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Centre-State Relations

e The Constitution of India, being federal in structure, divides all powers
(legislative, executive and financial) between the Centre and the states.

e However, there is no division of judicial power as the Constitution has
established an integrated judicial system to enforce both the Central laws as
well as state laws.

e Though the Centre and the states are supreme in their respective fields, the
maximum harmony and coordination between them is essential for the
effective operation of the federal system.

e Hence, the Constitution contains elaborate provisions to regulate the
various dimensions of the relations between the Centre and the states.

o The Centre-state relations can be studied under three heads:

o Legislative relations.
e Administrative relations.

e Financial relations.
Legislative Relations

o Articles 245 to 255 in Part XI of the Constitution deal with the legislative
relations between the Centre and the states.

e Besides these, there are some other articles dealing with the same subject.

o Like any other Federal Constitution, the Indian Constitution also divides the
legislative powers between the Centre and the states with respect to both the
territory and the subjects of legislation.

o Further, the Constitution provides for the parliamentary legislation in the
state field under five extraordinary situations as well as the centre’s control
over state legislation in certain cases.

e Thus, there are four aspects in the Centre—states legislative relations, viz.,

o Territorial extent of Central and state legislation;
e Distribution of legislative subjects;
e Parliamentary legislation in the state field; and

e Centre’s control over state legislation.
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Territorial Extent of Central and State Legislation (Article 245)

e The Constitution defines the territorial limits of the legislative powers vested
in the Centre and the states in the following way:

e The Parliament can make laws for the whole or any part of the territory
of Indjia.

o The territory of India includes the states, the union territories, and any
other area for the time being included in the territory of India.

o A state legislature can make laws for the whole or any part of the state.

e The laws made by a state legislature are not applicable outside the state,
except when there is a sufficient nexus between the state and the object.

e The Parliament alone can make ‘extra-territorial legislation’.

e Thus, the laws of the Parliament are also applicable to the Indian citizens
and their property in any part of the world.

e The Constitution places certain restrictions on the plenary territorial
jurisdiction of the Parliament. In other words, the laws of Parliament are not
applicable in the following areas:

e The President can make regulations for the peace, progress and good
government of the four Union Territories—the Andaman and Nicobar
Islands, Lakshadweep, Dadra and Nagar Haveli and Daman and Diu.

e A regulation so made has the same force and effect as an act of
Parliament.

e [t may also repeal or amend any act of Parliament in relation to these
union territories.

e The governor is empowered to direct that an act of Parliament does not
apply to a scheduled area in the state or apply with specified
modifications and exceptions.

o The Governor of Assam may likewise direct that an act of Parliament
does not apply to a tribal area (autonomous district) in the state or apply
with specified modifications and exceptions.

e The President enjoys the same power with respect to tribal areas

(autonomous districts) in Meghalaya, Tripura and Mizoram.
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Distribution of Legislative Subjects (Article 246)

e The Constitution provides for a three-fold distribution of legislative subjects
between the Centre and the states, viz., List-I (the Union List), List-II (the
State List) and List-III (the Concurrent List) in the Seventh Schedule:

o The Parliament has exclusive powers to make laws with respect to any of
the matters enumerated in the Union List.

o This list has at present 100 subjects (originally 97 subjects) like defence,
banking, foreign affairs, currency, atomic energy, insurance,
communication, inter-state trade and commerce, census, audit and so
on.

o The state legislature has “in normal circumstances” exclusive powers to
make laws with respect to any of the matters enumerated in the State
List.

o This has at present 61 subjects (originally 662 subjects) like public order,
police, public health and sanitation, agriculture, prisons, local
government, fisheries, markets, theatres, gambling and so on.

e Both, the Parliament and state legislature can make laws with respect to
any of the matters enumerated in the Concurrent List.

o This list has at present 52 subjects (originally 47 subjects) like criminal
law and procedure, civil procedure, marriage and divorce, population
control and family planning, electricity, labour welfare, economic and
social planning, drugs, newspapers, books and printing press, and
others.

o The 42nd Amendment Act of 1976 transferred five subjects to
Concurrent List from State List, that is,

e Education,

e Forests,

e Weights and Measures,

e Protection of wild animals and birds, and

e Administration of justice; constitution and organisation of all courts

except the Supreme Court and the high courts.
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o The power to make laws with respect to residuary subjects (i.e., the
matters which are not enumerated in any of the three lists) is vested in
the Parliament.

o This residuary power of legislation includes the power to levy residuary
taxes.

e From the above scheme, it is clear that the matters of national
importance and the matters which require uniformity of legislation
nationwide are included in the Union List.

e The matters of regional and local importance and the matters which
permit diversity of interest are specified in the State List.

e The matters on which uniformity of legislation throughout the country
is desirable but not essential are enumerated in the concurrent list.

e Thus, it permits diversity along with uniformity.

e In US, only the powers of the Federal Government are enumerated in
the Constitution and the residuary powers are left to the states.

e The Australian Constitution followed the American pattern of single
enumeration of powers.

e In Canada, on the other hand, there is a double enumeration—Federal
and Provincial, and the residuary powers are vested in the Centre.

e The Government of India (Gol) Act of 1935 provided for a three-fold
emumenration, viz., federal, provincial and concurrent.

