
he recent Union Budget indi-
cated a swing in the framework 
of  intergovernmental fiscal rela-
tions from cooperative federal-
ism to competitive federalism. 
The FM announced the signifi-
cance of  competitive federalism 

to achieve optimum ‘total factor productiv-
ity’ by initiating structural reforms on all 
the factors of  production—land, labour, 
capital and investment—by urging states 
to do heavy lifting on these reforms. 

This is in addition to the budget’s empha-
sis on capital expenditure—in the sense 
that high fiscal deficit and debt is closely 
tied to strengthening capital formation at 
the Central and state levels, and to reduce 
the ‘output gaps’. This also includes trans-
fers to the states of  around ̀ 1 lakh crore for 
capital infrastructure investment. 

Cooperative federalism primarily works 
through intergovernmental tax transfers, 
which is unconditional in nature. In India, 
the transfer is designed on a scientific for-
mula. The criterions incorporated are pop-
ulation, income distance, area, climate 
change, demographic transition and tax ef-
fort. The transfers happen through the Fi-
nance Commission, a constitutional body. 

Bihar and Andhra Pradesh asked for a 
special category status based on socio-eco-
nomic backwardness, propensity to natu-
ral calamities and a constrained fiscal 
space. however, given the available fiscal 
space, it will be difficult for the government 
to fulfil their demand. It can also create a 
bandwagon effect—others including Odis-
ha might strengthen their demand for such 
a status too. There was a shadow of  these 
concerns in the budget. 

how to solve this, given the coalition poli-
tics on board? Ideally, the 16th Finance Com-
mission can tackle the issue by increasing 
the level of  tax transfers from the existing 
41 percent. According to the subsidiarity 
principle, the best decisions are taken at the 
level of  government closest to people. As per 
Schedule 7 of  the Constitution, significant 
functions are assigned at the subnational 
level, while dynamic taxes are with the Cen-
tre. This creates vertical and horizontal im-
balances in the intergovernmental fiscal 
mechanism. hence, institutions like Fi-
nance Commission are constitutionally 
mandated to look into these imbalances. 

Given the tremendous shrinkage in the 
divisible tax pool due to a disproportionate 
increase in cess and surcharge, I urge the 
16th Finance Commission to increase the 
magnitude of  devolution to approximately 

50 percent, as any downward revision can 
be akin to ‘fiscal waterboarding’. 

There is debate about efficiency versus 
equity in the criterions used in intergovern-
mental fiscal relations. The states that have 
controlled their populations and material-
ised economic growth are getting penalised, 
as significant weightage is given to ‘equity’ 
related criterions. The states have increased 
their bargaining on these counts. 

The debt-deficit dynamics

At the state level, the dynamics of  debt and 
deficit has been re-articulated and the fis-
cal deficit needs to be maintained at 3.5 per-
cent of  GDP. Above the 3 percent deficit 
threshold, extra borrowing is allowed up to 
0.5 percent cent if  the states engage in pow-
er sector reforms. As per Section 4 of  the 
Fiscal Responsibility and Budget Manage-
ment Act, the general government debt 
cannot be over 60 percent cent of  GDP with 
the states’ public debt at 20 percent. 

Given the post-pandemic revenue uncer-
tainties and polycrisis in the form of  
mounting global inflation, energy crisis, 
climate change, supply-side disruptions, 
war and other geopolitical uncertainties, 

the Centre and states have been engaging 
in ‘hidden debt’ in the form of  off-budget 
borrowings through public sector entities. 
India is yet to construct time series data on 
public sector borrowing requirement to 
capture these hidden debt components. 

The golden fiscal rule is to have zero rev-
enue deficit. In this budget, the revenue 
deficit has been reduced from 2.5 percent in 
2023-24 to 1.8 percent in 2024-25. The high 
revenue deficit gives the indication that 
there was no drastic cut in public spending, 
given that revenue receipts were buoyant. 

