeds in thekharif aswell asrabiseasonsThisis thepriceatwhich publicagencies
procure agricultural produce in order to keep farm prices from falling below reasonable
levels and to meet requirements of the public distribution system, buffer stock and
other public objectives.

A While presenting the 20120 Union Budget, the Finance Minister announced that
MSPs for certain rabi and kharif crops will be set at leashatand a half times the
productioncost. This productiogost, A2+FL, includes costsf inputs such aseeds
and fertilizers, hired labouand implied cost of family labour. While MSPs are
announcedor twenty-two crops,public procurements limited to afew suchaspaddy,
wheat, cotton and, to a limited extent, pulses and oilseeds. The procurement is also
limited to a few states. Three states (Haryana, Madhya Pradesh, and Punjab) which
produce45 percentof thewheatin thecountryaccounfor 81 percentof procurement.

In the case of paddy, six states (Andhra Pradesh, Chhattisgarh, Haryana, Odisha,
Punjab and Telangana) with 38 per cent of production have 82 per cent share in
procurement.

A Other issues with the implementation of MSPs include: (i) low awareness among
farmersbeforethesowingseasorfaccordingto NITI Aayog, 62 percentof thefarmers
were informed of MSPs after the sowing season); (i) procurement centres being
situated far away from farmers' location; (iii) increasing cost of transportation for
farmers; and (iv) inadequate storage capacity.

A NITI Aayog noted thathe agricultural pricing policy needs to be reviewecitsure
thatfarmersreceiveremunerative price®r theirproduce. Farmerareoftenforced to
engage imlistress saleand selling below MSP.

14



Chapter2 : Ministry of Agricultureand FarmersWelfare

SuggestedReforms and Way Forward

StateGovernmentsneedto adopt governancereforms

A

Linking
A

Policies have a strong effect on farmers' income and create an environment for
harnessing opportunities and potential technologies. The Union Government has
already initiated some of the policy and governance reforms, as noted earlier in this
chapter. As griculture is aState subject, State Governments need to be proactive as
well and work in coordination with the Union Government to promote reform in
agriculture sector.

Two importantpolicy reformsthat needio beimplementedoy StateGovernmentsire:

1. Land leasing laws:There isneed fora new land leasing legislation tmelines
of the Model Agricultural Land Lease Law proposed by NITI Aayog. State
legislatures should enact thégislation orsimilar lines.

11. Forestry on private land: Remove restrictions on felling and transit of trees. Allow
timberandwood baseehdustry, inline with theguidelines issueby the Ministry
of Environment and Forests.

Land reforms should also include computerisation and updating of land records and
geotagging ofland parcels with revenue recordshasbeendoneby Karnataka, and
movefrom thepresensystenof presumptive lantitling to exclusive landitling.

production to processing

Linking processors with producers (farmers) through contract farming or market
liberalisationhas vast scope to raise output and farm income. Food parks need to be
developedo enhancéhe potentialof thissector.Thefood processingndustryis much

more labowintensivethanother industries. Promoting food processingural areas

will thus generate more employment and help in shifting the workforce from
agriculture to industry.

Promoting Farmers Produce Organisations

A

FarmersProduceOrganisations (FPOshouldbeencouraged angromoted taenable
thefarmersto reducetransactiorcosts,accessechnology, raiseargaining poweand
integrate with value chains. This will help in raising the income of small holders by
increasing production and linking them to the market and will also address the
problems of small and marginal farmers.
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Increasein agricultural productivity

A Productivity of mostcropsis low andthereis considerable scoge raisethis. Barring
wheat,theproductivity ofothercropsis belowtheworld averageandmuchlower than
in agriculturallyadvanced countrie€nhancing accegs irrigation and technological
advancement athe most potent instruments for raising agricultural productivity and
production. This will require statef-the-art technologies starting from seeds and
covering the entire production chain.

A There is an urgent need to strengthen the system of agricultural research and
developmen(R&D). PublicR&D institutionsshouldbesupportedo developcapacity
in areas of agricultural technologies. Also, scientific knowledge should be
disseminated to farmers through modern methods of extension and an enabling
environment fotheadoptionof new technologies should besated.

A Pendingprojectsunderthe PradharMantri Krishi SinchaiY ojanashouldbecompleted
at theearliest.

Diversification towards high-value crops

A Diversification towards higlvalue crops offers immense scope to improve farmers'
income. The staple crops (cereals, pulses, oilseeds) occymr @&@ntof thetotal or
gross cropped area (GCA) but contribute only 41 per cent of total output of the crop
sector. Orthe other hand, higivalue crops (fruits, vegetables, fibre, condiments and
spices and sugarcane) contributed almoss#émee value of output, even though they
occupiedonly 19 percentof GCA during201314. Averageproductivity of high-value
crops, after adjusting fazropping intensity variations, wastimated aRs. 1,14,777
per hectare as compared to Rs. 41,169 per hectare for the staple crops. With this
differential inproductivity, shifting onehectare are&tom staple crops toommercial
high-value crops has the potential to increase gross returns up to Rs. 1,01,608 per
hectareHence StateGovernments neetd undertakgorogrammeso shift thefocusof
farmers to highvalue crops.

Shifting cultivators to non-farm and subsidiary activities

A According tothe Periodic Labour Forc8urvey (PLFS) 20118, about55 percentof
themale workers an@3.2percentof thefemale workers imsualstatus irrural areas
were employed in the agricultural sector. On the other hand, agriculture contributes
only 39 per cent of total rural net domestic product (NDP). This shows over
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dependencef theworkforce onagriculture withsignificant underemploymentience,
thereis needfor employmentiversificationby improvingemployment opportunities
in the nonfarm sectors.

Rationalisationof subsidies

A A policy shift is needed from price subsidies and farm loan waivers to income subsidies
like PM-KISAN. State Governments needadopt such policies.

A Freepower foragriculture hasiotonly impacted théiscal healthof thepower sector
but has become serious sustainabitioncern with the overdrawing of ground water
leading to a falling water table. States must take strong measures to check this,
including direct benefit transfer of power subsidy instead of p@eer. Also, States
may incentivise farmers to adopt drip irrigation and shift away from watensive
crops in affected areas.

Investment in agriculture research

A Studieshaveshownthatreturnonresearch investments agricultureis very high. As
already noted, DARIEeceiveonly about6 percentof thetotal budgetof the Ministry
of Agriculture. There is need for quality researclairas like productivity of edible
oil, antrmicrobialresistance, precisidiarming, digitalagricultureandmodernisation
of crop breeding. Hence, the Union Government needs to enhance investment in
agricultural research. This is also central to increasing productivity of crops and
increasing farmers' income in the long run. The Indian Council of Agricultural
Researclil CAR) andStateAgricultural Universities areéhetwo pillars of public sector
R&D. Many StateAgricultural Universities arstarvedof funds.Similarly, extension
systemshaveweakenedn moststatesandneedto berevamped.

Strengthening of the 16action points

A In the Union Budget of 20201, sixteen action points were put forward to focus on
farmers' income, storage, blaeonomy anénimal husbandry. Tbooststorageand
logistics, creation of warehouses through viability gap funding on a ppbliate
partnershipnodeatblocklevel, KisanRail andKrishi Udaanwerestarted UnderBlue
Economy aframeworkfor thedevelopmentmanagemerdndconservatiorof marine
fisheryresourcesndpromotionof algae seaweedandcagecultureto assisin raising
fish productionare being promoted. Measuresare being undertakento facilitate
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doubling of milk processing capacity from 53.5 million metric tonnes to 108 million
metric tonnes by 2025.

A As part of the fiscal stimulus package to cope with the Covid pandemic, the Union
Government gave further boost to these measures. These need to be strengthened to
diversify therisk of farmers and increase their income.

FC-XV recommendationsn its final report

A We recommend that Rs. 45,000 crore be kept as perforanases incentive for all
States tencourage them toarry outagricultural reforms for thaward period based
upon four parameters as mentioned in Chapter 10 of Volume I. Its distribution over
Statespasedngrossvalueadded imgriculture ineachState. NITIAayogwill bethe
nodalagency formonitoringand reporting progress theindicators ineachStateand
recommend the release of performabased reward on the basis of anrassessment.
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Chapter 3
Department of Commerce

The Department of Commerce formulates, implements and monitors the Foreign Trade Policy
whichprovidesthebasic framework of policy and stratefiyr promoting exportg&indtrade. The
Foreign Trade Policy iperiodically reviewed tdncorporatechanges necessary take careof
emergingeconomicscenarios irboththedomestiand internationaleconomiesBesidesthe
Department isalso entrusted with responsibilitieglating tomultilateral andbilateral
commercial relations, speciaconomiczones, statgading, exportpromotionandtrade
facilitation andthedevelopmenandregulationof certainexportorientedindustriesand
commodities.

Asthelndian economypproacheghe US$5 trillion mark, thenation shouldaspireto touchthe
US$1 trillion figure in exports. Recognising the enormpogential and opportunityvhich the
export sector presents, ti@overnmenof India needso pursue a comprehensiand focussed
strategy aimed ancouraging innovatiorskill developmentiarmonising domestic quality
standardsandinfrastructureupgradationaswell asimplementingcrosscuttingdomestic
reforms inorderto enhance competitiveneasd make India a global trade hub.

Overall Profile of the Department

1. The Union Budget, 20201 allocated Rs. 6,219 crore to the Department of Commerce.
Thisrepresentf.20percentof the Union Government'sotal budgetand
0.03percentof estimated grossomestigproduct (GDPYor 2020-21. Figurel shows
the year wise allocation of the Ministry.

Figure 1: Expenditure of Department of Commerce
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2. Figure2indicategheheadwiseexpenditure ofhedepartmentAlmost85-86 percent

of the department's expenditure is on Central sector schemes. Figure 3 shows the break

up of spending on these schemes from 20850 202621 (BE) The bulk of
expenditure i®ntheexport promotion schemes.

Figure 2: Head-wise Expenditure (%)
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Figure 3: Spendingon Central Sector Schemes(%)
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3. Figuredindicates theverall tradebalanceof Indiain therecent years, whil€igure5
and Figure @ive a disaggregated view.dan beseen from Figure that though net
tradein servicegs alwayspositive, theoveralltradein Indiais in deficit mainly dueto
deficit in merchandise trade (Figure 5)

Figure 4: Trend in Overall Trade (US$hillion)
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Figure 5: Trend in Merchandise Trade (US$billion)
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Figure 6: Trend in ServicesTrade (US$billion)
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4. Table 1 indicatesthe top ten commodityexportsand imports from India. Table 2
indicates theop tenexport destinations arsburcef imports ofindia.

Table 1: India's Merchandise Trade (Commodity-wise)
Exports of Top Ten Commodities in 2018-19

Imports of Top Ten Commodities in 2018-19

In US$ billion In US$ billion
Rank | Commodity Apr- Apr- | Growth Share Rank = Commodity Apr- Apr- Growth | Share
Mar Mar Mar Mar
2018 2019 (%) (%) 2018 2019 (%) (%6)
1 Petroleum 37 47 243 | 141 1 Petroleum: 87 114 30.5 222
products Crude
2 Pearl, precious, 26 26 0.4 7.9 2 Gold 34 33 -2.2 6.4
semi-precious
stones
Drug 13 14 11.5 4.4 3 Pearl, precious, | 34 27 -21.0 53
3 | formulations, semi-precious
biological stones
a Gold and 13 13 1.1 3.9 4 Petroleum 21 27 26.3 52
other precious products
metal jewellery
5 Iron and steel 11 10 -13.4 30 5 Coal, coke and 23 26 143 51
briquettes etc.
6 Organic 7 9 30.6 2.8 6 Telecom 22 18 -18.0 35
chemicals instruments
7 RMG Cotton 9 9 22 26 7 Electronics 10 16 54.6 3.1
incl. accessories components
8 Motor 8 9 0.3 2.6 8 Organic 12 14 14.7 2.8
vehicle/cars chemicals
9 | Electric machinery 7 8 256 26 9 Iron and 10 13 20.6 25
and equipment steel
10 Products of iron 7 7 7.2 2.2 10 Industrial 10 12 19.0 2.4
and steel machinery for
dairy etc.
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Table 2: India's Merchandise Trade (Country-wise)

Values in USS$ billion Valuesin US$billion
Apr- | Apr- G h | sn Apr - Apr - G h sh
Mar Mar rowt are Mar Mar rowt are
Rank | Country (%) (%) Rank | Country (%) (%)
2018 | 2019 2018 2019
United .
1 States 48 52 95 15.9 China 76 70 -79 13.7
United
2 Arab 28 30 7.0 9.1 2 United States 27 36 33.6 6.9
Emirates
) United Arab
3 | China 13 17 25.6 5.1 3 Emirates 22 30 37.0 5.8
4 HongKong | 15 13 -11.5 39 4 SaudiArab 22 28 29.0 5.5
5 Singapore 10 12 134 35 5 Iraq 18 22 27.0 4.4
United .
6 Kingdom 10 9 -3.9 2.8 6 Switzerland 19 18 -4.4 3.5
7 Bangladesh 9 9 6.9 2.8 7 HongKong 11 18 68.5 35
8 Germany 9 9 2.5 2.7 8 KoreaRP 16 17 24 33
9 Netherlandy ¢ 9 40.7 2.7 9 Singapore 7 16 118l 32
10 | Nepal 7 8 17.4 2.4 10 Indonesia 16 16 -36 31

Source:AnnualReport,Departmentof Commerce

5. Table 3 givestherankingof theworld'sleadingmerchandis@xporterandimporters
in 2019. India ranked nineteenthegorter andenthasimporter.

Table 3: Leading Merchandise Exporters and Importers in 2019

Rank | Exporters Value Share Annual | Rank | Importers Value Share Annual
(Uss (%) Change (Uss (%)
Billion) (%) Billion)
1 China 12.8 1 United 13.2 9
States
2 United States 1664 8.5 8 2 China 2136 10.8 16
3 Germany 1561 8 8 3 Germany 1286 6.5 11
4 Japan 738 38 6 4 Japan 749 3.8 11
s Netherlands 723 3.7 11 5 United 674 3.4 5
Kingdom
6 Korea,Rp 605 3.1 6 France 673 3.4 9
7 France 582 3 9 7 Netherlands 646 33 12
8 | HongKong, 568 29 3 8 Hong 628 32 6
China Kong,
China
9 Italy 547 2.8 8 9 Korea,Rp 565 2.7 12
10 UK 486 2.5 10
19 | India 325 1.7 9 10 India 511 2.6 14
World 19451 100 10 World 19867 100 10
Source: World Trade Organization,2019

23



FifteenthFinance Commissionvolumelll

Challenges
OvervaluedRupee

A GermanyJapanKoreaandChinabecamexportpowerhouses nguistonthebasisof
their competitivenessr manufacturing bualsoby the policy of havinga competitive
currency exchange rate. Unfortunately, India's political lexicon equates a strong
(overvalued) rupeasasymbolof national strength. Theealexportstrengthcanonly
bederivedfrom acompetitiveexchangeate.Thisis all themoreimportantfor Indiaas
foreigndirectinvestment (FDIjnflows havetendedio maketherupeeappreciatend
harmed its export competitiveness. Corrections that come later due to high inflation
and high trade deficits then tend to be volatile, with sudden sharp drepshange
rate.Suchkind of volatility harmsexporters excessively.

Structural Constraints

A There are severe structural constraintgr@nsupply side, resulting in investment
crunchfor smallscale manufacturers aegporters omccountof:

0 ahigh-cost, distorted manufacturing environment wjtrantitativeandqualitative
deficiencies irutility, logistics and infrastructurservices;

0 virtual approvalprocessesndereaseof doingbusinessnitiativeshavestill notbeen
extended tghysical issues dand, power, water, rail, road, patc.

0 shortcominggemainin policy, regulatoryandoperational governance, resultiimg
high transactiorcostsatthepre-/postinvestmenstage, irspiteof significant steps
towards making doing business easier; and

0 there isstill aneedfor comprehensivsinglewindow clearance.

SuggestedAreas of Reforms

UnderthestandardexpenditurepproachGDP’=C +l+ G + X-M. Maximising Xand
minimising Mis thereforeanimportantelementof foreigntradepolicy. Thisdoesnot
meancomplete import substitution. Instead, M shouldused as parameter which
does not harm lorterm GDPgrowth and does ndtinder jobcreation opportunities
for India's large and growing population.

'GDP =C+I+G+X-M
where C=Consumerspending on goods and servicésinvestor spendiig on business capital goods
G=Governmentspending onpublic goods andservices X=exports andM=imports
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Foreign Trade Policy

A Asthelndianeconomyapproaches thdS$5 trillion mark, thenationshouldaspireto
touchthe US$1 trillion markin exports. Fothis, theForeignTradePolicy shoulddo
thefollowing:

6

Pushfor establishment oéxportenclaves/zonesear major ports. Theshould be
setupin the'plugandplay' modesothatforeignanddomestianvestorshaveeasy
access to land, power, water and other watékss infrastructure. The labour
regulations irthesezonesshouldbebenchmarked teegulationsin similar zones
of othercountries inorder toenablecompanies locateith themto becompetitive
in world markets.

Enable India to become a part of global value chainsrdier to facilitate this,
componentsmported formanufacturing exported itensdiould bezeroduty rated.
India should ensuréhatit is notlimited tobeing inthelower endof global value
chainsZeroduty onimportsrequiredfor exportscanbe misusedoy suchimports
being diverted into the domestic tariff area. Therefore, much of the important
globalvaluechainintegrationshouldhapperthroughthe specialeconomiczones,
which should ideally beearcoastal areaasis thecasen China.

Export Powerhouse

A

India shouldstrive to becomeanexportpowerhouséy addressinghefollowing:

6

Enableproductionin largevolumesin orderto getbenefitsof economie®f scale.
Thiscanbedonethrough cluster zondsr products andheirancillaries.

Bring down logistics costs of infrastructure and transport. Many products are
competitive afactory gates, but not a@iort prices because of high freight costs.
Rail freight rates should be made internationally competitive by ending cross
subsidy with passenger fares. Energy and electricity costs must be competitive
with competing manufacturing countries.

Bring downcapitalcosts which arehigh comparedo competingnations. Capital
costsof exporters should bat par withthe working capital interest rates their
competitors.

Enableindustryto build requiredskills in thelabourpool.

Integrate petroleum and electricity into the goods and services tax (GST) at the
earliest. Giving input tagredit will further thecompetitivenessf exports.
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Quality Standards

A It is necessary to harmonise domestic quality standards with prevailing global
standardswhenlindiamanufacturesigh quality goodsfor thedomestianarket,it can
scale this for foreign markets as well.

Free Trade Agreements

A It is time to reexamine the costs and benefits to India from free trade agreements
(FTAS). If thecostsarefound tohaveoutweighed théenefits, thes€TAs needto be
re-negotiated. Quick market surveys should be conducted among major domestic
exporters taountries withwhich India ha$=TAs. If it is found thatthesecompanies
arenotableto exportatthe preferential tariffdout atthe mostfavoured natiofMFN)
rates thentheproducttariffs of importsfrom thosecountriesshouldalsobecalibrated
at the MFN, and not FTA, rates.

Promoting Servicesof Human Capital and Medical and Tourism

A Asindicatedearlier(Figures4, 5 and6), India hashadaservicegradesurplusandthis
hasplayedacrucialrolein bringingdowntheoveralltradedeficit. The servicessector
has enormous potential and effective policy formulation and implementation can
providehugebenefitsin thissectors. Somef thereformmeasuresre:

6

Re-imagine India's ancient ability to attract foreign students and scholars and
leverage the country's significant comparative advantages in-duiglty
education at reasonable cost. Instead of Indian students going abroad for higher
education, India hashe ability to become a hub for medical, engineering,
managemerdndsocialsciencegducation. Opportunities should tyeenedup for
private- domesticandforeign- investmenin educatiorundertheoversightof the
University Grants Commission and other regulators.

Aggressively leverage Indiat®mpetitive strengths ithe medicalsector. Indian
services must become synonymous with "highest quality at most competitive
costs".

Promote Indian services exports in health and tourism, among other sectors, by
dismantling all vestiges of visa raj. Visa on arrival from all countries, except for a
limited negativdist, mustbepromoted Visafeesshouldbekeptlow; therevenudost

from low rates would be more than made up bynanease irtourist arrival. Long

term (tenryear) multipleentryvisas should bthe rule rather thaanexception.
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Build world-class R&D capabilities iemerging and potential areas. FDI should
befully leveraged irthisareaandcollaborationdbetweenracademia andomestic
manufacturershouldbeencouragedAn aggressivapproacho patentshouldbe
adopted tgrotect intellectual property rights.

Oil and Coal Imports

A Crude oil and coal are among the top ten items of import. A focused approach is
required to reduce imports of these commaodities by switching increasingly to solar
wind and hydropower.

Agricultural Exports

A The High Level Group (HLEG) on Agricultural Exporthas stressed that it is
important to encourage agriculture exports. These have a very high component of value
addition. Even ircases of domestic price spikes there shoulthdban/control on
agriculture exports, as thisasmantifarmer policy.

A India's aspirations regarding increasing agriculture exports from US$ 40 billion to US$
100 billion are well suited tocapture theopportunity offered by global food and
agriculture trends. ThELEG estimates thahis will haveanimpact onthedomestic
agriculture market and result in meaningful job creation. The HLEG, after extensive
consultationstecommendedhatindia canalmostdoubleits agriculture exports by:

6

Prioritising twenty-two crop value chains with potential competitive advantage
andestablishighthouses isevercropvaluechains(rice, shrimp, spices, buffalo
meat, fruits and vegetables, vegetableaail wood), witha focus onthe United
States, European Uni@md theGulf andWestAsia regions.

ImplementingStateled cropvaluechainclustersdedicatedo asinglecropvalue

chain within the State. This will be designed as a comprehensive ecosystem of
producers, farmer produce organisations (FPOSs).-baginesses, financiers,
commodity boards, Union and State Governments and agencies, complemented
by countrylevel intewentions indestination markets.

Building high-quality, wellfunded Statded valuechain specific export plans that
bring all stakeholderstogether, convergeresourcesand are anchoredoy the
private sectar

'Reportat FinanceCommissionWebsite
Growing India'sagriculturalexportsthroughcrop-specific stateled plars
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0 Setting up a twgoart UnionState institutional framework with the right
governance mechanism ¢waluate, track and monitor these plans. $tete
Governments will identify clusters, attract private investors, develop and
operationalise plans while ensuring convergence of all Union and State
schemes related to agricultural exports to ensure adequate funding and provide
residual funding, whereatessary. The Uniddovernment caalso aligrwith
the State Governmentsand supporttheir efforts. It will also evaluate and
approve the plans, while providing oversight and imamisterialcoordination
and provide any additional funding.

Other Reforms

A Give 'infant industry tariffs' for emerging environmental goods like solar power
panels and modules, lithium ion and other emerging large storage batteries. FDI
policies should be kept very liberal in all emerging sectous the sector needs to
be incentivisedby having moderate tariffs support Make inndia efforts.

A Dismantle the Export Promotion Capital Goods (EPCG) scheme, since India no
longer has prohibitive tariffs on capital goods imports. This will boost domestic
manufacturing companies and avoid the ewepicing problems that were
associated with EPCG.

