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Abstract

This research paper delves into the multifaceted relationship between federalism and state autonomy in
India, providing a comprehensive analysis of the historical evolution, theoretical frameworks, political
dynamics, economic dimensions, and legal contexts that shape centre-state interactions. It explores the
constitutional design of Indian federalism, which uniquely accommodates the country’s diverse
sociopolitical landscape through a blend of cooperative and competitive federal structures. The economic
analysis highlights pivotal reforms such as the Goods and Services Tax (GST) and their implications for
fiscal federalism, while political dynamics examine the influence of party politics on centre-state relations.
Additionally, the paper discusses the significant role of the judiciary in mediating disputes and enforcing
federal principles. Case studies of specific states exemplify how regional disparities and priorities
influence governance and policy-making. The findings suggest that while Indian federalism has
demonstrated flexibility and resilience, ongoing challenges related to political partisanship, economic
inequities, and legal ambiguities persist, requiring continual adaptation and dialogue to maintain a
balanced federal structure.
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1. Introduction

Federalism in India represents a complex and dynamic interplay of political, economic, and cultural forces,
influencing the governance of the world's largest democracy. Rooted in the Constitution of India, the
federal structure delineates the distribution of legislative, administrative, and fiscal powers between the
central government and the states. This structure is intended to maintain the unity of the nation while
accommodating its vast diversity (Bhagwan & Bhushan, 2022).

The essence of Indian federalism is embedded in the constitutional arrangement, which is often described
as quasi-federal due to its centralizing tendency—a distinctive feature from more balanced federal models
observed in countries like the USA or Canada (Rao & Singh, 2019). For instance, while the Constitution
grants substantial powers to state governments, it also contains provisions for central intervention in state
affairs under certain circumstances (Article 356, Constitution of India). This unique approach to
federalism in India reflects a tailored response to the country’s pluralistic society and historical context,
ensuring national integrity and preventing regional disparities.

A significant aspect of this federal arrangement is the revenue sharing between the centre and the states,
which is primarily governed by the recommendations of the Finance Commission. The 15th Finance
Commission (2020-2025) recommended increasing the share of states in central taxes to 41%, a slight
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increase from the previous 42%, accounting for the transfer of certain resources to newly formed Union
Territories (Finance Commission of India, 2020). This financial mechanism not only underscores the fiscal
dimension of federalism but also highlights the ongoing efforts to adapt to political and administrative
changes within the country.

The purpose of this article is to critically analyse the centre-state relations in India by exploring how these
relationships have evolved over time and identifying the challenges and opportunities that arise from this
unique federal structure. The scope of the analysis will cover historical, political, economic, and legal
dimensions, providing a holistic understanding of how federalism functions in India and its implications
for state autonomy.

2. Historical Context

The evolution of federalism in India has been a significant journey that reflects the country's response to
its regional diversity, colonial legacy, and post-independence aspirations. The foundations of modern
Indian federalism were laid during the British colonial era, primarily through the Government of India Act
of 1935, which introduced provincial autonomy but retained significant central powers (Basu, 2018).
However, it was after independence in 1947 that the constitutional framers of India conceptualized a
federal system tailored to the Indian context, encapsulated in the Constitution of India adopted in 1950.
The Constitution established a unique federal system often described as "quasi-federal” due to its
centralized bias, while still accommodating diverse state interests. It divides powers between the Union
and the states through three lists: the Union List, for which only the central government can make laws;
the State List, for which state governments have exclusive power; and the Concurrent List, where both
levels of government can legislate (Rajagopal, 2021). This division inherently allows for cooperation as
well as conflict, necessitating robust mechanisms for conflict resolution.

Significant amendments and judicial interpretations have also shaped the trajectory of federalism in India.
For instance, the 42nd Amendment of 1976, enacted during the Emergency period, significantly enhanced
the powers of the central government, a change that was partially reverted by subsequent amendments
post-Emergency to restore a greater balance of power (Dhavan, 2019). Additionally, the introduction of
the Goods and Services Tax (GST) in 2017 represented one of the most critical reforms in Indian fiscal
federalism, subsuming almost all indirect taxes into a single tax. The GST aimed to create a unified
national market, which, while centralizing tax collection, also necessitated unprecedented cooperation
between the centre and the states through the GST Council, where states have a substantial say in
determining tax rates (Ministry of Finance, 2018).

The historical context of federalism in India thus highlights the continuous evolution and adaptation of its
federal structure. It not only reflects the attempts to maintain unity and integrity against the backdrop of
immense cultural and linguistic diversity but also shows periodic shifts towards either centralization or
decentralization based on the socio-political climate of the era.