e The present Constitution follows the scheme of this act but with one
difference, that is, under this act, the residuary powers were given
neither to the federal legislature nor to the provincial legislature but to
the governor-general of India.

e In this respect, India follows the Canadian precedent.

e The Constitution expressly secures the predominance of the Union List
over the State List and the Concurrent List and that of the Concurrent
List over the State List.

e Thus, in case of overlapping between the Union List and the State List,

the former should prevail.
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e In case of overlapping between the Union List and the Concurrent List, it is
again the former which should prevail.

e Where there is a conflict between the Concurrent List and the State List, it is
the former that should prevail.

e In case of a conflict between the Central law and the state law on a subject
enumerated in the Concurrent List, the central law prevails over the state
law.

e But, there is an exception.

o [f the state law has been reserved for the consideration of the president and
has received his assent, then the state law prevails in that state.

e But, it would still be competent for the Parliament to override such a law by

subsequently making a law on the same matter.
Parliamentary Legislation in the State Field

e The above scheme of distribution of legislative powers between the Centre
and the states is to be maintained in normal times.

e But, in abnormal times, the scheme of distribution is either modified or
suspended.

e In other words, the Constitution empowers the Parliament to make laws on
any matter enumerated in the State List under the following five

extraordinary circumstances:
When Rajya Sabha Passes a Resolution (Article 249)

o If the Rajya Sabha declares that it is necessary in the national interest that
Parliament should make laws on a matter in the State List, then the
Parliament becomes competent to make laws on that matter.

e Such a resolution must be supported by two-thirds of the members present
and voting.

e The resolution remains in force for one year; it can be renewed any number

of times but not exceeding one year at a time.
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e The laws cease to have effect on the expiration of six months after the
resolution has ceased to be in force.

e This provision does not restrict the power of a state legislature to make
laws on the same matter.

e But, in case of inconsistency between a state law and a parliamentary

law, the latter is to prevail
During a National Emergency (Article 250)

e The Parliament acquires the power to legislate with respect to matters in
the State List, while a proclamation of national emergency is in
operation.

e The laws become inoperative on the expiration of six months after the
emergency has ceased to operate.

e Here also, the power of a state legislature to make laws on the same
matter is not restricted.

e But, in case of repugnancy between a state law and a parliamentary law,

the latter is to prevail.
When States Make a Request

e When the legislatures of two or more states pass resolutions requesting
the Parliament to enact laws on a matter in the State List, then the
Parliament can make laws for regulating that matter.

e A law so enacted applies only to those states which have passed the
resolutions.

e However, any other state may adopt it afterwards by passing a resolution
to that effect in its legislature.

e Such a law can be amended or repealed only by the Parliament and not
by the legislatures of the concerned states.

o The effect of passing a resolution under the above provision is that the
Parliament becomes entitled to legislate with respect to a matter for

which it has no power to make a law.
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e On the other hand, the state legislature ceases to have the power to make
a law with respect to that matter.

e The resolution operates as abdication or surrender of the power of the
state legislature with respect to that matter and it is placed entirely in the
hands of Parliament which alone can then legislate with respect to it.

e Some examples of laws passed under the above provision are Prize
Competition Act, 1955; Wild Life (Protection) Act, 1972; Water
(Prevention and Control of Pollution) Act, 1974; Urban Land (Ceiling
and Regulation) Act, 1976; and Transplantation of Human Organs Act,
1994.

To Implement International Agreements

e The Parliament can make laws on any matter in the State List for
implementing the international treaties, agreements or conventions.

e This provision enables the Central government to fulfil its international
obligations and commitments.

e Some examples of laws enacted under the above provision are United
Nations (Privileges and Immunities) Act, 1947; Geneva Convention Act,
1960; Anti-Hijacking Act, 1982 and legislations relating to environment
and TRIPS.

During President’s Rule

e When the President’s rule is imposed in a state, the Parliament becomes
empowered to make laws with respect to any matter in the State List in
relation to that state.

e A law made so by the Parliament continues to be operative even after the
president’s rule.

e This means that the period for which such a law remains in force is not
co-terminus with the duration of the President’s rule.

e But, such a law can be repealed or altered or re-enacted by the state

legislature.
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Centre’s Control Over State Legislation

e Besides the Parliament’s power to legislate directly on the state subjects
under the exceptional situations, the Constitution empowers the Centre to
exercise control over the state’s legislative matters in the following ways:

e The governor can reserve certain types of bills passed by the state
legislature for the consideration of the President.

e The president enjoys absolute veto over them.

e Bills on certain matters enumerated in the State List can be introduced
in the state legislature only with the previous sanction of the president.
(For example, the bills imposing restrictions on the freedom of trade and
commerce).

e The President can direct the states to reserve money bills and other
financial bills passed by the state legislature for his consideration during
a financial emergency.

e From the above, it is clear that the Constitution has assigned a position of
superiority to the Centre in the legislative sphere.

e In this context, the Sarkaria Commission on Centre-State Relations (1983-
87) observed:

e “The rule of federal supremacy is a technique to avoid absurdity, resolve
conflict and ensure harmony between the Union and state laws.

e If this principle of union supremacy is excluded, it is not difficult to
imagine its deleterious results.