Towards competitive federalism 
Albert Breton, a Canadian economist, has 
written extensively on competitive federal-
ism. he narrates the importance of  ‘bench-
marking’ a jurisdiction or province to incen-
tivise other units to emulate. however, these 
mechanisms of  benchmarking in a competi-
tive federalism framework can be nebulous 
in an emerging nation like India. Bench-
marking a few states with preferential sup-
port can also widen the fissures in the al-
ready-acrimonious Centre-State relations. 
The arbitrary fiscal announcements for 
some states in the budget can only be a sec-
ond best principle in tackling their expendi-
ture needs. It is beyond the purview of  the 
budget to address the expenditure needs of  
states and tax transfer devolution. 

The political economy of  Budget 2024-25 
is compelling. A re-articulation of  fiscal 
rules in terms of  threshold ratios is crucial 
to keep the fiscal policy accommodative, 
given the constraints of  the Reserve Bank 
in the growth recovery process. 

As states are urged to do the heavy lifting 
in terms of  capex on infrastructure and 
strengthening all factors of  production, un-
conditional fiscal transfers can best sup-
port the states’ fiscal space. Conditional 
support through line ministries in the form 
of  centrally-sponsored schemes can affect 
the fiscal autonomy of  the states and the 
flexibility of  finances at the subnational 
level of  government. So any transition in 
intergovernmental fiscal transfers towards 
more unconditional transfers through an 
objective formula would be welcome.

(Views are personal)
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Libraries are a cornerstone of democracy—
where information is free and equally available 
to everyone. People tend to take that for granted

IndIan ExPrEss Is not an  
Industry. It Is a mIssIon.

— Ramnath Goenka

he saga of  the Indian Army’s 
response to Pakistani intru-
sions in the Kargil sector in 
1999 has now reached the sta-
tus of  folklore. The heroes of  
the battles of  Tololing, Khalu-
bar, Tiger hill and many more 

deserve their place under the sun and so 
do their families. The 25th anniversary 
of  the Kargil Vijay Diwas—observed on 
July 26—is an occasion on which more 
can be told. There was so much happen-
ing at that time in so many other sec-
tors—some of  these relatively unknown 
facts deserve airing, too.

Besides Kargil, the Pakistani deep state 
had launched active operations of  an in-
tense kind—employing terrorists and 
even regular forces—in the adjoining Val-
ley and Jammu regions. On Kargil’s flank, 
in the Turtuk area near Siachen glacier 
was Point 5770, more foreboding than any. 
Today, it stands renamed Navdeep Top af-
ter a relatively unsung hero who had 
scaled the peak with a handful of  Rajputs 
to kill and evict a Pakistani section.

It should be recalled that while carry-
ing out operations in Kargil, General 
Parvez Musharraf ’s strategy was two-
fold. First was the intent of  cutting off  
the Srinagar-Leh highway to starve La-
dakh, and in consequence, force the vaca-
tion of  Siachen glacier by the Indian Ar-
my—a pipe dream. The secondary or 
alternative aim was to disturb the coun-
ter-terror grid in Kashmir from where 
India would need to find troops to respond 
to Kargil intrusions. In addition, it was to 
motivate the J&K people to rise against 
the Indian government and thus weaken 
India’s hold over the region. A potential 
public revolt was always a Pakistani ob-
session. It has been abortively tried sev-
eral times with Operation Gulmarg in 
1947-48 and Operation Gibraltar in 1965.

The 15 Corps, the Army’s formation 
that oversaw the security of  Kashmir 
and Ladakh in 1999, had an onerous re-
sponsibility. It was accountable for the 
LoC in Kashmir and Ladakh, as also in-
ternal security related to countering ter-
rorism . Simultaneously, it also had 
Kargil, Siachen glacier and eastern La-
dakh to look after—a very tall order to be 
responsible for so many active fronts.

