
2nd World Irrigation Forum (WIF2) 
6-8 November 2016, Chiang Mai, Thailand 

W.3.2.04 

 

 
1 

 

MOBILIZATION AND ALLOCATION OF FINANCIAL RESOURCES 
FOR DEVELOPMENT OF IRRIGATION AND  

DRAINAGE PROJECTS IN INDIA 
  

Shivaji Sangle1 
 
 

ABSTRACT 

  
The most difficult part in implementing a plan is the mobilization of financial 
resources. The government of India taxes the public and uses the proceeds for 
economic development; it collects the savings of the public in various ways; it floats 
loans within the country and also raises funds from foreign sources. If all these 
sources are found inadequate, the Government resorts to deficit financing or uses 
created money to finance its projects. The sources of finance available to the 
government may broadly be divided into three categories; (a) domestic budgetary 
sources, (b) foreign assistance and (c) deficit financing. About 80 per cent financial 
resources are mobilized form domestic budgetary sources. A sustained and 
systematic programme for development of irrigation facilities in India was taken up 
right from 1951 with the adoption of planning for development. Irrigation programmes 
were accorded high priority in India’s development schemes and investment priorities. 
There is consistent increase in the plan wise financial expenditure on irrigation sector 
over different plan period. Average expenditure on development of irrigation schemes 
is progressively increasing thought the plan period i.e. from 1951 to 2015. With the 
massive investment on irrigation schemes, it become possible to undertake 414 major 
projects and 1139 medium projects and created more than 110 million hectares 
irrigation potential at the end of XIth plan period. Utilization of created irrigation 
potential is better in case of minor irrigation schemes, however it is far from 
satisfactory in case of major and medium projects. 
 
Keywords: financing irrigation schemes, mobilization of resources, allocation of   
resources, irrigation potential development. 
 

1. INTRODUCTION  
 

Irrigation plays very crucial role in agricultural and in the general economic 
development of a country. The most important factors for improvement in agricultural 
productivity are the availability of adequate and timely water supply and adoption of 
modern agricultural technology. Irigation development is the integral part of overall 
economic development. Hence, irrigation development policy should be such that an 
attempt should be made for optimal utilization of water resources. Further irrigation 
has been assigned a key role in the strategy for agricultural transformation in Indian 
economic planning. From the launching of the First Five Year Plan till now, irrigation 
alongwith agriculturae, has been accorded the highest priority in our development 
schemes and investment priorities.  

 

2. DEVELOPMENT OF IRRIGATION UNDER THE PLANS 
 

In the First Five Year Plan (1951‐56), the country launched a major irrigation 
programme. A number of Multipurpose and Major Projects were taken up, such as 
Bhakra Nangal, Nagarjunasagar, Kosi, Chambal, Hirakud, Kakrapar and 
Tungabhadra. Simultaneously, minor irrigation schemes including ground water were 
given emphasis under the Agricultural Sector, along with financial assistance from the 
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Centre. During the periods of Second Five year Plan (1956‐61), third Five year Plan 
(1961‐66) and the Three Annual Plans (1966‐69), irrigation programmes were being 
implemented with new starts. 
 
During the Fourth Five Year Plan (1969‐74), the emphasis was shifted to the 
completion of ongoing projects, integrated use of surface and ground water, adoption 
of efficient management techniques and modernization of existing schemes. The new 
starts, however, continued. During the fifth Plan (1974‐78), Command Area 
Development Programme was launched as a Centrally Sponsored Scheme with the 
objective of reducing the gap between the irrigation potential created and the potential 
utilized. Initially, 60 Major and Medium projects were covered with a CCA of 15 Mha.  
 
During the Annual Plans of 1978‐80 and the Sixth five Year Plan (1980‐85), ‘new 
starts’ continued and at the end of Seventh Plan, there were as many as 182 major 
and 312 medium ongoing projects requiring an estimated amount of Rs. 39,044 crore 
at the 1990‐91 price level for their completion. ‘New starts’ were, therefore, restricted 
considerably and greater emphasis was laid on completion of projects, which were in 
the advance stages of completion (those with an expenditure of 75 percent or more). 
This was continued during 1990‐91 & 1991‐92 Annual Plans, VIII Plan (1992‐97) and 
IX Plan (1997‐2002).  
 
For speedy completion of ongoing projects in advance stage of construction 
Accelerated Irrigation Benefit Programme (AIBP) was launched in 1996‐1997. During 
VIII Plan period irrigation potential of 2.22 Mha was created under major and medium 
sector at an annual rate of 0.44 Mha per annum. During IX Plan period this increased 
to 4.12 Mha out of which 1.65 Mha (nearly 40%) was through AIBP. Renovation, 
Modernization and Rehabilitation of old irrigation schemes gained momentum. User’s 
participation in major and medium irrigation schemes received greater attention. 
Repairs and improvement to the minor irrigation projects, as a part of integrated 
micro‐development, also received encouragement. Similarly, sprinkler and drip 
irrigation programmes and the conjunctive use of surface and ground water gained 
momentum (GOI, 2013).  
 
