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Abstract: 

Federalism in India is a system of governance that tries to balance the powers between the central government 

and the state governments. It is an essential part of managing a country as large and diverse as India. This 

paper studies how Indian federalism has developed over time, the challenges it faces, and its role in the 

political and administrative structure of the country. The study begins with an overview of the historical 

background and constitutional provisions that shaped the federal framework in India. It looks at how key 

articles of the Constitution, court rulings, and amendments have affected Centre-State relations. Several 

challenges are discussed, such as unequal distribution of financial resources, disputes between states, and 

difficulties in coordination between levels of government. 

Despite these issues, the paper also highlights positive trends like the rise of cooperative federalism, 

improvements in technology, and efforts to reform fiscal policies. It compares India's system with federal 

models in other countries to understand what India can learn. Real-life examples, such as water-sharing 

disputes and the implementation of central schemes in states, are used to show how federalism works on the 

ground. 

The paper concludes by offering suggestions to make federalism in India more effective. These include 

promoting fairness in financial distribution, strengthening dialogue between governments, empowering local 

bodies, and using technology to improve administration. Overall, the paper stresses that Indian federalism is 

constantly evolving and must remain flexible. It should continue to adapt to the country’s complex social, 

political, and economic realities while maintaining unity and supporting inclusive development. This study 

contributes to a better understanding of how federalism functions in practice and what changes are needed to 

improve it in the future. 
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Introduction to Federalism in India: 

Federalism in India is a special system created by the Constitution to divide powers and responsibilities 

between the central government and the states. India has 28 states and 8 Union Territories, each with its own 

government and administrative structure. The Constitution, under Article 1, describes India as a “Union of 

States,” highlighting that while India is one nation, the states are important units within the federal system. 

The idea behind adopting federalism in India was to manage the country’s vast diversity in language, culture, 

geography, and economic conditions. The makers of the Constitution chose a system that could provide 

regional autonomy while keeping the unity and integrity of the country intact. Indian federalism was thus 

designed to be strong but flexible, with a central government that holds key powers and states that have their 

own defined areas of control. 

Over the years, the nature of Indian federalism has evolved. Court rulings, such as in the State of West Bengal 

v. Union of India (1963) case, have clarified how powers should be shared. The judiciary plays a major role 

in interpreting the Constitution and resolving disputes between the Centre and the states, thereby maintaining 

the balance in federal relations. 
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Important reforms have also strengthened India’s federal structure. For example, the 73rd and 74th 

Amendments to the Constitution in 1992 gave more power to local self-governments (Panchayats and 

Municipalities), promoting grassroots democracy and decentralization. 

In summary, Indian federalism is not static—it continues to adapt to political, social, and economic changes. 

It aims to balance national interests with regional needs, ensuring that governance is both effective and 

inclusive across all levels. 

State-Centre Relations: Constitutional Framework  

The constitutional framework governing Centre-State relations in India establishes a carefully structured 

division of powers and responsibilities, aiming to balance a strong central authority with the autonomy of 

individual states. This federal arrangement is primarily articulated through the Seventh Schedule of the 

Constitution of India, which classifies subjects of legislation under three lists: the Union List, the State List, 

and the Concurrent List. 

The Union List contains subjects of national importance such as defense, foreign affairs, and atomic energy, 

over which only the central government can legislate. The State List includes matters of regional and local 

significance like police, public health, and agriculture, allowing states to make laws independently. The 

Concurrent List covers subjects on which both the Centre and the states can legislate, such as education, 

forests, and marriage laws. However, in case of any conflict between central and state laws on concurrent 

matters, the central law prevails (Article 254). 

Further centralization is evident through Article 248, which grants the Union government residuary powers—

authority over subjects not mentioned in any of the three lists. Additionally, Articles 249 to 252 provide 

mechanisms through which Parliament can legislate on matters in the State List under specific circumstances, 

such as national interest or during a state of emergency. 

The judiciary has played a crucial role in interpreting the constitutional balance between the Centre and the 

states. In the landmark Kesavananda Bharati v. State of Kerala (1973) case, the Supreme Court ruled that 

Parliament’s power to amend the Constitution does not extend to altering its “basic structure,” which includes 

the federal character. This judgment established a judicial safeguard against excessive centralization, thereby 

reinforcing the autonomy of states within the federal framework. 

