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While the ‘Indian federalism’ signifies the relationships and arrangements between the 

‘Union’ and the ‘States’, and also the ‘local’ governments, fiscal federalism in India 

essentially entails how the authorities over resources are defined among the ‘Union’ and the 

‘States’ including, of course, the local governments; and how the resources are mandated to 

be shared among the ‘Union’, the States’ and governments at the grassroots. In understanding 

the form and nature of fiscal federalism in the country, therefore, the institutions of Finance 

Commission both at the Union and the States are extremely crucial. Even though the State 

Finance Commissions have a particularly important role to play in the overall arrangements 

of the fiscal federalism in the country, it is the institution of Finance Commission at the level 

of the ‘Union’, which plays the most defining role in the whole structure and system.   

 

The Constitutional mandate of Finance Commission at the level of Union comes from the 

Article 280. The mandate of the Finance Commission entails a) how resources of the 

“Divisible Pool” will be shared between the Union and States and b) how grant-in-aid to 

States (which will form a part of their revenue) will be distributed from the “Consolidated 

Fund” of the Union. It may be noted that the “Divisible Pool” includes various taxes (as 

described from Article 268 to 274) while the “Consolidated Fund” consists of all revenues net 

of the state shares (Article 266). Further, the provisions of making grant out of the 

Consolidate Fund are contained in the Article 275. The recommendations of the Finance 

Commission, thus, fall within two broad ambits: one relates to sharing of taxes etc. and other 

to devolutions in the forms of various grants.  

 

The report of the Fourteenth Finance Commission (FFC) marks quite a few distinctive 

departures in making recommendations regarding the devolution and transfer of resources 

from the ‘Union’ or ‘Centre’ to the ‘States’, thereby, ushering in a new regime of fiscal 

federalism in the country, which has been given the name of ‘cooperative federalism’. It may 

be mentioned that the States are supposed to enjoy enhanced room for fiscal manoeuvres 

under the regime of cooperative federalism, which is also believed to reduce diverse forms of 

‘ad-hocisms’. In particular, changes proposed under the ‘cooperative federalism’ include, 



inter alia, a) changes in the state share in taxes along with the change in the devolution 

criteria, b) change in the approach while assessing the post devolution revenue deficits of the 

states without considering the distinction between plan and non-plan expenditures, c) 

reduction in the number and scope of sector and scheme specific transfers together with 

changes in centre-state shares for specific schemes and programmes, and d) non-recognition 

of the distinction between special and general category states in determining norms and 

making recommendations for sharing and transfer of resources. 

 

Undoubtedly, these shifts proposed within the overarching framework of cooperative 

federalism have both immediate and long term implications for the States and their finances. 

Besides, following the submission of the report of the Fourteenth Finance Commission 

(FFC), much confusion have been generated regarding the ‘continuation’ and 

‘discontinuation’ of the ‘provisions’ and ‘privileges’ associated with Special Category States. 

Further, consequent to the recommendation of the Fourteenth Finance Commission, there 

have been attempts at reducing the number of Centrally Sponsored Schemes (CSS) as well as 

rationalisation of the CSS. In order to look into the issues of rationalisation of the CSS a sub-

group of chief ministers was constituted which has made a number of important 

recommendations. All these together with the abolition of the Planning Commission with its 

allocative role indicate that there is clear tendency towards a new regime of fiscal federalism 

in the country. The proposed seminar intends to look at the issues related to such a 

transformation as well as the implications thereof by bringing together both academics and 

policy practitioners at the governments. The seminar will have both invited papers and papers 

received from an open call and selected through rigorous review processes. Participants’ 

travelling and accommodation will be taken care of by the organisers.  

 

The seminar will focus on the following indicative and non exhaustive themes: 

 

• Fiscal Federalism in India  – Theories and Practices 

• Finance Commissions in India - Changes and Continuity  

• Fourteenth Finance Commission – Approaches, Principles and Implications 

• Cooperative Federalism – Idea and Actions  

• State and Fate of Special Category States 

• Changes in Central Sector and Centrally Sponsored Schemes and Social Sector 

• Political Economy of Fiscal Restructuring  

 

Important Dates 

 

Last Date of Submission of Paper    :  February 14, 2017 

 

Notification of Acceptance    : February 28, 2017 

 

Submission of Full Paper    : March 21, 2017  
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