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| ndia is a country with continental proportions and draws upon her
diversity as a strength. Federalism was the model adopted that would
best suit an Independent India. In the wake of need for fast paced
development of the nation as a whole, as well as the rising regional

Central Government aspirations and quest for more share in the resources, the dynamics of Federalism
in the country appear to be coming into attention more than ever before. To better
is committed to serve the needs and aspirations of the people in the federal polity, in a major step
strengthening the moving away from centralised planning to a more decentralised and participative
Hands of the States b setup, the Planning Commission was replaced by the National Institution for
quas ol dicotaleso) Transforming India (NITI Aayog) on 1 January 2015. From a body like Planning
enhancing their capital Commission which imposed policies on States and tied allocation of funds with
investment towards projects it approved, we moved to a thinktank which enables greater role for
. . involvement of the States in policy making and offers expert guidance and policy
creating productive advice through its state-of-the-art Resource Centre.
assets and generating Cooperation and competition are the two sides of the same coin—*Federalism’.
remunerative Both are essential to take the ‘New India’ march forward economically and
employment. The socially. While on the one hand the States need to be assisted with resources and

sound policy advice, on the other they need to be encouraged to improve their
performance. NITI Aayog since its inception has been able to balance the two and

Budget 2022-23 is a

continuation of a series provide necessary support to the States.

of reforms, policies Cooperative Federalism

and measures that NITI Aayog works towards a shared vision of national development priorities
have strengthened with the active involvement of States to foster cooperative federalism. NITI’s
India’s federal system. B! . -
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Governing Council, chaired by the Prime
Minister, comprises of all the Chief
Ministers and Lieutenant Governors of
UTs as equal members and a selected
Government of India ministers. The
Governing Council meets annually
to evolve a shared vision of country’s
economic development. In the 6%
Governing Council Meeting held on 20
February 2021, a unique exercise took
place where extensive workshops were
held between NITI Aayog, Ministries
and State Governments to finalise the
agenda for the Governing Council’s
deliberations.

The Aspirational Districts
Programme (ADP) of NITI
Aayog launched in January 2018
focuses on 112 of India’s most
developmentally challenged
districts across sectors such as
health and nutrition; education;
agriculture and water resources;
basic infrastructure; and
financial inclusion and skill
development.

under the SDGs are interdependent and
inter-connected, and require concerted
and coordinated action within the
various departments. This inherent
nature of the goals has forced States
to dissolve silo-based functioning
prevalent in government institutions.
Such collaboration paves the way for
convergence of developmental schemes
with programmatic or beneficiary
overlapping, better utilisation of
resources and greater achievement of
outcomes. Thus, new structures are laid
for novel and goal-driven partnerships
at State and sub-State levels. States and

One of NITI Aayog’s major initiative since its
inception has been formulating the Strategy document in
2017 (India@?75). Its preparation followed an extremely
participative approach. Over 800 stakeholders from within
the government—Central, State and District levels—
and about 550 external experts were consulted during
the preparation of the document. The overarching focus
of the Strategy document was to further improve the
policy environment in which private investors and other
stakeholders can contribute their fullest towards achieving
the goals set out for New India 2022 and propel India
towards a USD 5 trillion economy.

A number of steps have been taken by NITI Aayog to
foster cooperative federalism. These steps are showcased
in the development blueprints prepared jointly with
Governments of Uttar Pradesh, Tripura, and Madhya
Pradesh. Regular sharing of best practices; policy support
and capacity development of State/UT functionaries, etc.,
are other areas where NITI partners with State governments.

It has been observed that NITI’s interaction with the
States have resulted in many changes at the institutional level
with many States reimagining the roles of their planning
and finance departments. The 17 goals and 169 targets

NITI Aayog

Strategy for

New India = /5
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UTs have explored and innovated different ways for such
institutional development.

Competitive Federalism

NITI Aayog attempts to promote competitive
federalism by means of facilitating improved performance
of States/UTs. It stimulates healthy competition among
States through developing indicator frameworks and
transparent rankings in various sectors, review mechanisms
and capacity-building with a hand-holding approach.
States are ranked through various indices measuring ease
of doing business to Sustainable Development Goals. The
ranking on social indicators based on quantitative objective
criteria encourages States (and districts) to improve their
performance.