3. Theoretical Framework

Federalism in India is uniquely designed to accommodate the vast geographic, linguistic, and cultural
diversity of the nation. Theoretical perspectives on Indian federalism often focus on identifying which
model—dual, cooperative, or competitive—best encapsulates its features. Scholars generally agree that
Indian federalism combines elements of these models, adapting them to local needs and circumstances
(Singh, 2020).
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The dual federalism model, characterized by clear division of powers, is less applicable to India where
many responsibilities are shared between the centre and states. Instead, India exhibits features closer to
cooperative federalism, where both levels of government actively collaborate and negotiate to achieve
common goals. This is evident in the functionality of the GST Council, which has emerged as a platform
for such negotiations, handling intricate tax-related decisions that affect both the national economy and
individual state revenues (Kumar, 2022). Despite this, there are also elements of competitive federalism,
particularly in economic policies where states compete to attract investments, benefiting from policy
autonomy to create more favourable business environments.

The balance of power and autonomy in Indian federalism is continuously evolving, often influenced by
the ruling political parties' ideologies at both state and central levels. For instance, the central government
has sometimes been accused of using financial instruments and regulatory powers to influence state
policies, which critics argue undermines the spirit of true federalism (Mehta & Sheikh, 2021). This tug-
of-war highlights the dynamic nature of federalism in India, where theoretical models must be
contextualized within the political landscape.

Moreover, Indian federalism is tested by various crises—such as the COVID-19 pandemic—which
required unprecedented coordination between the centre and the states. During the pandemic, the central
government's decision to implement a nationwide lockdown with little prior consultation with states
sparked debates about the cooperative versus coercive aspects of federal governance (Das, 2020).

In summary, the theoretical framework of Indian federalism is complex and multi-dimensional,
characterized by a blend of cooperative and competitive elements. This framework provides a useful lens
through which to view the ongoing negotiations and adjustments that define centre-state relations,
reflecting both the challenges and the resilience of the federal structure.

4. Political Dynamics

The role of political parties in shaping centre-state relations in India cannot be overstated. Political
dynamics play a crucial role in influencing how federalism functions, with varying impacts depending on
whether the same party controls both the state and the central government or different parties hold power
at these levels. When the same party governs at both levels, there tends to be more harmony and less
conflict over resources and policies. However, when opposition parties govern states, tensions can arise,
particularly over financial allocations and policy implementations (Chhibber & Nooruddin, 2020).

For example, discrepancies in the distribution of financial resources have been observed, with opposition-
ruled states often claiming that the central government uses financial transfers as a tool to influence state
policies and elections. An analysis by the Reserve Bank of India in 2019 indicated that states governed by
parties in opposition to the central ruling party received, on average, less funding through centrally
sponsored schemes compared to states ruled by the governing party or its allies (Reserve Bank of India,
2019). This has raised concerns about the equitable treatment of states in the federal structure and has
implications for the autonomy of state governments.

Recent trends in Indian federalism also highlight a significant shift toward centralization, with the central
government increasingly taking a more dominant role in areas traditionally reserved for state governments.
The introduction of the National Education Policy in 2020, for example, which proposes significant
changes to the structure of education—a subject primarily under state jurisdiction—illustrates this trend.
The policy calls for a uniform curriculum and pedagogical structure across India, which some state
governments view as an encroachment on their autonomy (Das & Gupta, 2021).
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Moreover, the political dynamics of federalism in India are also influenced by regional parties that play a
critical role in state politics. These parties often prioritize state issues and exhibit a stronger push for state
rights and resources, challenging the central government’s policies when they perceive them as
detrimental to their regional interests. This interplay between national and regional political forces adds a
layer of complexity to centre-state relations, making the political landscape one of the most critical factors
in the functioning of Indian federalism.

5. Economic Aspects

The economic dimensions of federalism in India revolve significantly around financial relations and the
distribution of resources between the central government and the states. The fiscal architecture is primarily
guided by the principles laid out by successive Finance Commissions, which recommend how central
taxes should be distributed among states and what principles should govern grant-in-aid to the states from
the central pool (Sekhar & Pandey, 2019).

One of the most significant economic reforms impacting federal dynamics was the introduction of the
Goods and Services Tax (GST) in 2017. This tax reform aimed at creating a single, unified market within
the country, significantly altering the fiscal landscape. Under GST, states surrendered their rights to
impose sales taxes and, in return, were to receive a share of the GST collected nationwide, based on
consumption within their territories. However, the central government's promise to compensate states for
any revenue shortfall resulting from the implementation of GST has been a contentious issue. For instance,
in the fiscal year 2019-2020, the central government owed approximately INR 1.35 lakh crore in GST
compensation to states, which became a major point of dispute, especially when delays in payments
occurred (Ministry of Finance, 2020).

The distribution of financial resources has also been a subject of debate. According to the
recommendations of the 15th Finance Commission, for the period 2021-2026, the vertical share of states
in the divisible pool of taxes is 41%, slightly adjusted down from 42% to account for the financial needs
of the newly created Union Territories of Jammu and Kashmir, and Ladakh (Finance Commission, 2021).
This adjustment, while seemingly minor, sparked discussions about the criteria and fairness in resource
distribution, particularly among states with higher population growth, which argue that the current criteria
penalize them by redistributing resources towards states with slower population increases.