o There will be every possibility of our two-tier political system being
stultified by interference, strife, legal chaos and confusion caused by a
host of conflicting laws, much to the bewilderment of the common
citizen.

o Integrated legislative policy and uniformity on basic issues of common
Union-state concern will be stymied.

e The federal principle of unity in diversity will be very much a casualty.

e This rule of federal supremacy, therefore, is indispensable for the

successful functioning of the federal system”.
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Administrative Relations:

e Articles 256 to 263 in Part XI of the Constitution deal with the
administrative relations between the Centre and the states.

e In addition, there are various other articles pertaining to the same matter.
Distribution of Executive Powers

o The executive power has been divided between the Centre and the states on
the lines of the distribution of legislative powers, except in few cases.

e Thus, the executive power of the Centre extends to the whole of India:

e To the matters on which the Parliament has exclusive power of
legislation (i.e., the subjects enumerated in the Union List); and

e To the exercise of rights, authority and jurisdiction conferred on it by
any treaty or agreement.

e Similarly, the executive power of a state extends to its territory in respect of
matters on which the state legislature has exclusive power of legislation (i.e.,
the subjects enumerated in the State List).

o In respect of matters on which both the Parliament and the state legislatures
have power of legislation (i.e., the subjects enumerated in the Concurrent
List), the executive power rests with the states except when a Constitutional
provision or a parliamentary law specifically confers it on the Centre.

o Therefore, a law on a concurrent subject, though enacted by the Parliament,
is to be executed by the states except when the Constitution or the

Parliament has directed otherwise.
Obligation of States and the Centre (Article 256)

e The Constitution has placed two restrictions on the executive power of the
states in order to give ample scope to the Centre for exercising its executive
power in an unrestricted manner.

o Thus, the executive power of every state is to be exercised in such a way
e As to ensure compliance with the laws made by the Parliament and any

existing law which apply in the state; and
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e As not to impede or prejudice the exercise of executive power of the
Centre in the state.

e While the former lays down a general obligation upon the state, the latter
imposes a specific obligation on the state not to hamper the executive power
of the Centre.

e In both the cases, the executive power of the Centre extends to giving of
such directions to the state as are necessary for the purpose.

e The sanction behind these directions of the Centre is coercive in nature.

e Thus, Article 365 says that where any state has failed to comply with (or to
give effect to) any directions given by the Centre, it will be lawful for the
President to hold that a situation has arisen in which the government of the
state cannot be carried on in accordance with the provisions of the
Constitution.

e [t means that, in such a situation, the President’s rule can be imposed in the

state under Article 356.
Centre’s Directions to the States

e In addition to the above two cases, the Centre is empowered to give
directions to the states with regard to the exercise of their executive power in
the following matters:

e The construction and maintenance of means of communication
(declared to be of national or military importance) by the state;

e The measures to be taken for the protection of the railways within the
state;

e The provision of adequate facilities for instruction in the mother-tongue
at the primary stage of education to children belonging to linguistic
minority groups in the state; and

e The drawing up and execution of the specified schemes for the welfare of
the Scheduled Tribes in the state.

e The coercive sanction behind the Central directions under Article 365

(mentioned above) is also applicable in these cases.
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Mutual Delegation of Functions

o The distribution of legislative powers between the Centre and the states is
rigid. Consequently, the Centre cannot delegate its legislative powers to the
states and a single state cannot request the Parliament to make a law on a
state subject.

e The distribution of executive power in general follows the distribution of
legislative powers.

e But, such a rigid division in the executive sphere may lead to occasional
conflicts between the two.

o Hence, the Constitution provides for inter-government delegation of
executive functions in order to mitigate rigidity and avoid a situation of
deadlock.

e Accordingly, the President may, with the consent of the state government,
entrust to that government any of the executive functions of the Centre.

o Conversely, the governor of a state may, with the consent of the Central
government, entrust to that government any of the executive functions of
the state.

e This mutual delegation of administrative functions may be conditional or
unconditional.

e The Constitution also makes a provision for the entrustment of the
executive functions of the Centre to a state without the consent of that state.

e But, in this case, the delegation is by the Parliament and not by the
president.

o Thus, a law made by the Parliament on a subject of the Union List can
confer powers and impose duties on a state, or authorise the conferring of
powers and imposition of duties by the Centre upon a state (irrespective of
the consent of the state concerned).

e Notably, the same thing cannot be done by the state legislature.

e From the above, it is clear that the mutual delegation of functions between
the Centre and the state can take place either under an agreement or by a

legislation.
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e While the Centre can use both the methods, a state can use only the first

method.
Cooperation between the Centre and States:

e The Constitution contains the following provisions to secure cooperation
and coordination between the Centre and the states:

o The Parliament can provide for the adjudication of any dispute or
complaint with respect to the use, distribution and control of waters of
any inter-state river and river valley.

e The President can establish (under Article 263) an Inter-State Council to
investigate and discuss subject of common interest between the Centre
and the states. Such a council was set up in 1990.

o Full faith and credit is to be given throughout the territory of India to
public acts, records and judicial proceedings of the Centre and every
state.

e The Parliament can appoint an appropriate authority to carry out the
purposes of the constitutional provisions relating to the interstate
freedom of trade, commerce and intercourse.