A Build sector and produckpecificstrategies irconjunction with export councils.
In the pharmaceuticakector, strategic security interests shouldibed to build
Active Pharmaceutical Ingredient (API) bulk manufacturing of "mother drugs"
capabilities for further pharma formulations. Indian manufacturing has scale
advantages imaccines anthis should beised tomake India thexport leader in
the world for vaccines.
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Department of Drinking Water and Sanitation

TheDepartmenbf Drinking Waterand Sanitation(DoDWS) igesponsibldor two flagship
programmestheNationalRural Drinking WaterProgrammegNRDWRP)or rural drinking
watersupply(nowrestructuredand subsumedinderJal JeevarMission) withanaimto provide
functional household taponnectionto every rural household, and the Swachh Bharat Mission
(Grameen)for sanitation.Thesubjectsof drinkingwaterand sanitationare part of the StateL.ist
oftheConstitution.

TheDepartment has played a pivotal ratelndia’'s progresgsowards SDG6 to ensure
availability of clean water and sustainable managem#onrtsanitation forall. Greater reliance
onsurfacewater forpiped watersupplyto householdsdedicatedunds forensuringpiped water
supplyin aspirational districts, making thependefecation frestatussustainablehrough
provisionof piped water supply and needgiift focusowards ODF Plus, should bgart ofthe
Department'suturestrategy.

Overall Profile of the Department

1. The Department of Drinking Water and Sanitation in the Ministry of Jal Shakti is
responsible for two flagship programmes: the National Rural Drinking Water
Programme (NRDWP)/Jal Jeevihission (JJM) for rural drinking water supply and
theSwachh Bharat Mission (Grameen) (SBBJ for sanitation.

2. The budget allocation for the DoDWS in 2620 is Rs. 22,000 crore, which is 0.71
per cent of the Union Government's total budget and 0.1 per cent of estimated gross
domestic product (GDP) (Figure 1).

Figure 1: Expenditure of Department of Drinking Water and Sanitation
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Figure 2: Schemewise Expenditure on CSS(in %, 201819)

201819

® National Rural Drinking
Water Programme

B Swachh Bharat Mission

Table 1: Expenditure on CSSby Department asa
% of Union Government Expenditure on CSS

201516 5.4
201617 6.8
201718 8.4
201819 6.2
201920 (RE) 5.8
202021 (BE) 6.3

SourceUnion Budgets
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Key Achievementsof CSS
Sanitation (SwachhBharat Mission-Grameen)

A Largescalebehaviouralchange, construction of househaldned and community
owned toilets and established mechanisms for monitoring toilet construction and
usage.

A Thirty-two States/Union Territories have begeclared ODF, asf 2 October 20109.
No State had thistatuson2 October 2014.

A Asof 6 August2019,99.86percentof rural householdshadaccesgo toilets.

Drinking Water (Jal JeevanMission)
A Asof 29July 2020, 25.17per centhouseholds$hadafunctionaltapconnection.

A Asof 19 Septembe?019,1.1 percentof rural habitations havbeenfully covered with
40 litres per capita peday (lpcd) of water supply and 15&r cent households have
been partially covered.

A Asof 19 September 2019, 188r cent of rural households have beemered with
piped water supply.

Sustainability of the decentralised drinking water and sanitation programme : Water

falls under theStatelist of the Constitution andactive participation ofStates isrucial for

the success of the mission to provide clean drinking water. In order to improve the
sustainability of resources and systems, the Government of India has embarked on an
ambitious programme of demated delivery of water and sanitation. The central
principles of the programme are:

A Local government andommunities willplan, implement, operandmanagevater
supply schemes.

A StateGovernment'solewill shiftfrom thatof serviceproviderto facilitator.

>

GramPanchayatandusergroupswill beempowered.

A Consumersvill bebroughtonboardto payfor acertainminimumlevel of servicesuch
thata portionof thecapitalcostandall futurerecurrent costarecovered.
Source:StrategyPlan of Jal Shakti, 20112022
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Key Suggestionsy the Department

A Fifty percentof the FinanceCommissiorgrantsto panchayatiaj institutionsfor water
supply and sanitation should be placed with the DoDW&S in order to achieve the
targets of JJM.

A To achieve drinking water security, DoODW&S requires Rs. 82,000 asrpart of
'sectoral allocation for infrastructure development'.

A Finance Commission grants udbanlocal bodiesshould bdinked with outcomeand
performance antdeplaced withtheMinistry of HousingandUrbanAffairs.

A Fifty percentof untied Finance&Commission grant® panchayati rajnstitutions may
beplaced withthe Ministry of Panchayati Rdpr other worksasrequirement dictates
and based ogross state domestic product. The grant of funds should be linked with
performance.

Box 1: Grants by Finance Commissions

Purpose of Grants! States (Amount of Grants in Rs. crore)

FC-XII Provision of safe Andhra Pradesh (325), Himachal Pradesh (38), Rajasthan
drinking water (150), West Bengal (600)
FC-XIII Andhra Pradesh(550), Gujarat (200), Haryana (400),

Himachal Pradesh (150), Kamataka (300), Meghalaya
(50), Rajasthan(500), Sikkim (20)

FC-XIV Sectorspecificand Statespecificgrantsnot given.

In addition, FEXIl and FGXIV recommendedhat local bodies granshouldstrengthen, among other

things, water supply and sanitation sectors.

FC-XV Grants to rural local bodies (Rs. 60,750 crore), 50 per cent basic gt 66nt tied

(FY 202021) to: a) sanitationand maintenanceof ODF status andb) supply of drinking water,
rain water harvesting and water recycling.

FC-XV Grants to rural local bodies (Rs. 2,36,805 crore). To supplement the resources
(FY 2021-26) needed to fulfil national priorities, 60 per cent of the grants to rural local bodies is
(Volume |, tied to supporting and strengthening the delivefiywo categories of basic service:
Chapter 7) (a) sanitation and maintenance of ODF status; and (b) drinking water, rain water

harvesting and water recycling.

'Specific grants recommendexhly for drinking watersupply schemegrural, urban or both) have been mentionéud addition, the grants
had also been recommended for irrigatimmemes ofor drinking watefsanitationas a subset ofarious defined purposes (wherein their
exact shares cannot be calculated)
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International Perspective

Figure 3a: - Drinking Water**
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'Datasourcedrom World Banlc Datapertaingo FY 2015afterwhichIndiahasimplementedwo flagshipprogrammesgo addressheissue.

'Safely ManagedDrinking WaterServiceslt captuesthepercentagef peopleusingdrinking waterfrom animprovedsourcethat is acessible
on premisesavailable when needed and free from faecal and priority chemical coatemirimproved water sources include pipeeten,
boreholesor tubewellsprotected dugvells, protected springandpackaged or delivered water. Basic Drinking W&erviceslt encompasses
bothpeopleusingbasic waterservicesaswell asthoseusingsafely managed ater servicesBasicdrinking waterservices islefinedasdrinking
waterfrom animprovedsourae, provided collection timé not more than thiytminutes for a round trip

Asafely Managed Sanitation Servicest captures percentagd people using improved sanitation facilities that are not shared with other
households and wheexcreta are safely disposed ofsiitu or transported and treated offsite. Improved sanitation facilities includépiush
flush to piped sewer systenrseptictanks or pit latrinesventilated improved pit latrinessompaiting toilets or pit latrinesvith slabs. Basic
Sanitation Services: The percentage of people using at least basic sanitation, gbavicesmproved sanitatiofacilities that arenot shared
with other housesThis indicator encompasses both people using basic saniteticices as well as those using safely managed sanitation

service.
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Linkage Between'Wash' Practicesand Economic/HealthOutcomes
Economicimpact

A

A

According to a World Bank study in 2011, inadequate sanitation caused India
economic lossesquivalentto 6.4 percentof GDPin 2006(US$53.8billion).

A 2016 study by Oxford Economics estimated that India lost almost 5.2 per cent of
GDPdue to poor access to sanitation.

An International Monetary Fund research study in 2017 has shown that improving
public sanitationin Indiareduceghetime spentby womenin household andhildcare

work by close to 10 per cent and increases their labour force participation by 1.5
percent.

Impact on Health

A

A study conducted in rural areas of five Indian states by the Bill & Melinda Gates
Foundation has revealed both significant reduction in diarrhoea prevalence and
improvement in nutrition among children in ODF areas as compared to otherwise
similar norODF areas. Thistudy alsandicates thamorewomenin ODFareashave
normal body massidexascompared toheir counterparts imonODF areas.

Figure 4: Annual Benefitsof 100% Toilet Usage(Rs.)

m Medical costsaverted \/Value of time savings \/Value of savedlives

A

In termsof faecalcontamination fronmumanorigin, UNICEFhasestimated thabhon

ODF villages in India are, on average, 12.7 times more likely to have their groundwater
sources contaminated, 1.1 times more likely to have their soil contaminatetiy24.6
morelikely to havefood contaminated and.48timesmore likely tohave household
drinking water contaminated.
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A According toUNICEF, onanaverage, households @DF villages saveRs.50,000a
year and that there is an additional @it benefit of rise in property value of Rs.
18,991 per house.

Challenges

A The Covid19 pandemic has underlined the criticality of the drinking water and
sanitation sector. Greater emphasis has been laid on working towards ensuring
availability of safe drinking water supply and sanitation services to protect human
healthduring all infectiousdiseaseoutbreaks. Therare, however, issudbatneedto
beaddressed.

ODF sustainability

A There is need to sustain the behaviour change of people in terms of using toilets.
Severalstudieshaverevealed thapeoplestill practiceopendefecationdespitehaving
accesdsotoilets. Thencidenceof partialusageof toiletsis high.

A Theprovisionof adequatevatersupplyto toilets,alongwith regularcleaningof public
toilets, isachallenge. Watelbbecomesscarcecommodityduringdroughts, whictare
now becoming regular. This is imperative in order to ensure that the infrastructure
created during th&JM ismaintained andised.

High costof Jal JeevanMission

A The Ministry has a large budgetary support ofeatimated Rs. 3.6 lakh crore (from
bothUnionandStateGovernments) undedJMfor providing pipedwatersupplyto all
rural households. Further, a substantial additional amount of Rs. 1.8 lakh crore is
expected tdoemobilised througltonvergence of schemes/programmes.

Water supply service levels

A TheWorking Groupon DomesticWaterandSanitatiorfor the Twelfth Planperiod(in the
erstwhile Planning Commission) had, among other things, recommended increasing
drinking water supply service levels in rural areas frontpd@ to55 Ipcd. Inaddition, a
target of ateast55 percentof rural population getting accessidlpcd by2017wasset.
However, théDepartment iget toincorporate thi$5Ipcd target irtheJJM.
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Expenditure on NRDWP

A

Though the targets stir NRDWP have not beeschieved, the budget provision for
theprogramme hatieensubstantiallyreduced bynorethanonefifth - from Rs.7,038
crore in 201718 to Rs. 5,500 crore in 204® (RE). This is less than the actual
expenditure incurred in 201%7.

Excessivereliance on groundwater

A

More than 63 per cent of rural habitations are being provided piped water from
groundwater sources. However, this will become unsustainable given the rapidly
depleting water tablan the country. Thisissuebecomes morpronounced irview of
thelaunchof theJJM, whichaimstoensurepipedwaterfor everyhousehold byp024.

'‘Dry -pipe' problem

A

Even after creating infrastructure sapply piped water tall rural households ithe
country, thenon-availability of water, especially during summer seasons, lealtl to
the 'drypipe’ problem.

Quality affected habitations

A

TheUnion Government launched tidationalWaterQuality SubMissionon Arsenic

and Fluoride in 2017 to provide safe drinking water to about 28,000 affected
habitations irthecountry by Marci2021. Thenumber of qualityaffectedhabitations

may rise substantially in the future as deeper drilling for exploiting drinking water
sourcesnay lead tawhemical contamination @fround water.

Comprehensiveand holistic approach

A

There is a need to strengthen the institutional framework for participatory ground water
management and bring about behaviouthbnge at the community level for
sustainable ground water resource management. Hence, the two Departments under the
Ministry of Jal Shakti- DoDW&S and Department of Water Resources, River
Development ananga Rejuvenation (DoWRRD&GR)should work intandem to

ensure that the JJM under DoDW&S could work towards delivering piped water supply

to everyhouseandthe Atal Bhujal Yojana(ABY) underDoWRRD&GR could focus

on thoseareaswhere the ground water is very low. The role of both the
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departments in executing and implementing the commudritsen social sector
schemes pertaining to ground water and drinking water increases manifold during
pandemics. Hence, better preparedness is required for future so that the cross
fertilization of denand andsupply takes place.

Asymmetric disseminationof information

A

During the Covidl9 pandemic, a large number of advisories were issued by various
ministries and government organisations, some being Home Affairs, Health and Family
Welfare, Housing and Urban Affairs, Panchayati Raj and the Central Pollution Control
Board It would havebeenmoremeaningful ifthere wereanodalDepartmenbr Ministry
coordinating witfeveryone inssuing suctadvisories and guidelines@teforum.

Projection on availability and needof water in India for various uses

A

The National Water Policy that is currently being revised stipulates water allocation
priorities broadly in the following order: drinking water; irrigation, hygrower,
navigation, industrial andther. Henceasmentionedearlier, theras adire needfor a
comprehensive andolistic approacho address theresentandfuture water needsf
thenation.

SuggestedAreasof Reforms

Appropriate water pricing

A

It isimperative tdix anappropriate pricéor water onagraded basis, wheremgher
consumption entails higher charges. This is necessary because inappropriate water
pricing is one of the major causes of ceploitation of water in domestic sector.
Tariffs donotgetrevisedon periodicbasis, resultingn alargegapbetweerthecostof

supply of water and the revenue collected.

More reliance on surface water

A

There is need to ensure optimum utilisation of surface water for the JJM in view of
groundwater beingverexploited idargepartsof thecountry. Further, th®oDW&S

should incentivise the creation of rainwater harvesting structures and reuse of grey
water, inorder toaugment thevailability of water. Finally, théaws/rules regarding
creation of rainwater harvesting structures nedskenforced strictly.
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Focusedintervention in 112aspirational districts

A A certain percentage afJM funds should be earmarked for the 112 aspirational
districts, preferably in proportion to their population. These districts have far lower
piped water supply coverageas of 19September 2019, it was only 8.7 per cent of
rural households againdtenationalaverageof 18.3percent. It isimportant taoring
them on par with the national average.

ODF sustainability

A Provision of piped water supply in rural households is necessary to sustain the ODF
statusof villages. Ithasbeenseernthatpeopledonotpreferusingtoiletsin areasvhere
there is no supply of water. Therefore, it is crucial to substantially enhance the coverage
of piped water supply from the current low levels of 18.3 per cent ofmateseholds.

ODF Plus

A India will soonachieve ODFstatus. The next obvious step wouldtbencourage all
aspects of sanitation, including solid and liquid waste management, faecal waste
management inaseof septictanks, overaltleanliness ofhevillagesetc.

0 The goal should be to ensure that all solid waste is segregated, collected and
treated within next five tseven years.

0 Innovative, community managed, decentralised systems shoaldopéed for
solid and liquid waste management.

0 Along with strong local ownership, such waste management systems should
have lowoperations andhaintenance costonsidering low payingapacity of
rural households.

Grants to rural local bodies

We recognise that the country's achievementthesanitation front need toe sustained

and strengthened all levels. Forthis, allthethreelevelsof government will havéo join

hands in the spirit of cooperative federalisinocal governments form a crucial link for
implementation and execution of such schemes. In view of the above and to supplement
resources of local bodies neeet thebroader objective of fulfilling national priorities, we
recommend théllowing:
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o] 40percentof thetotal grantsto bedisbursedo rurallocal bodiesshallbeuntied
andcanbeusedby themfor felt needsunderthetwenty-nine subjectenshrined
in theEleventhSchedule, excefor salariesandotherestablishment costs. The
expenditure requiretbr auditingof accountdy externalagenciesapproved by
the StateGovernmenthowever, may beornefrom thisgrant.

0 30 per cent of the total grants to be disbursed to rural local bodies shall be
earmarked fodrinking water, rainwater harvesting and water recycling.

o] 30 per cent of the total grants to be disbursed to rural local bodies shall be
earmarked fosanitationrandmaintenance ddDF status, anthis shouldinclude
management and treatment of household waste, and hexcagta and faecal
sludge management in particular.

Independent survey

A Though the verification of ODBtatusof villages isundertaken diligently by Union and
StateGovernmentsit is desirableto institutealargeindependent survethatcanoffer
a nationally representative estimate of the percentage of persons defecating (or not
defecating) in the open. This mechanism would also lend more credence to
achievements of SBNG.

Universalisationof coverageof SBM (G)

A SBM (G) provides financial incentives for the construction of individual household
latrines for all below poverty line (BPL) households and selected above poverty line
households. Sincthereareconsiderable exclusioandinclusionerrorsin identifying
BPL householdgshereis apressingheedto universalisgéhecoveragef thisschemen
order toachieve 10@er cent ODF status.

Updation of BaselineSurvey, 2012

A It is understood that only those households without toilets that were identified by
Baseline Survey(BLS), 2012, have been covered undeBM (G). Despite the
provision for updating this data, a large number of States have not undertaken this
exercise, as noted by the Comptroller and Auditor General's Audit Report on Local
Bodies and several other studies. Therefore, there is an urgent need totbhpdate
baselinedataof householdsvithouttoiletsto capturethetruepictureof ODF status.
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Needfor regulatory measuresduring times of natural disaster

A Aspointedoutearlier,coordinated regulatory measurhsing naturaldisastersould
help curbthe asymmetric dissemination of information among stakeholders working
ontheground and improve theutcome of theCSSimplemented by th®epartment.
India needgso bemoreprepared taleal withsuchemergencies/naturdisasteranda
dedicated policy is required for this.
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The Ministry of Education has the overall responsibility of expandiogess to education and
improvingthe quality of educationalnstitutions acrosthecountry.|t is alsoresponsiblefor
implementing the NationdPolicy of Educationwhile paying special attention tsconomically

and socially disadvantagegroups including women, the minorities and scheduled castes and
scheduledribes.It providesscholarshipsloansubsidyandotherfinancialassistancéo
deservingstudentsrom thedeprivedsectionof society.TheMinistry is thenodalagencyfor
internationalcooperationn thefield of educationworkingcloselywith the UNESCQand
foreigngovernmentaswell asuniversitiesto enhancesducationalopportunitiesin the
country.

India enjoysan unprecedentediemographic advantage asorethan65% of its population isn
theworking agegroup. To capitaliseonthis demographidividend,it is importantto educate
childrenandtrain themwell sotheycancontributeto thedevelopmentrocessindia spends
about 3per cent of its gross domestic productemucationwhichis muchbelowthe average of
developedcountries. Besides loimvestment, theducationsystem facegariouschallenges like
poorlearningoutcomesinadequataeachetrtraining, stifling regulatory regimetc Useof
technologygncouraging privatsectorparticipationandbettergovernanceanhelpin
bringingdesiredoutcomes.

Overall Profile of the Ministry

1. TheUnionBudget expenditure by Ministry of Educationthee year2020-21 (BE) is
estimated at Rs. 99,312 cro@ut of which revenue expenditureRs. 97,085 crore
andcapitalexpenditureis Rs2,227crore.This constitutesabout0.44percentof gross
domesticproduct(GDP)and3.26percentof thetotal Union Budget. Theexpenditure
oneducatiorasapercentagef Union Budgethasdeclinedfrom 3.75percentin 2015
16to 3.26 per cent i”02021 (BE). In terms of GDP, too, dteclined from0.49 per
cent to0.44per cent over theame period (Figure 1).
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Figure 1: Expenditure of Ministry of Education
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2. As shown in Figure 2, in 20201 (BE), the Department of School Education and
Literacy received about 60 per cent of the allocated revenue expenditure of the
Ministry, while the Department of Higher Education receivedpé®cent.

Figure 2: Revenue Expenditureof Department of School Education &Literacy and
Department of Higher Education
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3. Figure3showsthemajorheadsf expenditure otheMinistry. Inthebudgetestimates
of 202321, expenditure on Centrally sponsored schemes (C&8hagra Shiksha and
Mid-Day Meal Programme in Schoeclaccount for 50 per cent of spending, followed
by expenditure on autonomous bodies such as the Kendriya Vidyalaya Sangathan (9
percent) andyrantsto Central universities (Bercent).

Figure 3: Major Expenditure Headsof the Ministry, 202021 BE (%)

Y Samagrashiksha
v Mid-Day Meal Programme
y Grantsto CentralUniversities
ITs
5 UGCandAICTE
7 . y Others Autonomousodies
E 11

(IIM,NIT,IIT,IISER ,KVS,NVS Etc,)
y Others

Sourc® Union Budger 2020-21 202021

4. Data for 2018-19 showsthatthetotal public expenditureneducations 2.64percent
of GDP, of which States spend about 2.22 per cent while the Union Government spends
0.42 per cent. States account for the majority share of public spending on education
84 percentandthe UnionGovernment'share ionly 16percent.

Figure 4: Expenditure on Education as% of GDP
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Figure5: Shareof Expenditureby Union (MoE) and Stateson Education(%)

m Ministry of Education m All States (Net of CSS share of MoE)
100%
90%
80%
70%
60% 822 82.6 840 86.7 : 841
50% : 3 100.C g :
a0% & ‘
30%
20% = = ;_ , : |
10% — Se8 ‘17.4 r16.0 133 ‘159
0% = oo —_ _— = ——a
Revenue Capital Total Revenue Capital Total
201718 201819

Source:Union Budgetsand StateFinanceAccounts

Policy Proposalsin Budget 202021

A

A

Toensurgreaterflow of financeinto educationstepswill betakento enablesourcing
of externalcommercial borrowings anfdreigndirectinvestment irindia.

About 150higher educational institutions will start apprenticestiipbedded degree
and diploma courses by March 2021.

As partof the 'Studyin India' initiative, whichfocuseson bringing foreignstudentgo
studyin Indianhighereducationainstitutions, theGovernment wilholdthelnd-SAT
(IndianScholastic Assessmerit) AsianandAfrican countries.

In order toprovidequality education tstudentof thedeprived sectionef society as
well asthosewho do nothaveaccesso highereducationit is proposedo startdegree

level full-fledged online education programmes. This shall be offered only by
institutions whichareranked withinthetop 100in the National Institutional Ranking
framework

Inter -State Comparison

A

There are large inteéBtate variations in educational performance. The Performance
Gradingindex(PGl)developedby the Ministry of Education ir201718 showsgapsin

school education in each State. The PGI is based on seventy indicators relating to,
among other things, access, equduality, infrastructureand governancerigure 6
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showsgradingof StatesusingPGl, whereGradel is thehighestlevelandGradeV the
lowest. Arunachal Pradesh, Nagaland and Meghalaya dhe &west grade, while

Uttar Pradesh, Bihar, West Bengal, Jharkhand, Manipur, Tripura and the erstwhile
Stateof Jammu andKashmir aren thesecond lowesgrade.

Figure 6: Performance Grading Index for SchoolEducation, 201718
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Source SummarnReporton Performance Gradingndex(PGl)for StatesandUTsby MoE.

