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There has been some confusion over how centre financing has changed in recent budget. Some people 

have suggested that amounts to be transferred to states have risen significantly. Others are not sure. In 

reality the amounts have not changed, the pockets have.   

 

Actually the confusion started in interim budget. The outgoing UPA govt adopted the suggestions of 

Chaturvedi committee report to rationalize the plethora of CSS schemes. Apart from streamlining the 

CSS from 147 to 59 in number, the report also asked govt to revamp its mechanism to transfer funds 

from centre to states.  

Before we discuss the changes, we need to understand what used to happen before the interim budget.  

Centre finances states via three main channels (see this paper for more details): 

 Finance commission –  

o Share of taxes (shown in receipts budget): Main purpose of financial commission is to arrive 

at magic number which serves as a basis for centre sharing taxes with the states. In 13 FC 

this magic number was kept at 32%.  

o Grants in Aid (shown in non-plan grants): Some states typically special ones need more help 

apart from share of taxes. These grants are given for to provide further support.  

 Planning Commission –  

o Support for state plan: Like Centre. States also have their plan expenditure. Centre provides 

resources to states for supporting their plan expenditure.  

o Support for Central plan: There is certain plan expenditure which centre incurs but is 

implemented at state level. Centre provides help to states on this front 

o CSS schemes: These are your several schemes like MGNREGA, Sarv Siksha Abhiyan etc which 

are implemented by centre for support for a targeted sector/group. As implementations 

happens at state level, the centre provides funds for this as well. The sharing arrangements 

differs across schemes. For instance MGNRGA used a 75:25 ratio, Pradhan Mantri Gramin 

Sadak  Yojana was 100% centre and so on. The CSS report has more details. 

 Other Grants from Finance Ministry and Others: There are some more grants given by different 

central ministries to states. Like Ministry of Finance provided grants to states for revenue loss due to 

abolition of CST, VAT etc. Home Ministry provides grants for maintenance of Police force etc.  

For purpose of this post, we will focus on Planning Commission side. As that is where the changes have 

been made and confusions arise.  So before the interim budget, we had following arrangement. 

https://mostlyeconomics.wordpress.com/
http://planningcommission.nic.in/reports/genrep/css/rep_css1710.pdf
http://www.stcipd.com/UserFiles/File/Centre-State%20Finances%20-%20A%20Primer.pdf
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There are two aspects to this issue. One is the various heads/channels via which funds are doled out. 

Second is the way in which these funds are transferred to states. First we have explained above. The 

second one also needs some explaining.  

The funds were provided via two ways: 

 Some money was going directly towards State Plans 

 Some money was going directly to implementing agencies at State/district level. This is interesting 

as quite a few schemes like NREGA, PMGSK etc were going directly to implementing agencies. The 

amount under this category had a significant amount and it did not really show into the accounts as 

neatly (shown below).  

One could argue both for and against the two ways. If funds are given directly to States then the onus 

comes on states to implement. They are accountable and have to do their bit. If funds go instead to the 

implementing agencies, the centre tries to ensure there are no delays and funds go to the agency that 

matters. The onus likes on the centre. But here the centre bypasses the states and hinders federalism. It 

also leads to confusion as the same agency could be getting funds from their state as well and then you 

know what happens.  

So the Chaturvedi committee tried to sort both the issues: 

 Rationalise the number of CSS. 

 Most funds how form part of State plans. These funds will form part of state budgets and onus to 

implement now on states. 

One can understand this change better by looking at budget documents. We compare 2013-14 budget 

with Interim Budget 2014-15. We take interim just to suggest the change was not made in the recent 

budget and also the figures do not change much from interim.  

We first see Budget at a Glance – Statement 6 . It summarises all the flows to states and UTs. I have 

shortened the original to include items that matter for our discussion: 

  2013-
2014 

2014-
2015 

Interim 

Before 2014-15 Interim and 
explanation 

After 2014-15 Interim 

1 Central Assistance for 
State & UT (with 
Legislature) Plans 

111313 330016 This is central funds for State and 
UT Plans 

Now even included in this. 
Most part of 2 also included 
here 

 Grants 100313 319016   We can see huge rise under 
this.. 