The role of the Governor, appointed by the President of India, further influences Centre-State relations. While 

constitutionally envisioned as a neutral link between the Centre and the state, the Governor holds certain 

discretionary powers and acts as the constitutional head of the state. In practice, however, the Governor's 

actions—especially in politically sensitive situations—have often sparked debates about federal impartiality. 

In essence, the Indian Constitution provides a strong yet flexible framework that allows for both national 

integration and regional diversity. By design, it promotes cooperative federalism, ensuring effective 

governance while accommodating the multifaceted needs of a diverse polity. 

Evolution of Federalism in India: 

The evolution of federalism in India illustrates a gradual yet significant transformation shaped by 

constitutional developments, political events, economic reforms, and judicial interventions. Since 

independence, the Indian federal structure has oscillated between central dominance and increasing regional 

autonomy, reflecting the country’s need to maintain national unity while accommodating its socio-cultural 

diversity. 

In the initial decades after independence, the federal system functioned under a strong unitary bias, with the 

Centre exercising considerable authority over the states. This centralizing trend reached its peak during the 

Emergency (1975–77), particularly with the enactment of the 42nd Constitutional Amendment Act (1976). 

This amendment significantly enhanced the powers of the Union government, curtailing state autonomy by 

shifting subjects from the State List to the Concurrent List and reinforcing centralized control. 
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However, the post-Emergency era witnessed a renewed assertion of federal principles through judicial review. 

In the Minerva Mills Ltd. v. Union of India (1980) case, the Supreme Court reaffirmed the doctrine of the 

basic structure, declaring that excessive centralization violates the fundamental tenets of the Constitution. This 

marked a pivotal step in rebalancing state-centre relations. 

The 1990s ushered in a new phase of cooperative federalism. Economic liberalization and reforms increased 

the financial responsibilities of states, necessitating greater fiscal autonomy and flexibility. In response, 

mechanisms for revenue-sharing and fiscal decentralization were strengthened. Furthermore, the 73rd and 

74th Constitutional Amendments (1992) institutionalized local self-governance by empowering Panchayati 

Raj Institutions and Urban Local Bodies. These amendments signaled a shift toward multi-tiered federalism, 

deepening democratic participation at the grassroots level. 

Overall, Indian federalism has evolved from a centralized framework to a more participatory and decentralized 

model, shaped by constitutional safeguards, judicial activism, and policy reforms. This evolution continues to 

influence contemporary debates on governance, regional empowerment, and democratic federalism. 

Challenges to Indian Federalism: 

Indian federalism faces several challenges that affect how power and responsibilities are shared between the 

central government and the states. These issues come from three main areas: money (fiscal), politics, and 

administration. 

One major challenge is related to money, known as fiscal federalism. The central government collects more 

revenue than the states. This creates a vertical fiscal imbalance, making the states dependent on the Centre for 

funds (Rangarajan Committee, 1986). Also, different states earn money at different levels, which causes 

horizontal imbalance. Richer states grow faster, while poorer states struggle to meet their needs. 

Administrative problems also affect how policies are carried out. Sometimes both the Centre and states are 

responsible for the same area (like education or health), which causes confusion and poor coordination. When 

centrally sponsored schemes are given to states, they may not always be implemented properly, leading to 

waste of resources (Dreze & Sen, 2013). 

Political issues add to the challenges. In some regions, people demand new states or more autonomy. For 

example, movements in Telangana or Gorkhaland show that people want better local control and feel ignored 

by the central government (Kundu & Shah, 2011). 

Despite these problems, Indian federalism has been strong and flexible. Bodies like the Finance Commission 

and Inter-State Council help improve coordination and solve disputes. The Supreme Court also plays a key 

role in protecting the balance of power between Centre and states (Pai, 2012). while there are challenges, 

Indian federalism continues to function by adapting to new situations. Dialogue, reforms, and cooperative 

efforts between Centre and states are key to maintaining this balance in a diverse country like India. 

Role of Federalism in Indian Governance 

Federalism plays a key role in shaping governance in India by ensuring a balance between national unity and 

regional diversity. It helps distribute powers between the central and state governments, allowing both to 

function according to their responsibilities and local needs. 