A Table 1shows thatiteracy levelsof States vary fron®1.8per cent irBihar to94 per
centin Kerala. Thepupil-teacher ratias poor inBihar, Uttar Pradesh, Jharkhaadd

Haryana. Theross enrolment rate (GER) Imgher education ithe lowest inBihar,
Assam, Jharkhand and Odisha.
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Table 1: Educational Indicators of States

State Literacy rate Pupil-teacher ratio | G enrolmentratio for
(Census,2011) (primary school) higher secondary
(Analytical Tables, education (Flash
DISE 201617) Statistics DISE, 201617)
AndhraPradesh 67 22 60.56
ArunachalPradesh 65.4 12 51.17
Assam 72.2 24 39.74
Bihar 61.8 44 28.82
Chhattisgarh 70.3 20 54.45
Goa 88.7 19 78.65
Gujarat 78 22 43.17
Haryana 75.6 25 60.78
HimachalPradesh 82.8 12 91.97
Jammu& Kashmir 67.2 10 52.91
Jharkhand 66.4 28 37.06
Karnataka 75.4 16 41.91
Kerala 94 16 79.37
MadhyaPradesh 69.3 22 47.12
Maharashtra 82.3 24 70.72
Manipur 79.2 9 64.36
Meghalaya 74.4 19 40.56
Mizoram 91.3 12 54.6
Nagaland 79.6 6 36.3
Odisha 72.9 18 40.09
Punjab 75.8 20 72.24
Rajasthan 66.1 20 60.31
Sikkim 814 4 64.22
TamilNadu 80.1 20 83.69
Telangana 67 23 50.57
Tripura 87.2 10 41.89
Uttar Pradesh 67.7 33 58.96
Uttarakhand 78.8 16 77.07
WestBengal 76.3 20 50.89
India 73 25 55.4

Source:Census 20JJ, District Information Systenfor Education (DISE)20/6-/7
Note: AndhraPradestand Telangandigurestakento be same foliteracy rate

46



Chapter5 : Ministry of Education

A Table2 showsthevariationsin averageercapitarevenueexpenditureby Stateslt can
be seen that among the NeEhast and Himalayan States, Assam, Manipur, Meghalaya
andTripuraarespending lower thatheaverage. Ithecaseof thegeneral States, Bihar,
Jharkhand, Madhya Pradesh, Punjab, Telangana, Uttar Pradesh and West Bengal are
spending lower thaaverage.
Table 2: Stateswith Below Average Per Capita RevenueExpenditure on Education (201819)

North-Eastern and Himalayan States with General States with per capita spending

per capita spending less than NEH Statedess than average of general States of

average of Rs. 5,970 3,267

Assam Manipur,MeghalayaandTripura Bihar, Jharkhand Madhya Pradesh Punjab.
TelanganaUttar PradestandWestBengal

Source:StateFinanceAccounts,Projectedpopulationby Central StatisticsOffice (CSO)
Relationship betweenExpenditure on Education and Outcomes

A Figure 7 shows that there is a broken link between expenditure on education and
educational outcomes. Highexpenditure mayot necessarily show improvement in
learning outcomes. Dr. Karthik Muralidharan, Tata Chancellor's Professor of
economics at the University of California, San Diego, in his presentation to us, has
shown that between 20@® and 201415, per pupil expenditureof elementary
education increased from Rs. 6,000 to Rs. 19,000. However, the percentage of children
in ClassV whocouldreadaClassll leveltextactuallydeclinedoverthesameperiod.

Figure 7: Relation betweenExpenditure and Education Outcome
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Source: Ministryof EducationStatistics2008 to 2018{Jnified District InformationSystenfor Education(UDJSE);
LearningOutcomegASERrendsovertime)
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Gender Parity in Education

A The gender parity index (GPI), based on the gross enrolment ratio, shows female
participation at all levels of education increasing. Figure 8 shows GPI in higher
education increasing from 0.74200910 t00.92in 201516.

Figure 8: Gender Parity Index in Higher Education
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Source:Education Statisticsat a Glance2018 Ministry of Education
International Perspective

A When compared with other countries, India,awerage, fares poorly in
termsof literacy rateandmeanyearsof schooling. However, thasmade
progress inermsof GERandpupil teacher ratio.

Table 3: Global Comparison in Key Education Indicators (2015)

Indicators India Bangladeslt China Russia South United United

Africa Kingdom States

Literacy rate (%) 734 | 92952 |99.64° 99.71° | 98.96

Mean yearsof schooling 5.30| 6.062 | 7.33°% | 11475 1013*| 1316° | 13.41"
GER - primary (I toV) (%) 99.2 | 120.4 | 104.1| 100.5| 9972 108.7 | 100.2
GER - lower secondary(VI-VIII) (%) 928 83.4 99.1 | 101.0| 97.13| 11271 | 1021
GER- tertiary(%) 245 | 134" | 434 | 804 | 19.42 | 565' | 858
Pupil-teacher ratio (primary) (%) 23 36.1 16.3 | 19.8' | 33.6' 17.4 151

15.3' 14.8'

Pupil-teacher ratio (lower secondary) (%) | 17 36.9? 12.5

Source: Education Statistics atGlance 2018, Ministry of Education, and UNESCO
Institute for StatisticJUIS)

Note:A-,_.xyearsbackof 2015 thevaluewasA

A+x_.x years ahead of 2015, the value is A
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India's public expendituref 2.64 per cent of GDP is much lowidsan in advanced
countries likehe United States, United KingdorandSouthAfrica.

Figure 9: Public Expenditure on Education (% of GDP)

2.64*

386
l . I

ndia Bangladesh  Sri Lanka Russia South Africa

Source EducationStatisticsata Glance,2018,Ministry of Education
Note: Thisfigureis from FinanceAccounts, 201819, for Statesand Ministry of Educationcombined.

Education Grants by Previous FinanceCommissions

A

In the pastgrantsfor education haveeengivenby FC-XII andFC-XIIIl. FC-XII gave
equalisation grants aggregating to Rs. 10,172 crore for education to Assam, Bihar,
Jharkhand, MadhyBradesh, Odisha, Rajasthan, URaadeslandWestBengal. FC

Xl recommendedRs. 24,06&rorefor theSarvaShiksha Abhiyan tall States.

Recommendationdy FC-XV in Report for 202021

A

A

Incentives for education: Though education is a key area for harnessing the
demographidividend,thelearningoutcome®f schoolchildrenremainabysmalgven

after achieving 100 per cent gross enrolment at primary levels. Another area that
concerns us the most is the low ratio of girls transitioning from upper primary to
secondary level of education. Education of girls is a critical determinant of age of
marriage, agef first pregnancytotal fertility andchild healthand nutrition.

Consideringhis,we mayconsidetintroducingfinancialincentivesor bestperforming
States inermsof incremental change afew focused indicators whictorm asubset

of the PGl of the Ministry of Education. During 202@, the Ministry and th&tate
Governments should prepare Statise targets based on these indicators and take
actionsothat theycanavail incentives from 20222 onwards.
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National Education Policy (NEP) 2020
|. School Education

a. Early childhood education: Over 85 per cent of a child's cumulative brain
development occurs prior to the age of six, indicating the critical importance of
appropriate care and stimulation of the brain in the early years in order to ensure
healthy brain development and growth. Reusmg this, the NEP states that 'universal
provisioning of quality early childhood development, care, and education must thus be
achieved as soon as possible, and no later than 2030, to ensure that all students entering
Grade 1 are school ready'. For wersal access to early childhood caneleducation
(ECCE), anganwadi centres wiléstrengthened withigh-quality infrastructureplay
equipment, andvell-trained anganwadi workers/teachektso, it is envisagedhat
prior to theageof five, everychild will moveto a "preparatory class" or "Balavatika"
(that is, before Class 1), which has an EC@Elified teacher. The learning the
preparatoryclassshall be basedprimarily on play-basedlearning with a focus on
developing cognitive, affective and psychomotor abilities and early literacy and
numeracy. Thémpactof malnutrition onthedevelopmenbf the brain,andhence on
early education, is significant and thus nutrition and learning are inextricably linked.
Hence,underthenewNEP,themidday meaprogrammaewill beexpandednd both a
nutritious breakfast and a midday meal will be provided teppireary and primary
school students.

b. Foundational literacy and numeracy: Speciakattentionwill bepaidto earlylanguage
andmathematics iraded-V. ThePolicy aimsto ensure thagverystudentin Grade
V andbeyond musachievefoundationalliteracyandnumeracy by 025.

c. Curriculum and pedagogy: A new developmentally appropriate curriculum and
pedagogical structure for school education based on principles of brain development
andlearninghasbeendevelopedbased ora 5+ 3 + 3 +4 design.This will replace the
existing 10+2 model. There will be equal emphasis on all subjedsience, social
sciences, art, languages, sports, mathematiwgh integration of vocational and
academistreamsn school.Curriculumandpedagogy wilbetransformed by022to
promote skiltbased, and minimise retesed, learning.

d. Universal access:The Policy aims to achieve 100 per cent GER for all school
education by 2030 through various measures.

e. Learning outcomes: Census assessments to be started at key st&jasses Il, V
and VIl to track achievemenbf essentialearning outcomes.Assessmenof core
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concepts and knowledge, highender skills and itepplication in realife situations
will be done instead of rotiearning. Atbased software will based tchelptrack the
progress ostudents t@nable them tmakeoptimal careechoices.

II. Higher Education

a. A newvisionandarchitecturdor highereducatiorhasbeenenvisageavith large,well-
resourced, vibrant multidisciplinary institutions. Even engineering institutions, such as
[ITs, will move towards more holistic and multidisciplinary education with more arts
andhumanities. Studentsf artsandhumanities willaimto learnmorescienceand all
will makeaneffort to incorporate moreocational subjectand softskills.

b. The Policy recommends that by 2040, all higher education institutions shall aim to
become multidisciplinary institutions, each of which will aim to have 3,000 or more
students. Thershall, by2030, beatleastonelargemultidisciplinaryhighereducation
institution in or near every district. The aim will be to increase the GER in higher
education including vocational education fr@& 3percentin 2018to 50 percentby
2035.

c. The regulatory system of higher education will ensure that the distinct functions of
regulation accreditationfunding, andacademistandardsettingwill beperformed by
distinct, independent and empowered bodies. Four independent verticals within one
umbrella institution of théligher Education Commission of IndiEIECI) will be set
up: National Higher Education Regulatory Council (NHERC), Natioketreditation
Council (NAC), Higher EducationGrantsCouncil (HEGC) and General Education
Council (GEC).

d. A National Research Foundation (NRF) vii#setupandits overarching goabill be
to enableacultureof research tpermeate through our universities.

[1l. TeacherEducation

Teacher preparation programmes will be rigorous and will take place in vibrant,
multidisciplinary higher education institutions. The fguar integrated staegpecific,
subjectspecificBachelor ofEducationofferedat multidisciplinaryinstitutions would bé¢he
predominant way of becomingeacher.

IV. Vocationaleducation

This will be an integral part of all education and the Policy aims to provide access to
vocational education tatleast50percentof all learners by2025.
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V. Adult Education

The Policy aimsto achievelO0Opercent youthandadultliteracy by 2030.

VI. Promotionof Indian languages

ThePolicy will ensurghepreservation, growtrandvibrancyof all Indianlanguages. The
mediumof instructionupto GradeV, andpreferablytill GradeVIll andbeyond,will bethe
home language/mothéongue/local language.

Key Proposals ofMinistry to FC-XV

A Either ring-fenceacertainpercentage (abo@0 percent)of thefundsdevolvedto the

Statedor schooleducation oconsider alearaward tothe Statedor implementation
of theRightto Education Act, 2009, otihelinesof the FC-XIII.

Grantsmaybegivenfor incentivisingthe performance oStatesonachievemenof pre-
specified outcomes, for example, using B@I.

Departmenbf SchoolEducatiorandLiteracygavearevisedmemorandunindicating
requirement of Rs. 6.24 lakh crore for five years (20@21to 202526) and the
Departmenbf HigherEducationsubmittedarequiremenbf Rs4.01lakh crorefor the
sameperiod.

Initiatives to Dealwith Fallout of Covid-19 Pandemic

A

In March, StateGovernments acroseecountryshutdownschoolsandcollegesasan
immediate measure siop thespread of th&€ovid-19 pandemic. Closure of schools
anduniversitieswill notonly haveashorttermimpactonthecontinuity oflearningfor
students but will also have faeaching economic and social consequences. The
Government tookeveraimeasures tdealwith thepandemic.

Technology-driven Online Education

A

SWAYAM PRABHA directto homechannelsverestartedtio supportandreachthose
who do not have access to the internet. Three channels were already earmarked for
school educatioandanother twelvehannels areo beadded.

Provisionwasmadefor thetelecasbf live interactive sessions wittkpertsover Skype
onthese channels.

The Ministry of Educationcoordinatedwith StatesGovernmentgo shareair time (four
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hours daily) othe SWAYAM PRABHA channels tdelecast their education related
contents.

A 200newtextbooksaddedto e-Paathshaalaortal for onlineeducation.

Technology-Driven Education with Equity

A PM eVIDYA, a programmédor multi-mode access to digital/online education, was
launched. It included:

0 DIKSHA for schooleducationin States/UniorT erritoriesthathase-contentand
QR-coded energisedextbooks for all grades (One Nation, One Digital
Platform).

0 Extensiveuseof radio,communityradioandpodcasts.
0 Specialecontenffor visually andhearingimpaired.

0 Universitieswere permittedto start onlinecourses.

Challenges
Challengesposedby Covid19

A Educationalinstitutions closed down ithe second week of March 202¥en before the
lockdown was imposed. All examinations and evaluations got postponed. This has
hampered learning by students, especially those who do not have access to online
education.

Poor learning outcomes

A While accesso basiceducatiorhasbeenachievedwith 100percentgrossenrolment
atprimary levels, learning outcomes have remained very low.

A According toAnnual Statusof EducationReports(ASER) Survey, only27.3 percent
children in Class Il can read Class Il text and only 28.2 per cent children can do
subtraction.

A Subscale schools and high teachers' vacancies combined with teacher absenteeism
leadto poorlearningoutcomesandlow effectivenes®f anygovernmenintervention.
Aboutfour lakh schoolshavelessthanfifty studentsaccordingo NITI Aayog'sindia
Three Year ActiomAgenda. Further, these schools hawty oneor two teachers, no
supporting staff and poor infrastructure.
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Low investmentin education sector

A Variouscommitteeson educationstartingwith the EducationCommissiorchairedoy
D.S.Kothariin 1966haverecommendedhatexpenditureon educatiorshouldbe6 per
cent of GDP. However, as of 2018, the Union and State Governments together
spent only 2.69¢ercentof GDPoneducation.

A Bulk of the enrolment in higher education is handled by State universities and their
affiliated colleges. However, ttgrantsthattheseuniversities receivareinsufficient
compared to their task. Nearly 65 per cent of the University Grants Commission
budgetis utilisedby Centraluniversitiesandtheir collegeswhile Stateuniversitiesand
their affiliated colleges gainly the remaining 3per cent, according tine Standing
Committee ortHuman Resource Development chaired by Dr. Satyanarayan Jatiya in
February 2017.

A Resourcesor highereducationarethinly spreadout.

Teachers' training

A StateCouncilsof EducationaResearctandTraining (SCERT)andDistrict Institutes
for Education and TrainingDIET) are understaffed and lack skills like curriculum
design or assessment design and analysis.

A Evidenceshowsthatalargenumberof teachersn primary schooldackthedesiredskills.

Regulatory issuesn schooleducation

A Stifling regulations haveactedasbarriersfor entry of privateplayers intheeducation
sector. Some of these are:

0 The registratiorof schoolsis subject torequirements of maintaining minimum
financial requirements and infrastructure. Some of these conditions sound
unreasonable arm@sultin afew players monopolising theector.

0 Variouspermissions neetb besoughtfrom different publicinstitutions. These
are Statespecificand not uniform.

0 Most of theStates grant permission or issueafgection certificates only to nen
profit entities.

0 Private unaided schools do rave freedom tdetermine their own fee structure.
Thisis subjectto assessmeriiy Stateauthoritiesto ensure reasonableneddees
andshowthatit doesnotleadto profiteeringandcommercialisation.
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Low grossenrolmentrate in higher education

A InIndia, the GER irnigher education has more thdoubled over a period of eleven
years- from 9per cent ir200203 to24.5 per cent i201516. However,this is still
fairly low ascompared tmthercountries suclasthe United Kingdom andhe United
States.

Table 4: GER in Tertiary Education

(percent)

India  United United Bangladesh  Sri China Germany South Africa
(2015) Kingdom States (2014) Lanka  (2015) (2015) (2013)

(2015)  (2015) (2015)
245 | 565 | 85.8 13.4 198 | 434 | 683 19.4

Source UNICEF
Lack of employableskills

A Indiahasoneof thelargestyouthpopulations irtheworld. Estimatesuggesthatonly
2.3 per cent of Indis workforce has undergone formal skill training compare@@o
per cent infSouth Korea, 8@er cent inJapan, 75 per cent {(Bermany, 68 per cent in
the United Kingdom and 5@ercent inthe United States, according to NITI Aayog's
Three Year Action Agenda, 2048 t0201920. Hence, there mhugegap between
thedemand and supply of skills.

Regulatory issuedn higher education

A Currently, foreign educational institutions are not permitted to establish an independent
campusn Indiafor thepurposeof degregorogrammesAs asteptowards liberalisation
of the heavily regulated highezducationsector, thdJnion Government had, on 10
September 2013, issued a press release informing various stakeholders about its
proposal toallow foreign universities t@etup campuses ifnndia as nofor-profit
companies (without having to collaborate with domestic educational institutions).
However, no action has been taken on this front as of now. A bill tiiiée Foreign
Educational Institutions (Regulations of Entry and Operations) Bill, 2010, was
introduced in Parliament to regulate the entry and operations of foreign educational
institutions inindia. However, theill lapsed ir2014. Currently, thenly wayaforeign
educationalnstitutioncanenter thesectoris by collaboratingwith Indian institutes.
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A The higherducation sectds regulatecby amultiplicity of regulatoryagencies, with
overlapping mandatesUniversity GrantsCommissionfUGC), All India Council for
Technical Education (AICTE) angrious professional Councils.

A Highereducationalnstitutionslackautonomy.

Teachers' vacanciesin higher education

A TheStandingCommitteeon HumanResource Developmehaspointedto theextentof
vacancies in higher education. Out of the total sanctioned teaching posts in Central
universities,therearevacancies o085 percentfor professors46 percentfor associate
professors and 26er cent for assistant professors.

Accountability and performance of teachers

A At present, there is no mechanism for ensuring the accountability of professors in
universities and colleges, unlike floreign universities where the performance of the
college faculty igvaluated by their peeamdstudents.

SuggestedAreas of Reforms
Build resiliencein India's public educationsystem

A In the light of the Covidl9 pandemic, it is necessary to design an amalgamation of
digital and physical classes curriculum. ditsure thathildren do nosuffer because
of closure of schools, every school must have an information and communication
technology(ICT) labandsmartclassroom. Underprivilegechildren should bgiven
pre-loaded devices.

Private sectorin educationshould be seenasa partner and not a competitor

A The government alone may not be able to fill the huge resource gap in education.
Hence, private investment, including foreign direct investment, needs to be
encouraged. Th®llowing reforms may bendertaken:

0 Onerous requirements like minimum infrastructure, especially land, other

financialrequirementandmultiple approvaldrom variousauthoritiesshouldbe
rationalised.

0 Foreignuniversitiesshouldbeallowedto runindependent campusesindia, as
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it will help meet the demand for higher education, increase competition and
subsequently improve standards of higher education. Their operations may be
controlledby law. Thiswill alsoreducethenumberof studentgjoingabroadfor

higher studies.

0 Publicprivate partnership (PPP) models could also be explored where the
privatesectoradoptsgovernmenschoolswhile beingpublicly fundedonaper
child basis.

Bring in reforms to improve learning outcomesin schools

A

A

Attaining foundational literacandnumeracyfor all childrenshould become theore
target forStates.

State Governments need to work towards havimgctional schoolswhich have
minimum size, adequate teachers and basic infrastructure.

There should béocus onfoundational learning. There is compelling evidence that
childrenwhofall behindin basicliteracy andnumeracyskills in earlygradesmaintain
analmostflat learningcurvelater because thmaterial being taught classmovespast
theirleveland theyhavenoway of catching up.

It is necessary to develop and establish an integrated foundational curricular and
pedagogical framework, and corresponding teacher preparation, for the critical
foundational stage of ehild's development.

Large-scaleteacherrationalisation is needed, thas moving teachers froraurplus to
deficit schools, restructuring complicated teacher cadres, and increasing investments
inteacher recruitment throudtetterplanning andnorestringent processes.

Improve skill setsof primary teachersand teacherattendance

A

T

The Ministry should work towards bringing pay parity between private and
government schools.

Performancéasedpay shouldbeintroducedin orderto reduceabsenteeism.
Contractuahiring of theteachingstaff shouldbediscouraged.

Monitoring and assessmendf teachersshould be done using MIS (management
information system).
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Useof technology

A MIS needs to be put in place by all States which can have information like teacher
attendanceenrolmentataandlearninglevels.It mayalsocontainfeedback. Thigan
become dasisfor making policy decisions.

A Basedupontheinformationfrom MIS, atargetedapproacttanbefollowed wherethe
schools at the bottom on certain parameters can be identified and resources may be
accordingly bedevolved.

A All out-of-school childremeed tobe mapped digitally irorder tobring them back to
school.Similar systemneedgo bedeveloped forulnerablechildren. Thedatashould
be fed into aentralised database.

Restructure vocational education courses

A To capitaliseon the demographic dividend, it is important to educate the youth and
train them well for thgob market. Courses fanhancing employability and closing
thegapbetween jobmarketand postgraduatiorcourses should kaone.

A Needf thejob marketshouldbeassessednnuallyandvocationalcourseshouldbe
re-oriented.

A Norms/standardand/oroutcomebasedcertification forinstitutions thafocuson skills
andtradesclosely tiedo employment shoultdeestablishe@ndpromoted.

A Courses which will sehigh demand from the public sectortime near future (public
health workers, foundational skills teaching, nursing and paramedics) should be
promoted.

Promote autonomouscolleges

A Moreestablishedollegesshouldbebroughtundertheautonomousgollegesschemén
order totakethemout of thecentralised contrabf theuniversity theyareaffiliated to
and provide greater flexibility in academic matters. Such colleges should be
encouraged tadopt higher levels of transparency

Encourageinnovative financing mechanisms

A Mobilisation of funds for State universities should be explored through other means
suchasendowments, contributions fromdustry andalumni.
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Setup a new regulatory body for higher education

A There needs to be an overarching regulatory body which can subsume the multiple
existingregulatorybodies.Suchabodywould beresponsibléor monitoringstandards
andlicensingaccreditation bodieis thesector. Rationalising th®lesof professional
councils is important.

Encourageincreasedinflow of foreign students.

