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The multi-layered federal structure in India has a complex system of intergovernmental fiscal 

transfers. These are guided by several institutions and have manifestations in a labyrinth of 

fiscal flows. This paper focuses only on the Centre-State fiscal linkages. Several concerns 

regarding these fiscal transfers, raised time and again, have become more enduring in recent 

times. These transfers have become less formulaic and more discretionary.  As a 

consequence, the share of Central Plan and Centrally Sponsored Schemes (CSS) in the Gross 

Budgetary Support (GBS) has gone up over the years at the cost of the assistance for State 

plans. The matching requirement for CSS also impinges upon the limited own source of 

funds of the States. In addition, a large part of the flows, in recent times, are society transfers 

which bypass State treasury. The proliferation of CSS over the plan cycles has been a 

common feature over the plan periods. Attempts at restricting such schemes by weeding, 

merging and transfer of schemes to the States around the commencement of every new plan 

have become more ritualistic. Major flagship schemes, though small in number, constitute a 

large part of the CSS expenditure. Most of these schemes are within the domain of social 

sector and have implications for centralisation of social sector policies. Thus, State planning 

processes get compromised on many crucial issues which remain State subjects. 

It is in this context, this paper makes an attempt to decipher the changing trend and pattern of 

Centre-State fiscal transfers in India. The paper is organised in the following manner. Apart 

from this introductory note, there are three sections in the paper. The second section discusses 

the changing trend and pattern of Centre-State fiscal transfers in India. The subsequent 

section indicates how these changes might have influenced the growing centralisation of 

social sector expenditure in the country. In the last section, final observations are made. 
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