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Abstract — The Constitution of India is actually federal in type but is a lot more unitary in character. To
strengthen the federal system is actually needed for meeting the aspirations of the individuals who are
actually governed by State Governments and for protecting the unity of India. Thus, center-state relations,
i.e. the arrangements between the Union Government and also the States in regard to the powers of theirs,
duties and functions, have usually been an important concern. In a method of multi-level governance,
operating basically in federal framework, that way of India, harmonious relations between the States and
also the Centre are actually crucial for the stability, economic development and security of the nation.
Additionally, it tries to bring to light some other critical shortcomings of the current setup of center-
state monetary relations.

l. INTRODUCTION

The Constitution of India is actually federal in type but
is a lot more unitary in character. To strengthen the
federal system is actually needed for meeting the
aspirations of the individuals who are actually
governed by State Governments and for protecting the
unity of India. Thus, center-state relations, i.e. the
arrangements between the Union Government and
also the States in regard to the powers of theirs, duties
and functions, have usually been an important
concern. The fundamental framework remains to be
one where legislative, financial and administrative
powers are disproportionately concentrated in the
Union Government with the States getting a lot of
duties with no adequate autonomy. Together with
significant socio-economic as well as political changes
happening in the post-independence period, center-
state relations have undergone several changes. The
period after 1991, which witnessed a paradigm shift in
the economic approach out of growth that is planned
to a market-oriented one, has additionally thrown up
brand new problems as well as challenges for the
federal set up. These come with a crucial bearing on
the performance of the democracy of ours along with
the health of the employees of ours.

The main problems in the legislative sphere connected
to intrusions by the Centre into State list subjects as
well as delays in obtaining assents for crucial Bills
passed by the State Assemblies. In the fiscal sphere,
the main problems related to boosting centralization of
powers in the Union Government of issues as
resource mobilization as well as allocation along with
other key aspects of economic decision making like
Planning.
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Figure 1: Forms of center-state relations

With the need for restructuring center-state relations
gathering momentum, the Union Government had
also set up the Sarkaria Commission in 1983. While
this particular Commission took approximately 5
years to post the report of its, the suggestions of its
failed to solve a lot of the fundamental problems
talked about previously, except for a number of
small changes in the fiscal sphere, like offering
powers to the municipalities to issue tax-free bonds,
endorsing the Chief Ministers' choices on
consignment tax, extending somewhat the time
frame for more than draft loans etc. It's regrettable
that actually these suggestions of the Sarkaria
Commission haven't been applied by the Union
Government after almost 2 years.

The constitution of the Inter-State Council under
Article 263 of the Constitution by the National Front
Government in 1990 was a very long overdue move
taken with the hope of solving the main problems in
center-state relations. Since that time, 10 meetings
of the Inter-State Council have been held (the
previous conference was held in December 2006)
as well as an equal amount of meetings of the
Standing Committee of the Council have taken
place. But even then, not just have the main issues
not been solved, but brand new issues have
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emerged. Lately, the UPA Government set up a
Commission on center-state relations in April 2007.
Nevertheless, the States weren't asked just before the
development of this Commission. Thus neither the
terms of reference neither the makeup of the
Commission mirror the urgent needs as well as
aspirations of the States. It's in this particular context
that the demand has arisen to again take the
unresolved problems of center-state relations to the
center stage also as to recognize as well as solve the
brand new problems that have emerged to the post-
liberalization period.

. CENTER-STATE RELATIONS IN INDIA

The UPA Government set up a Commission on center-
state Relations in April 2007 with former Chief Justice
MM Punchhi as the Chairperson. The terms of
reference of the Commission, nonetheless, didn't
mirror the long-standing needs of the States for higher
devolution of fiscal powers, particularly regarding the
expansion of the States' share in tax revenue, transfer
of Centrally Sponsored Schemes to the States as well
as alleviation of the debt burden of the States. On the
other hand, the terms of reference provided the
problem of suo moto interference on law as well as
deployment and order of Central forces, and that is an
intrusion into the jurisdiction of the States.