As one of its major transformative initiatives, NITI
Aayog also releases rankings in the monthly changes
in the performance of Aspirational Districts. The
Aspirational Districts Programme (ADP) of NITI Aayog
launched in January 2018 focuses on 112 of India’s most
developmentally challenged districts across sectors such
as health and nutrition; education; agriculture and water
resources; basic infrastructure; and financial inclusion and
skill development. The aim of these rankings is to promote
immediate improvement through greater efficiency and
convergence in governance and measuring progress by
ranking districts on a monthly basis. Districts are challenged
and encouraged first to catch up with the best district in their
State, and then aspire to become one of the best in the nation,
by competing and learning from others in the competitive
and cooperative spirit of federalism. Promoting the spirit
of competitive and cooperative federalism, the districts are
supplied supplementary funding from the Government of
India to focus on key projects in their districts. Top ranked
aspirational district gets Rs 10 crore, second best receives
Rs 5 crore and sector wise best gets Rs 3 crore each.

Some of the indices launched by NITI Aayog are
Composite Water Management Index, India Innovation
Index, Export Competitiveness Index, School Education
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Quality Index, State Health Index and Sustainable
Development Goals Index.

Fostering Localisation of SDGs

Starting in 2018, NITI defined the contours of the
national progress monitoring on SDGs based on key
national development priorities in its first ever framework
for monitoring the country’s progress on the SDGs— SDG
India Index and Dashboard. Since then, this framework has
been continuously revised with feedback from States/UTs
and consultations with ministries to broaden the scope for
the SDG-based monitoring framework. The latest version of
the SDG India Index contains 100+ indicators. Now in its
fourth year, it has been institutionalised and established as the
country’s principal and official policy tool on benchmarking
national and sub-national progress and has simultaneously
fostered competition among the States.

Most recently, as a part of its localisation efforts, NITI
published the first regional index — The North—Eastern
Region District SDG Index. The Index measures the
performance of all the 100+ districts of the eight States
of Arunachal Pradesh, Assam, Manipur, Meghalaya,
Mizoram, Nagaland, Sikkim and Tripura on the SDGs and
their corresponding targets. Taking the successful SDG
localisation model further to the level of urban areas, NITI
Aayog developed and released the SDG Urban Index &
Dashboard (2021-22) in November 2022. It ranked 56 urban
areas on 77 SDG indicators and highlighted the strengths
and gaps in ULB-level data, monitoring, and reporting
systems. This interactive tool is aimed at strengthening
SDG localisation at the city level and fostering the creation
of an ecosystem in which all stakeholders are equipped to
adopt and implement data-driven decision making. The
process of localisation involves more than a mere local
application of high-level agendas. Rather, SDG localisation
encompasses a host of factors such as local agenda setting,
decision-making and process monitoring with locally
adapted indicators, which together generate the ownership
necessary for successful SDG implementation on a local
scale. It is thus critical that the apparatus of sustainable
development focuses on being more responsive and relevant
to local needs and aspirations. NITI Aayog has created
strong partnership with States to achieve

to 42% currently. This has greatly expanded the fiscal space
afforded to State governments to pursue their development
priorities. This increase in devolution has been accompanied
by the abolition of formal economic plans, and the
dissolution of the Planning Commission. Centralised policy
and decision making has now given way to a decentralised
system, with more flexibility and financial autonomy for
State Governments.

The State Governments have frequently raised the
issue of getting more unconditional transfers relative to the
conditionaltransfers. These conditional transfersare generally
in the form of Centrally Sponsored Schemes (CSCs). The
share of general-purpose transfers, which are unconditional
in nature and come with no strings attached, in total central
transfers increased from 64.8% in 2011-12 to 74.2% in
2019-20, while that of specific purpose transfers, which are
conditional in nature, have declined from 35.2% to 25.7%
during this period. Among the key fiscal support measures
by Centre to States to fight Covid-19 and support economic
growth, it is important to highlight that the Centre increased
the borrowing limits of States from 3.0% of GSDP to
5.0% for 2020-21, providing the States extra resources of
Rs 4.3 lakh crore.