Furthermore, the economic aspects of federalism in India are not just limited to tax sharing and grants.
They also extend to issues like centre-state investments in infrastructure, special economic zones, and
incentives for foreign direct investment, where states compete to attract investments by offering
favourable conditions. This competitive federalism can spur economic growth but also raises questions
about equitable development and the potential for creating disparities among states. This complex
interplay of cooperation and competition underlines the need for a balanced approach to economic
federalism that ensures both national cohesion and state-level prosperity.

6. Case Studies: Success Stories and Challenges

Exploring case studies of specific states in India can provide a deeper understanding of how federal
dynamics play out in different contexts. For instance, Kerala and Gujarat represent two distinct approaches
to leveraging state autonomy within the Indian federal framework.

Kerala has often been lauded for its social development models, particularly in education and health. This
success is partly attributed to the state government's ability to implement policies that are well-suited to
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its demographic and cultural context. Kerala's impressive health outcomes during the initial stages of the
COVID-19 pandemic highlighted the state's proactive and decentralized response, which was possible due
to its strong public health infrastructure (Joseph, 2020). In 2019-2020, Kerala's state GDP grew by 6.5%,
higher than the national average, underscoring its effective use of fiscal autonomy to promote social
welfare (State of Kerala, 2021).

Conversely, Gujarat's model emphasizes economic growth and industrialization. It has successfully
attracted significant investments, both domestic and foreign, by creating favourable business
environments through policies such as the Gujarat Special Investment Region Act of 2009. This approach
has led to a robust industrial sector, with Gujarat contributing about 8% to India’s GDP, despite having
only about 5% of its population (Government of Gujarat, 2020).

These case studies illustrate the diverse ways in which Indian states utilize their autonomy. While Kerala
focuses on human development indices, Gujarat prioritizes industrial growth, each playing to their
strengths and challenges within the overarching framework of Indian federalism. Such diversity in state
approaches underscores the flexibility of India's federal system, allowing for regional nuances in policy
implementation while maintaining national cohesion.

7. Legal and Administrative Dimensions

The legal and administrative dimensions of centre-state relations in India are underpinned by both
constitutional provisions and judicial interpretations, which play critical roles in resolving disputes and
defining the contours of federalism. The Supreme Court of India, through various landmark judgments,
has significantly influenced how powers are balanced between the centre and the states.

One pivotal case is the S.R. Bombay v. Union of India (1994), where the Supreme Court set strict
guidelines for the use of Article 356 of the Constitution—often referred to as the 'President's Rule'. This
article had been controversially used to dismiss state governments, particularly those run by opposition
parties. The Court ruled that such dismissals are subject to judicial review, thus curtailing arbitrary central
intervention in state governments (Supreme Court of India, 1994).

Additionally, administrative mechanisms for resolving disputes between states and the central government
include the Inter-State Council, established under Article 263 of the Constitution. This council is intended
to foster cooperation by serving as a forum for discussing and coordinating policies and actions that have
inter-state implications. Despite its potential, the Inter-State Council has been underutilized, meeting
infrequently, which some argue undermines its role in strengthening federal governance (Ministry of
Home Affairs, 2021).

These legal frameworks and administrative bodies are crucial for maintaining a functional federal structure
in India, ensuring that the distribution of powers remains equitable and that state rights are protected
against undue central dominance. The robustness of these mechanisms often reflects the prevailing
political will and is essential for the smooth functioning of India’s complex federal system.

Conclusion

This review of "Federalism and State Autonomy: An Analysis of Centre-State Relations in India" has
traversed the multifaceted and dynamic nature of Indian federalism, highlighting its historical evolution,
theoretical underpinnings, political influences, economic implications, legal frameworks, and the
operational dynamics through various case studies. The complexity of Indian federalism is mirrored in the
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delicate balance of power between the central government and the states, a balance that is continuously
influenced by political, economic, and legal factors.

The historical context reveals how India's federal system was designed to integrate diverse regional
identities into a single nation-state while accommodating demands for regional autonomy. Theoretically,
Indian federalism incorporates elements of cooperative and competitive federalism, facilitating a diverse
yet unified approach to governance that responds to both collective national interests and unique state-
specific needs.

Politically, the dynamics between central and state governments are significantly influenced by the ruling
parties, where alignments and misalignments often reshape the contours of centre-state interactions.
Economically, mechanisms like the GST and financial commissions illustrate the ongoing evolution of
fiscal federalism, reflecting attempts to balance equity with efficiency across diverse state economies.
Legally, the interventions by the Supreme Court and the functioning of administrative structures like the
Inter-State Council underscore the role of legal oversight and cooperative frameworks in resolving
disputes and fostering dialogue between the centre and the states.

The resilience of Indian federalism lies in its ability to adapt and respond to internal and external pressures,
balancing the dual needs for unity and diversity. Moving forward, strengthening this federal structure will
require continuous dialogue, enhanced cooperation, and a commitment to maintaining an equitable
balance of power. The recommendations provided herein aim to support policymakers in refining this
balance, ensuring that federalism in India continues to evolve as a robust and responsive governance
model.
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