Pakistan-sponsored terrorism was at its 
peak. The Valley was flush with troops, 
although the Rashtriya Rifles (RR), the 
Army’s counter-terrorism mainstay, had 
just 36 units, 27 less than the 63 that exist 
today. As many as five mechanised infan-
try units and one armoured regiment mi-
nus their main equipment were deployed 
in South Kashmir. They de-inducted im-

mediately once the Kargil operations com-
menced. Infiltration was one of  the major 
threats and despite all efforts to counter, 
there were regular leakages across the 
LoC helping swell the number of  terror-
ists. More invariably came in than those 
who got killed in the operations within.

I held charge of  the operations, intel-
ligence and training domains of  South 
Kashmir, which included the highly tur-
bulent districts of  Anantnag, Pulwama 
and Badgam. My headquarters was at 
Avantipur. We were fired upon every oth-
er day despite active patrolling along the 
periphery. On the very day I took charge,  
there were four areas where firefights 
were ongoing with terror groups. The 
remnants of  the Afghan mercenaries 
still existed with some groups. Just four 

years before this, Al Firan had kidnapped 
five tourists and beheaded one of  them 
in the Pahalgam area. The separatists 
were hugely emboldened because India 
treated them with kid gloves.

As the seriousness of  the Pakistan in-
trusions dawned, a brigade from the 
Sindh Valley was detached to move to 
Kargil and an RR sector from Kulgam 
took its place. This was the beginning of  
the movement of  troops in different di-
rections, with the mechanised units mov-
ing out too. As it became clear that a full 
division size force would move to Kargil, 
the 8th Mountain Division from Shari-
fabad (North Kashmir) commenced 
preparations even as some of  its units 
started to precede it in moving to Dras. 
however, in its wake, it left huge voids 

that took time to fill, almost like Jammu 
today. Before we could raise and deploy 
Kilo Force, it was my formation (Victor 
Force) that took over the Valley.

At this juncture, a major change oc-
curred. A new headquarters called hQ 
Overall Force Commander was estab-
lished to take away counter-terrorism 
responsibility from the overburdened 
hQ 15 Corps, which concentrated on the 
LoC in the Valley and Kargil.

In J&K, it’s a folly to think one can di-
vide and demarcate such responsibility 
on a functional basis for perpetuity. Only 
one authority has to hold charge. My hQ 
at Avantipur looked after the Valley’s 
dangerously cascading terrorist environ-
ment with nine sectors of  RR under com-
mand (recommended is three), forcing 
me to spend over two hours every evening 
to only take reports on the day’s events. 
In a day, I was controlling 11-12 simulta-
neous firefights.

To up the ante in Kashmir and keep 
our attention divided, Pakistan employed 
two strategies. First, it activated the ar-
eas vacated by the 8th Mountain Division 
that Victor Force was plugging with tem-
porary deployments. In handwara, Lolab 
and the Nutnas areas, it infiltrated its 
regular special service group officers 
with some experienced terrorists, who 
took no time in getting down to seeking 
contact with our troops and contesting 
them. It does sound familiar with what 
we are witnessing in Jammu.

The second was the commencement of  
a series of  sneak intrusions into army 
and police camps by suicide attackers, by 
deception or perimeter entry, ready to 
fight unto death. An initial paralysis had 
to be overcome by the typical grit of  the 
army and JK police. Camp and convoy 
security had to be ramped up, as also pro-
tection to minorities and migrant  
workers who worked on construction 
projects besides the long winding ammu-
nition convoys that moved to Kargil 
through our area of  responsibility. To its 
credit, the  Victor Force did not witness 
the destruction of  even a single ammuni-
tion truck despite 110 hume pipe cross-
ings in a road stretch.

I can recall situations almost similar to 
the ones being experienced in Jammu to-
day that are causing so much concern. No 
doubt it is worrisome, but a recall of  the 
worst times in the Valley will tell you that 
we have seen much of  this and worse. Rak-
ing our memory will deliver lessons long 
forgotten. Nothing new happens in these 
areas—it’s always a revisit of  the past.  