As highlighted in Budget 2022-23, GST has been “a
landmark reform of independent India showcasing the spirit
of cooperative federalism”. Goods and Services Tax (GST)
is governed by the GST Council, where States are equal
partners. Despite the nationwide surge in Covid-19 cases,
gross GST collections for the month of January 2022 were
recorded at Rs 1,40,986 crore, which is the highest since
the inception of GST. Total GST collections are estimated
to grow 23% in 2021-22, as per revised estimates in the
Budget. GST has played a major role in the formalisation of
the Indian economy. The introduction of GST has eliminated
transactions which were not recorded earlier in the books of
accounts and were outside the tax net. The seamless flow of
information facilitated by GST would eventually augment
not only the Indirect Tax collections but also Direct Tax
collections. It has enabled to keep a check on the fraud
related to payment of tax (tax evasion) through stricter tax
compliances and transparency.

Reflecting the true spirit of

SDG-oriented development agenda.
This enables it to foster cooperative
federalism with the convergence in the
vision for development between States
and the Union.

Strengthening Fiscal Federalism

Fiscal federalism has also seen
substantial strengthening since 2014.
The successive Finance Commissions
have raised the share of States in tax
revenues from 29.5% between 2000-05

The Union Budget also stated
that in 2022-23, in accordance
with the recommendations of
the 15th Finance Commission,
States will be allowed a fiscal
deficit of 4.0% of GSDP of
which 0.5% will be tied to
power sector reforms.

cooperative federalism, the Central
Government  is  committed  to
strengthening the hands of the States
by enhancing their capital investment
towards creating productive assets and
generating remunerative employment.
In her Budget speech, the Finance
Minister pointed out that the ‘Scheme for
Financial Assistance to States for Capital
Investment’ has been extremely well
received by the States. In accordance
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with the requests received during
her meetings with Chief Ministers
and State Finance Ministers, the
outlay for this scheme was enhanced
from Rs 10,000 crore to Rs 15,000
crore in 2021-22. For 2022-23, an
allocation of Rs 1 lakh crore (10
times the initial outlay of 2021-22)
has been made to assist the States
in catalysing overall investments in

the economy. These 50-year interest cpt
Combined

free loans are over and above the
normal borrowings allowed to the 48
States. The Union Budget also stated | .
that in 2022-23, in accordance with 5 1
the recommendations of the 15%
Finance Commission, States will be
allowed a fiscal deficit of 4.0% of
GSDP of which 0.5% will be tied to
power sector reforms.

The Budget secks to provide an equal treatment to
Central & State Government employees with an increased
tax deduction limit from 10% to 14% on the employer’s
contribution to the NPS (National Pension System) account
of the State Government employees. The Budget also
focuses on providing urban planning support to States.
For urban capacity building, the Central Government will
support States in implementing Modernisation of building

Average, in per cent

bylaws, Town Planning Schemes
(TPS), and Transit Oriented
Development (TOD). The Central
Government’s financial support for
mass transit projects and AMRUT
scheme will be leveraged for
formulation of action plans and their
implementation for facilitating TOD
and TPS by the States.

Among other key measures, a
new scheme, the Prime Minister’s
Development Initiative for North
East (PM-DevINE) was announced
to be launched with an initial
allocation of Rs 1,500 crore. The
Scheme will fund infrastructure,
in the spirit of PM GatiShakti, and
social development projects based
on felt needs of the northeast.

The Budget 2022-23 is a continuation of a series of
reforms, policies and measures that have strengthened
India’s federal system. The increased capital
expenditure on infrastructure will enhance economic
activity across the nation. Fiscal federalism, combined
with cooperative and competitive federalism will lead
India into the post-pandemic era of rapid and equitable
growth, improvement in the peoples’ ease of living and
environmental sustainability. a
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