A Systematic branthuilding, marketing, social media and digital marketing campaigns
should be adopted to increase the intake of foreign students. Exchange programmes
with foreign universities need to be enhanced. This will not only help attract foreign
stucentsto theuniversities\which will helpearnforeignexchangeputalsoencourage
Indianstudentgo study withinthecountry (which willsaveforeignexchange).

Setup a digital systemof performance audit/rating of professors

A This should be based on tfeedback given by students and colleagues. Other inputs

like research papers, publications by teachers should be taken into account in the
performance auditing.

Encourageand promote research

A TheMinistry should promote collaboration between higeducational institutes and
topinternationalnstituteslt couldalsoexploreestablishindinkagesbetweemational
research laboratories and research centres of top global institutions as this could
promote better quality and collaborative research outputs.

A Productive academic cooperation shouldeheouraged ithe areas of joint research
projects, exchange of faculty and studejuiisit degrees etc.

A Visits and longterm stay of top international faculty in Indian institutions to pursue
teaching and research, visits of Indian students for training and experimentation in
premierlaboratories worldvide andinternational conferences shoulddreouraged.

Start a National University on Agriculture

A The Ministry may consider starting a national university on agriculture. This could
promote faircompetition among thexisting agricultural universities.
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FC-XV recommendations inits final report

A School Education:A prime area of concern in the field of education is the poor learning
outcomes of school children which exist even after 100 per cent gross enrolment at
primary levels. Also, there are issues relating to equity and access outcomes. We have,
therefore, reemmended incentive grants of Rs. 4,80@refor Stategoimprove these
outcomes oschooleducatiorusingthePGl.

A Higher Education: State Governments across the country shut down schools and
colleges as an immediate measure to stop the spread of the-XCop@hdemic.
Closure of schools and universities will not only have a dleom impact on the
continuity oflearningfor students buwill alsohavefar-reachingeconomicandsocial
consequences. Hence, this has prompted us to provide a grant (Rs. 6,143 crore) for
technologyrelated solutions for higher education to promote learning thr&igh
channelsaandonlinemodules. Theres alsoadearthof professionatoursesn regional

languagesthuscreatinga hindrancefor manycomingfrom ruralareasThus, wehave
also recommendedrants for this purpose.
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The Ministry of Environmerdind Forest and Climate Changettee nodal agency ithe Union
Governmentor overseeing the implementatiofindia’'s environmerandforest policiesand
programmeselating toconservatiorof thecountry's natural resources and preventiord
abatemenbf pollution. While implementinghesepolicies andprogrammesthe Ministry is guidedby
the principle of sustainabléevelopmentThe Ministryis also the nodahgencyfor various
international and regional groupings/alliances environmentrelatedissues.

Forests areghe greerlungs ofthenationand provide various ecologicaservices like clean air,
water and maintenance of sailoisture regime by checkirgpil erosion etc. Forests maintain
environmentalstability and ecological balance. Natural forests, watkast variety of floreand
fauna,are hubsof biodiversity.Healthyforestecosystemsare necessaryor reversalof land
degradationinthecountry.

DatafromtheNational Air Monitoring Programmerevealthat particulate mattersfar exceedhe
permissible levelat many locationsparticularly in urbanareas. Theroblemof air pollutionis
complicated by the multiplicity and complexity of sources of pollution (industries, automobiles,
generator setsjomestic fueburning, roadsidedust, construction activities, among others). The
issueof air quality isdirectly linked toSDG 7 of affordable ancclean energyand SDG 13 of climate
change Whilethe shareof renewables itiotal powergeneration hasncreasedfrom6 percentin
201415 t010 percent in 201819, India still needs investment in renewable eneiggia also
needdo givea major pushoelectric vehicles.

Overall Profile of the Ministry

1. The Ministry of Environment and Forest and Climate Change (MoEF&CC) has the
responsibility of overseeing the implementation of India's environment and forest
policiesandprogrammesThebroadobjectives otheMinistry are:

A Conservationrandsurveyof flora, fauna,forestsand wildlife

A Preventiorandcontrol of pollution

A Afforestationand regeneratiorof degradecdareas

A Protectionof environment,andensuringthe welfare of animals.

2. Theseobjectivesarewell supported by setof legislativeandregulatorymeasures. In
addition, aNationalConservatiorStrategyandPolicy Statemenbn Environment and
Development, 1992, National Forest Policy, 198®&,0dicy Statement oAbatement
of Pollution, 1992anda National EnvironmenPolicy, 2006,alsoguidetheMinistry's
work.
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3. TheMinistry isbroadlydivided intothreedivisions- Establishment:znvironment and
Forest and Wildlife.

4. TheNationalCompensatory AfforestatiofundManagement anBlanningAuthority
(CAMPA) was constituted in 2009 primarily to lay down guidelines for and to
monitor/assisEtateCAMPA and resolve angontentious issugbatmayarise.

5. The Union Budget 0f202@1 allocated Rs. 3,108 ore tothe MOEF&CC. This is0.1
per cent of the Union Government's total budget for Z2P@nd 0.014 per cent of
estimated gross domestic product (GDP). The-yese allocation of the Ministry is
given in Figure 1.

Figure 1: Expenditure of MOEF & CC

3750 0.140
0.115 0.123 0,095
3000 : \‘“?ﬂ_\ 005047 020
2658
2627 259] 2586 75 2611 L 0102 0.100
0.083 2278 2237
2250 0.080
1521 1477
1500 0.060
0.040
750 0.011 0.015 0.015 0.014 0.013 0.014 0.020
44 4l 36 46 47 158
0 — — — — — T 0000
201516 201617 2017-18 2018-19 2019-20(RE)  2020-21(BE)
LIS : Total Expenditure in Ra. Crove LIS : Revenue Expenditure in Rs. Crore
o LHS : Capital Expenditure in Rs. Crore RHS : Total Expenditure as a % of GDP

s R HS : Total Expenditure as a % of Total Union Budget

Source: Union Budget and CSO

6. There has been a decline in the proportion of expenditure on Centrally sponsored
schemes (CSS) and other Central sector schemes in recent years. However, the
proportion ofexpenditure olentralsector schemes haghibited aising trend.

Figure 2: Head-wise Expenditure (%) of MOEF&CC
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M Establishment expenditure M Central sector schemes/projects
[ Other central sector expenditure O Centrally sponsored schemes

Source: Union Budget
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7. The Ministry's expenditure oBentral sector schemes as a percentage of total Union
expenditure otheseschemes haseenin therangeof0.10-0.12percent. Expenditure
onCSS as a percentagétotal Union expenditureon CSS was in the range oR6-
0.33percent.

Table 1: Central Sector& Centrally SponsoredSchemes

2015-16  2016-17 2017-18 2018-19 | 2019-20 (RE) | 2020-21 (BE)
MOEF&CC expenditure on Central (.12 0.12 0.11 0.10 0.11 0.12
sector schemesasa % of total Union
expenditure on Central sectorschemes
MOoEF&CC expenditure on CSSasa% 0.28 0.33 0.33 0.33 0.25 0.27
of total Union expenditure on CSS

SourceUnion Budgets

8. TheMinistry monitorsonly oneCSSof Environment, Forestry andildlife. Scheme
wisespending foiCentralsectorschemes foyear201819 (in percentage) idepicted
in Figure 3.

Figure 3: Central Sector Schemeof MoEF & CC

m Environmental Knowledge and Capacity Building

m National Coastal Management Programme

1%
L 23%

m Environment Protection, Management and Sustainable
Development

Decision support System for Environmental Awareness, Policy,
Planning and Outcome Evaluation

H Control of Pollution

Central Pollution Control Board and StatePollution Control Boards

A Under theprovisions of théVater (Prevention &ontrol of Pollution) Act1974, the
Union Government constituted the Central Board for the Prevention and Control of
Water Pollution or23 September 1974. Th@entral PollutionControl Board (CPCB)
hasbeenentrusted with theadded responsibilitgf control of air pollution since May
1981under theprovisions of theAir (Prevention an@€ontrol of Pollution) Act, 1981.

The enactment of the Environment (Protection) Act, 198ich is the umbrella
legislation for theenforcement of measures for thtection of theenvironment and
several notifications of Rules under the Act, widened the scope of activities of the
CPCB

A The CPCB has been playing a key role in the abatement and control of pollution by
generatingcompiling and collating data, providing scientific informatieendering
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technicalinputsfor theformulationof nationalpoliciesandprogrammes, trainingnd
developmenbf manpowerandthroughactivitiesfor promotingawarenesatdifferent
levelsof thegovernment and theublic atlarge.

A National Water Quality Monitoring Programme: Under this programme, the
CPCB, in association with the State Pollution Control Boards (SPCBs)/Pollution
ControlCommitteeqPCCs) regularlymonitorsthewaterquality of aquaticresources
across theountry through a network of 3,500 monitoring locations: 1,82%ivers,

473 on lakes/ponds/tank$2 on creeks/sea water/coastahters, 53n canals, 52n
drains, 5@nsewagdreatment plants, 1énwater treatmenplantand989onwells.

A National Ambient Air Quality Monitoring Programme: This nationwide
programmas executedy the CPCB.Presently therare731operatingstationsan 312
cities/towns intwenty-nine Statesndsix Union Territories.

National Clean Air Programme

A TheNationalCleanAir ProgrammeNCAP) is afive-yearactionplanwith 2019asthe
first year.

A The tentative national level target of-30 per cent reduction of PM2.5 and PMIO
concentratiorby 2024is proposedunderthe NCAP, with2017asthebaseyearfor the
comparison of concentration.

A The approach includes collaborative, musitiale and crossectoral coordination
betweertherelevant Uniorministries, Stat&overnments ankbcal bodies.

A TheSmartCities programme willbe usedto launchthe NCAP in theforty-threesmart
citiesfalling in thelist of the102 nonrattainmentities.

A Otherfeaturesof theprogramme includ@creasinghe numberof monitoringstations
(includingrural monitoring stations) technologysupport,emphasionawarenesand
capacity building initiatives, setting up of certification agencies for monitoring
equipment, source apportionment studies, emphasis on enforcement and specific
sectoral interventions.

India and RecentInternational Commitments

A India has formally joined th€limate & Clean Air Coalition (CCAC), becoming the
sixty-fifth country tojoin the partnership.

A India will work with CCAC membercountriesto adoptcleanerenergy,sustainable
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productionandconsumptiorpatternsandenvironmerdfriendly transportagriculture,
industry andvaste management ppomote cleamir.

In 2015, India initiated the International Solar Allianceglabal coalition of nations
tackling climate change by leveraging the power of solar enerd¢paslincreased its
vehicleemissionsstandards t8S6, which issimilar toEuro6 standards. 12017, the
Union Government announced that from 2030, all new vehicles sold in the country
would be powered by electricity.

Thenationalcommitmenipledgedn the ParisAgreementUnited NationsFramework
Convention orClimate Change (UNFCCC), R015 was:

o] To have40 percentof powergeneratedrom renewable resourcdsy 2030. Itis
noteworthythatcurrentlyIndia hasoverachieved théargetandis well ontrack
to ensureghatmorethan50 percentof installed powegeneratiorcapacity will
come from renewable sources by 2030.

o] Toreduceheemissionntensityof theeconomyby 33-35 percentby 2030from
2005levels.

0 To create additional carbon sink of Z35billion tonnes of CO2 equivalent
through additional forest and tree cover.

India's Post2020 Climate Goals

A

India submitted its Nationally Determined Contribution for the {820 period to
UNFCCCon2 October 2015, outliningheclimateactionsit intendsto takeunderthe
Paris AgreementThe key action points are:

0 To put forward and further propagate a healthy and sustaimabteof living
basedontraditions andraluesof conservation anchoderation.

o] Toadoptaclimatefriendly andacleanempaththantheonefollowed hithertoby
others atcorresponding levedf economic development.

0 To abideby thecommitmentsof the ParisAgreement.

o] To create an additional carbon sink of-3.%®illion tonnesof CO2 equivalent
through additional forest and treever by2030.

o] To better adapt to climate change by enhancing investments in development
programmes in sectors and areas vulnerable to climate change, particularly
agriculture, water resources, health and disaster management as well as the
Himalayan region and coastagiens.
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0 To mobilise domestic and new and additional funds from developed countries to
implement the above mitigation and adaptation actions to meet any resource gap
that emerges.

O To build capacities, create a domestic framework and international architecture

for quick diffusion of cutting edge climate technology in India and for joint
collaborative R&D for such future technologies.

Inter-State Comparison

e  Million-Plus cities have been experiencing high pollution rates in the recent years. This
is risking the life of the high population concentrated in these areas.

Figure 4: Top 25 Million-Plus Cities with PM,, Levels Exceeding NCAP Norms
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® Both FC-XIV and FC-XV have taken forest cover as an important criterion for

devolution. Figure 5 indicates both the present stock of forest area in 2019 and
proportional increase over 2017.

el -

. 6.0
85
80
80 74 75 75 76 4.0
60 2.0
40 28 ' 0.0
- g 17 18 18 19 20 20 53
il .
o=-_--_a'_l!!!!!!!!!________________.4,0
3 a2 c = & 3 P & w8 £ £ 2 2 E £ E & B 5 &8 £ E
XSS CBESRUEE RN EERSERREEEERE
§22E3"3EES5 <S¢t Z E3fgv2 S §E5EEZ
T ) a 2 § E = & 3§ g e £ =2 ¥ o =
= s £ ¢ 2 § 2 5 ¢ w = £ = £ =
- 22 £ = T £45 5 5 &
E = 3 g 2
£ < = E 3
= T 3

e LHS: Forest Area as a proportion to total geographical area(2019) enggRHS: % Change in Forest area in 2019 over 2017

Source: Forest Survey of India Report 2019

66



Chapter 6. Ministry of Environment~orestand Climate Change

International Perspective

A ChinatheEuropearUnion,theUnited Statesandindiaarethetop contributorso CO2
emissions, accounting f&i7 percentof theglobal worldemissions.

Figure 6: Top Ten Contributors to CO, Emissions(kt) (2014data)
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Source:World Developmentndicators, World Bank

Note: Carbondioxide emissionsarethosestemmingfrom the burningof fossil fuelsand the manufactureof cement.
They include carbondioxide producedduring consumptiorof solid, liquid, andgasfuels andgasflaring.

A India'sCO, emissionsarelow ascomparedo othermajoreconomies, buhetrendhas

been going up in recent years.

Figure 7: CO, emissions- India and Major World Economies
(metric tons per capita)
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A Comparedo other worldeconomies)ndiahasonly 1.77 percentof theworld'sforest
area. Russia, Brazil, Canada and the United States have a major proportion of the
world's forest area.

Figure 8: Forest Area asProportion of World Forest Area (2016data)
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Note: Forest area is land under natural or planted stands of trees of at least 5 meters in situ, whether productiveé or not, a
excludes trestands imagricultural production systems (fekample, iffruit plantations and agroforestry systems) and
trees inurban parks and gardens.

Box 1: Grants by Finance Commissions

| FC-XII |

Observation | Grants Proposed

Forestsarenationalwealth andthecountryasawholehas Recommendedjrantsof Rs 1,0001
aresponsibilityin preservingt. crorefor maintenancef forests
a) Forest grants are a reward for contributing to Recommended grants of F
ecologyandbio-diversity ofindia, as well accompensatiol 15,000 crore. (Rs5,000 crore
to States fothe opportunitylosson accountbof keeping eachfor forestsincentivefor grid-
areasunderforests. connectedenewablesnergyand
watersectormanagement)

b) Thepowersectomasgreatpotentialfor reductionof
greenhousgasesThereis, henceaneedto incentivise
EC-XII] Statego promotecleanenergy

¢) Injudicious intersectoral and intraectoral
distributionof wateramongvariouscategorie®f water
usersjow waterusesffizie ncy, fragmentedapproacho
waterresources planningnddevelopmentjow wateruser
charges and meagre recovery are some of the |
problemsassociatedwith the managemenof water
resources.

Largeforestcoverprovideshugeecologicalbenefitsbut| 7.5 percentweightto theforest
there isalso an opportunity cost in terms of area| coverin the horizontal devolution
available forothereconomic activities anthisalsoserves| formula

asanimportantindicatorof fiscal disability.

FC-XIV
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Recommendation®f FC-XV in Report for 202021

A Forest, a global public good, is a resource that ought to be preserved and expanded
through afforestation of degraded and open forests for national benefit as well as to
meetourinternational commitmentsn our Reportfor theYear2020-21, weallocated
10percentweight toforestcover inthehorizontal devolution formula.

A As indicated in Figure 4, there is a problem of air quality in the MilRturs cities.
Realising thathesecitiesarefuturecentres otirbangrowthand thathereisaneed to
increase the livability of these cities to attract investment, we recommended, in our
report for 20221, Rs. 4,400 crore for the MillionPlus cities in 202621 for the
purpose of improving ambient air quality. The MOEF&CC, as the nodal Ministry,
shall,in consultation wittStateGovernmentsgevelopcity-wiseandyearwisetargets
on ambient air quality based on annual average concentrafidtdlO and PM2.5,
monitor and evaluate the improvement and recommend disbursal of grants of such
cities.

A How has assigning weight to forest cover in the horizontal devolution formula
incentivised the States?

0 Asindicatedin Figure8, Indiaconstitutes 1.7percentof theworld'stotal forest
areaandis committed towardschieving theéargetsof theParisAgreementand
other international obligations. There is a clear need to protect, preserve and
nurture the rich heritage of this natural resource. HenceXINGssigned 75
per cent weight tehe forest cover irthe horizontal devolution formula. While
thiswasa positivestepin recognisingandcompensatindor thefiscal disabilities
that States faced due to forest cover, absence of earmarking of funds has
adversely affected th@otection of forests isomeStates.

0 In our report for 20221, we assigned a higher weight of 10 per cent for the
forest and ecology criterion. The increase in weight is also recognition of forests,
a global public good, as resources that ought to be preserved and expanded
(throughafforestation oflegradedaindopenforests) botHor national benefiais
well asto meetour internationalcommitments.

Key Proposalsof Ministry to FC-XV

A TheMinistry proposed thaweightageof 7.5percentshould bagivento forestsin the
horizontal devolution formula.

A TheMinistry alsoproposedsectorspecificgrantsin thefollowing areas:
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0 Rs1.69lakh crorefor pollution abatemenandperformance.
0 Rs1.35lakh crorefor meetingGoal5 underNDC of Climate Change.
0 RsO0.62lakhcrorefor catchmentreatreatmentandforestrestoration.

A TheMinistry alsosuggested thavaluationontheimprovemenif theair quality for a
State should be based on four parameters: (a) strengthening of the institutional
framework; (b) sourcevise cause analysis for air pollution; (c) progress on action
plans and compliance with statutory guidelines; and (d) quantificati@r quality
improvement. The relative weight assigned to tHastors will shiftover time, with
moreemphasi®ninstitutionandcapacity buildingn theinitial yearsandto outcomes
in later years.

Challenges
Air Pollution

A TheWorld Bank, inits reportSystematicCountry Diagnostics 2018, highlighted tfat
2016, Delhi was the world's most polluted megacity. India experienced one of the
worstdeteriorationsn air quality ofanycountry betweed990and2013.

Figure 9: High Levelsof Air Polution and AssoiatedCosts

Levels of Air Pollution 2015 Percent deaths attributable to risk factors, 2013
PM2.5 Air Pollution, mean anrual exposure, 2015
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Source : World Development Indicators and THME. Global Health Data Exchange.
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In Delhi, theshare of days with severe pollutiontire winter months rose from one
third in 201415 totwo-thirds in201516.

More than 99 per cent of India's population breathed levels of PM2.5 (higher than
World HealthOrganisatiorguidelines) and70 percent(morethan900million people)
inhaled polluted aithatexceeded Indiastandards foambient aiiquality.

Urban Governance

A

A

India isexperiencing significant urban growth and this is unevenly distributed across
thecountry.

Although India’s urban areas are engines of growth and poverty reddbgasscalled
‘demons of density'disease, crime, pollution, congestioare increasinglyprevalent.

This is largely due to the limited and uneven progress in developing a coherent
framework for urban governance, despite the SevEatyth Constitutional
Amendment. Progress is undermined by the structure of urban governance, with the
local tier having:

0 narrowjurisdictional(geographichoundaries

0 lack of functional assignmentsfor the managementof the urban built
environment

0 limited fiscal assignments

0 poor citylevel governance, including weak public expenditure and revenue
management systerasd lowlevel of transparency ovejovernance processes
and service delivery outputs.

Dependenceon Thermal Energy

A While therehasbeentremendous increase tinecountry's renewablenergy capacity,

fossilfuels, especiallycoal, continueto remainanimportant sourcef energy. Almost

60 per cent of India's installed capacity istivermal power, within which coddased
thermal poweplantsaccountor thelargestshare As mentionedearlier, thoughndia
contributes less in terms of CO2 per capita (Figure 7) as compared to other world
economiesijt isasignificant contributor if€O2emissions worldwide (Figur@).
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SuggestedAreas of Reforms
Adopta Hybrid, PerformanceBasedApproach

A Such an approach would incentiviStates to pursue incremental reforms to the
enabling environment for effective air quality management, while supporting the
broader reform of State Governméatal government relations. This approach will
serve the longeterm vision for decentralised han governance. Key dimensions of
the approach would include:

0 Specific eligibility (prior action) requirements for States and local bodies to
receive funding, including:

a) establishment ddnair quality coordination mechanism thie Statelevel and
establishment of city (airshed) level data systems (a compliant air quality
monitoring system);

b) completionof acompliantpollution sourceapportionmenstudyto beupdated
at least every three years;

c) completion of a compliant abatement action plan by the major source of
pollution.

0 Faster Adoption and Manufacturing of Electric Vehicles (FAME):
According to FAME guidelines, there is a need for increasing the charging
facilities aswell asthemarket sharef electricvehicles which, according the
EconomicSurvey2019,is only 0.06percent, agains percentin Chinaand39
per cent in Norway. There is a need to enhance the network of charging
infrastructure which should be installed across all MiHRIos cities, smart
cities, stateapitalsandmajor highways connecting major cities.

Frame a ComprehensiveEnergy Policy

A A comprehensive energy policy should téaki® consideration theconomies of both
coalandrenewables atheyareinterdependent. Indidasbeenundertaking onef the
world's largest renewable energy expansion programmes in the. Woddshare of
renewable energy thelndianelectricity mixis progressively increasing.

A Unlike gasoline and diesel, whose prices@oser to internationallefficient levels,
reflecting global warming externalities, those of coal, natural gas, and kerosene are
below such levels, party reflecting the provision of subsidies to select consumers of
LPG andkerosene The challengeis to bring their pricescloserto environmentally
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efficient levels, consistent with India's NDC pledge and commitments made in the 2015
Paris agreement, along witltarefully targeted assistance potentially affected
vulnerable households.

FC-XV recommendationsn its final report

6

b)

Theforestandecology criterion irtheformula forhorizontal devolutiorsetout

in Chapter 6 of Volume | has factored in both the ecological services being
provided by States' forest cover to the country as well as the cost disabilities.
Thisis arrivedat by calculating theshareof thedense foresbf eachStatein the
aggregate dense forests of all the States. We have assigned a weight of 10 per
cent for the forest and ecology criterion. The increase in weight is also a
recognition of forests, a global public good, as a resource that ought to be
preserved andxpanded through afforestationd#ggraded andpenforests for
national benefiaswell asto meetourinternational commitments.