(Views are personal)
(atahasnain@gmail.com)
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Jammu today

Lt Gen Syed AtA  
HASnAin (Retd)

Former Commander, Srinagar-based 15 Corps
and Chancellor, Central University of Kashmir

The budget urges states to raise capex 
and initiate structural reforms on 
land, labour, capital and investment. 
Given this and the smaller divisible 
tax pool, the Arvind Panagariya-led 
16th Finance Commission should 
increase the level of devolution from 
41% to about 50%; lowering it would 
be akin to ‘fiscal waterboarding’

On the 25th Kargil Victory Day, it’s worth taking a wider  
view of the 1999 war. Pakistan’s terror strategies in  

Jammu today are similar to what we saw then

SoUrav roy

LekHA 
CHAkRAboRty

Professor, NIPFP, Delhi and governing 
board member, International Institute 
of Public Finance, Munich

Skilling scheme
Ref: Good start on job creation but more steps 
are needed (Jul 29).  It  is a good initiative 
to start an apprenticeship scheme in private 
and public enterprises. It’s true that many 
engineers who pass out of engineering 
colleges do not have the right aptitude for the 
profession. By introducing such internships, 
students will  get exposure to industries 
and have a feel of the field before they get 
absorbed as permanent employees.
Sreenivasan Raman, Bengaluru

Number pressure
The incentive scheme to provide jobs has too 
many holes. Even a top corporate firm may 
have around 5,000 women. Now for the sake of 
accommodating 2,000 apprentices, the firm may 
have to retrench 2,000 experienced workers.   
A G Rajmohan, Anantapur

Iconic Bhaker
Ref: Karma, Bhagavad Gita and the legend 
of Manu Bhaker (Jul 29). The bronze medal 
secured by ace shooter Manu Bhaker has 
provided the perfect start for India’s quest to 
glory at the Paris Olympic Games. Manu has 
become the first Indian woman shooter to have 
secured a medal at the Olympics, which makes 
the victory even sweeter. Manu has emerged as 
the new role model for the youth. 
B Suresh Kumar, Coimbatore

Nixing middlemen
Ref: Reclaiming God’s name to protect 
against fake teachers (Jul 29). The writer 
has succinctly cited several instances in our 
puranas on how god’s name alone can protect 
us. The article explains why we do not need 
middlemen to reach god. 
Sanath Kumar T S, Thrissur

Lanka’s win 
Ref: Historic Asia Cup win for SL women (Jul 29). 
History was created in Dambulla International 
Stadium as Sri  Lanka defeated a deflated 
India in the Women’s Asia Cup final. It  was 
a scintillating batting display from skipper 
Chamari and Harshitha. It was a deserving win 
given they toiled for it. It  was a disappointing 
performance from the Indian women as their 
fielding was quite sloppy and catching very poor.
Dileep D Anand, Karuvatta 

Fiesty Didi
West Bengal CM Mamata Banerjee has made a 
name for herself for being a difficult person to 
deal with. She had always been at loggerheads 
with the former governor. Her relationship 
with the incumbent one is not any more 
laudable. She is not on the same page with 
the INDI Alliance either. At the same time, she 
often crosses swords with the Centre. 
A Kasu, Nemmara
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SHOOTERS GIVE  
INDIA HOPE FOR BEST 

HAUL AT OLYMPICS

A
FTeR the twin disappointments of  Rio de Janeiro and 
Tokyo, Paris is turning out to be a much-needed shot 
in the arm for sport shooting in India. The contingent 
promised a lot for the 2016 and 2021 Games, but re-
turned empty-handed. This time, in the quaint little 

town of  Chateauroux some 250 km from Paris, Manu Bhak-
er, one of  those vilified after the Tokyo Games, ended India’s 
12-year medal drought in the sport at the Olympics. her 
bronze in the women’s 10 m air pistol event came as a balm. 
It’s not just Manu, but the entire shooting contingent seems 
to have learned from earlier missteps and upped its game. 
Bhaker is already in another final—the mixed 10 m air pistol 
event. Ramita Jindal and Arjun Babuta too advanced to the 
finals of  their individual events on Monday, with Arjun fin-
ishing just outside the medals’ podium. Manu will be the 
most decorated female Indian athlete at the Olympics if  she 
manages to win another medal—in the mixed event where 
she and Sarabjot Singh would be shooting for bronze.