e But, no such authority has been appointed so far.
All-India Services (Article 312):

e Like in any other federation, the Centre and the states also have their
separate public services called as the Central Services and the State Services
respectively.

e In addition, there are all-India services—IAS, IPS and IFS.

e The members of these services occupy top positions (or key posts) under
both the Centre and the states and serve them by turns.

e But, they are recruited and trained by the Centre.

o These services are controlled jointly by the Centre and the states.

e The ultimate control lies with the Central government while the immediate

control vests with the state governments.
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e In 1947, Indian Civil Service (ICS) was replaced by IAS and the Indian
Police (IP) was replaced by IPS and were recognised by the Constitution as
All-India Services.

e In 1966, the Indian Forest Service (IFS) was created as the third All-India
Service.

o Article 312 of the Constitution authorises the Parliament to create new All-
India Services on the basis of a Rajya Sabha resolution to that effect.

e Each of these three all-India services, irrespective of their division among
different states, form a single service with common rights and status and
uniform scales of pay throughout the country.

e Though the all-India services violate the principle of federalism under the
Constitution by restricting the autonomy and patronage of the states, they
are supported on the ground that
e They help in maintaining high standard of administration in the

Centre as well as in the states;

o They help to ensure uniformity of the administrative system

throughout the country; and

e  They facilitate liaison, cooperation, coordination and joint action on

the issues of common interest between the Centre and the states.

e While justifying the institution of all-India services in the Constituent
Assembly, Dr B R Ambedkar observed that:

o “The dual polity which is inherent in a federal system is followed in all
federations by a dual service.

e In all federations, there is a Federal Civil Service and a State Civil
Service. The Indian federation, though a dual polity, will have a dual
service, but with one exception.

e It is recognised that in every country there are certain posts in its
administrative set up which might be called strategic from the point of

view of maintaining the standard of administration.
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e There can be no doubt that the standard of administration depends
upon the calibre of the civil servants who are appointed to the strategic
posts.

o The Constitution provides that without depriving the states of their
rights to form their own civil services, there shall be an all-India service,
recruited on an all-India basis with common qualifications, with
uniform scale of pay and members of which alone could be appointed to

those strategic posts throughout the Union”.
Public Service Commissions:

In the field of public service commissions, the Centre-state relations are as

follows:

e  The Chairman and members of a state public service commission, though
appointed by the governor of the state, can be removed only by the
President.

e The Parliament can establish a Joint State Public Service Commission
(JSPSC) for two or more states on the request of the state legislatures
concerned.

e  The chairman and members of the JSPSC are appointed by the president.

e  The Union Public Service Commission (UPSC) can serve the needs of a
state on the request of the state governor and with the approval of the
President.

e The UPSC assists the states (when requested by two or more states) in
framing and operating schemes of joint recruitment for any services for

which candidates possessing special qualifications are required.
Integrated Judicial System:

e  Though India has a dual polity, there is no dual system of administration of

justice.
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e The Constitution, on the other hand, established an integrated judicial
system with the Supreme Court at the top and the state high courts below
it.

o  This single system of courts enforces both the Central laws as well as the
state laws.

e  This is done to eliminate diversities in the remedial procedure.

e The judges of a state high court are appointed by the president in
consultation with the Chief Justice of India and the governor of the state.

e  They can also be transferred and removed by the president.

e  The Parliament can establish a common high court for two or more states.

e  For example, Maharashtra and goa or Punjab and Haryana have a common

high court.
Relations During Emergencies:

e  During the operation of a national emergency (under Article 352), the
Centre becomes entitled to give executive directions to a state on ‘any’
matter.

o  Thus, the state governments are brought under the complete control of the
Centre, though they are not suspended.

e  When the President’s Rule is imposed in a state (under Article 356), the
President can assume to himself the functions of the state government and
powers vested in the Governor or any other executive authority in the state.

e  During the operation of a financial emergency (under Article 360), the
Centre can direct the states to observe canons of financial propriety and the
President can give other necessary directions including the reduction of

salaries of persons serving in the state and the high court judges.
Other Provisions:

The Constitution contains the following other provisions which enable the

Centre to exercise control over the state administration:

e Article 355 imposes two duties on the Centre:

Manidhanaeyam Free IAS Academy

-mntfreeias.com TNPSC Group - IV & VAO Exam Study Material


http://www.mntfreeias.com/

MANIDHANAEYAM FREE IAS ACADEMY - TNPSC -1V & VAO EXAM
UNIT - V - INDIAN POLITY

e To protect every state against external aggression and internal
disturbance; and
e To ensure that the government of every state is carried on in
accordance with the provisions of the Constitution.
e The governor of a state is appointed by the president.
e He holds office during the pleasure of the President.
e In addition to the Constitutional head of the state, the governor acts as an
agent of the Centre in the state.
e He submits periodical reports to the Centre about the administrative affairs
of the state.
e The state election commissioner, though appointed by the governor of the

state, can be removed only by the President.
Financial Relations:

e Articles 268 to 293 in Part XII of the Constitution deal with Centre-state
financial relations.
 Besides these, there are other provisions dealing with the same subject.

e These together can be studied under the following heads:
Allocation of Taxing Powers

e The Constitution divides the taxing powers between the Centre and the
states in the following way:

e The Parliament has exclusive power to levy taxes on subjects enumerated
in the Union List (which are 15 in number).

