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Fifeh 3T & 39 &

mm

e I WHR & T & [Fag & Fepn-adufas gge3ll & Hemar s J87 AFAT JAET H1 8 B
cfdex &1 &l #RA A dl Al Al & IR A6 ¢, S g8 ARG & AW g1 fdex a1 Sags,
IEHTT § Sf3 fare % fFeafda & Tadadr @ S fdarg #@&1 g1 saA8 €er gy dR W ST gl efaex
BN ST AT § T 99T @R H §, d9 dg 3 ATAHA TTAT HT §eT Sl §, olee geled HI ST HRA
THR ol gl Y AT &t 3791 S8 FT TITA AT ¢, dl dg ATHTTFd i TadFar ol ard dF Xl gl

GIEHUI-hATH Held: FRIFRT T §| AT SRS TEAH 81 FRIGR FEIEAT AT qrafAs gideeerdr
HATHT FHAG 1 gel 8, Rl HA #7 gl g1 Rea-ufdhe do SAer ar § & & frdr soeh &
HRITT FHEATT SR il &1 HAgh-clded ichdd &l dull & [T a6k # 3R §EAT g1 &1 Ig
ey 49 & far, FRER & far AR gk & 3ftFan &= § v e § 3@ d&e g1 ofiw §
S PRIER HEAT THY & fAU SR H F87 3T, 96 I FAR & AU & 3awar g1 Sage-cfaey o
SR H FATS & S & 3R HEAWT &1 F g gl H AT FHAThT bl HAhcTH AT AGaN | FANT T
39T IGATET BT §1 3Uh SR H $B SAhRAT THH a?mmé?fﬁ(fag?rﬂ%c_cr@rgl

A IFASE W 3T FHIS e gl S § ot a0 fhde & @l & ag 3nueh! Fd Har S
& fSieglel 98 fohdied WS 3gial I A Fhare off WAST| 8 Fehel & T 50 Feell & d1g 31T 3T Fheral &
o 7 o @il | Il 39 & I A§ FIAT FF TR & AT sgd FAgcaqor ¢ fb 3k @ 2 b e
1 foharal 7 B FEAIT F YA AT ST Fhd §, SAARIRAT H HATH & dGoll S Fhell &1 AT HAr
& 3 A% A gl & §3 3T A A% sufaw af § F s Fuel o e A fhae ar el
sfefay &Y Fehcll §1 @8 9gd 99 AR FAIAT § & 3ok ord I ol & AR A Wl guent e el
o FoArh A I ThAT S Fehel §1 R H 9UH $uell o 3T & HH Y& fhar o, 39 ETA &
TChH § FYIel B o T @ 8 3R A o) TRl S & are TR amgeh & SR F e g, ar
T I8 dT L quﬁluldﬁdldl%%ﬁﬁﬂﬁmwmﬁaﬁﬁﬁmmﬁlw
S #g3rr B35 3R R T W 8, FF B 3% dF @d N IAuA dF F Gorar TR B, R Q IF
& dR W FH A H asad A i Rod dF § Aa Jre, dn g goanst & @R Fa fr o
ﬁqgwGlTHctvdl%ﬁ?ﬁd(ﬁ-d(s%scqlqﬁmmglWﬁmmﬁmw
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Har3lt B AFT A G & & §, TH AT o o § TAEAst @ T gIAw & 3 WK FAS wan §
TNE-RE | AHTasd FRIER gl & Told Atanfores DTN F1 3727 787 T 37 8l

SRISTH ST FHAd STl HT FUAl §, deheller & SR MGG HA A FaAT ST Fehell g1 AT deholleh &
T SR fIFGd & 7T &1 I & ToId SR Fgd SA9H g 70 § AR FIAT 39S AT H §gT
RN g oS &1 FRIGR, AKREr i gfar F vew i FE A § 6 IR IJ9d Bl eure & 98 A
fod o, @ gAY & 319 & 3cue € 3R U & SR A S Ram A g1 T AeEn 3ud 9
STThIRET, 3MUH Sf3 A2 SR A 97 U 71T § 3R 3o I SRR SEAATT A @I g 3T Hageh
grd @ HIg o IR & [T FT 7SS F Hehell §, 3eleh IT®T TR THH TEI3HT AR Jamsit &1 3w
fear ST @odr &1 dATH FufEdr, RSN, JoTiide G 30 g Al SAHHRIRAT & o @i aigl € 9
&l @ R g1 ST §l $e¥ele W 3 HI FT S S Fehell TR & oIl AR doh-ad T Gl glall
qeT F 39 TR Fg e & o i F T 3R 319% 3@R FF ar der @lg §6d §, S gl 3ER
e w® &l