Open waste burning on the streets, activities of small informal industries (for
exampleyice poppingusingburningtires),spontaneousombustiorin landfills are
significant, but overlooked sourcef pollution. Wastedecompositiorand poorly
managed composting also affect air quality by releasing toxic gases as well as
methane into the atmosphere. We are also of the view that ending open waste
burning,propersolid wastemanagement antbmposting alandfill sitescanplay
significant role in air quality management. Hence, we have recommended in
Chapter 7 of Volume I, that both informal burning as well as spontaneous
combustioratlandfills shouldbemonitoredcarefully. Thiscouldinclude:

Monitoring of openwasteburningandchemical tracefrom wasteburningat
landfill sitesaswell asthedevelopmenbf anappto allow reportingby citizens
by sending pictures.

Procesdracing of waste management in each city to identify where the
breakdown in waste management occurs.

We alsotook feedback fronotherexpertsfrom theWorld BankandWRI about

our recommendations in the report for 220 It appears that only persistent
efforts lead to a reduction in the complex problem of poor air quality.
Furthermore theimprovement irambient airquality observed 11202021 may
simply be the outcome of the lockdowns triggered by the Covid pandemic. In
view of this, werecommend thaipreparatory periodf oneyearbeprovidedto

put in placethe necessaryequipmentand procedurego move towardsthe
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desiredobjectiveof cleanair in themediumterm.Hence,in theyear2021-22, as
suggested by MoOEF&CC, the relative weightages for assessment of city
performance omir quality may bdased oriour parameters: (atrengthening

of the pollution monitoring mechanism; (b) souwise cause analysis for air
pollution; (c) progress on action plans and compliance of statutory guidelines;
and(d) quantificationof air quality improvementvith theweightsasprescribed

in the following table.

Table 2: Relative Weightagefor City Performance Assessment

Parameter 2021-22 2022-23  2023-24 | 2024-25
Strengthgning)f pollution monitoring e
mechanism
Sourcewise causeanalysisfor-air pollution 10
Progreson _actipn plansandcomplianceof e
statutoryguidelines.
Quantificationof air quality improvement 70 100 100 100 100
Total 100 100 100 100 100
0 Quantificationof improvementin air quality hastwo parts, namely, reductian
particulatematter(PM98) andincreasan thenumberof gooddaysaccording to
improvementn theair quality index(AQI). Management obpenwasteburning
and combustion at landfill sites should constitute an integral part of the air
quality improvement index, with suitable weights arrived at on the basis of
sourcewise cause analysis for air pollution in specific urban agglomerations.
After 202122, for all the remaining four years of the award period,ehtre
weightage will beon the fourth parameter of quantificatiaf improvement in
air quality.
6  WhiletheMoEF&CCshallhandholdandmonitortheurbanlocalbodiesin these

efforts, theMoHUA shalltakeinitiative in implementing paramete(b) and(c)
andalsomanagement aspenwasteburning anccombustioratlandfill sitesby

the concerned urban local bodies, once the MOEFCC, as technical adviser,
agrees to the sourseise analysis for air pollution and yeaise action plans

from 202122 to 202526.
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Chapter 7
Department of Fertilizers

Themainobjective ofthe Departmentof Fertilizers isto ensure adequate artianely availability
of fertilizers ataffordableprices scasto maximise agriculturalproduction. Thekey functions of
theDepartmenincludeplanning,promotionanddevelopmendfthefertilizersindustry,
planning and monitorin@f production, import and distribution dértilizers and managemeraf
financial assistanceby way of subsidy/concessidor indigenous andmported fertilizers. The
Department also administers nine public sector undertakings.

In view of the challenges that the Departméates, some of the suggesteforms include the
needfor balanceduseof fertilizers, directenefittransfer, promoting R&D with the objective of
restoration of soil healttbalance, turning trganic and natural farming and promoting need
basedraining programmes folarmers.

Overall Profile of the Department

A The main objective of the Department is to ensure the timely availability as well as
affordability of fertilizers to the agriculture sector. To this end, it is responsible for
promoting the development of the fertilizer industry and has oversight over the
productionimportanddistributionof fertilizersandadministeringhe subsidyregime.

It hasninepublic sectorundertakings under ijarisdiction.

A The Union Budget 20221 allocated around Rs. 71,000 crore to the Department of
Fertilizers,whichis 10.9percentlower thantheallocationin therevisedestimategRE) of
the Union Budget 20120. This allocation is 2.35 per cent of the Union Government's
total budgetof 202021 and0.32percentof estimated grossomestigoroduct(GDP). The
yearwise allocation of Department &ertilizers iggiven below irFigure 1.

Figure 1: Total Expenditure of the Department
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Figure 2: Break-up of Investment Financing ofthe Department via Budget
Support and IEBR
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Fertilizer Subsidy

A Expenditureonthefertilizer subsidyis theseconchighestafterfood subsidy. 2020
21(BE), thetotalexpenditureonsubsidiess budgetedatRs.2.62lakh crore, whichis
0.5percentlowerthanthe2019-20revisedestimatdigure of Rs.2.64lakhcrore. The
shareof fertilizer subsidyin overallsubsidiess estimatedo declinefrom 30.4percent
in201920 (RE) to 27.2 per cent.

Figure 3: Major Subsidiesof the Union Government
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A Inthelasttwo years, thexpenditureonsubsidy hadeenincreasing Thisis duetothe
increasinguseof fertilizer andrisein the perunit subsidyfor urea.Theimport pricesof
fertilizers aswell asprice of feedstock and intermediariaffectfertilizer prices. Itis,
therefore, imperative othe part of the Union Government to rationalise the subsidy
expenditureor ureaaswell asphosphat€P) andpotash(K) fertilizers (nutrientbased
subsidy)to sustainabléevelswithoutimpactingtheagriculturalproductivity. Figure4
presentsheyearwiseandcategorywise detailof thefertilizer subsidy.

Figure 4: Break-up of Fertilizer Subsidy
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A

A

TheUnion Government makegreaandtwenty-one gradesof P&K fertilizersavailable

to farmers at subsidisearices. The subsidy is paid to fertilizer manufacturers and
importers who then sell at lower rates to farmers. Since April 2020, the subsidy on
P&K fertilizers is being governed by the nutridrased subsidy (NBS) scheme. The
NBS subsidy ratesrerevised annually. Also, basexh thefarmerfriendly approach,

the Governments committedto ensuringtheavailability of P&K fertilizersto farmers

at an affordable price.

While urea(N) pricesarecontrolled bythe Governmentthepricesof P&K fertilizers
aremarketdriven. This haskeptureapriceslow and thishasledto its overuse, aalso

of di-ammonium phosphate (DAP) and muriate of poatash (MOP). Thiseisf the
reasondor imbalanced usedf soil nutrients. While theecommended ratiof useof

theN, PandK fertilizers is4:2:1, this ratidn India wasat6.7:2.7:1.34n 201617. It

is important to ensure balanced usage of fertilizers through appropriate pricing of
primary, secondary and micratrients.Figure5 givesdetails of theconsumption of

N, Pand K fertilizers.
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Figure 5: Consumption of Fertilizer (%)
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Source:MovemenDivision, Departmentf Fertilizers

A India is heavilydependenonimportsfor fertilizer raw materialdike naturalgas,rock
phosphate and potash. Its entire requirement of potash is imported. In the case of
phosphate (rawnaterial asvell asfinished product), themport dependence 180 per
cent,while in thecaseof naturalgasit is 60 percent.Table1 givesdetailsof production
and import of fertilizer fronR01112 t0201718.

Table 1: Indigenous Production and Import of Fertilizer(%)

Urea DAP NPKs SSP Total Urea DAP NPKs MOP Total
Indigenousindige Indige Indigenous Indigenous Import Import Import Import Import

nous nous

201212 37 7 13 7 64 13 12 6 5 36
201213 43 7 12 9 70 15 11 1 4 30
201314 44 7 13 8 73 14 6 6 27
201415 40 6 14 8 68 16 7 3 7 32
201516 40 6 14 7 68 14 10 3 5 32
201617 44 8 14 8 74 10 8 1 7 26
201718 43 8 7 73 11 8 1 8 27

Source: FertilizelStatistics,Fertilizer Associatiorof India (FA!)and Movement Division,
Department of Fertilizer

Note: DAP: DiammoniumphosphateNPK: nitrogen, phosphorus and potassium; SSP: sisgigerphosphate; MOP:
muriate of potash

A TheGovernment introducedirectbenefit transfer (DBTf subsidies irfertilizersin
October 2016. The Department of Fertilizers chalkedagarogramme tomplement
DBT in modified form initially through pilot projects isixteen districts. The first phase
wasimplementedacrosghecountryfrom March2018andtheseconghasgDBT 2.0)
was launchedin July 2019. DBT in fertilizer subsidyis a stepin the direction of
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leveraging technology tplug leakages and check pilferages and black marketing while
making life easy forfarmers. The new initiatives taken under DBT 2.0 include DBT
dashboards, PoS 3.0. software, desktop PoS version and initiatives taken to address
issues relating toetwork connectivity, peageasorsalesand malfunctioningf PoS
devices.

India's Fertilizer Consumption when Compared Globally

A Fertilizerconsumptiorin SouthAsia (including India) hasbeenincreasingapidly and
the subcontinent is the second largest fertilizer consuming region in the world. Its
share in world consumption of nitrogen, phosphate and potash is 19.8 per cent, 18.4
per cent and 9.1 per cent, respectively.

a. Consumption of nitrogen: In 2018, among the Asian countries, the bulk of the
increasen world demandor nitrogencamefrom China(18 percent)andindia (17 per
cent), followed byindonesia (Gercent), Pakistai4 percent), Bangladesh, Vietnam
(2 percenteach)andMalaysia andrhailand (1percenteach)

Figure 6: Regional andSub-Regional Share of World Increase
in Nitrogen Fertilizer Consumption, 201418
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b. Consumptionof phosphate:In 2018,amongthe Asiancountriesabout27 percentof
thegrowth inworld demandof phosphateamefrom India, 10percentfrom China,5
percentfrom Indonesia, ®ercentfrom Pakistarand2 percentfrom Bangladesh.
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Figure 7: Regional andSub-Regional Share ofWorld Increase in
Phosphate Fertilizer Consumption,201418
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c. Consumptionof potash:In 2018,amongtheAsiancountries, Chinaccountedor 23
per cent of the growth in world demand for potash, followed by India (17 per cent),
Indonesia (Ppercent), Malaysia (percent)andtherestof Asia (1 percent).

Figure 8: Regionaland Sub-Regional Share of World Increase
in Potash Fertilizer Consumption, 201418
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Source: World Fertilizer Outlook-2018, FAO (Figure 6 to 8)
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Challenges

Declinein marginal productivity of soil

A

Over the years, the increased usage of fertilizers has helped improve agriculture
productivity significantly. However, recent trends in agriculture have indicated a
decline in the marginal productivity of soil. Declining efficiency of fertilizers use is
alsooneof thefactors forlow productivity. Another reason thecomparatively high
usage of straight fertilizers (urea, DAP and MOP) as against complex fertilizers
(NPKSs), which are considered agronomically better. Low orusage of secondary
andmicro-nutrientshasalsocontributed towards reduced productivityhe pricing of
fertilizersis alsoresponsibldor thehigh usageof straightfertilizers andskewedusage

of nutrients.

Heavy dependenceonimports

A

As noted earlier, India lacks in fertilizers raw materials and is heavily dependent on
imports for natural gas, rock phosphate and potash. Globally, P&K fertilizers is a
seller's market with a few countries controlling the raw material, intermediates and
finished fertilizers. They, therefore, heavily influence international prices. India‘s over
dependencen imports impacts international pricing of these commodities and makes
it vulnerable to volatility in international prices and also makes fertilizeridielss
unsustainable.The use of organic fertilizer can help in reducing this import
dependencelt is necessary tensure th@ptimum useof fertilizers and soil nutrients

for increased productivity artd reduce thesubsidy burdeontheexchequer.

Issueof planning and logistics

A

It is necessary to arrange supplies of essential kind of fertilizers to more than 600
districts in thecountry atthe right time which entails appropriate demand assessment

for state/districts in which fertilizer type for appropriate cropping season. This also

helpsin ascertaining levelsf imports tomeet thalemandsupply gap.

Increasedsubsidy expenditure

A

Expenditure orsubsidy haseenshowing aising trend. Whilghis indicatesgrowing
consumptiorwhichleadsto increasegbroductivityexpenditurefising costsandimport
prices arealsoasignificant factor. As noted by tH@omptroller and Auditor General
(CAG) in its Report on Complianceof The Fiscal Responsibilityand Budget
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Management Act, 2003 (Report 20 of 2018), the Union Government has resorted to
deferringduesonaccountof fertilizer subsidies imneyear tothefollowing year.This

not only leads to increased cost in terms of interest but also affects the cash flow of
fertilizer companies, affecting their operations.

Diversion and leakages

A

Subsidised fertilizer is meant only for useaigriculture but some portion, especially
urea, is used for neagriculture purposes. This means that sectors not entitled to
subsidy are availing it. In addition, because of the higher prices of fertilizers in
neighbouring countries, there are reportsliegal crossborder trade in subsidised
fertilizer, which results ifarmers inother countries benefiting from subsidies meant
for Indian farmers.

Declining fertilizer responseratio

A The fertilizer response ratio is showing a declining trend, which indicates lower
responsiveness of the soil to fertilizer application. According to the Department of
Fertilizers, this is because of demaswupply mismatches resulting in imbalance in
fertilizer usage, increasing muitutrientdeficiency, laclof farmers' awareness about
balanced plant nutrition and poor crop management.

Figure 9: Fertilizer ResponseRatio
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Source: Departmertf Fertilizers.

Measuring soil health standards

A

A Soil Health Cardscheme was launched 2015 with the objective of assessing the
current status of soil health anddetermine changes Boil health over time. /Aoil

Health Card displays soil health indicators and associated descriptive terms. The
indicators argypically basednfarmers' practicaéxperience ankinowledge ofocal
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naturalresourcesHowever, inadequateainedstaff,lack of powersupplyandinternet
connectivity aradversely affecting implementatiohthescheme.

Revival of sick fertilizer plants

A Revampingandrevival of existingfertilizer public sectorundertakingsn WestBengal
and other states in eastern India is one of the major challenges the Department of
Fertilizer faces. Presently, the Barauni unit of Hindustan Fertilizer Corporation Limited
(HFCL) and the Sindri, Gorakhpur, Ramagundam and Talcher units of Fertilizer
Corporation of India Limited (FCIL) are being revived. The progress on these would
determine theecision ortherevival of theHaldiaandDurgapur unitef HFCL, based
onanassessment of tliemandsupply gamf urea.

Key Recommendationsf the Standing Committee Report dated 1703-2020 on: 'System of
Fertilizer Subsidy"

A The Standing Committee on Chemicals and Fertilizers submitted its report on the
subject 'System of Fertilizer Subsidy'. Key observations and recommendztities
Committee include:

0 The Committee noted that any drastic change in the existing fertilizer subsidy
policy would have a huge bearing on the country's food security and must be
preceded by am-depth study and wider consultations wathstakeholders. It
alsorecommendedhatinterestof smallandmarginalfarmersshouldbekeptin
mind, besinternational practiceshouldbecarefully studiedandthateducation
andawareness of farmeeboutbalanced usef fertilizers should banintegral
part of the policy.

0 Direct subsidy to farmers: The Committee observed that many fertilizer
manufacturing plants am@perating with very old technology and systems, and
not attheir highest levelsf efficiency. TheGovernment bears tlomst of their
inefficiency in the form of higher subsidy payouts. The Committee
recommendethatthecompanieshouldbefreeto manufacturesupply,andsell
fertilizers. A farmer should be free to buy his choice of fertilizers from the
market, whilegettingthe subsidydirectly credited intchis bankaccountSucha
system will pushmanufacturers tproduce and sefertilizers inthe mostcost
effective manner, and puseinefficient firmsout.
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SuggestedAreas of Reforms

Impactassessmertdf NewUreaPolicy, 2015

A TheDepartment, irits memorandum ttheFifteenthFinanceCommission, notedhat

dueto theimplementatiorof theNew UreaPolicy 2015,thecountry hadvitnessedhe
highestever production of urea of 24.462 million metric ton(&81T) in 201516.

This has led tadecrease ithe import of urea from8.750 MMT in201415 t05.480

MMT in 2016-17. The use of urea may reduce further over time, due to the use of
neemcoated urea, which was made mandatory from 2015, and with the
commencement of urea production from the five public sector plants that are to be
revived, each witlacapacity of 1.27 MMT and twprivate sector urea plants of 1.34
MMT capacity each, commencing production. The import of urea may also reduce to
nil by 2021-22. However, isuggested thanimpactassessment adlfie substitution of

urea with neertoated ura be conducted.

Needfor balancedfertilizer use for increasingagricultural productivity

A TheUnionGovernment's objectivef doublingtheincomeof thefarmersby 2022may

see an increased use of chemical fertilizers, especially urea, the price of which is
presently controlled. Hence, it is suggested that measures should be taken for the
maintenancef soil health sothatthemarginalproductivity ofsoil remainsunaffected.

India isturning out to be the biggestvirtual exporter of water

A

India is a large virtual net export of water because of the high use of fertilizer in
agriculture. For example, in 2029, India exported 37.72 lakh tonnes of basmati rice,
in theproduction of whickaround 12rillion litres of water was consumed. This could
havebeenmuchlessif natural/organienanuringfertilizer wasadopted. Irthese times

of globalclimatechange, wates onecommodity wheréndiashould nohavea trade
surplus. Switching to fertilizers which consume less water and also enhance
productivity could benoptimum solution.

DBT in fertilizers

A

Implementatiorof DBT in fertilizer subsidywill notonly helpin pluggingleakage$ut

will alsoreducetheimportbill. Also, theparindia roll-outof DBT wasimplemented

in March 2018. The impact of total savings achieved because of DBT needs to be
critically analysed.
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Promoting organic and natural farming

A TheUnion Governmenshouldaggressivelypromoteorganicfarmingthroughvarious
models like natural farming, vedic farming, cow farming, homa farming and zero
budget natural farming. States daggiven theflexibility to adopt any model of organic
farming depending on what farmers prefer.

Addressing problems in Soil Health Cards scheme

A Issuegelating totheimplementatiorof the Soil HealthCardsscheme availability of

trained staff, lack of power supply, interrennectivity, among othersneeds tde
addressed.

Needbasedtraining programmes for farmers

Fertilizer useefficiency canmprove iffarmers ar@awareabouttheright product, dosage,
time andmethodof application. Somef thesuggesteaneasurearethe useof optimal dose
based orsoil health status, promotion of neeroated urea, promotion of micronutrients,
promotion oforganicfertilizers, andoromotion ofwatersoluble fertilizers.
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Chapter 8
Department of Food and Public Distribution

TheDepartmenbf FoodandPublic Distribution, underthe Ministry of ConsumeAffairs, Food
andPublicDistribution, is responsibldor ensuring foodsecuritythroughtheprocurement,
storageanddistributionof foodgrainsand forregulatingthesugarsector.

The major challenges of the Departmemiate totheimplementatiorof the NationalFood SecurityAct,
2013, digitalisation of ration cards/ beneficiariesecords,de-duplicationdue to Aadhaar seeding,
directbenefittransferand automation of faiprice shops. The suggestegforms forthe Department
include restructuringftheFood Corporation of India, rationalising tfeod subsidyill and
maintainingthe nutritional balance revisionof the centralissueprice, diversificationin the basketof
choiceandinitiativestowards plugging leakages.

Overall Profile of the Department

1. The Department of Food and Public Distribution, under the Ministry of Consumer
Affairs, FoodandPublicDistribution,is responsibléor ensuringood securitythrough
the procurement, storage and distribution of food grains and for regulating the sugar
sector.TheDepartments alsoresponsibldor implementing théNationalFoodSecurity
Act (NFSA), 2013.

2. The Union Budget, 20201, allocated Rs. 122 thousarmlore for the Department,
which is 4.0 per cent of the Union Government's total budget and 0.5 per cent of
estimated gross domestic product (GDP). The-ygése allocation of the Department's
budget is given in Figure 1.

Figure 1: Expenditure asShare of Total Union Government Expenditure and GDP
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Source:Union Budgets
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3. The cash outgo on account of food subsidy has been dedclirfiogn Rs. 1.39 lakh

crore in 201516 to Rs. 1.10 lakh crore in 2016 and further to Rs. 1 lakh crore in
201718. The food subsidy iB01819 was Rs.1.01 lakh crore. But these numbers do
not reflectthetrueoutgo. Forinstance, irR01617 theUnion Government gavaloan

of Rs. 70,000 crore to the Food Corporation of India (FCI) from the National Small
Saving Fund (NSSF). When this amount is included, the actual expenditure on food
subsidy work out to Rs. 1.8akh crore in 2014.7. Similar loans amounting to Rs.
65,000 crore and Rs. 97,000 crore was given in A@Land 2018.9 respectively.
Thesearenotreflected intheoverallfood subsidy figuresippearing irFigure?2. In the
budget estimates for 201, the Department has allocated Rs. 1.16 lakh crore for food
subsidy, which is 95 per cent of the total allocation towards food and pligatibution.

4. This subsidy is given to the FCI under the NFSA for the targeted public distribution
system (TPDS) or to States for the decentralised procurement of food grains. The
NFSA is mandated toover 75 per cent of the rural population &@per cent of the
urban populationlt currently covers 810 million people.
Figure 2: Expenditure on Food Subsidy
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Source:Union Budgets

5. Table 1 shows thexpenditure oriood subsidybetween 20141 and 20221 (BE).

The expenditureon food subsidyincreasedrom Rs. 63,844crorein 201011 to Rs.
1.39lakhcrorein201516.
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Table 1: Expenditure on Food Subsidy from 201011 to 202021

(Rs. crore)
Food % increaseoverthe % of allocation
subsidy previous year utilised vis-a-vis BE

201011 63844 115

201112 12822 14 120

201213 85000 17 113

201314 92000 8 102

201415 117671 28 102

201516 139419 18 112

201617 110173 -21 82

201718 100282 -9 69

201819 101327 1 60
201920(RE) 108688 7 59

202021 (BE) 115570 6

6. TheStanding CommitteenFood, Consumer AffairandPublic Distribution notedn
201617 the following reasons for increase in food subsidy: (i) increase in the
procurementostof food grains,(ii) nonrevisionof thecentralissueprices(CIP)since
2002and (iii) implementationf the NFSA imall States.

7. In 2019, the Cabinet Committee on Economic Affairs approved an increase in the
authorised capital of the FCI from the existing Rs. 3,500 crore to Rs. 10,000 crore. With
theincrease ofuthorised capital, additional equity capital canresed inthe FCI
through the Union Budget, to fund the food grains stock perpetually held by it. This
will reducethe borrowings ofthe FCI, saveinterestcostsand reducexpenditure on
food subsidy.