e The state legislature has exclusive power to levy taxes on subjects
enumerated in the State List (which are 20 in number).

e Both the Parliament and the state legislature can levy taxes on subjects
enumerated in the Concurrent List (which are 3 in number).

e The residuary power of taxation (that is, the power to impose taxes not
enumerated in any of the three lists) is vested in the Parliament.

e Under this provision, the Parliament has imposed gift tax, wealth tax and
expenditure tax.
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e The Constitution also draws a distinction between the power to levy and
collect a tax and the power to appropriate the proceeds of the tax so levied
and collected. For example, the income-tax is levied and collected by the
Centre but its proceeds are distributed between the Centre and the states.

e Further, the Constitution has placed the following restrictions on the
taxing powers of the states:

* A state legislature can impose taxes on professions, trades, callings and
employments. But, the total amount of such taxes payable by any person
should not exceed Rs. 2,500 per annum.

e A state legislature can impose taxes on the sale or purchase of goods
(other than newspapers).

 But, this power of the states to impose sales tax is subjected to the four
restrictions:

e No tax can be imposed on the sale or purchase taking place outside
the states;

* No tax can be imposed on the sale or purchase taking place in the
course of import or export;

* No tax can be imposed on the sale or purchase taking place in the
course of inter-state trade and commerce; and

e A tax imposed on the sale or purchase of goods declared by
Parliament to be of special importance in inter-state trade and
commerce is subject to the restrictions and conditions specified by
the Parliament.

e A state legislature can impose tax on the consumption or sale of
electricity.

e But, no tax can be imposed on the consumption or sale of electricity
which is
e Consumed by the Centre or sold to the Centre; or
e Consumed in the construction, maintenance or operation of any

railway by the Centre or by the concerned railway company or sold

to the Centre or the railway company for the same purpose.
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* A state legislature can impose a tax in respect of any water or electricity
stored, generated, consumed, distributed or sold by any authority
established by Parliament for regulating or developing any inter-state
river or river valley.

e But, such a law, to be effective, should be reserved for the president’s

consideration and receive his assent.
Distribution of Tax Revenues:

e The 80th Amendment of 2000 and the 88th Amendment of 2003 have
introduced major changes in the scheme of the distribution of tax revenues
between the centre and the states.

e The 80th Amendment was enacted to give effect to the recommendations of
the 10th Finance Commission.

e The Commission recommended that out of the total income obtained from
certain central taxes and duties, 29% should go to the states.

e This is known as the ‘Alternative Scheme of Devolution” and came into
effect retrospectively from April 1, 1996.

e This amendment has brought several central taxes and duties like
Corporation Tax and Customs Duties at par with Income Tax (taxes on
income other than agricultural income) as far as their constitutionally
mandated sharing with the states is concerned.

e The 88th Amendment has added a new Article 268-A dealing with service
tax.

o It also added a new subject in the Union List — entry 92-C (taxes on
services).

e Service tax is levied by the centre but collected and appropriated by both the
centre and the states.

o After these two Amendments, the present position in this regard is as

follows:
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Taxes Levied by the Centre but Collected and Appropriated by the States
(Article 268):

This category includes the following taxes and duties:

e Stamp duties on bills of exchange, cheques, promissory notes, policies of
insurance, transfer of shares and others.
e Excise duties on medicinal and toilet preparations containing alcohol
and narcotics.
e The proceeds of these duties levied within any state do not form a part of the

Consolidated Fund of India, but are assigned to that state.

Service Tax Levied by the Centre but Collected and Appropriated by the
Centre and the States (Article 268-A):

e Taxes on services are levied by the Centre.

e But, their proceeds are collected as well as appropriated by both the Centre
and the states.

e The principles of their collection and appropriation are formulated by the

Parliament.

Taxes Levied and Collected by the Centre but Assigned to the States (Article
269):

The following taxes fall under this category:

e Taxes on the sale or purchase of goods (other than newspapers) in the
course of inter-state trade or commerce.
e Taxes on the consignment of goods in the course of inter-state trade or
commerce.
e The net proceeds of these taxes do not form a part of the Consolidated Fund
of India.
e They are assigned to the concerned states in accordance with the principles

laid down by the Parliament.
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Taxes Levied and Collected by the Centre but Distributed between the Centre
and the States (Article 270):

e This category includes all taxes and duties referred to in the Union List
except the following:
e Duties and taxes referred to in Articles 268, 268-A and 269 (mentioned
above);
e Surcharge on taxes and duties referred to in Article 271 (mentioned
below); and
e Any cess levied for specific purposes.
e  The manner of distribution of the net proceeds of these taxes and duties is
prescribed by the President on the recommendation of the Finance

Commission.