 Loans 11000 11000   

2 Assistance for Central 
and Centrally Sponsored 
Schemes 

39836 5148 This is funds for implementation 
of Central Plans/CSS at State 
Level 

Still there but just a fraction of 
the amount. Most part moved 
into 1 under Grants.  

 Grants 39836 5148   This declines 

 Loans ...    

http://indiabudget.nic.in/ub2014-15/bag/bag6.pdf
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3 In addition -     

a Direct release of Central 
assistance for State/UT 
Plans to implementing 
agencies (MPLADS etc.) 

3955 3955 MPs are also given funds for 
development in their 
constituencies. Part of 1 but 
mentioned separately 

Still mentioned seperately.  

b Direct release under 
Central Plan to 
State/District level 
autonomous 
bodies/implementing 
agencies 

107015 0 This is the direct transfer amount 
which is mentioned as additional 
funds to states. It is part of 
Central Assistance for 
Central/CSS Plan but was 
included separately. Appendix 18 
has a list of schemes which got 
funds directly.  

No amount is mentioned now 
under this. It stands at zero. 
Has moved to Item 1 under 
grants.  

c Investments made from 
National Small Savings 
Fund in Special State 
Government Securities 

33899 23562 Not relevant to our discussion 
but explained here 

No change 

 

Now let us see the various appendices in Expenditure budget, Volume I. (We first have Non-Plan Exp. 

We can see non-plan grants provided both by FC and other ministries (ignoring this)).  

Under Plan Expenditure, we have following appendices: 

 Appendix 16 : shows central assistance to state/ut plans. From 2014-15 onwards includes funds of 

Appendix 18 as well.  

 Appendix 17 : shows Appendix 16 in a more detailed manner.   Divides the amounts in loans and 

grants.  One can see huge differences here compared to previous years. The various CSS and other 

central schemes are now included in this under various ministries. The schemes and amounts have 

also moved from  18 to 17.  

 Appendix 18: shows resources transferred directly to implementing agencies. Amounts stand at zero 

from 2014-15 onwards. Publishing of this might just be stopped over the years.  

All these four statements throw different figures with respect to the state transfers. Important to 

understand what goes in each. We first compare the BAG with Appendix 17. I only show 2014-15 

numbers hoping the picture is clear now: 

Budget at a glance Appendix 17 

  Grant Loan Total   Grant Loan Total 

1 Central Asst for 
State & UT (with 
Legislature) Plans 

317712 12000 329712 1 Central Assistance 
for State & UT (with 
Legislature) Plans 

317712 12000 329712 

     a     State Plans 314814 12000 326814 

     b     UT with legis. 2898  2898 

2 Asst for Central and 5851 0 5851 2 Asst for Central and 5851 0 5851 

http://indiabudget.nic.in/vol1.asp
http://indiabudget.nic.in/ub2014-15/eb/stat16.pdf
http://indiabudget.nic.in/ub2014-15/eb/stat17.pdf
http://indiabudget.nic.in/ub2014-15/eb/stat18.pdf
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CSS CSS 

     a    To States  5505   

     b    To UTs 346   

3 MP LAD   3955 3 MP LAD   3955 

        State    3950 
        UT   5 

 Total (1+2+3)   339518  Total (1+2+3)   339518 

 

In Appendix 16, we just have Central Assistance to State Plans and not Central Assistance for central/CSS 

plans. So it does not have Rs 5851cr as above. Rest things are same. 

 Appendix 17   Appendix 16 

  Grant Loan Total   Total 

1 Central Assistance for State 
& UT (with Legislature) Plans 

317712 12000 329712 1 Central Asst to State 
Plans 

330769 

a CentraL Asst to State 
Plans 

314814 12000 326814  Includes MPLAD 3955 

b Central Assist to UT with 
legislature Plans 

2898  2898 2 Central Assist to UT with 
legislature Plans 

2898 

2 MP LAD (State – 3950; UT -5)    3955    

 Total (1+2)   333667  Total (1+2) 333667 

 

Similarly we can also compare and reconcile App 16 with BAG as well.  

So there you go. This is how the whole thing adds up.  

To recap, the changes have brought two things: 

 Rationalised number of CSS to 59. All CSS now form part of Centre resources to State Plans.  

 All funds to flow from various ministries to State Plans now. No direct flow to agencies.  

Hope it helped.  