In a diverse country like India, where states differ in language, culture, and socio-economic status, federalism 

allows states to create policies that suit their local conditions. This approach improves the quality of 

governance by making it more responsive to people’s needs (Prakash & Pai, 2004). 

A major example of this is the 73rd Constitutional Amendment, which introduced the Panchayati Raj system. 

This reform empowered local self-governments and increased people's participation in development and 

decision-making. It also made government officials more accountable and improved the delivery of public 

services (Manor, 1999). 
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Federalism also protects cultural diversity and minority rights. By giving autonomy to states, it helps preserve 

local identities and languages (Kohli, 2006). 

Another advantage of Indian federalism is that it allows experimentation and innovation in governance. States 

can try new ideas and policies based on their specific problems. Successful models can be adopted by other 

states, encouraging healthy competition (Rao & Singh, 2004). 

However, differences in resources and capacities among states can create inequalities in development and 

service delivery (Pai & Sharma, 2004). To overcome such challenges, India has adopted the model of 

cooperative federalism, where the Centre and states work together in partnership. 

Institutions like NITI Aayog promote cooperation and dialogue, encouraging states to play an active role in 

national planning and policy-making (Government of India, 2015). federalism strengthens Indian democracy 

by promoting local participation, respecting diversity, and encouraging collaboration in governance. 

Recent Trends and Reforms in Indian Federalism 

In recent years, India has undertaken several reforms and introduced new trends to improve its federal 

structure. These efforts focus on promoting cooperation between the Centre and states, improving governance, 

and making the system more inclusive and efficient. 

A major development has been the increased financial devolution to states. The Fourteenth Finance 

Commission recommended a substantial rise in the share of central taxes allocated to states. This has helped 

boost the financial autonomy of states and strengthen the principles of fiscal federalism (Fourteenth Finance 

Commission Report, 2014). 

Another key trend is the rise of competitive federalism, where states are encouraged to compete with each 

other to attract investments and improve governance. Rankings such as the Ease of Doing Business and the 

introduction of performance-based funding have pushed states to enhance their infrastructure, administrative 

practices, and regulatory frameworks (World Bank, 2015). 

In addition to financial and competitive reforms, technology-driven governance has also gained momentum. 

Programs like Digital India aim to make government services more accessible, transparent, and efficient by 

using digital platforms. These reforms are particularly useful for improving service delivery and building 

administrative capacity at the state level (Government of India, 2015). 

Despite these positive trends, certain challenges remain. Issues such as uneven resource distribution, regional 

inequalities, and coordination problems between the Centre and states continue to pose difficulties. These gaps 

need to be addressed to ensure that federal reforms benefit all regions equitably.Overall, the recent reforms 

mark a shift towards a more balanced, cooperative, and efficient federal structure in India, while also 

recognizing the need for continued improvements to ensure inclusive national development. 

Comparative Analysis of Federalism: India and Other Countries 

A comparison of India’s federal structure with countries like the United States, Canada, and Australia provides 

useful insights into the different models of federal governance. 

The United States follows a classic model of federalism, which strongly emphasizes state autonomy and dual 

sovereignty. Each state has its own constitution and significant decision-making power. In contrast, India’s 

federalism leans more towards a centralized model, where the Union government holds more authority, 

especially in matters of national interest (Watts, 1999). 

Canada, on the other hand, practices asymmetrical federalism, especially to recognize and accommodate the 

unique identity of Quebec. Some Canadian provinces enjoy greater autonomy and rights compared to others. 

While India also respects regional and cultural diversity, its federal system tends to be symmetrical, treating 

all states similarly in terms of constitutional powers (Bakvis & Nijhawan, 2002). 
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Australia promotes cooperative federalism, where the Centre and states work closely through formal and 

informal mechanisms to design and implement policies together. India is gradually moving towards this 

cooperative model, especially in recent years, with institutions like NITI Aayog playing a role in promoting 

dialogue between the Centre and states (Painter & Peters, 2010). 

From this comparative study, a few key lessons emerge. Flexibility in dealing with regional differences, 

effective communication between levels of government, and maintaining a balance between autonomy and 

cooperation are essential for successful federal governance (Watts, 1999). India can continue to strengthen its 

federalism by learning from these international experiences and adapting them to its unique social, cultural, 

and political environment. 