8. Food subsidy ishecost incurred andubsequently reimbursed by thepartment for
the procurement, storage and distribution of food grains. The subsidy amount is the
difference between the cost of procuring food grains and the price at which they are
givento thebeneficiariegtheCIP). As seenn Figure3, expenditure ofood subsidyis
classified under three heads: (i) subsidy to FCI for TPDS, (ii) subsidy to States for
decentralised procurement and (iii) sugar subsidy.
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Figure 3: Break-up of Food Subsidy
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9. The Union Government provides food subsidy€ as reimbursement of thess it

incurs in its procurement, storage and distribution operations. When the budget for food
subsidy isnot sufficient to clearthe duesof FCI, theseduesare carried over to the
following year. Further, du® delay inpayment osubsidy dues, FGiorrows money

from various sources for funding perations.

10. Major subsidies ofthe Union Government: Foodsubsidy hashelargestsharein the
overall subsidy expenditure of the Union Government, followed by fertilizer and
petroleum. It is also the largest component of the Department's expenditure, accounting
for 95 per cenbf theallocation in2020-21.

Figure 4: Major Subsidies
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Challenges
Budgetfor food subsidy

A As mentioned earlieiin addition to the expendituren subsidiesthe Departments
required tgrovideadditionalfundsfor paymenif interestonborrowingsby the FCI.

Nutritional balance

A The NFSA guarantees five kg of food grams per person per month to entitled
beneficiariesHouseholdshatarebeneficiarieof the AntyodayaAnnaYojana,which
constitutethe poorestof thepoor,areentitled to35kg perhousehold pemonth.

A Figure5 andFigure6 showstherehasbeenachangen thepatternof nutritional intake
among people botim rural and urbamreas.

Figure 5 : Protein intake (%) in Rural Areas Figure B: Protein intake (%) in Urban Areas
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Source:Nutritional Intake inIndia 2011-12, NSSO

A Although cereals or food grains contain only 10 per cent prote&ir share as a
percentagef thetotal proteinintakehasbeenover50 percentin bothruralandurban
areas. However, othéoodssuchasmeatandpulses, whicltontainmorethan20 per
centprotein, accounfor only 15 percentof thetotal proteinintakeof thecountry.

A Theshareof cerealsn food consumptiorhasreducedy 7 percentin rural areasand5
per cent irurbanareas, whereas that milk, eggs, fishand meahas increased. This
indicates a reduced preference for wheat and rice, and a rise in preference for other
proteinrich food items.The NFSA stateghatthe UnionandStateGovernments should
takestepgo diversify commodities distributed under thEeDS.

Imbalance in farm production

A The minimum support price (MSP) tise price at which the government purchases a
farmer'sproduceandseekdoincentivisefarmersto growcropsonwhichthesupports
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offered. Food grains for the public distribution system are procured at the MSP.
Because of the need to maintain a buffer stock foPB8, procurement under MSP

has been dominated by wheat and paddy. This has tended to skew the production of
crops in favour of wheat and paddy and does not offer an incentive for farmers to
produceotheritemssuchaspulses. Figur& showstheshareof cropproduceprocured
in201617.

Figure 7 : Share of Crop Procured in 201617 (%)
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Source:Committeeon Doubling Farmers'Income20/7, Ministry of Agriculture and FarmersWelfare

Revision of central issueprice

A Under the NFSA, food grains are given to beneficiaries at the CIP, which was last
revised ir2002. TheCIPfor wheat isRs2 akg andfor riceit isRs3akg (Table2).

A Against this, the economic cost (which includes costs incurred in procurement,
stocking,distribution) a®f August2020is Rs.26.83akg for wheatandRs.37.26akg
for rice. Foodsubsidyis calculatedasthedifferencebetweertheeconomiccostandthe
CIP.

Table 2: Economic Cost, Central IssuePrice and Subsidy

(Rsper kg)
CIP Economic  Subsidyfor Subsidyfor
Commodi (AAYyand CIP Cost AAYand APL
ty Priority (APL) 202021 (BE) Priority
Households) Households
Rice 3.00 8.30 37.26 34.26 28.96
Wheat 200 6.10 26.83 24.83 20.73

Source: FoodGrain Bulletin, August2020, Departmentof Food and Public Distribution

Note AAY - AntyodayaAnnaYojana,APL - abovepovertyline.
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A While theeconomiccostfor rice hasincreased from Rs. 1,098r quintal (Rs. 1per

kg) in2001-02 toRs.3,727perquintal (Rs.37 perkg) in 202021, andof wheatfrom
Rs.853perquintal (Rs9 perkg) to Rs. 2,684perquintal (Rs27 perkg) overthesame
period, the CIP has not been revised since then. This has led to a gap between the
economiacostandCIP growing,leadingto anincreasen expenditureonfood subsidy.
Trendsin economiccost,CIP andsubsidiesor wheatandrice canbefoundin Figure8
and Figure 9 below.

Figure 8: subsidy on a kg of Rice (Rs.) Figure 9: subsidy on a kg of Wheat (Rs.)
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A Increasing theCIP could beoneof the measures tbridge thegap between thiinds
requires and allocated.

Alternative subsidy systems

A TheNFSAstateghatthe UnionandStateshouldintroduceschemesor cashtransfers
to beneficiariesVariousexpertsandcommitteeshavealsosuggested replacinpPDS
with a DBT system and emphasised ¢oeénd computerisation of the entire public
distribution system.

A DBT under thepublic distributionsystem iseing implemented itwo models. Inthe
first, the subsidy amount is being transferred in cash into the bank accounts of
beneficiariesywho thenhavethechoiceto buy food grainsfrom theopenmarket. This
is beingimplementedn the Union Territoriesof Chandigarh an&uducherryandin the
urbanareas of Dadra & Nagar Haveli. The second mode involves automation of fair
priceshopsfor distributionof food grainsthroughanelectronicPointof Sale(e-POS)
device which authenticates beneficiaries at the time of distribution. It also
electronicallycaptures thguantum ofood grainsdistributed tahefamily.
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A Complete digitisation and eguplication of beneficiaries' data are necessary pre

requisites for the implementation of DBT in either mode. In this regard, the Department
hasstatedhatduringtheprocesof digitisationandimplementatiorof the NFSA, 2.75

crore ration cards have been deleted since January 2013 on grounds of
ghost/fraudulent/duplicate/ineligible  beneficiaries, migration and deaths of
beneficiariesamongother reasons. This has resultegmmualised better targeting of

food subsidyamounting tdRs.17,500croreperyear.This, however,hasnotledto any
reduction in allocation or any savings in the budget expenditure, as deleted rations cards
were replaced by inclusion of new eligible beneficiaries under the NFSA. This,
therdore, hasnobearing on théscal federal structure.

Table 3: Achievementsof TPDS Computerisation

Scheme Components Achievement

Digitization of rationcards

beneficiarys data Completedn all States/UTs

Completed in all States/UTs except UTs of Chandigarh &

Online allocati f food grai
nine atiocation oL 100¢ gratns Puducherry, which have adopted DBT/Cash transfer scheme

Computerizatiomf supplychain Completed irR5 StatedUTsandthework isin progressn the
management remaining StatébTs
Transparencyportals Setupin all StatedUTs

Intra-Stateportability of rationcards
to enable purchase from any FPS inOperationain 11 States
the State

Toll-free helplinegonline registrationfacility is availablein
all StatedUTs

Source:Departmeniof Food & Public Distribution, Economic Surve201819

Grievanceredressafacilities

Initiatives to Deal with Fallout of Covid 19Pandemic

A TheCovid-19 pandemicasthrownall globaleconomiesincludingIndia, into acrisis,
with the International Monetary Fund and rating agencies revising GDP growth
projections downwards. This is expected to have a serious impact on food security.
According tothe Food and Agricultural Organizatiothefour pillars of food security
are availability, access, stability and utilisation. Availability and access become
extremely important ithe present context.

A The lockdowns and resultantstoppageof transport networks acrossthe country
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affected the availability of labour and inputs for agricultural operations. It also
disrupted food supplies. Tlvensequent faiin rural incomes iexpected t@adversely
impact food demand as well as overall economic growth. Under the given
circumstances, the Union Government takenthefollowing measures:

6

As part of the Rs 1.70 lakh crore Pradhan Mantri Garib Kalyan Anna Yojana
(PMGAY), the Union Government announced distribution of free food grains
and cash payment to economically vulnerable women and senior citizens and
farmers. More than 420 million pelepreceived financial assistance of Rs.
65,454croreunderthepackage. Th&nion Government hasxtended PMGAY

till November 2020.

Under the Atmanirbhar Bharat package, the Government of India has decided
thatfive kg of food grainswill beprovidedfreeof costpermonthfor two months

- May and Jun@020- to about80 million migrant labour wharenot covered

under NFSA olStatespecific schemes. The diidia allocation of food grains
underthis schemas eightlakh metrictonnes.The Union Government wilfully

bear theotal estimated costf aboutRs. 3,50Ccrorefor implementatiorof this
scheme. State Governments are responsible for identification of migrants and
distribution of food grains.

Another initiative of the government is the "One Nation One Ration card"
programme, which seeks to use technology to enable migrants to access the
public distribution system from any part of the country by March 2021. At
present, migrant families are ndil@ to access food in States other than their
domicile State. This scheme will enable a migrant beneficiary to access the
public distribution system from any fair price shop in the country. -Btede
portability has been introduced in twenty States. Aanynas 670 million
beneficiaries intwenty-three states covering §#r cent of beneficiaries of the
publicdistributionsystem willbecovered bynationalportability by August2020

and 100 per cent national portability will be achieved by March 2021. All the
States/Union Territories are expected to complete full automation of fair price
shops by March 2021.

SuggestedAreasof Reforms

Restructuring of FCI

A Theentirefood grainmanagemengystemmustbemademoreefficient byreorienting
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therole of the FCIl in MSP operations, procuremergforageanddistributionof grains
under theTPDS. This wa®neof thekey recommendatiorns the Report of theHigh

Level Committee on Reorienting the Role and Restructuring of Food Corporation of
India (Shanta Kuma€ommittee) Report angie agree withthis recommendation.

Revisionin theratesof CIP

A The issue of the burgeoning food subsidy bill needs to be addressed by the Union

Government for the sustainability of food security operations. The rates of CIP were
fixed under the NFSA initially for a period of three years from the date of
commencementfahe Act on 13 July 2013. Since then these rates have not been
revised.ThewidercoveragerovidedundertheAct, togethemwith lower CIPsthanthe
preNFSA regime, havebvious implications fothefood subsidy bill.

Issueof procurement under stocking norms and transparency in the subsidy mechanism

A Openended procurement of food grains by FCI far beyond buffer stocking norms

createsa shortagen theopenmarketataparticular poinof time. Later, FCresorts to
openmarketsale. In201819, FClgodowns weretocked with threémes moreood

grains than the stocking norms/buffer norms required, following which it started an
open market sale scheme to bulk buyers. It was also seen that the infrastructure required
for storage of the food grains was short of requirement. Adequate effoulsl sti&o
bemade taaddress this issue.

Accountability with responsibility

A

Improving government accountability, efficiency and effectiveness along the chain
from inputs to outcomes is perhaps India's biggest economic policy challenge. More
than a third of the value of food subsidies does not reach the intended beneficiaries
becase food stocks are either wasted or sold illegally in the open market. The
Government needs to strengthen the implementation mechanism and ensure that
subsidies reach theeneficiaries withouanyleakages.

Switch to DBT

A

It is recommended thail theStatesshould strive tewitch toDBT asthiscanhelpin
reducingthefood subsidybill of theGovernmentlt is alsosuggestedhat100percent
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introductionof biometricidentificationandAadhaarcanplugtheleakagesn thepublic
distribution system.

Diversification in basket of choice

A In order to maintain nutritional balance and looking at the change in the food
consumption pattern from cereals to other pret@h foods, the Union and State
Governments should taleteps tadiversify commodities distributed under theblic
distribution system.

Rationalisation of sugarcane pricing

A In line with recommendationsf theCommissiorfor Agricultural Costs& Prices, itis
suggested that rationalisatioof sugarcane pricing is extremely important for
improvingtheefficiencyof thesugarindustry.Fairandremunerativerice (FRP)must
beimplementedn all the Statesandtheannouncemertf the Stateadvisedrice(SAP)
by Statescould bereconsidered. Also, & StateGovernment decides tmntinue with
the SAP, the difference between SAP and FRP should be paid by it directly to the
farmers.

Sustainable planning and implementation

A The Department of Food and Public Distribution has mentioned in its memorandum
that in the medium term, subsidy rationalisation and better targeting may result in a
reduction in the subsidy bill. It also pointed to many factors influencing the
procuremenprice, which is part of the economic cost. The Government may often
increase the minimum support price to help farmers in distress or because of market
conditions. The Government needs to look closely at this issue as well in order to
manage the rising saialy bill.
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Chapter 9
Ministry of Home Affairs

TheMinistry of Home AffairgMHA) has variedresponsibilitiesthe mostimportantamong
thembeinginternal security bordermanagementJnion-Staterelations, administratiomof
Union Territories, management of the Central Arnfgalice Forces and disaster management.
Though'public order'and 'police’ are the responsibilitiesf States under the Seventh Schedule to
the Constitution, Article 355 charges the Union with the responsibility to protect egtaye
against external aggression and internal disturbaaceto ensure thathe governmenof every
state is carried onn accordancewith the provisions of the Constitutiomn pursuance of these
obligations, the Ministry of Home Affairs continuouskyonitors theinternal security situation,
iIssuesappropriateadvisoriessharesntelligenceinputs,extendsnanpoweandfinancial
supportguidanceandexpertisdo StateGovernmentfor themaintenancef security peace
and harmony without encroachingpon the constitutional rightsf the States.

Overall Profile of the Ministry

1. The Union Budget 202@1 allocated Rs. 1.67 lakh crore to the Ministry of Home
Affairs (this includes police and Union Territories). This allocatioB.& per cent of
the Union Government's total budget of 220and 0.7 per cent of estimated gross
domestigproduct(GDP). Thisis anincreaseof20 percentovertherevisedestimates in
201920, which was Rs. 1.39 lakh crore. Further, this is 41 per cent higher than the
budget allocation of 20120, which was Rsl.19lakh crore. A significant paxf the
increase is because funds to Jammu and Kashmir and Ladakh are being allocated
through the Ministry of Home Affairs in 20221, following the reorganisation of
JammuandKashmir intotwo Union Territories ofJammuandKashmir and_adakh.

2. Theallocation taheMinistry of HomeAffairs is thefourth highestallocationamongall
Union Ministries. Theyearwise allocation igivenin Figure 1.

Figure 1: Year-Wise Expenditure on Ministry of Home Affairs
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- Expenditure of MHA as % of GDP (RHS)
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Source:Union Budgetsand CSO
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3. The Ministry spends 6fercentof its allocationon establishmenalone, followed by
expenditure on other grant/loans/transfers.
Figure 2: Composition of Budget Allocation
(Rs. lakh crore)
B Establishment expenditure B Central sector schemes/projects
B Other central sector expenditure Other grants/loans/transfers/ C55
. ; (=]
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Source:Union Budgets

4.

5.

Of thetotal budgetprovisionfor 202021, 62.9ercentis allocatedfor thepolice, 31.6
per cent for Union Territories, and 1.5 per cent for disaster management and the balance
4 per cent for miscellaneous items.

The expenditure on Union Territories declined from 14.9 percent in-2616 10.8
percent in 20120 (RE). It increased to 31.6 percent in 2@20(BE) due to the
reorganisatiorof Jammu and Kashmir. lour Report for the Year 20281 we stated
that since Union Territories athe responsibilityof the Union Government, they are
within the purview of the Union Budget. After notional estimation, the share of the
erstwhileStateof JammuandKashmir wouldhavecometo around0.85percentof the
divisible pool. Wetookaview thatthereis astrongcasefor enhancingt to 1 percentof
thedivisible pool inorder to meet the security and thther special needs of the two
Union Territories. Since this enhancement is to be met from Union Government's
resourceswe recommended thdhe share ofStatesn theUnion's taxededecreased
from 42percent tod1 percent for 20221.
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Figure 3: SectorWise Expenditure(%)
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6. UndertheConstitution,policeandpublicorderareStatesubjectsHowever,theUnion
Government supplements the efforts of the States to fight extremism. The Union is
responsible fothesevenCentral Armed Polic&orces (CAPFs) anithe Delhi Police.

In addition, it provides the infrastructure for border management and intelligence
gathering. The Union Government also supports the expenditure on the state police
through the Centrally sponsored schem@SS), Assistance to States for
Modernisation of Police Forces etc.

8.4

Figure 4: Composition of Police
Expenditure, 2015-16 (%)
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7. Following the recommendations the Fourteenth Finance Commission (X0/), it
was decided that theéSSfor modernisation of police forces would be delinked from
Union Government funding from 2015. However, theéStanding Committee on
Home Affairs, in 2015 and 2017, highlighted the strategic importance of the
scheme, and the improvements brought about in infrastructure of state police

forces throughout the country. The Ministry advocated for continuation of the
schemeandalsoextended Central assistancdheStates.

Figure 6: Union Funds for Modernisation of State Police Forces and Crime
and Criminal Tracking Network and Systems

(Rs. crore)

840 799

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

2019-20 (RE) 2020-21 (BE)

Source: ExpenditureBudgetsUnion Government

8. Theshareof revenueexpenditure inhetotalexpenditure otheMinistry hasincreased
from 86.25 per cent in 20185 to 91.54 per cent in 2049 and the share of capital
expenditure has, correspondingly, declined from 1Béi5cent to 8.46 per cent over
the same period. However, the revenue expenditugstisiated talecrease by 0.98
percentand thecapitalexpenditure increase lilgesame ratian thebudgetestimates
0f202021.

Figure 7: Ratio of Revenueand Capital Expenditure

H Revenue expenditure as % of total expenditure H Caplital expenditure as % of total enpenditure

s
: : :

) O
-
-]

17 2017-18 2018-1% 2019-20[RE) 2020-21(BE)

86,25

| R
L
S D
o
@

| RS

L EEX

10.88

Source:Union Budgets

100



Chapter9: Ministry of HomeAffairs

9. Disaster Management: The Ministry of Home Affairs is the nodal Ministry for
handling alltypesof disasters othahandrought, whichs handled bythe Ministry of
Agriculture. It is responsible for various aspects of disaster management, including
capacity building, mitigation and response to natural calamities andmade
disastersWith theoutbrealof thenovelCoronavirusdiseas€¢Covid-19) globally, it is
for thefirst time thatapandemidasbeenrecognised aa 'notified disaster' Themove
has enabled State Governments to spend a larger proportion of funds frStatthe
Disaster Response Fund (SDRF) to fight the pandemic. Subsequently, the Disaster
Management Act has also been invoked for the first time to effectively manage this
crisis.In April 2020, thdJnion Government releasethamountof Rs.11,092crorein
advancdo Statesinderthe SDRFto fight thepandemicFigures3 and9 showtheitem-
wiseallocation related tdisaster management. Thejor portion of theexpenditure
on disaster management is spent by the Ministry of Finance, while the Ministry of
Home Affairs hassmaller share ispending.

Figure 8: Expenditure on Disaster Management
met from the Ministry of Finance Budget

(Rs. crore)
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Figure 9: Expenditure on Disaster Managementmet from the Ministry of
Home Affairs Budget
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Challenges
Insufficient budgetallocation

A Initsmemorandum tas,the Ministry of HomeAffairs hasmentioned thathebudget
allocation is not sufficient to meet its requirements, as a result of which capital
spending hastagnated. Theris animmediate neetb increasespending orsecurity,

includingexpenditureonpolice.It will alsofacilitateeaseof doingbusinessandattract
foreigninvestment.

Needfor separatefunding mechanismfor internal security

A The Ministry has proposed thatsaparate fund for internal security $etup, which
could beutilisedto meetthecapitalexpenditures ofhe UnionandStatesona priority
basis.Theshortfallbetweerbudgetaryprojectionsandallocationsor capitalheadgor
CAPFsandalsofor theschemdor modernisation opoliceforcescould beanindicator
for quantifying theamount for theseparatéund.

A The Ministry estimatedspecificgrantsfor internalsecurityto thetuneof Rs. 63,385
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croreoverthefive yearsof ourawardperiod. Thiswasbasedontheshortfallbetween
budgetary projections and allocations for capital heads for CAPFs and other
organisationsinderthe Ministry's purview andalsofor the Schemédor Modernisation

of State Police Forces. This may be allocated in the form of a separate fund and not
clubbed with defence.

The mechanism for funding of internal security and defence should be evolved
separately for both, dbe Stateshavea shared responsibilitior internalsecurity but
not for defence.

Central Armed Police Forces

A

A

In 2017,the StandingCommittee orHome Affairs expressed conceover theworking
conditions of personnel of forcggiarding theborders (Border Security Force, Indo
TibetanBorder Police, Sashastra Seema &adl Assam Rifles). ThEommittee also
observed that the hafrea allowance for personnel of these forces guarding the
bordersvasmuchlowerthanthatof thearmedforces,despitebeingpostedn thesame
difficult terrainsandfacing harstweather conditions.

Somecommonissuesrelatedto the CAPFsare:

o] The policepopulationratio remains low in India, with only 160 personnel for
100,000population. The United Nations recommends p2psonnel foevery
100,000 populationwhile the United Kingdom has 3@hd the United States
256.Thereis aneedto raisemorebattalionsacrosgheforcesin order toensure
operational preparedness. This can also help in addressing the issue of low
police-populatiornratio.

o] Thereis a backlogof equipment, whictwill become larger whelpattalionsare
raised.

o] Service and securitkelated issues pertaining to dedicated women battalions
raised across thferces have ndbeenaddressed.

0 Thereis needfor simplificationof procedurepertaining tgprocurementf land
asit hasto bein proportion tothe sizeof theForce.

0 Issues pertaining tbuman resources management anduring availability of
family accommodation®r all ranksof officersandstaff acrosgsheforcesneed
to beaddressed.

0 Assessment of prospects of career advancement and training needs across the
forces should be done.
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Border managementand infrastructure

A

Funds should be provided for office and residential buildings, especially family
accommodation, as these are the major reasons of high stress and dissatisfaction
amongst thepersonnel, as well der purchase ofland.

Borderinfrastructurealongtheopenandporousborders withPakistan, BhutaniNepaland
Bangladesh needs to be scaled up to ensure mobility of troops and preparedness of the
forces guarding these. Emphasis shoulthiokon better integrated border outposts.

It is necessary to beef up essential infrastrucsuieh as border fencing, alleather
roadsandlighting of bordersasit canhelpin strengthening theecurity ofcampuses.

There should be nedshsed procurement of unmanned aerial vehicle (UAVS) for
surveillance, lifesaving vehicles andther essentials.

Needbased Air Force support should be provided for the delivery of essentials for
forces based isensitive andiifficult terrains.

Disaster management

A

The National Disaster Response Force (NDRF) needs to be strengthened on a
continuoushasisby increasingts manpowemaswell asprovidingit modernequipment

and training infrastructure. In addition, the various schemes under the National
Disaster Management AuthorityNDMA) also need to be revisited and the
requirements fodisastemanagement faihe2020-25 period needto be meticulously
worked uporin consultation with various stakeholders.

Allocation to the SDRF may be enhanced to R50 lakh crore during the FEV
award period.