Surcharge on Certain Taxes and Duties for Purposes of the Centre (Article
271):

e The Parliament can at any time levy the surcharges on taxes and duties
referred to in Articles 269 and 270 (mentioned above).
e The proceeds of such surcharges go to the Centre exclusively.

e In other words, the states have no share in these surcharges.
Taxes Levied and Collected and Retained by the States

o These are the taxes belonging to the states exclusively. They are enumerated

in the state list and are 20 in number. These are:

e Land revenue;

e Taxes on agricultural income, succession and estate duties in respect of
agricultural land;

e Taxes on lands and buildings, on mineral rights, on animals and boats,
on road vehicles, on luxuries, on entertainments, and on gambling;

e Excise duties on alcoholic liquors for human consumption and

narcotics;
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o Taxes on the entry of goods into a local area, on advertisements (except
newspapers), on consumption or sale of electricity, and on goods and
passengers carried by road or on inland waterways;

e Taxes on professions, trades, callings and employments not exceeding
Rs. 2,500 per annum;

e (apitation taxes;

o Tolls;

e Stamp duty on documents (except those specified in the Union List);

e Sales tax (other than newspaper); and

e Fees on the matters enumerated in the State List (except court fees).
Goods and Services Tax Council (Article 279(A))

e The smooth and efficient administration of the goods and services tax (GST)
requires a co-operation and co-ordination between the Centre and the
States.

e In order to facilitate this consultation process, the 101** Amendment Act of
2016 provided for the establishment of a Goods and Services Tax Council or
the GST Council.

o Article 279-A empowered the President to constitute a GST Council by an
order.

e The Council is a joint forum of the Centre and the States.

e It is required to make recommendations to the Centre and the States on the
following matters:

o The taxes, cesses and surcharges levied by the Centre, the States and the
local bodies that would get merged in GST.

e The goods and services that may be subjected to GST or exempted from
GST.

e Model GST Laws, principles of levy, apportionment of GST levied on
supplies in the course of inter-state trade or commerce and the

principles that govern the place of supply.
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e The threshold limit of turnover below which goods and services may be
exempted from GST.

e The rates including floor rates with bands of GST.

e Any special rate or rates for a specified period to raise additional

resources during any natural calamity or disaster.
Finance Commission (Article 280)

e Article 280 provides for a Finance Commission as a quasi-judicial body. It is
constituted by the President every fifth year or even earlier.

o It is required to make recommendations to the President on the following
matters:

e The distribution of the net proceeds of taxes to be shared between the
Centre and the states, and the allocation between the states, the
respective shares of such proceeds.

e The principles which should govern the grants-in-aid to the states by the
Centre (i.e., out of the Consolidated Fund of India).

e The measures needed to augment the Consolidated fund of a state to
supplement the resources of the panchayats and the municipalities in the
state on the basis of the recommendations made by the State Finance
Commission.

e Any other matter referred to it by the President in the interests of sound
finance.

e Till 1960, the Commission also suggested the amounts paid to the States of
Assam, Bihar, Orissa and West Bengal in lieu of assignment of any share of
the net proceeds in each year of export duty on jute and jute products.

o The Constitution envisages the Finance Commission as the balancing wheel

of fiscal federalism in India.
Effects of Emergencies

e The Centre-state financial relations in normal times (described above)

undergo changes during emergencies. These are as follows:
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National Emergency

e While the proclamation of national emergency (under Article 352) is in
operation, the president can modify the constitutional distribution of
revenues between the Centre and the states.

e This means that the president can either reduce or cancel the transfer of
finances (both tax sharing and grants-in-aid) from the Centre to the
states.

¢ Such modification continues till the end of the financial year in which the

emergency ceases to operate.
Financial Emergency

e While the proclamation of financial emergency (under Article 360) is in
operation, the Centre can give directions to the states:
e To observe the specified canons of financial propriety;
e To reduce the salaries and allowances of all class of persons serving in
the state; and
e To reserve all money bills and other financial bills for the

consideration of the President.

Article No. Subject Matter
Distribution of Revenues between the Union and the States

Duties levied by the Union but collected and appropriated by
Article 268

the states

Service tax levied by Union and collected and appropriated
Article 268A

by the Union and the states (Repealed)

Taxes levied and collected by the Union but assigned to the
Article 269

states

Levy and collection of goods and services tax in course of
Article 269A

inter-state trade or commerce

Taxes levied and distributed between the Union and the
Article 270

states
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Surcharge on certain duties and taxes for purposes of the

Article 271 '
Union

Taxes which are levied and collected by the Union and may

be distributed between the Union and the states (Repealed)

Article 272

Article 273 | Grants in lieu of export duty on jute and jute products

. Prior recommendation of President required to bills affecting
Article 274 o ' _
taxation in which states are interested

Article 275 Grants from the Union to certain states

Article 276 Taxes on professions, trades, callings and employments

Article 277 | Savings
Agreement with states in Part B of the First Schedule with

Article 278
regard to certain financial matters (Repealed)

Article 279 | Calculation of “net proceeds”, etc.