Issues of central state relations

There are many different national as well as inter-State
problems, which are essential for center-state
relations. These include huge irrigation tasks, erosion
of major rivers, main buy of CPSUs, airports, ports,
national highways, railways, and more. Within each of
those problems, the interests of the Centre, as well as
States, are actually required, and it's required to
guarantee inter-State stability in taking choices.
Additionally, there are problems such as fortifying the
PDS, BPL identification as well as administration of the
Essential Commodities Act, which are becoming
extremely useful in the backdrop of inflation. The
existing pattern of the National Calamity Relief Fund
has to be transformed to be able to boost the corpus of
money for the States. In view of the inter-State
competition more than mineral online resources,
there's a need to establish a few typical norms about
the extraction of minerals. The royalty rates on other
minerals and coal must be revised more often and
charged on an ad valorem foundation. It's likewise
essential to entail the State Governments in the
policies of credit disbursement by economic institutions
and the banks, especially to confirm the adequate
allocation of main concern industry lending and an
inter-State sense of balance of the sphere of the loan
disbursement. Good resolution of these along with
other problems needs strong institutional
arrangements inside which inter-State consultations
and center-state are able to occur on a frequent basis
as well as choices reached.

. Inter-State Council

The performance of the Inter-State Council, which had
gathered some momentum in the earlier seasons, has
again lost vapor. Regardless of the Council arriving at
a number of choices about the implementation of the
Sarkaria Commission's recommendations, they haven't
been applied by the Union Government. The choices
of the Inter-State Council thus have to be done binding

on the Union Government, through proper
Constitutional amendment. Most major problems
affecting center-state relations, like legislations

underneath the Concurrent List, have to be talked
about as well as decided by the Inter-State Council.

. NDC and Planning Commission

The National Development Council needs to be
created as a good instrument for Centre State
coordination and must be provided, through the ideal
amendment, a Constitutional status as was
recommended in the Srinagar Conclave. The
meetings of the NDC must be a little more regular (at
least one time in each and every quarter), and the
functioning of its shouldn't be one of hastily imposing
a preconceived view of the Centre as a consensus on
the States, as is currently frequently practiced.
Rather, each issue must be talked about earnestly
with written notes from the States and also the
Centre, and choices must be taken democratically
and implemented expeditiously. The Planning
Commission must serve as an executive wing of the
NDC.

. Finance Commission

A simple difficulty with the Finance Commission
would be that the views expressed by the States will
never be taken into account really, while figuring out
the terms of reference of the Commission. All of the
members of the Finance Commission are actually
nominated by the Centre as well as representatives of
the States will never be included. These methods
have to be modified. In determining the terms of
reference, the views of the States must be taken into
account really, of course, if there's some distinction of
views on the terms of reference, the same must be
settled inside the Inter-State Council.

. RBI as well as Public Institutions

States must be engaged in the performance of the
Reserve Bank of India and also national level public
financial institutions like NABARD, IDBI etc. States
need to have a say in the policies of credit
disbursement, especially to confirm the adequate
allocation of main concern sector lending and inter-
State harmony of loan disbursement. Representatives
from the States must be incorporated in the boards of
theirs, one out of each region on a periodically
rotational basis. Representation of States of the
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commodity boards as Tea Board, Coffee Board etc.
must additionally be ensured.

Il. NEED OF CENTRAL STATE RELATION

The existing Commission likewise had the
advantageous asset of guide to the Report of the'
National Commission to Review the Working of the
Constitution' chaired by Justice M. N. Venkatachaliah,
which had been submitted to the Government in March
2002. The Venkatachaliah Commission was mandated
in order to examine' as to just how best the
Constitution is able to react to the changing
requirements of effective, effective and smooth
method of socio-economic  development and
governance of contemporary India to the framework of
parliamentary democracy as well as to suggest
modifications, if any, which are needed in the
provisions of the Constitution without interfering with
the fundamental framework of its or maybe features'.
The exercise by the Venkatachaliah Commission was
carried out in an academic atmosphere, involving
authorized luminaries, practitioners and
parliamentarians of administration and justice and
dealt with the mandate via suggestions and
examination in 10 identified subject related segments
in a great way. The topic of Union State relations,
which arguably lends itself as among the main testing
grounds for the functioning of the Constitution, was
viewed as one of the 10 subject groups. Even during
the different groups, the problems pertaining to center-
state relations did look for a note either indirectly or
directly. Nevertheless, the report of the Venkatachaliah
Commission related generally to the areas applicable
to the performance of the Constitution. On executive
relations vis-a-vis the Constitution, the report, mainly
restricted itself to the selection as well as the job of
Governor, the performing of the Constitutional
machinery in the invocation and a State of the Article
356 by the Federal Government. In these places, the
Venkatachaliah Commission, by and large, endorsed
the suggestions of the Sarkaria Commission.