The huge investments over the last 60 years have meant that the irrigation potential 
created through Mahjor, Medium and Minor projects has increased nearly fivefold 
from 9.72 Mha in the Pre-plan period to around 47 Mha and 12.90 to 65 Mha by the 
Eleventh Plan respectively. However, during the same period, the utilization of this 
potential has failed to keep pace. From being almost equal to the potential created in 
the Pre-plan period (9.70 Mha), it is now well short of it, reaching only about 35 Mha 
during the Eleventh Plan.  
 

3. MOBILIZATION OF FINANCIAL RESOURCES IN INDIA 
 
Since 1951, India has completed Eleventh five years plan. The guiding principles of 
India’s Five Year plans are provided by the basic objectives of growth, employment, 
self-reliance and social justice. Apart from these basic objectives, each five year plan 
takes into account the new constraint and possibilities faced during the period and 
attempts to make the necessary directional changes and emphasis.The most difficult 
part of planning in India, and for that matter, in any country of the world is the 
mobilization of financial resources to implement the plan. The government of India 
taxes the public and uses the proceeds for economic development; it collects the 
savings of the public in various ways; it floats loans within the country and also raises 
fund from foreign sources. If all these sources are found inadequate, the government 
resorts to deficit financing or uses created money to finance it projects. The sources 
of finance available to the government may broadly be divided into three categories; 
(a) Domestic Budgetary Sources, (b) foreign assistance and (c) Deficit financing (Datt 
& Sundaram, 2015).  
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A consideration of the various measures of raising resources for the planned 
development clearly points out that the government should avoid deficit financing at 
all costs, reduce dependence of on foreign assistance to the unavoidable minimum 
and increasingly rely on domestic budgetary resources. If the government could 
restrict its current expenditure and succeed in generating a surplus, it would be really 
good   

4. FINANCIAL EXPENDITURE ON IRRIGATION 
 

The expenditure both in the public and private sectors in the context of Five Year 
plans has been large, and the benefits accrued from certain sectors of the economy 
have not been commensurate with the investments made, partly due to the wrong 
choices of projects, and partly due to the lumping of investments on specific projects 
which do not yield returns to the economy immediately (Puttaswamaiah, 1994). 
Investment should be guided by “clear cut criterion of economic efficiency” (Ronald N. 
Mckean, 1968). 
 
Financial expenditure is the instrument that leads to irrigation development in the 
country. In each plans a large amount of the total expenditure incurred on the 
irrigation sector. The details are shown in Table 1.  
 
There has been a consistent increase in the annual average financial expenditure on 
irrigation sector over plan periods. But the expenditure has not matched with the 
growth of total plan expenditure on all sectors as is evident from the share of 
expenditure on irrigation to the total plan outlay which declined from 23% in I Plan to 
about 7% in XI Plan.  
 
4.1  Statewise expenditure on irrigation schemes 
 

Expenditure on Major, Medium and Minor Irrigation – Contribution of Selected States 

during X Plan is given in the Table 2 

The total institutional expenditure also decreased in X Plan as compared to that in the 
IX Plan. Of the total expenditure (estimated) on major & medium irrigation schemes, a 
large share of above 81% is estimated to be contributed by the states of Andhra 
Pradesh, Gujarat, Karnataka, Madhya Pradesh, Maharashtra, and Uttar Pradesh 
during X Plan. Of the total expenditure on minor irrigation under State Expenditure 
during X Plan, about 66% was incurred by the States of Andhra Pradesh, Bihar, 
Chhattisgarh, Gujarat, Karnataka, Madhya Pradesh and Maharashtra. Under 
institutional minor irrigation schemes a large share (83%) of the total expenditure 
during X Plan was contributed by states Andhra Pradesh, Bihar, Karnataka, Madhya 
Pradesh, Maharashtra, Punjab, Rajasthan and Uttar Pradesh. 
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Table 1. Plan-wise Financial Expenditure on Irrigation in India 
                                                                                                                                        (Rs. In Crore) 

Plan 
Period 

Mj & Md Mi CAD 

Mj, Md, Mi and CAD Total Plan 

Ex. 

in All 

Sectors 

% of 

Ex. on 

Irri. 

to Total 

Total 

 
Cumulative 

Average 

Per 

Year 

I Plan 
(1951-56 ) 