Article 279A | Goods and Services Tax Council

Article 280 Finance Commission

Article 28 Recommendations of the Finance Commission

Miscellaneous Financial Provisions

Expenditure defrayable by the Union or a state out of its

Article 282

revenues

Custody, etc., of Consolidated Funds, Contingency Funds
Article 283

and moneys credited to the public accounts

Custody of suitors’ deposits and other moneys received by
Article 284

public servants and courts

Article 285 | Exemption of property of the Union from state taxation

. Restrictions as to imposition of tax on the sale or purchase of
Article 286
goods

Article 287 | Exemption from taxes on electricity

_ Exemption from taxation by states in respect of water or
Article 288 S _
electricity in certain cases

Article 289 | Exemption of property and income of a state from Union
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taxation

Article 290 | Adjustment in respect of certain expenses and pensions

Article 290A | Annual payment to certain Devaswom Funds

Article 29 Privy purse sums of Rulers (Repealed)

Borrowing

Article 292 | Borrowing by the Government of India

Article 293 | Borrowing by states

Centre - State Committees:
Administrative Reforms Commission:

e The Central government appointed a six-member Administrative Reforms
Commission (ARC) in 1966 under the chairmanship of Morarji Desai
(followed by K Hanumanthayya).

o Its terms of references included, among others, the examination of Centre-
State relations.

e In order to examine thoroughly the various issues in Centre-state relations,
the ARC constituted a study team under M C Setalvad.

e On the basis of the report of this study team, the ARC finalised its own
report and submitted it to the Central government in 1969.

e It made 22 recommendations for improving the Centre-state relations.

e The important recommendations are:

e Establishment of an Inter-State Council under Article 263 of the
Constitution.

e Appointment of persons having long experience in public life and
administration and non-partisan attitude as governors.

o Delegation of powers to the maximum extent to the states.

e Transferring of more financial resources to the states to reduce their
dependency upon the Centre.

o Deployment of Central armed forces in the states either on their request

or otherwise.
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e No action was taken by the Central government on the

recommendations of the ARC.
Rajamannar Committee

e In 1969, the Tamil Nadu Government (DMK) appointed a three-member
committee under the chairmanship of Dr P V Rajamannar to examine the
entire question of Centre-state relations and to suggest amendments to the
Constitution so as to secure utmost autonomy to the states.

o The committee submitted its report to the Tamil Nadu Government in 1971.

o The Committee identified the reasons for the prevailing unitary trends
(tendencies of centralisation) in the country. They include:

e Certain provisions in the Constitution which confer special powers on
the Centre;

e One-party rule both at the Centre and in the states;

e Inadequacy of states’ fiscal resources and consequent dependence on the
Centre for financial assistance; and

o The institution of Central planning and the role of the Planning
Commission.

e The important recommendations of the committee are as follows:

e An Inter-State Council should be set up immediately;

e Finance Commission should be made a permanent body;

e Planning Commission should be disbanded and its place should be
taken by a statutory bodys;

o Articles 356, 357 and 365 (dealing with President’s Rule) should be
totally omitted;

e The provision that the state ministry holds office during the pleasure of
the governor should be omitted;

e Certain subjects of the Union List and the Concurrent List should be
transferred to the State List;

o The residuary powers should be allocated to the states; and

e All-India services (IAS, IPS and IFS) should be abolished.
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e The Central government completely ignored the recommendations of the

Rajamannar Committee.
Anandpur Sahib Resolution

e In 1973, the Akali Dal adopted a resolution containing both political and
religious demands in a meeting held at Anandpur Sahib in Punjab.

o The resolution, generally known as Anandpur Sahib Resolution, demanded
that the Centre’s jurisdiction should be restricted only to defence, foreign
affairs, communications, and currency and the entire residuary powers
should be vested in the states.

o It stated that the Constitution should be made federal in the real sense and
should ensure equal authority and representation to all the states at the

Centre.
West Bengal Memorandum

e In 1977, the West Bengal Government (led by the Communists) published a
memorandum on Centre-state relations and sent to the Central
government.

e The memorandum inter alia suggested the following:

e The word ‘union’ in the Constitution should be replaced by the word
‘federal’;

e The jurisdiction of the Centre should be confined to defence, foreign
affairs, currency, communications and economic co-ordination;

o All other subjects including the residuary should be vested in the states;

e Articles 356 and 357 (President’s Rule) and 360 (financial emergency)
should be repealed;

e State’s consent should be made obligatory for formation of new states or
reorganisation of existing states;

e Of the total revenue raised by the Centre from all sources, 75 per cent
should be allocated to the states;

e Rajya Sabha should have equal powers with that of the Lok Sabha; and
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e There should be only Central and state services and the all-India services
should be abolished.
e The Central government did not accept the demands made in the

memorandum.
Sarkaria Commission

e In 1983, the Central government appointed a three-member Commission
on Centre-state relations under the chairmanship of R S Sarkaria, a retired
judge of the Supreme Court.

e The commission was asked to examine and review the working of existing
arrangements between the Centre and states in all spheres and recommend
appropriate changes and measures.

e It was initially given one year to complete its work, but its term was
extended four times.

o The final report was submitted in October 1987, and the summary was later
officially released in January 1988.

e The Commission did not favour structural changes and regarded the
existing constitutional arrangements and principles relating to the
institutions basically sound.

e But, it emphasised on the need for changes in the functional or operational
aspects.

o It observed that federalism is more a functional arrangement for co-
operative action than a static institutional concept.

o It outrightly rejected the demand for curtailing the powers of the Centre and
stated that a strong Centre is essential to safeguard the national unity and
integrity which is being threatened by the fissiparious tendencies in the body
politic.

e However, it did not equate strong Centre with centralisation of powers.

o [t observed that over-centralisation leads to blood pressure at the centre and

anemia at the pheriphery.
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e The Commission made 247 recommendations to improve Centre-state
relations.
e The important recommendations are mentioned below:

e A permanent Inter-State Council called the Inter-Governmental Council
should be set up under Article 263.