With more than half  the events to go, this is the kind of  
performance the shooters needed. In such a precision 
sport—where a decimal point could be the difference be-
tween a podium place or watching on from the sidelines—
every little bit helps. And that includes watching your col-
leagues, friends and compatriots find success in the shooting 
range. This sort of  start is a far cry from what transpired at 
the previous two Games, when shooters were not even close 
to making it to the finals.

From a wider point of  view, it’s important for India to do 
well in shooting if  the nation wants to get into double-digits 
on the medals tally. It’s the one multiple-medal sport where 
they have world-class talent across categories. Considering 
that the National Rifle Association of  India also came in for 
significant criticism after the last two Games, some credit 
must go to them as they have seemingly corrected course, at 
least for these Games. With other contenders yet to shoot, 
including Sift Kaur Samra, shooting may again be in the 
news for the right reasons. The tone is set and it’s up to the 
others to follow. Indian athletes have had a great start in their 
quest to return with the best ever Olympic medal haul.

MAJHI BUDGET PRAGMATIC, 
BUT JOBS CHALLENGE STAYS

O
DIShA Chief  Minister Mohan Charan Majhi’s first 
budget, tabled last week, must have come in one of  
the shortest spans in governance in recent memory. 
The BJP government officially took charge on June 
12 and was straightaway expected to deliver a full 

budget—a daunting task. Budget preparation is a continu-
ous exercise, but the change in government necessitated 
that the first budget of  Majhi, who dons the role of  finance 
minister too, was aligned with the party’s vision for the state 
and fulfilled the promises made to the people who powered 
it to dislodge the Naveen Patnaik government. The enormity 
of  expectations notwithstanding, Majhi had to deliver.

With an outlay of  `2.63 lakh crore, 15 percent bigger  
than the previous one, the budget thus was on the expected 
lines. Some of  the major announcements included a higher 
support price for paddy at ̀ 3,100 a quintal entailing a provi-
sion of  ̀ 5,000 crore, ̀ 10,000 crore under Subhadra Yojana to 
provide `50,000 cash vouchers to adult women, and corpus 
funds for promoting and protecting the Jagannath temple 
and ‘Odia asmita’. Key social segments such as farmers, 
women and tribal communities were given due importance. 
And over 40 popular schemes of  the previous government 
were continued under new names, with a bit of  tweaking in 
the structures that invited the opposition’s taunts. On bal-
ance, Majhi has been pragmatic.

The government has devoted an impressive 22 percent of  
the 2024-25 budget to infrastructure development. The health 
sector saw a 32 percent jump in allocation and the farm sec-
tor a similarly healthy 37 percent increase in outlay. Skill 
development and tourism received attention. Majhi’s focus 
has been on capital expenditure, which has grown from 
`66,910 crore last year to ̀ 81,436 crore. With new schemes on 
the anvil, programme budget has been raised substantially 
to ̀ 1.55 lakh crore, up about 24 percent. With earnings from 
mining likely to grow further, this state government seems 
surefooted in the face of  huge challenges ahead. Promises 
such as filling up 1.5 lakh vacant government posts and cre-
ating 3.5 lakh new jobs through mega industrial ventures 
will require much more financial heft and planning. The 
Majhi government has started well, but with a strong opposi-
tion at its throat, its fiscal management will be tested. 

Q U I C K  TA K E

FOREx wORRIES FOR FAMILIES

The rupee closed on Monday at 83.7275 against the  
dollar after hitting an all-time low of  83.74 earlier in the 
day. The Indian currency has depreciated more than a 

quarter over a decade. The government and the Reserve 
Bank have been seized of  the situation throughout. But if  
the rupee slips further right now, it would upset the financial 
calculations of  the thousands of  families that are preparing 
to send their children abroad for higher studies in the  
coming weeks. It would be helpful if  the government and 
RBI could pull out all stops to hold the rate as steady as pos-
sible till the end of  September. 
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