TheNationalDisasteMitigation Fund(NDMF) needgo besetupandvariousCentral
schemes relatingp disaster mitigatioshouldbebroughtunderits purview.

A certain percentage of allocations to States and urban local bodies should be
earmarked for revamping of fire services.

Union Territories without legislature

A

Union Territorieswithoutlegislatureshouldbe providedadequatdéinancial supportto
bridge theresource gaps they face. Tisisould beduly supplemented bgppropriate
delegation of administrative and financial powers by making suitable Constitutional
andexecutive interventions imphased manner.
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SuggestedAreas of Reforms

General

A The Union Government could direct State Governments to promote skill and

competence among police personnel at the gasslevel, encourage attitudinal

changes irthe police, encourage gender sensitisatizarness technology amthsure
community policing.

A TheNationalCrimeRecordBureau(NCRB) databas@eedgo beupdated.

Policeand CAPFs

A

A

Thereis a needto balancethe inter-se priority betweenthe different CAPFs. An
optimal manner tdistributethefundsamongthedifferent forcesnaybedeveloped.

Stepamustbetakento build residential unitso meettheshortage®f housedor police
and CAPFs personnel.

Needbasedskill developmentschemesmay be introduced. Existing training
programmes all levels of theorganisationasetup may beeviewed.

Steps should be taken to improve the working conditions of forces at border and the
CAPFsandthehardareaallowance may alsbesuitably revised.

Security

A

A

As suggested byhe Standing Committee, thdinistry of HomeAffairs should make
efforts to procure mineesistant vehicles. This could be done through import or
domestic manufacturing under the 'Make in India' programme. The Committee had
recommendethisin thelight of thefactthatpoliceandparamilitarypersonnefighting
left-wing extremism wergettingkilled becaus®f mineblastsandambushes.

The Standing Committee noted that the proposaldiestruct 50®utposts along the
borders with Bangladesh and Pakistan had been reduced to 422 outposts in 2016. It
recommended thatuch a reduction should beconsidered sincg09outposts would
reduce the inteoutpost distance to 3.5 km, which would strengthen security. We
endorse this recommendation.

We alsoendorse th&tanding Committee recommendatibatthe Ministry of Home
Affairs shouldadoptamulti-prongedstrategyto preventyouthfrom takingto militancy

and curb financing of militant groups and simultaneously launch ceunsiergency
operations.
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Disaster Management

A

In ourReportfor theYear202021,we proposecomprehensivereatmenof theentire
gamut of functions of the disaster management cycle and had made the following
recommendations:

8

Mitigation fundsshallbesetup atboththe nationalandStatelevelsin theform of
a NDMF andState Disaster Mitigation Funds (SDMF).

Creationof fundsfor disastemitigationalongwith disasteresponseyhichwill
together be called National Disaster Risk Management Fund (NDRMF) and
State Disaster Risk Management Funds (SDRMF).

Total amount allocated to the States for SDRMF shall be Rs. 28,983 crore in
202021, of which the Union share is Rs. 22,184 crore (which is 114 per cent
more than the Rs. 10,344 crore provided for SDRF in the -201Budget
estimates). Out of this amountRs. 28,983 crore, thehare of SDRF shall be
80percentandtheshareof SDMF 20 percent.Within the SDRFallocationof 80

per cent, there would be three sllmcations: Response and Relief (40 per
cent), Recovery and Reconstruction (30 per cent) and Preparedness and
Capacitybuilding (10 per cent).

Werecommendedtotal nationalallocationfor disastermanagemeriNDRMF)

atRs. 12,39@&roresin 202021 by using thexpenditurebased methodology.

FC-XV recommendationson disaster managementin its final report

8

The ratio of contribution by Union and States to the Statel allocations for
disaster management recommended byXHC should be maintained. Thus,
States are to contribute 25 per cent of funds of SDRF and SDMF except the
North-eastandHimalayanStatesvhich shallcontribute 1(percent,andtherest

is tobe provided by the Union Government.

Mitigation Funds should be set ap both the national and State levels, in line
with the provisions of the Disaster Management Act. The Mitigation Fund
should be used for those lodal’el andcommunitybasednterventions which
reduce risks and promote environmémgndly settlements and livelihood
practices.

Allocation of disastemanagemerfundsto SDRMFsshouldbebasednfactors
of past expenditure, area and population, and disaster risk index (which reflect
States'institutional capacity, risk exposure,and hazard and vulnerability
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respectively). Assuming amnual increase of 5 per cent, areive at the total
corpusof Rs1,60,153crorefor Statedor disaster management fitreduration

of 202126, of which the Union share is Rs. 1,22,601 crore and States share is
Rs. 37,552 crore.

Total States' allocatiofor SDRMFshould besubdivided intdunding windows
thatencompass thielll disaster management cycle. Thus, $iERFshould get

80 per cent of the total allocation and the SDMF 20 per cent. The SDRF
allocationof 80 percentshould beurtherdistributed agollows: Response and
Relief - 40 per cent; Recovery and ReconstructiorBO per cent; and
Preparedness and Capadityilding - 10 per cent. While théunding windows

of theSDRFandSDMF arenotinterchangeableherecould beflexibility for re-
allocation within the three sulvindows ofSDRF-.

The allocation for the NDRMF should be based on expenditure in previous
years Assuminganannuaincreaseof 5 percent,thetotal nationalallocationfor
disaster management is estimated to be Rs. 68,463 crore for the dura@at: of

26.

Theallocationfor the NDRMF shouldalsobesubdivided intdunding windows
similar tothatof States' allocation fadisaster management. Hence, the NDRF
should get 80 per cent of the total allocation for the NDRMF, with further
division into40 percentfor Response and Relief, p@rcentfor Recovery and
Reconstruction and 10 per cent for Preparedness and Calpaitityng. The
NDMF should beallotted 20percentof thetotal allocation for the NDRMF. If
required, theMinistry of HomeAffairs mayexamine theeedfor amending the
DisasteManagement Adb createhreesubwindows withintheNDRF. While
thefunding window of NDRFandNDMF shouldbe maintained, thereouldbe
flexibility for re-allocation within these sulindows.

A FC-XV recommendations orDefenceand Internal Security in its final report

8

The Union Government may constitute in the Public Account of India, a
dedicated nottapsable fund, Modernisation Fund for Defence and Internal
Security(MFDIS), tobridgethegapbetweernprojected budgetary requirements
and budget allocation for defence and internal security. This may be called
Rashtriya Suraksha Naivedyam Kosh any other appropriate namé&he
proceed®f thefund will beutilised forthefollowing threepurposes:
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(@) capitalinvestmenfor modernisation oflefenceservices;

(b) capital investmentfor CAPFs and modernisationof StatePolice forcesas

(©)

projected byMHA; and

a small componentas welfare fund for our soldiers and paramilitary
personnel.

The fund shall havethe standardotified rules for its administration,public
reporting, and audlly theComptroller and Auditor General.

Thedetailsaregivenin Chapter 11Defenceandinternal Security) o¥/olume |
of the report.
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Chapter 10
Ministry of Housing and Urban Affairs

TheMinistry of HousingandUrban Affairs hastheoverall responsibilityof formulating
policies, sponsoring and supporting programmes, coordinatingactivities of various Union
Ministries, Stat€Governments andthernodal authoritiesand monitoringprogrammes relating
toall aspect®f housingandurbandevelopment.

India isurbanising rapidly. The Census 2011 reports India's urban population at 377.1 million,
having risen from 286 million in 2001. MilliofPlus cities are faces with increasingesponsibilities
anddeterioratingfinancesThesecitiesare, of late, facingchallenge®f urbansprawland
migrationleadingto severestrain oninfrastructure,ecological degradationespeciallyrising air

and water pollution, amongst others. These are constraining their capacist s engines of
growth,therebyhampering theicapacityto generate "agglomeratioeconomies".

There is a need tadopt an integrate@nd holistic approach by developimgore compact and
ecojriendlycities. Revenuenobilisationmethodgo financially empowethemunicipalities
shouldbeamongsthekeyagendatemsoftheMinistry.

Overall Profile of the Ministry

1. Inthe Union Budget of 20201, theMinistry of Housing and UrbaAffairs hasbeen
allocated Rs. 50,040 crore, whigk 1.64 per cent of the Union Government's total
budget and 0.22 per cent of estimated gross domestic product (GDP). Tasgear
allocation of the Ministry igjiven inFigure 1.

2. Inthelastfew years, almost 987 percentof the Ministry's expenditure i®n Central
sector schemes and Centrafigonsored schemes (CSS). The yeige heaedvise
expenditurds detailed inFigure2. TheMinistry implementsafew of thecoreschemes
of CSSrelating tourbanplanning, infrastructurandurban transport (Figure 3).

Figure 1: Expenditure of Ministry of Housingand Urban Affairs
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Source:Union Budget
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Figure 2: Head-wise Allocation of Ministry of Housing and Urban Affairs

201516 201617 201718 201819 201950 (RE) 202021 (BE)
\/ Establishmenexpenditure \/ Centralsectorschemes/projects
\/ OtherCentralsectorexpenditure \/ Centrally sponsoredschemes

Source: Union Budget

Table 1: Central Sectorand Centrally SponsoredSchemes

Ministry expenditureon Central | 2.22 3.21 3.03 2.82 2.85 2.58
sectorschemesas % of Union
expenditure on Central sector
schemes

Ministry expenditureon CSSas | 3.29 6.89 7.29 7.13 5.92 7.31
a% of Unionexpenditureon CSS

Figure 3: Schemewise Spendingon CSSfor 201819

B PMAY-Urban 1

= Deendayal Antyodaya Yojana-
National Urban Livelihood Mission
(DAY-NULM)

A Of thetotal expenditureon Central sector
schemes around 80 per cent is speEnt
metro rail projects.

A Schemewise spending foESS for 2018
19 (in percentageis depictedn Figure 3.

= AMRUT (Atal Mission for
Rejuvenation and Urban
Transformation)

" Smart Cities Mission

m Swachh Bharat Mission (SBM) «
Urban

Source: Union Budgets
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Major SchemegdJndertaken By the Ministry

Deendayal Antyodaya Yojana - —
Employment generatedfor over 12.4lakh beneficiaries

Nétl(?nal Urban lee“hOOdS More than 13lakh urban poor imparted skill training
Mission: TheDAY -NULM aimsto
Over 3.7 lakh selthelp groups formed

reduce poverty and vulnerability 0vaer 9 lakh street vendors given ID cards
the urbanpoor by accesgo gainful

selfemployment and skilled wage employment opportunities, build strong grassroots level
institutions, provide shelters with essential services to the urban homeless and address
livelihood concerns of therban street vendors.

Pradhan Mantri  Awas Yojana 79.77lakh housessanctioned

(Urban): PMAY-U aims toprovide 43 g3jakh housesgrounded for construction
housingfor all by 2022andis being = 18.07lakh housescompleted
Over 5.07lakh beneficiariesunder Credit Linked
Subsidy Scheme(CLSS)
implemented since June 2015. It providesCentralassistancéo urbanlocal bodies and other

implementing agencies for:-gitu rehabilitation of existing slum dwellers; Credit Linked Subsidy Scheme

(CLSS); affordable housing in partnership and benefidedyonstructionénhancement.

SwachhBharat Mission (Urban): All cities of twenty-three States/Union Territories
SBM-U was launchedn 2 October declared ODF

2014 for dive-year period with th&2.7 lakh (94 per cent) individual household toilets
objective of achieving 100 per ceahd 5.12 lakh (100 per cent) community/public

open defecationfree (ODF) statustoilets constructed
and 100 per cent solid waste 52 per cent scientific processing of municipal
managemenin all urban local solid waste, up from 18 per cent in 2014

bodies.

4,758projects worth over Rs.62,704crore under

Atal Mission for Rejuvenation
implementation/completed

and Urban Transformation:
(AMRUT) waslaunchedn 25 June Over 59lakh streetlights replacedwith LED lights
2015with theobjectiveof providing Municipal bondsworth over Rs.3,390crore issued

universal water supply by eight cities

in 1,668 urban local bodies, of which all urban local

bodies of eleven States/Union Territories

developinggreenspacesndparks
friendly to childrenand differently
abled; improvementin storm water drainage and nonmotorised urban transport and
incentivising States/Union Territoriesitaplement a reform agenda.
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Smart Cities Mission: The Smart No. of Smart Cities: 100

Cities Mission, launchedon 25 June 4,758projects worth over Rs. 62,704crore under
2015, aims to strengthen urban implementation/ completed

infr astructure through the 5,151projects worth Rs.2.05lakh crore sanctioned
application of smart solutions and 2,676 projects worth Rs. 86,693crore grounded

provide a better quality of life to 823projects worth Rs. 14,236crore completed

citizens. 16 Smart City Centresoperationalised

Heritage City Development and 77 projects worth over Rs. 423 crore approved
Augmentation Yojana: Thisis a 31 projects worth over Rs. 196 crore completed
Centralsectorschemdaunchedon

21 January 2015 with a provision of Rs. 5€0@re The scheme aims to bring together urban
planning, economic growth and heritage conservation in an inclusive manner in Ajmer,
Amaravati, Amritsar, Badami, Dwarka, Gaya, Kanchipuram, Mathura, Puri, Varanasi,
Velankanni and Warangal.

Urban Transport: There is an 400 km of metro projects commissioned
urgentneedto conserveenergyand 647 km of Metro Rail operational in eighteen cities
land, control pollution anc 880 km of Metro Rail under implementation in
greenhouse gas emissions. Urk eighteencities

transporis asolutionto theseissues. Approval of 82 km of Delhi-Meerut Regional Rapid

Hence planningandmanagemeraf _'"ansit System (RRTS) project

urbantransportserviceqespeciallymetroservicesyequireimmediateattention.

Source:e-BookMinistry of Housing and Urban Affairs, Transforming
Urban Landscape 2012019

International Comparison
Global Liveability Index (GLI) 2018

A TheGLlI, developed byhe Economic Intelligence Unit ranks 14flies (Mumbaiand
New Delhi from India) in terms of security, affordability, education, and healthcare,
urban lifestyle and infrastructure. New Delhi was rankeddi®Mumbai 117 ithe
2018index.
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Global Competitive Index (GCI) Ranking 2018

A The GCI, developed by the World Economic Forum (WEF), ranks 140 countries on
competitiveness on the basis of indicators organised into twelve pillars: institutions,
infrastructureJCT adoption, macroeconomic stability, health, skills, product market,
labour market, financial system, market size, business dynamism, and innovation
capability.

A The pillar of infrastructure captures the quality and extension of transport infrastructure
(road, rail, water and air) and utility infrastructure. \Aiveloped infrastructure
lowerstransportatiorandtransaction costandfacilitates theanovement of goods and
people and the transfer of information within a country and across borderdatyglia
in key indicatorsof servicedelivery ashighlighted inTable2.

Table 2: Ranking of India with Key World Economies on
Parameters of Service Delivery

. . . . South . United
India Brazil Russia China Africa Singapore States
Quality of roads 51 112 104 42 58 1 11
Electrlfl_catlon rate (% of 105 73 1 1 102 1 1
population)

Electric power
transmission and

distribution losses (% 110 96 64 21 50 1 26
output)

Exposure to unsafe

drinking water (% of 106 57 54 75 95 25 1
population)

Reliability of water 74 78 53 68 93 3 27
supply

Infrastructure 63 81 51 29 64 1 9

Source:Global CompetitivenesReport WEF
Note RankingOrder. AscendingOrder (Bestto Worse)

Property Rights and Quality of Land Administration

A Indiastill hasaweaklandadministratiorregimeascompared tdey world economies.
Land isa State subjectywhich has led twariations across Statestimedigitisation of
landrecords, mutation, angaktime updatingof the Recordof Rights. According the
GCI 2018 ranking, India lags muality of land administration; its position142, as
compared teighty-two for Brazil, fifteen for Russia, fifpne for China aneighty-
three for South Africa.
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A Accordingto theWorld Bank'sDoing BusinessReport2019too, Indialagsin theareas
of registering property and enforcing contracts.

Table 3: India's Rank in Property-related Reforms

Economy Ease Reforms making it easier to do business
of Starting Dealing Getting :- ! Getting Protecting Paying Trading' Enforcing! Resolving

doing & with  electricity, _Em . credit minority taxes across !contracts!insolvency
business " gongruction | S8 E investors borders :
I & | [ |
I I . .
Djibouti 99 v : v : v v 1 v 1 ¥
China 46 v v v Y v Y v :
India 77 v v v [ v v I
Kenya 61 : v : v v v | I

Source:Doing BusinessReport2019,World Bank

Initiatives to Deal with Fallout of Covid-19 Pandemic

A Accordingto aUnited NationsPolicy Brief ontheimpactof Covid-19, urbarareasare
the epicentref the pandemic, hosting an estimated 90 per cent of total cases. With
sectors such as tourism, housing, healthcare being negatively affected by the pandemic,
coupled with difficulties in access to clean drinking water, urban areas might find it
more chadknging to address the crisis. The Government of India has launched various
relief packages for thisector.

Affordable rental housingcomplexesfor migrant workers/urban poor

A The Union Government announced the building of affordable rental housing complexes
(AHRCs) asasubscheme of PMAYU in order toprovide housing téhe urbarpoor
and migrant workers close tioeir placeof work workplace aaffordable rents. This
could follow two models:

0 Model 1: Converting existing governmefitnded vacant houses in cities into
ARHCs through a concessionaire in a pulplitvate partnershigrrangement.

0 Model 2: Construction, operation and maintenance of ARHCs by public or
private organisations on their own vacant land. These could be trade
associations, manufacturing companies, educational/ health institutions,
development authorities, housing boards, CentraéStaublic sector
undertakings.
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Extension of registration and completion date of real estate projects under Real Estate
Regulatory Authority (RERA)

A

TheMinistry issuedanadvisoryon 13 May 2020suomotoextending, bysix months,
from 25 March 2020the registrationandcompletiondateof all incomplete registered
projects.

Pradhan Mantri StreetV e n d o r 6 Nirbhart Nidhi

A The Union Government announced a R€00crorespecial credit facility tdenefit

fifty lakh urban street vendors.

Key Recommendation®f FC-XV in its Report for the Year 202021

A

Themandatoryconditionof growthof propertytaxin tandemwith thegrowthof gross

state domestic product (GSDP), made by us in the report for-2020 order to
qualify for grantsmayberemoved ashereis no correlation betweethetwo. Instead,

it should be mandatory for urban local bodies to notify a road map for increasing
collectionof property taxatesandusercharges t@overoperationsandmaintenance
cost.

The MoHUA mustbe madethe nodalministry withrespect tgrantsfor Million -Plus
citiesto takestepsto check airpollution, like useof mechanical sweeping machines,
promotionof non-motorisedransporipedestriarandcycle), pavingthesideflanks of
theroadwith facility for waterpercolation, etcTheMinistry of Environment,Forests

and Climate Change (MoEF&CC) may be given a separate grant for installation of
systems to monitor air quality.

Separatgrantsmaybeallocated tdJLBs for public healthinfrastructureandprimary
healthcareclinicsin informal settlementandlow-income neighbourhoods.

An activemunicipal borrowingmarketmustbecreatedhroughthecityfinanceportal,

which serves as a national framework of standardised, timely and credible financial
information on cities. It facilitates benchmarking, comparison and peer learning
betweertitiesona rangeof financial indicators

A substantial increase in grants is needed for bridging the resource gap of
municipalities,whichis anticipated aRs.12.27lakh croreovertheperiod2021-22 to
202526.

'httpsi/cityfinancein/hnome
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Devolution to municipalities may be increased by at least four times (Rs. 3,48,575
crore), as compared to the IV award.

The MoHUA and the Controller General of Accounts (CGA) should develop an
account maintenance system, National Municipal Accounting Manual (NMAM),
which will beintegrated witithe Public Financial Management System (PFMS). For
this, theMinistry suggestedtotal fund requirement oRs.213crore(Rs.193croreto
State Governmentand Rs. 2@rore tothe MoHUA).

The Ministry sought Rs. 450 crore for building service centres shared by municipal
clusters.

TheMinistry wasof theview thatinstead ofamodelproperty taxact, whais required

is a toolkit consisting of (a) best practices across States/cities in each stage of the
property tax lifecycle;and (b) model statutory provisions that can be incorporated
within existing property tax rules to strengthen administration. It informed us that a
consultative group of urban development ministers from six States (Gujarat, Odisha,
Tamil Nadu, Punjab, Tripa and Uttar Pradesh), constituted to pursue our
recommendations on property tax, has reviewed the municipal legislations of all
twenty-eight stateandidentified thebestpracticesn laws, proceduresndon-ground
activities.

Key Proposalsof Ministry to FC-XV

A

A

TheMoHUA, in its revised memorandum tesfollowing thereleaseof the report for
202021, made the following proposals:

Themandatoryconditionof growthof propertytaxin tandemwith thegrowthof GSDP

in order toqualify for grants may be removed. Insteatification of, and adherence

to, a road map for increasing property tax rates and user charges to cover O&M cost
andpartof capital expenditurenust benademandatory.

MoHUA mustbemadethenodalministry withrespecto grantsfor Million -Pluscities

to takesteps tacheck air pollution, like mechanical sweeping machine, promotion of
non-motorised transpofpedestriarandcycle), pavingthesideflanksof theroadwith
facility for water percolation etc. The MOEF&CC may be given a separate grant for
installation of systems to monitor air quality.

Separate grants may bkocated taurbanlocal bodies for public health infrastructure
and primary health care clinics in informal settlements and -ihcame
neighbourhoods.
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A An active municipal borrowing market must be created through the cityfinance.in
portal, which serves as a national framework of standardised, timely and credible
financial information on cities. It facilitates benchmarking, comparison and peer
learning betveencitiesonarangeof financial indicators.

A Substantiaincreasén grantsis neededor bridgingtheresourcegapof municipalities,
whichisanticipated afs. 12.27akhcroreovertheperiod 202122 t0 2025 26.

A Devolution to municipalities may be increased by at least four times (Rs. 3,48,575
crore), as compared to the BQV award.

A The MoHUA andthe CGA shoulddevelopanaccountmaintenance system, National
Municipal Accounting Manual (NMAM), which will be integrated with PFMS. For
this, theMinistry suggested total fund requirement of Rs. 2id@e(Rs. 193croreto
States and Rs. 2ffore to MOHUA).

A The Ministry sought Rs. 450 crore for building municipal clustered shared service
centres.

A The Ministry noted that a consultative group of urban development ministers with
regionalrepresentatiofrom six Stateq Gujarat,Odisha,Tamil Nadu,Punjab, Tripura
and Uttar Pradesh) has been constituted. A steering committee of the Principal
Secretaryf thesehasbeenconstituted tsupporttheconsultative group.

A TheMinistry is of theview thatinsteadof amodelpropertytax Act, whatis required is
atoolkit consisting of thefollowing:

0 BestpracticesacrossStates/citiesn eachstageof the property taxlifecycle;

0 Model statutoryprovisionsthatcanbeincorporatedvithin existingpropertytax
rules to strengthen administration.

Challenges
Rapid Urbanisation

A Indiais urbanisingatarapidpace with thelevel of urbanisatiorincreasingrom 17 per
cent in1951 to31per cent il2011. According tahe World Urbanization Prospects:
The 2018 Revision, the urbanisation level will reach387per cent in 2025 and the
urbansector willstartsuperseding theural sector from204546 onwards.

