GST Council: A prime example of
cooperative federalism enabling
joint fiscal decision-making.

Aspirational Districts Programme:
Combines real-time monitoring
with competitive incentives
among 112 districts to improve
development outcomes.

Ease of Doing Business reforms:
States like Andhra Pradesh,
Gujarat, and Telangana leading in
business environment
improvements.

SDG India Index: Kerala and
Himachal Pradesh consistently
rank as top performers in
sustainable development
indicators.

Critically examine the differences
between NITI Aayog and Planning
Commission. Has NITI Aayog
fulfilled its mandate? (UPSC 2018)

How do cooperative and
competitive federalism shape
governance in India? Illustrate
with examples. (Probable 2025)

Discuss the role of NITI Aayog in
promoting Sustainable
Development Goals in India.
(UPSC 2020-style)

The transition from Planning

Commiission to NITI Aayog
reflects India’'s move from
centralized planning to

Illustrative Examples of
Federalism in Practice

Past and Probable Examination
Questions

collaborative and competitive

governance.

Case Studies and
Examples for Value
Addition

PYQs and Probable
Questions for UPSC

Evolution from Planning
Commiission to NITI Aayog

The Planning Commission (1950-
2014) represented centralized
planning during India’s socialist
phase, focusing on resource
allocation through Five-Year
Plans.

In 2015, NITI Aayog (National
Institution for Transforming India)
replaced the Planning
Commission to align with market-
oriented reforms and promote
cooperative federalism.

Historical Context and

Institutional Shift This transition marked a shift

from command-and-control
planning to enabling governance,
emphasizing policy innovation
and flexibility.

The change reflects India's
evolving economic and political
landscape, moving towards
decentralized and evidence-
based policymaking.

Planning Commission was an
extra-constitutional body chaired
by the Prime Minister, with
authority to allocate central
funds to states.

NITI Aayog is an advisory think
tank, also chaired by the Prime
Minister, but lacks financial
powers and focuses on policy
guidance.

Differences in Nature and

Structure The Planning Commission

operated with a centralized, top-
down approach, while NITI Aayog
promotes bottom-up planning
and real-time monitoring.

NITI Aayog's structure includes a
Governing Council comprising all
Chief Ministers, fostering greater
inclusiveness in decision-making.

Planning Commission allocated
funds using formulas like the
Gadgil-Mukherjee formula,
emphasizing resource distribution.

NITI Aayog focuses on policy
design, monitoring Sustainable
Development Goals (SDG) Index,
Health Index, and initiatives like
Aspirational Districts Programme
and Atal Innovation Mission.

Functional Contrasts The Planning Commission's role

was largely financial and
planning-centric, whereas NITI
Aayog acts as a policy think tank
and facilitator.

NITI Aayog encourages evidence-
based, flexible planning
responsive to real-time data and
state feedback.

The Planning Commission was
perceived as Centre-dominant,
often criticized for undermining
state autonomy.

NITI Aayog promotes cooperative
federalism by involving states
through its Governing Council,
aiming for consensus-building.

Role in Federalism This institutional design
encourages dialogue and joint
decision-making between Centre

and states.

The shift supports a more
collaborative federal structure
aligned with India's diverse polity.

Cooperative federalism refers to
the Centre and states working
collaboratively towards common
national goals.

It emphasizes partnership,
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Widen the divisible tax pool to

increase states' share in revenues.

Reduce dependence on cesses
and conditional grants to
enhance fiscal autonomy.

Promote transparent and
predictable fiscal transfers to
states.

Strengthen monitoring,
evaluation, and citizen feedback
mechanisms for better policy
outcomes.

Use real-time data to guide
reforms and resource allocation.

Encourage states to adopt
evidence-based decision-making
and innovation.

States face rising expenditure
responsibilities but have limited
revenue-raising powers.

Dependence on central transfers
and cesses constrains fiscal
autonomy and planning flexibility.

The divisible pool of taxes needs
expansion to ensure equitable
resource distribution.

Fiscal stress hampers states’
ability to invest in infrastructure
and social services.

The Centre's growing role in
taxation, especially through GST
and cesses, has increased central
control over finances.

This trend may reduce states’
fiscal independence and
bargaining power.

Centralized decision-making can
conflict with the federal principle
of shared governance.

Balancing central oversight with
state autonomy remains a key
challenge.

Political differences between
Centre and states often lead to
conflicts in federal institutions.

Examples include delays in GST
compensation payments and

disagreements in policy priorities.

Polarization undermines trust and
cooperation essential for
effective federal governance.

It can stall reforms and weaken
institutional mechanisms
designed for collaboration.

Inter-State Council and Zonal
Councils, intended to facilitate
Centre-state coordination, are
underutilized.

Lack of regular meetings and
follow-up limits their
effectiveness.

Strengthening these bodies could
improve dialogue and conflict
resolution.

Institutional reforms are needed
to make federal governance more
responsive and inclusive.

Fiscal Reforms

Data-Driven Governance

Fiscal Stress and Revenue
Autonomy

Centralization Trends

Political Polarization

Institutional Weaknesses

Strengthening Federalism

Contemporary
Challenges in Indian
Federalism

Competitive
Federalism
In India

Competitive Federalism in
India

and states, facilitating smoother
implementation of policies.

Strengths of Cooperative
Federalism

Helps in pooling resources and
expertise for addressing complex
socio-economic challenges.

Encourages states to participate
actively in national development

I agendas.

Political frictions and party
differences can weaken the spirit
of cooperation.
’ o
Unequal capacities among states
create imbalances in partnership
and resource utilization.

Challenges to Cooperative
Federalism

Increasing reliance on cesses and
conditional grants by the Centre
may undermine genuine

cooperation.

Institutional mechanisms like
Inter-State Council and Zonal
Councils remain underutilized,

I limiting their potential.

Competitive federalism involves
states competing to attract
investment, improve governance,
and enhance service delivery.

It creates incentives for
innovation, efficiency, and
accountability in public
administration.

Competition among states aims
to generate a "race to the top" in
development and governance
standards.

Definition and Importance

This model complements
cooperative federalism by
encouraging performance-based
improvements.

Ease of Doing Business rankings,
developed by DPIIT and World
Bank (until 2020), benchmarked
states on business environment
reforms.

NITI Aayog's SDG India Index and
Health Index rank states based on
progress towards sustainable
development and health
outcomes.

Mechanisms Facilitating

Competitive Federalism Reform-linked incentives, such as

grants tied to power distribution
reforms or Jal Jeevan Mission
performance, motivate states to
improve.

International benchmarking
compares Indian states with
global regions, encouraging
adoption of best practices.

Drives innovation in governance
and public service delivery by
fostering healthy competition.

Enhances accountability as states
strive to improve rankings and
attract investments.

Benefits of Competitive
Federalism Encourages efficient use of
resources and policy

experimentation.

Promotes citizen-centric
governance by focusing on
measurable outcomes.

Risk of widening regional
inequalities as developed states
attract more investments, leaving
weaker states behind.

Possibility of a "race to the
bottom,” where states dilute
labour or environmental

F14] to attract busi :
Challenges of Competitive regutations to attract business

Federalism
Overemphasis on rankings may

lead to superficial compliance
rather than substantive reforms.

Competition may sometimes
undermine cooperative efforts
needed for national priorities.




