
Central State Relations: Administration and 
Governance
The relationship between the central government and state governments in India is a complex and multifaceted aspect of 

the country's administrative and political structure. This document explores the constitutional framework, allocation of 

powers, financial and fiscal relations, as well as the emerging challenges and trends in this dynamic central-state dynamic.











Constitutional Framework of Central-State 
Relations
The Indian Constitution has carefully delineated the powers and responsibilities of the central government and state 

governments. Through the distribution of legislative, executive, and financial powers, the Constitution aims to maintain a 

delicate balance of federalism. Articles 245-255 outline the territorial jurisdiction of the Union and the States, while 

Articles 245-263 detail the legislative competence of each level of government.

The Seventh Schedule of the Constitution divides subjects into three lists - Union List, State List, and Concurrent List -

which determines the legislative authority over various domains. This system of cooperative federalism allows for 

collaborative decision-making and shared governance between the center and the states.











Allocation of Legislative and Executive Powers

Legislative Powers

The Union List contains subjects of 

national importance, such as 

defense, foreign affairs, and 

macroeconomic policy. The State 

List encompasses subjects of local 

relevance, including law and order, 

public health, and local governance. 

The Concurrent List allows both the 

Union and States to legislate on 

matters of shared interest, such as 

education and social welfare.

Executive Powers

The central government, led by the 

Prime Minister and the Cabinet, 

exercise executive authority over 

the subjects in the Union List. State 

governments, headed by the Chief 

Minister and the Council of 

Ministers, are responsible for the 

administration of subjects in the 

State List. The Concurrent List 

requires coordination and 

cooperation between the Union and 

State executives.

Dispute Resolution

In case of conflicts or overlaps 

between the legislative and 

executive domains of the Union and 

States, the Constitution provides for 

dispute resolution mechanisms. 

These include the Supreme Court's 

adjudication powers, the role of the 

President in resolving disputes, and 

cooperative discussions between the 

center and the states.











Financial and Fiscal Relations between Union and 
States

1 Tax Powers

The Constitution grants the Union 

the power to levy taxes on 

subjects such as income, customs, 

and corporate profits, while the 

States can levy taxes on subjects 

like sales, land, and vehicles.

2 Fiscal Transfers

The Union government provides 

financial assistance to the States 

through various channels, 

including the Finance 

Commission, Centrally Sponsored 

Schemes, and discretionary 

grants. These transfers help 

address the vertical and 

horizontal imbalances in fiscal 

capacities between the center 

and the states.

3 Debt Financing

Both the Union and State 

governments can borrow funds 

from the market to finance their 

expenditures. However, the 

Constitution imposes restrictions 

and oversight mechanisms to 

maintain fiscal discipline and 

prevent unsustainable debt 

accumulation.











Challenges and Emerging Trends in Central-State 
Dynamics

Growing Assertiveness of States

States are increasingly asserting their autonomy and demanding 

greater financial resources and policy flexibility from the Union 

government. This has led to occasional tensions and conflicts 

between the center and the states.

Centralization Tendencies

There is an ongoing debate about the balance between the 

centralization of powers and the decentralization of governance. 

The Union government has sometimes been accused of 

encroaching on the legislative and executive domains of the 

states.

Cooperative Federalism

In recent years, there have been efforts to foster a more 

collaborative and cooperative relationship between the Union 

and the States, through mechanisms like the Niti Aayog and the 

GST Council.

Emerging Challenges

Emerging issues like climate change, disaster management, and 

public health require greater coordination and cooperation 

between the center and the states. Adapting the central-state 

framework to address these new challenges is an ongoing 

process.