117



FifteenthFinance Commissionvolumelll

A Theurbanpopulationhas beemising muchfaster tharthetotal population. Theirban
population estimatedtnearly377million in the2011Censusis poisedo growto 600
million by 203 . Urban areas contribute spproximately 663 per cent of GDP
and thisis estimated tincrease t@5 per cent by 2030

Growth of Million Plus Cities

A The United Nations World Table 4: No. of cities basedon sizeof urban settlement

Urbanization Prospects 208080 FETRTET DT PR RS ) B AN 5]
also projects most of the hug 3:00,0000 5,00,000 40 94

. . .~ 5,00,0000 1 million 30 49 70
increase in urban populatlc,ml_SmiIIion 20 52 62
will be concentrated in theg 10million 2 4 2
Million -Pluscities. Thesecities 10million or more 2 5 7

will have to act as economic
power centres attracting and
facilitating investments.

The Perils of Urban Sprawl

A Cities have attracted huge migratory and floating population resulting in horizontal
expansiorthroughwhatis calledurbansprawl,a particularform of urbandevelopment
which poses several major challenges, including greenhouse gas emissions, air
pollution, roadcongestion anthck of affordable housing.

A Cities aredeveloping in a way that results in longer commuting distances and hence
higher dependence on personal vehicles. This leads to more traffic jams, higher
greenhousgasemissionandmoreair pollution. It alsosubstantiallyncreasesheper
user costs of providing public services thes thekey for welltbeing, such as water,
energy, sanitation and public transport.

Deteriorating Urban Environment

A According to the National Clean Air Programme (NCAP) as well as data generated
from the National Air Monitoring Programme over the years, particulate matters
(PMIO andPM2.5)far exceedthepermissible levelatmanylocations, particularly in
urban areas. The air pollution probldracomes complex due to the multipliceynd

'MOHUA presentatioto XV FC
'Planning Commissio2008) EleventhFive-Year Plan(2007-2012)
'MOUD (2011).Estimatingtheinvestmentrequirementsor urbaninfrastructureservices Reportof theHigh PoweredExpertCommittee

'Source: WorldJrbanization Prospect2018
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complexity of air polluting sources (for example, industreastomobiles generator
sets, domestic fuddurning, roadsidedusts, construction activities, etc.).

Low RevenueBase

A Urbanlocalbodieshaveavery narrowrevenuebase coupledwith inadequateevenue
certaintyandbuoyancyMunicipalities'own source®f revenuehavedeclinedfrom 56
percentin 2007-08to 52 percentin 201314 and44 percentin 201516’ Accordingto
astudy donéby theWorld Bank for us, thaverage collection frorproperty taxes in
the OECD group isabout 1.1percentof national GDP. Howeveln India itis about
0.2 percenbf GDP.ForsomeOECD countries, suchsCanada, th&nitedKingdom
and the United States, property tax collections form the bedrock of local bodies
revenues andreabout3 percentof their respective GDPs.

Migration Management

A The Economic Survey of India 2017 estimates that the magnitude ofstater
migrationin India wascloseto ninemillion annually betweeA011and2016.

A Figure 4shows the nefiows for the twentysix States. Positive numbers indicate in
migration and negative numbers denote-migration. The largest recipient was the
Delhi region, whichaccounted fomorethanhalf of migrationin 2015. UttarPradesh
andBihar takentogetheraccountfor half of total out-migrants. Maharashtra, Gead
Tamil Nadu had major net imigration, while Jharkhand and Madhya Pradesh had
major net owdmigration.

A Tosustainthis churn, however, theris needfor anintegrated migratiomanagement
policy. It is, therefore, crucial to address issues like portability of food security
benefits, healthcare ambasicsocialsecurity framework fomigrants.

'‘MunicipalFinancein India, DiscussionPaper Septembef0,2018 UN Habitat India.
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Figure 4: Migration Across States
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Source:EconomicSurveyof India 2017

SuggestedAreas of Reforms

Making CitiesGo More Compact

Needfor a National TransitOrientedDevelopmen®olicy

A

A

A

TransitOriented Development (TOD) focuses the creation of higliensity mixed
land usedevelopment irtheinfluence zone of transgtations, that is, within walking
distance (50800 metre}p of transit stations or along the corridordase the station
spacing is about 1 km.

Integratedanduseandtransporiplanningwill provideaplannedsustainablgrowthto
urbancentres.

There is a need to involve communligsed organisations, urban local bodies,
State/Union Territory Governments, Union Government ministries/departments/
agencies and all other stakeholdarairban developmentin understandinghe benefits

of TOD and working ouanimplementatiorstrategy.

Cities needto go vertical

A

Restrictions on height of buildings prove a significant barrier to the emergence of a
compactity. Floorspacandex(FSl)istypically in the 1.5 3 rangefor Indiancities In
contrast,FSI inmostAsiancitiesvaries from5 to 15 andgoesupto even25in many
westerrrcities.
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Table 5: PermissibleFloor Area Ratio (FSI) in Major Cities

Ahmedabad 1.2 - central localities, 1.8 - outskirts

Bengaluru Generallyrangesfrom 1.753.35

Chennai 1.5- ordinary buildings, 2 - high rises, > 3 - influencezones
Delhi Generallyrangesfrom 1.2-3.5and4 - redevelopmenprojects
Gurgaon Generallyrangesfrom 1-1.45

Kolkata Generallyrangesfrom 1.5-2.5

Mumbai 1.33- inlandcity , 2.5- MaharashtraHousingand Area

DevelopmentAuthority (Mhada)Buildings
Noida 0.51 - Suburbs2.753.5 - centrallocalities

A An integration of TOD and flexible FSI norms in influence areas will accommodate

higher population density and foster greater job generation as compared to the area
around and beyond thefluence areas.

A Thereis aneedto adoptmixedlanduseandcompactity normsfor different scalesf
cities.

Co-living spaces

A A new trend- coliving - is emerging in the burgeoning student and working
populations across Indian cities like Bengaluru, Mumbai, Gurgaon and Pune. Nest
Away, OYOand CoHaaresomeof theprivate player@perating ithemarket.

A Coliving may offer ahigher rental yield of as muas8-11 per cent, asompared to
the current average yield of3lper cent on residential properties.-ng spaces
could also bring down theonsumer's average cost of living bynasch asl0-15 per
centwith optimalrealestateutilisationandeconomies o$cale Thereis adefiniteneed
for orienting policy towards thisegment o&ffordable housing.

Green building

A The norms suggested by the MoEF&CC with Green Rating for Integrated Habitat
Assessment (GRIHA) guidelines for the development of green buildings should be
encouraged, depending on the requirement.
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NationalCleanAir Programme Easeof Breathing

A

StateGovernmentsindcity authoritiesshouldbeencouragedndenabledo meetlocal

targets prescribed by NCAP for PM 2.5 and PM 10. The MoHUA needs to work in
coordination withthe MOEF&CC to achieve thiobjective.

Faster Adoptiorand Manufacturing of Electric Vehicles india (FAME) guidelines
needto bepromotedwith anetworkof charginginfrastructurdo beinstalledacrossall

Million -Plus cities, smartities, State capitals and major highwagsnecting major
cities.

RevenueVobilisation

Property Rights

A

Accordingto aWorld Bank Studycommissioned by¥C-XV, only twelve outof thirty
states examined had constituted Property Tax Boards, which was recommended by

FC-XIIl. TheMinistry shouldurgethestatego setup PropertyTaxBoardsto increase
the buoyancy iproperty tax revenue.

Clearly defined regulations and equal access to property rights are essential for
enabling businesses to expand their operations. Many countries have undertaken
reforms in this area, a snapshot of which is provided from the World Bank's Doing
Business Rep 2019. Reforming property rights integration with theDepartment

of Land Resources needs to d@riority agenda for the Ministry. Property Tax is a
StatesubjectandreformsarerequiredattheStatdevelto addresshisissue (Table6).

Municipal Bonds

A

The Ministry should continue its support to local bodies to explore the issuance of
municipalbondsasasourceof finance.Largermunicipalcorporationsshoulddirectly
approachihemarketswhile anintermediarycouldbesetupto assisimediumandsmall
municipalitieswhich may nothavethecapacity taccesshemarketdirectly.

Using land asresourceto finance urban development

A

Landvaluetaxshouldbeusedasavaluecapturetool, which, apartfrom capturing any

value increment, helps stabilise property prices and discourages speculative
investments. lisconsideredo bemostefficientamongall valuecapturemethods.
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Table 6 : Someinitiatives for making property registration easier

Feature Economies Some highlights

Increased Croatia, Djibouti, Pakistan,| Croatia became fully digitised increasing the
reliability of Sri Lanka, Tonga efficiency and transparency of services providec
infrastructure the Land Registry and Cadaster.

Sri Lankaworkedtowardimplementingafully digital
Land RegistryandSurvey Department by rollingut
ageographiénformationsystemandcreatingasingle
window counter for the issuance of certificates.

Increased Azerbaijan, Croatia, Gabon and Israel upgraded their official website

transparency of Eswatini,Gabon; Indonesid include relevant information to the public at la
Israel, Mauritius Pakistan,

information X regarding and registry services.
Papua New Guinea
Pakistan and West Bank and Gaza began publi
onlineofficial statisticdrackingtheno.oftransaction:
at the immovable property registration agency.
Reducedtaxesor | Chad, CongoDem. Rep., | Democratic Republic of Congo reduced tostof
fees Congo, Rep., Djibouti, securing land and propertjtles. Guinea reduced

Guinea, Tonga the fees to transfer property from 2 per cent to 1.:
per cent of the property value.

Source:Doing Businesfkeport2019, WorldBank

A Sincelandis a Statesubjectreformsarerequiredatthe Statelevel to addresshisissue.
For instance, Maharashtra and Tamil Nadu, through State laws, have expanded the
scope of this mechanism tover urban land also. Globally, land value tax is widely
used in Denmark, Australia and New Zealand. There is a need for guiding and
supporting States tandertake moref such initiatives.

A Developmenthargegimpactfees)andmarketlinked areabasecchargesarethemost
widely used lanéased fiscal tools in States. States like Andhra Pradesh, Gujarat,
Maharashtra, Tamil Nadu and Madhya Pradesh levy impaetnigeollect itupfront
while granting development permissions. This can serve as an important revenue
generating tooéspecially ithenewerdeveloping townships.

A The Ministry, along with the Department of Public Enterprises in the Ministry of Heavy
Industries andPublicEnterprises should workutaplanfor thereleaseof land parcels
available with Central public sector undertakings, which can be used for affordable
housing projects.

FC-XV recommendationsin its final report

0 Thetotal sizeof the grantto local bodiesshouldbe Rs. 4,36,361crorefor the
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period2021-26. Ofthis, Rs.2,36,805croreis earmarkedfor rurallocal bodies,

Rs. 1,21,05%rorefor urbanlocal bodies and Rs70,051crorefor healthgrants
through local bodies. We have also recommended Rs. 8,000 crBtatés as
grants for incubation of new cities and Rs. 450 crore for facilitating shared
municipal services. The MoHUA will need to undertake both ecosystem
building aswell ashandholding forimplementatiorof thesesharedservices.

0 To address the long pending issue of account, audit and property taxation, we
have recommended that for urban local bodies, apart from the entry level
conditionof havingbothprovisionalandauditedaccountf local bodiesonline
in the publicdomain, afte2021-22, fixationof minimum floorfor property tax
ratesby therelevantStatewill beanadditionalmandatorypre-conditionto avail
the urban local bodies, Grants. Specific recommendations regarding property
taxesis highlighted involume 1, Chapte? onEmpowering LocaGovernment.

0 Urban local bodies are categorisgdo two groups, based on population and
differentnormshavebeenusedfor theflow of grantsto each basedntheir specific
needs and aspirations. For the MilliBtus cities, 100 per cent of the grants are
performancdinked through theMillion -Plus cities Challenge Fund (MCF). Basic
grantsareproposed onlyor cities/towns having populationlessthanonemillion.

0 Category | cities (urban agglomerations with a population of more than one
million) will betreatedasasingleunitfor monitoringof performance indicators
of ambientair quality andservicelevel benchmarks. Onthird of thetotal MCF
of each city is earmarked for achieving ambient air quality. The balance two
thirds of the citywise MCF is earmarked for achieving service level
benchmarks for drinking water (including rainwater harvesting and recycling)
and solid waste managementdasanitation. For drinking water (including
rainwaterharvestingandrecycling)andsanitationandsolid wastemanagement
criteria under servicéevel benchmarks, the MoHUA shall act as the nodal
ministry fordetermining theligible urbariocal bodies.

0 Sixty percentof the basic grants farrbanlocal bodies for noiMiillion -Plus cities
should be tied to supporting and strengthening the delivery of: (a) sanitation and
solid waste management and attainment of star ratings as developed by the MoHUA;
and (b) drinking water, rain water harvesting and water recycling.

o] The State Government while deciding the share of basic grant among various
ULBs in cities other than MilliorPlus cities, shall make allotment of grants
(only underbasicgrants)onapercapitabasisfor the CantonmenBoardsfalling
within the State.
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Ministry of Panchayati Raj

TheMinistry of PanchayatRajhasplayeda pivotal rolein democratiadecentralisatiorby
strengtheninghe panchayatraj institutionsacrossthecountry.ThePriaSoftsoftwarefor
panchayat accounts initiated by the Ministry has played a key role in increasing the
transparencyandaccountabilityof theaccounts of panchayataj institutions.Lack ofinter-
operability of accountsowingto differentcoding structuretthelocal, Stateand Union
Governmentevels remains onef thekeyissues theaddressedytheMinistry. Thereis a need

for uniform standardisationf accountingstandards across théree levels of Government.

Strengtheninghe institution of State Finance Commissiorgting onthe recommendationsf
theReportof the Committeen PeiformancdBasedPayments$or BetterOutcomesn Rural
Development Programmes (Sumit Bose Committee)nfanoving thehuman resource
capabilityat thethird tier of governmenandtakingthedigital revolutionto thegroundlevel
needobefocusareasfortheMinistry.

Overall Profile of the Ministry

1. The mandate of the Ministry of Panchayati Raj is to ensure compliance with the
provisions of Part IX of the Constitution, provisions regarding the District Planning
CommitteesasperArticle 243ZD, andPanchayats (Extensiontiee Scheduled Areas)

Act (PESA). The Ministry's mission smpowerment, enablement and accountability
of Panchayatraj institutions toensure inclusive developmewith social justice, and

Figure 1: Expenditure of Ministry of PanchayatiRaj
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efficient delivery ofservices. Thé&Jnion Budgetof 202021 allocated Rs901croreto
theMinistry, whichis 0.03percentof the Union Government'sotal budgetof202021

and 0.004 per cent of estimated gross domestic product (GDP). Thavigear
allocation of the Ministry is shown in Figure 1. Figure 2 indicates the -\vesel
expenditure of the Ministry. In the recent years, the bulk of this expenditure is on
Certrally sponsored schemes (CSS).

Figure 2: Head-wise Expenditure (Percentage)

I l3 I3 I3 I6 !4

2015-16 2016-17 2017-18 2018-19 2019-20(RE) 2020-21(BE)
m Establishment expenditure m Central sector schemes/projects m Centrally sponsored schemes
SourceUnion Budget

2. Oftheschemeseingimplementedy theMinistry, threemajorones- RashtriyaGram
Swaraj Abhiyan (RGSA), Incentivisatiari Panchayat and Mission Mode Project on
e-Panchayats were Central sector schemes till 21§ and have beetonverted to
CSSfrom201819.

Table 1: Central Sector Schemesand Centrally SponsoredSchemes

Central Sector SchemegqRs. crore) CSS(Rs.crore)

201516 20162017 20172018 201819 201920(RE) 202021 (BE)
Total Exp. Total Exp. Total Exp. | Total Exp. Total Exp.  Total Exp.
Capacity Building- 184.4 592.8 622.4 598 433 791
Panchayat Sashaktikaran

Abhiyaan (PSARashtriya
Gram SwarajAbhiyan (RGSA)

Incentivisatiorof Panchayat 33 34 41 25 47
Mission Mode Project on 166 12.8 101 75 20
e-Panchayats

Otherschemes 6.3 12.6 123

Total 190.7 654.9 681.5 649 465 858

Source Union GovernmenBudgets

Note: Other schemes include Action Research, International ContribWledja and Publicity, ATM services in
PanchayaBh awan 6 s
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Recentlnitiative to Improve Village Mapping

SVAMITVA Schemestanddor Surveyof VillagesandMappingwith ImprovisedTechnology
in Village Areas

Themainobjectiveof theschemas to demarkabadi(inhabited)landanddigitally prepare maps
of theseareas. Thechemehasthefollowing objectives:

A Provideanintegratedproperty validation solutionfor rural India.
Leveragingpropertyasafinancial asseby thecitizensof rural India.

A
A Creationof accuratdandrecordsfor rural planning.
A Determinationof propertytax.

A

Creationof surveyinfrastructure andslS mapthat canbe leveragedy any other
department for their use.

A Promotespatial planningin panchayatsy focusing on 60,000 Gram Panchayats
locatedalongnationalandStatehighways. Thesspatialplansareto beleversfor:
0 planning growth and change, thus providing for orderly and predictable
development
0 setting priorities for developingand maintaininginfrastructureand public
facilities
0 strengthenindocal identity andcreatinga frameworkfor future policy decisions

0 providing guidanceto land-owners, developers and Governmentauthorities.

Inter -State Comparison

3. Table2 indicates thatpproximately 3.1 million representativaie regularly elected
toabout2.6lakhrurallocal bodiesall overthecountry. Providingoasicservicesatthe
grassroots level makes them the primary interface between citizens and the
government.

Table 2: Basic Data on Panchayati Raj Institutions

\[o} of No.of Gram No. of Block No. of No. of Elected No. of Elected
PanchayatiRaj Panchayats Panchayats District Members of Women

Institutions Panchayats PanchayatiRaj  Representative
Institutions

263028 255549 6825 654 31.00 lakh 13.76Lakh (44%)
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4. The mapbelow showsthe averagepopulationper gram panchayat.

Average Population Per Gram Panchayat
National Average: 3,420

State having highest population per GP: WB, Kerala, Assam
Jammu & Kashmir States having lowest population per GP : Punjab, Uttarakhand,
(2170)
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Source : MoPR Presentation to FC-XV

The Ministry has developedszore for Gram PanchayatsaachState, based othe

performance of thgram panchayat ondicators relating tinfrastructureandaccess

to services, social development and protection, economic development and
diversificationof livelihoods. This has been developed through data from the Socio
Economic andCaste Census 2011 (SECC) and2Bé&1Census. Kerala, Tamil Nadu

and Andhra Pradesh ateeleading States itheindex.
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Figure 3: State-Wise Scoring of Panchayats

Percent of GPs in a score range: Bigger States Percent of GPs in a score range: Small States
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6. Figure 4depicts thevariationamongStates irthe extent ofdevolution of twentynine

functions of the Eleventh Schedule of the Constitution. Figunglisates the scatter

plot of how Stategankin thedevolutionin policy anddevolutionin practice. Itcanbe

seen from both the figures that Kerala and Karnataka have effectively devolved

functions bothn practiceand policy tahethird tier.

Figure 4: Devolution of 29 Subjectsin States
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Figure 5: Comparison of States based olmdexes of Devolution in
Policy and Devolution in Practice

25
= 20
=
a
-
5
B 15
&
=
&
E 10
:
o § -
@ KER

@ co W Arp
i
@ MN
@ A5
@ K
@ oo W HPp
@ CH
@ TR "] I..IE'
AP up
W HA IH
@ TN @ Rl
@ PE @ BH
& MP
W TL
KAR - 5'? WE
9 Gl
& MH
5 10 15 20 5

DEVOLUTION IN PRACTICE RANK

Source:Report of Devolution Study 201% commissionetty MoPR,
https//www.panchayat.goin/web/guest/activitieschemes

Note: Ranking ordefow rankto high rank:bestto worse

Box 1: Grants Proposedby Finance Commissions

FC-X

FC-XI

FC-XII

FC-XIII

FC-XIV

Since the FC-X was constituted in 1992, a year
before the Seventy-Third and Seventy-Fourth
amendments, its terms of reference did not
specify considering grants for the local bodies.
However, it still recommended grants which
were equivalent to 1.38 per cent of the divisible
pool to the rural and urban local bodies to
enable them to discharge the new role assigned

to them during its award period.

The terms of reference for FC-XI to FC XIV
asked them to assess "The measures needed
to augment the Consolidated Fund of a State
to supplement the resources of the Panchayats
and Municipalities in the State on the basis of
recommendations made by the
FinanceCommissionof the Staté.

Recommended grants of Rs. 4,381 crore over
the award period.

Recommended grants of Rs. 8,000 crore over
the award period of FC-XI.

Recommended grants of Rs. 20,000 crore over
the award period of FC-XII.

Recommended grants of Rs. 65,161 crore over
the award period of FC-XIII.

Recommended grants of Rs. 2,00,292 crore
over the award period of FC-XIV.
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Recommendation®f FC-XV in Report for the Year 202021

A In our Report for the Year 20291, we recommended grants of Rs. 60,750 crore to
rural local bodies. While 5per cent of thgyrants were untied, the remaining pér
cent were tied agrants for sanitation and water supply which are identified national
priorities. No conditions wergrescribed fogetting thegrantsin 202021.

Key Proposalsof the Ministry to FC-XV

A TheMinistry submitted itsevisedmemorandum tashighlighting thefollowing key
points:

8

Challenges

The FGXV may consider keeping igward for thePanchayatraj institutions
for the revised period 2022026 atRs. 10lakhcrore.

In conformance withihe provisionsof thereportfor 2020-21, thedevolution of
grants to panchayati raj institutions may be kept asp®&d cent untied for
ensuring basiservicesand50 percenttied towardsdrinking watersupplyand
sanitation, for the initial four years of the award period (223} After this,
only 25 percentmaybetied for drinking waterandsupplyandsanitatiorand75
per centleft untied for202526, taking intoaccount the progressive saturation
levels expected tbeachieved irdrinking water supply and sanitation. Gaftthe
untied grants, the panchayati nagtitutions may ballowed tocarry outbasic
serviceghroughvariousmodesof outsourcing,oncontractor selfengagement.
Theymayalsoutilise thegrantstowardsvarious revenue/recurrirexpenditure
such as operation, maintenance, wage payments, internet and telephone
expenses, fuaxpenses, rentals, contingency expenditure during calamities.

TheMinistry proposeddditionalrequiremenbf grantsfor Rs.12,000crorefor
the fiveyear period 20226 towards enabling the States to construct Gram
Panchayat bhawans) thosewhichdonothavethem, inatime-bound manner.

Audit and Accountsof Panchayats

A All Finance Commissions since tR&-X| have highlighted thdack of reliable financial
data on panchayats and municipalities and the difficulty in realistically assessing the
requiremendf resourcesor carryingoutcorefunctionsanddevelopmenexpenditure and
stressed the need for proper maintenance of anditccounts.
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