V. REGULATORY POWERS VIS-A-VIS
CENTRE STATES RELATIONS

States play a peripheral job in the regulatory facets of
the marketplace as well as the economy also after
over 2 decades of economic liberalization. The Centre
goes on to have unassailable regulatory powers over
virtually every level of the economy. For example, take
the situation of natural resources. While natural
resources (mainly oil, natural gas, and hydropower)
have emerged as one of the key revenue owners for
state economies, a logical framework for the
redistribution of theirs (providing enough
compensation to states) is still to evolve. One will find
very similar narrative in the situation of significant
minerals, a vital area of sprucing up revenues for a
selection of states in India. For a while, mineral-
bearing states have been increasing a banner of revolt

against really low royalty provided to them under the
present revenue repatriation arrangement.

Under existing arrangement, not merely does the
Centre corner fifty percent of revenues generated from
minerals, sometimes (especially iron ore), states get a
meager twenty % share (royalty as well as sales tax).
In reality, a selection of states has knocked on the
doors of the bigger judiciary to increase the share of
theirs in the revenue pool concerning organic
resources. Although a number of court judgments
have come to the rescue of states, 18x remains a
nonstarter. This's vindicated from the reality that the
pending Minerals and mines (Development and
Regulation) Bill, 2011 promises no such rights to
states. Consequently, fiscal federalism is still to be
translated into' resource federalism' and placed under
the changed scenario, particularly at a moment when
promoting reforms are actually gaining states and
traction (read regional parties) are more and more
competing for every revenue pie to rise up welfare
tasks, the pressure is actually on Centre to shed a
major portion of regulatory powers.

V. A ROADMAP FOR REVITALISING
CENTER-STATE RELATIONS

Solutions to a lot of long-standing issues concerning
Center-state relations have turned out to be a kind
of' cottage industry' as committees, commissions,
investigate bodies, as well as analysts, have poured
out reams of posts and paper on these matters.
From the Rajmannar Commission (1969), the
Sarkaria Commission (1987) to the M.M. Puncchi
Commission (2007) as well as the Second
Administrative Reforms Commission (ARC) Report
in 2008, a great deal of energy continues to be
created by successive regimes at the Centre as well
as states on discovering amicable ways to enhance
the Center-state relations but with very little
success. This doesn't suggest there continues to be
no advanced movement at all. On resource sharing,
for example, the Centre has responded by refining
the formula for transfers (Finance Commission) as
well as by conceding particular needs above tax
sharing. It's likewise agreed to get rid of freight
equalization policy in the prior ten years.

Nevertheless, these actions haven't essentially
changed the full inequality in fiscal relations. Even
though the ten percent hike in devolution to states
by the FFC is actually apt to bridge the fiscal gap
between the Centre as well as states, it's still too
soon to comment on the actual implications of the
brand new policy announcement. Put simply, the
Centre state relations need a great overhauling to
deal with structural inequities. With a chief minister
becoming the top Minister of the land, there's a
genuine possibility of revisiting several of the
contentious federal provisions impacting Centre
state relations in bad ways. While nobody is
suggesting writing a brand new Constitution, some
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kind of a grand bargain between the states and also
the Centre is inevitable. Put simply, a reordering of the
federal program and associated constitutional
provisions is actually long overdue. The coming
choices could be explored:

. Push for Greater Economic Federalism

. Amend the Concurrent Provisions

. Strengthen Decentralisation Process

. Strengthen 'Federal Bridging' Institutions
. Institutionalise the Culture of Dialogue

VI. CONCLUSION

In summary, the Union of States' model of Indian
federalism, sticking to the events of the early nineties
and the eighties, had started showing symptoms of
both resilience as well as freedom. Even though the
Central Government continues to be strong and will
continue to keep the pre-eminence of its, attempts are
actually in progress to reinforce the States through
different federal mechanisms. It was visualized that the
ca of coalition governance at the Central level by
providing immediate representation to effective
regional parties and ensuring the involvement of theirs
in the decision making on National issues was
obviously a good action to easing of tensions between
the federal government and also the States. Through
the procedure of economic reforms, the Federal
Government began the dispensation of National
energy as well as information to the areas. To be able
to satisfy the imperatives of good governance, fiscal
discipline on the part of the States and also the Union
is usually frequently underlined.
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