Case Studies on Indian Federalism: Understanding Centre-State Relations 

Examining real-life examples helps us understand the practical functioning of India's federal system. These 

case studies highlight the strengths, challenges, and evolving nature of Centre-State relations. 

1. The Cauvery Water Dispute 

The Cauvery River water-sharing conflict between Karnataka and Tamil Nadu is one of India’s most 

prominent interstate disputes. Both states rely on the river for agriculture and drinking water. Despite legal 

rulings by the Cauvery Water Disputes Tribunal and the Supreme Court, tensions continue. The formation of 

the Cauvery Water Management Authority (CWMA) has improved coordination, but disputes still reflect the 

difficulties in managing shared resources within a federal structure. 

2. Implementation of MGNREGA 

The Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) provides 100 days of 

guaranteed wage employment annually. Though centrally funded, the scheme is implemented by states. As a 

result, its success varies widely. States like Kerala show high effectiveness, while others face administrative 

issues. This case highlights the need for better Centre-State coordination and stronger local capacity for 

effective welfare delivery. 

3. Formation of Telangana 

In 2014, the state of Telangana was formed from Andhra Pradesh to meet regional demands for identity and 

development. The process reflected India's ability to adapt to regional aspirations through constitutional 

means. However, it also led to disputes over assets, water, and the shared capital Hyderabad, pointing to the 

challenges in reorganizing states within a federal framework. 

4. Fiscal Federalism and the Finance Commission 

The Fourteenth Finance Commission recommended increasing states’ share in central taxes from 32% to 42%, 

promoting greater fiscal autonomy. However, states continue to face issues like delayed transfers and reduced 

flexibility. The introduction of GST further centralized revenue powers, raising concerns about states' financial 

independence. 

Future Prospects and Recommendations for Indian Federalism 

The future of Indian federalism depends on how effectively it addresses ongoing challenges while making use 

of new opportunities to build a more balanced and inclusive system. As India continues to grow and diversify, 

strengthening the federal structure is essential for good governance and national unity. 

One of the most pressing issues is the need to enhance fiscal federalism. Currently, there is a significant 

imbalance in the way financial resources are distributed between the Centre and the states. The Centre collects 

most of the revenue, while states are responsible for delivering many essential services. To correct this, 

reforms should focus on reducing vertical fiscal imbalances and increasing states’ share in central taxes and 
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grants. This would allow states more financial freedom to meet local needs and invest in development 

(Rangarajan Committee Report, 1986). 

Another important step is to strengthen cooperative federalism, which depends on open dialogue and trust 

between the Centre and states. Institutions like the Inter-State Council and the Finance Commission should be 

made more active and relevant. These bodies can serve as platforms for resolving disputes, sharing ideas, and 

building consensus on national issues (Pai, 2012). 

Decentralization is also a vital part of a strong federal system. Empowering local governments—such as 

panchayats and municipalities—is key to improving grassroots governance. This includes giving them more 

financial resources, administrative power, and training so they can take part in decision-making processes and 

deliver services effectively (Manor, 1999). 

Technology can play a major role in modernizing federal governance. Initiatives like Digital India should be 

expanded to improve service delivery, monitoring, and data sharing across different levels of government. E-

governance tools can make systems more transparent, efficient, and accountable (Government of India, 2015). 

In addition, legal and constitutional reforms must keep pace with the changing needs of the country. Periodic 

reviews of laws governing Centre-State relations can ensure they remain relevant and effective. While doing 

so, it is important to protect the foundational principles of federalism such as decentralization, cooperation, 

and respect for diversity (Constitution of India, 1950). 

Looking ahead, the success of Indian federalism will depend on a collaborative and inclusive approach. 

Encouraging diversity while ensuring equal development across states is crucial. This includes addressing 

regional disparities, fostering healthy competition among states, and promoting a shared national vision. 

Conclusion 

Indian federalism represents a unique and evolving constitutional arrangement that aims to maintain a balance 

between centralized authority and regional autonomy. Rooted in the historical, social, and cultural diversity 

of the country, the federal framework has been instrumental in preserving national unity while allowing space 

for local governance and regional identities. It reflects the Indian state’s commitment to democratic 

decentralization and cooperative governance in a complex, pluralistic society. 