376.2 65.6 - 441.8 441.8 88.4 1960 23 

II Plan 
(1956-61) 

380.0 161.6 - 541.6 983.4 108.3 4672 12 

III Plan 
(1961-66) 

576.0 441.5 - 1017.5 2000.9 203.5 8577 12 

Annual 
plan 

(1966-69) 

429.8 556.0 - 985.9 2986.7 328.6 6625 15 

IV Plan 
(1969-74) 

 

1242.3 1167.3 - 2409.6 5396.3 481.9 15779 15 

V Plan 
(1974-78) 

2516.2 1426.3 147.6 4090.1 9486.4 1022.5 28653 14 

Annual 
Plans 

(1978-80) 

2078.6 976.6 215.3 3270.5 12756.9 1635.3 22950 14 

VI Plan 
(1980-85) 

7368.8 3416.8 743.1 11528.7 24285.6 2305.8 109292 11 

VII Plan 
(1985-90) 

11107.3 6192.9 
1447.

5 
18747.7 43033.2 3749.5 218730 9 

Annual 
Plans 

(1990-91) 

2634.8 1487.8 285.6 4408.2 47441.5 4408.2 58369 8 

Annual 

Plans 

(1991-92) 

2824.0 1518.1 333.8 4675.9 52117.4 4675.9 64751 7 

VIII Plan 
(1992-97) 

 

21669.2 10472.4 
1937.

9 
34079.5 86196.9 6815.9 485457 7 

IX Plan 
(1997-
2002) 

49289.6 11296.7 
2222.

8 
62809.1 149006.0 12561.8 859200 7 

X Plan 
(2002-

2007) 

83647.1 17181.7 
2534.

8 
103363.6 252369.7 20672.7 1525639 7 

XI Plan  (2007-2012) 

Actual 
Expenditur
e (2007-

08) 

29390.6 4885.1 
1070.

3 
35346.0 287715.7 35346.0 371569 10 

Actual 
Expenditur
e (2008-

09) 

32341.8 6316.7 572.4 39230.8 39230.8 39230.8 477236 8 

Actual 
Expenditur
e (2009-

10) 

33168.8 7534.9 702.9 41406.5 80637.4 41406.5 529024 8 

Revi. 
Approved 
Outlays 

(2010-11) 

34310.1 9161.3 970.5 44441.9 125079.3 44441.9 688816 6 

Approved 
Outlays 

(2011-12) 

45262.0 12767.1 
1605.

7 
59634.8 184714.0 59634.8 822009 7 

 

(Note: Mj.-Major, Md.- Medium,Mi. –Minor projects, CAD.-Command Area Development, Ex.-Expenditure, 
Irri.- Irrigation, Revi.- Revised )  

Sources: 1. Ministry of Water Resurces, Minor irrigation Division(for Column 5.) 
               2. Annual Plan Document of Planning Commission (for column3, 4& 7) 

               3. Economic Survey 2011-12 (for column-11), Totals may not tally due to rounding off. 
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Table 2. Statewise Expenditure on irrigation schemes (Rs. In Crores) 

 

States 
Major & 
medium 

Minor  
State Sector 

Minor 
Institutional 

Andhra Pradesh 20434.2 1742.2 277.8 

Gujarat 10496.2 1638.6 148.7 

Karnataka 16505.4 987.9 235.7 

Madhya Pradesh 5429.3 1222.5 368.5 

Maharashtra 10313.3 1560.3 277.6 

Uttar Pradesh 4876.1 618.6 754.7 

Water & Related Statistics (2013), Water Resources Information System Directorate, Central Water  

Commission, New Delhi. 

 
CONCLUSIONS  

 
(a) From the launching of the First Five Year Plan till now, irrigation alongwith 

agriculture, has been accorded the highest priority in our development 
schemes and investment priorities.  

(b) The sources of finance available to the government may broadly be divided 
into three categories; (a) domestic budgetary sources, (b) foreign assistance 
and (c) deficit financing. 

(c) Taxes are the main sources of income to the government, these receipts are 
used for economic development. 

(d) There has been a consistent increase in the annual average financial 
expenditure on irrigation sector over plan periods. 

(e) The share of expenditure on irrigation to the total plan outlay has declined 
from 23% in I Plan to about 7% in XI Plan.  

(f) With the massive investment on irrigation schemes, it becomes possible to 
undertake 414 major projects and 1139 medium projects and create more 
than 110 million hectares irrigation potential at the end of XIth plan period. 

(g) The irrigation potential created through MMI projects has increased nearly 
five-fold from 9.72 Mha in the pre-Plan period to around 46 Mha by the 
Eleventh Plan. However, during the same period, there is gap between 
irrigation potential created and irrigation potential utilized.  
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