o Article 356 (President’s Rule) should be used very sparingly, in extreme
cases as a last resort when all the available alternatives fail.

o The institution of All-India Services should be further strengthened and
some more such services should be created.

e The residuary powers of taxation should continue to remain with the
Parliament, while the other residuary powers should be placed in the
Concurrent List.

e When the president withholds his assent to the state bills, the reasons
should be communicated to the state government.

e The National Development Council (NDC) should be renamed and
reconstituted as the National Economic and Development Council
(NEDC).

e The zonal councils should be constituted afresh and reactivated to
promote the spirit of federalism.

e The Centre should have powers to deploy its armed forces, even without
the consent of states. However, it is desirable that the states should be
consulted.

e The Centre should consult the states before making a law on a subject of
the Concurrent List.

o The procedure of consulting the chief minister in the appointment of the
state governor should be prescribed in the Constitution itself.

e The net proceeds of the corporation tax may be made permissibly
shareable with the states.

e The governor cannot dismiss the council of ministers so long as it

commands a majority in the assembly.
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o The governor’s term of five years in a state should not be disturbed
except for some extremely compelling reasons.

e No commission of enquiry should be set up against a state minister
unless a demand is made by the Parliament.

e The surcharge on income tax should not be levied by the Centre except
for a specific purpose and for a strictly limited period.

e The present division of functions between the Finance Commission and
the Planning Commission is reasonable and should continue.

o Steps should be taken to uniformly implement the three language
formula in its true spirit.

e No autonomy for radio and television but decentralisation in their
operations.

e No change in the role of Rajya Sabha and Centre’s power to reorganise
the states.

e The commissioner for linguistic minorities should be activated.

o The Central government has implemented 180 (out of 247)
recommendations of the Sarkaria Commission.

e The most important is the establishment of the Inter-State Council in 1990.
Punchhi Commission

e The Second commission on Centre-State Relations was set-up by the
Government of India in April 2007 under the Chairmanship of Madan
Mohan Punchhi, former Chief Justice of India.

e It was required to look into the issues of Centre-State relations keeping in
view the sea-changes that have taken place in the polity and economy of
India since the Sarkaria Commission had last looked at the issue of Centre-
State relations over two decades ago.

o The terms of reference of the Commission were as follows:

e The Commission was required to examine and review the working of
the existing arrangements between the Union and States as per the

Constitution of India, the healthy precedents being followed, various
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pronouncements of the Courts in regard to powers, functions and
responsibilities in all spheres including legislative relations,
administrative relations, role of governors, emergency provisions,
financial relations, economic and social planning, Panchayati Raj
institutions, sharing of resources including inter-state river water and
recommend such changes or other measures as may be appropriate
keeping in view the practical difficulties.

e In examining and reviewing the working of the existing arrangements
between the Union and States and making recommendations as to the
changes and measures needed, the Commission was required to keep
in view the social and economic developments that have taken place
over the years, particularly over the last two decades and have due
regard to the scheme and framework of the Constitution.

e Such recommendations were also needed to address the growing
challenges of ensuring good governance for promoting the welfare of
the people whilst strengthening the unity and integrity of the country,
and of availing emerging opportunities for sustained and rapid
economic growth for alleviating poverty and illiteracy in the early
decades of the new millennium.

e  While examining and making its recommendations on the above,
the Commission was required to have particular regard, but not
limit its mandate to the following:-

e The role, responsibility and jurisdiction of the Centre vis-a-vis
States during major and prolonged outbreaks of communal
violence, caste violence or any other social conflict leading to
prolonged and escalated violence.

e The role, responsibility and jurisdiction of the Centre vis-a-vis
States in the planning and implementation of the mega projects
like the inter-linking of rivers, that would normally take 15-20

years for completion and hinge vitally on the support of the States.
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e The role, responsibility and jurisdiction of the Centre vis-a-vis
States in promoting effective devolution of powers and autonomy
to Panchayati Raj Institutions and Local Bodies including the
Autonomous Bodies under the sixth Schedule of the Constitution
within a specified period of time.

o The role, responsibility and jurisdiction of the Centre vis-a-vis
States in promoting the concept and practice of independent
planning and budgeting at the District level.

e The role, responsibility and jurisdiction of the Centre vis-a-vis
States in linking Central assistance of various kinds with the
performance of the States.

e The role, responsibility and jurisdiction of the Centre in adopting
approaches and policies based on positive discrimination in favour
of backward States.

e The impact of the recommendations made by the 8th to 12th
Finance Commissions on the fiscal relations between the Centre
and the States, especially the greater dependence of the States on
devolution of funds from the Centre.

e The need and relevance of separate taxes on the production and on
the sales of goods and services subsequent to the introduction of
Value Added Tax regime.

e The need for freeing inter-State trade in order to establish a unified
and integrated domestic market as also in the context of the
reluctance of State Governments to adopt the relevant Sarkaria
Commission’s recommendation in chapter XVIII of its report.

o The need for setting up a Central Law Enforcement Agency
empowered to take up suo moto investigation of crimes having
inter-State and/or international ramifications with serious

implications on national security.
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o The feasibility of a supporting legislation under Article 355 for the
purpose of suo moto deployment of Central forces in the States if

and when the situation so demands.
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