An in-depth analysis of Centre-State relations reveals the structural features, constitutional provisions, and 

institutional mechanisms that define Indian federalism. The Seventh Schedule of the Constitution clearly 

delineates the division of powers between the Union and the states through Union, State, and Concurrent Lists. 

However, the system leans toward centralization, with the Union possessing residuary powers and emergency 

provisions that enable it to assume greater control during crises. Despite this inherent asymmetry, the Indian 

federal model has adapted over time to meet the dynamic needs of governance and regional aspirations. 

Over the decades, the nature and quality of federal relations in India have evolved in response to political, 

economic, and administrative challenges. Judicial interventions, notably in landmark cases such as 

Kesavananda Bharati v. State of Kerala (1973), have played a critical role in preserving the basic structure of 

the Constitution, including its federal character. Legislative initiatives and constitutional amendments, 

particularly those enhancing the role of Panchayati Raj institutions and local self-governments, have expanded 

the scope of decentralization and grassroots democracy. 

Despite these developments, significant challenges continue to affect the effective functioning of federalism 

in India. Fiscal imbalances between the Centre and states remain a central concern. The vertical distribution 

of resources often leaves states dependent on central transfers, limiting their autonomy. While Finance 

Commissions, such as the Fourteenth and Fifteenth, have recommended higher devolution of central taxes to 

states, implementation varies in practice and political will. Inter-state disputes, such as those involving water 

sharing (e.g., the Cauvery River dispute), further expose the limitations of conflict resolution mechanisms 

within the existing framework. 
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Administrative and political coordination between different levels of government can also be inefficient. 

Overlapping responsibilities, bureaucratic fragmentation, and political competition between state and central 

governments often hinder effective policy implementation. Regional aspirations for autonomy and 

recognition—such as those that led to the formation of Telangana—highlight the need for a responsive and 

flexible federal arrangement that can accommodate the demands of identity, development, and governance. 

However, recent trends point toward promising reforms. The rise of cooperative federalism, championed 

through platforms such as the NITI Aayog, signifies a shift from a top-down to a more participatory model of 

federal governance. Here, states are seen not merely as implementing agents but as stakeholders in national 

policymaking. Competitive federalism, which encourages states to innovate and compete in areas like ease of 

doing business, also reflects a new spirit of intergovernmental dynamics, emphasizing performance, 

transparency, and accountability. 

Further, the integration of technology in governance—under initiatives like Digital India, e-governance 

portals, and real-time service delivery systems—has enhanced state-level administrative capacities and 

reduced dependency on centralized mechanisms. These tools enable better data-driven governance, 

performance tracking, and responsive public service delivery, thereby strengthening the institutional fabric of 

federalism. 

To ensure a more robust and responsive federal system in the future, several key recommendations emerge. 

First, fiscal reforms must address both vertical and horizontal imbalances to promote financial autonomy and 

capacity-building at the state level. Second, institutional mechanisms such as the Inter-State Council and the 

Zonal Councils need to be revitalized and given a more proactive role in promoting intergovernmental 

dialogue and resolving disputes. Third, greater decentralization to local bodies—both rural and urban—should 

be prioritized by enhancing their financial and functional autonomy. Finally, the federal system must evolve 

to reflect changing socio-economic realities through periodic constitutional and legislative reviews, ensuring 

that it remains relevant, inclusive, and equitable. 

In summary, Indian federalism is a living and adaptive system that has demonstrated remarkable resilience in 

the face of diverse challenges. Its strength lies in its ability to balance unity with diversity, central authority 

with regional autonomy, and national priorities with local needs. As India continues to grow and transform, 

the principles of cooperative, inclusive, and accountable federalism must guide its governance framework. 

The federal structure must not only be preserved but continuously strengthened to reflect the aspirations of 

over a billion citizens across states and regions. 

Thus, Indian federalism is not merely a constitutional arrangement but a dynamic mechanism for managing 

diversity, fostering development, and sustaining democracy. Its future lies in embracing reform, deepening 

dialogue, and reaffirming the spirit of partnership between the Centre and the states—laying the foundation 

for a truly united and federal India. 
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