gAY @RT FiT AT AR @8 [} ¢, IE I A9 3T F 73 FRER & T Grerdr g1 AT Fae T8 §
fF I Fee e & a1 A &1 FT ST FRIGRT STEAATT THT &1 IS el 3MeaEd & I Ig &
o MR S oY FIoT Seqele W 8, 3HHN SRIGRT SEAAT FHT & gl SHP HRITR FEAATSA odd {H
aﬁ%,aaﬁﬁsﬁm%@wa%agaﬂ?a%mﬁlﬁwmaﬁ%ﬁsww
HufAar AT a1 fFEr Aef8d S & AT 37eRT FefeT & uloe il § 3 9Ra S Rerasier o &
fT 3o & @ 3767 BT &1 [T & ASTAT § S Flefed 9gd 3 &1 P HYeA IR 3R Seolted Hc
g, o 9% #3 5 i Al N T W AR F Al FEasi & FRER sEdAT § o7 Fiofer o 3reh
3T A LT &1 $HCV $H TS H TAWH IS HUTAAT P FAHTA HT FToId &l

Tl STl Y SleleT diSal T Nl o T SEIAT S Hehell §, SId HATAT &F & TIT HIS Flefel g1l FATAT
U WRAT THe H A & 3 Fhefed aIRA gled @fRU| 3HS Sracle & FAIFdl &l AU scalr
qET AR Tg AT TR 6 3qHT AR AT WSS & Fehel &1 S o dar AFT A Ao B, 3@H
3cUle 39 &1 81 Hehd &, TG o1 el g gt STl WIRV| SR 1 3T g & foh AT F gl F©
fer SIram| 39T FEAT S ST Fehdll §, TE IGHE el Bl & ATl Tfdex, hEgs iR sgreqaud
TgT W 3T 3R & Fada & fow g, 3mghr Fsar v & v g dF & I g1 3T o FIg IRE AdT
¢ IR T a9 d faeshel €1, ST 38 AR HIS Plefell Tl & YA AgT ¢
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PRIAT FAGTAN ¥ Agear arer EF 37 A= F
g1 g 35 9 § fF 3 arer A 7 3w
Hehe ¥ AfFa el o 3R ARaw
3reaeyr e & AT glet &1 fgem & dea
oraraft| gremifer &S i & 37efr off FgraANY &t
P ST § 3R ST AT W 3T g2f Fr
e W TS F ¥ AR 3T T@T gl AR
o gferar & 3a7 g oxit A enfAer g Imar &
fSegiet PRIAT Fr Taeeh & fAwfaa ax forar
¢ 3R & & A & Erepraor 7 AT Tl @ 81 HRA giaar & &S AT &l bl dr 3t o T @7
| 3T HIHT FhRIcHS Y&T I ¢ [ 3T TR A IR ol 3R rdfcgaedr i Al & fav e 3R
daraR (RET U3 gaAaee) R &4 Ffaa g W@ ¢l faa 73 aer Sar#Aor o af 2021-22 & soc &
?WWW?WW%H&‘&TW%W@QW&%WWM g9IR S TIT T el T
T FET g1 3TF ATY & AT RET FIE33AA (THANRUE) & TS T Telled Y fohar amr &, s &t arer
b HH L& FT M|

HRA & A TG AR HT IQAIT HT glAar # FehR fhar S @1 g1 g # 9er ey o aRiar d &
fHTOT & R A=Al HT A R FaraR S AR IR HRAT ed I Ggel HT FAGAT A Th ¢
X3Sl HRIAT T TGS Eehl AT 8 Sl & NS A I, AR AR 7S Tehollept HT 3gH
ST W &1 @ A 39 15 $T8AT IR A 37 S v ARFewh AT R ARTH TR FRARTT A &
fU oMty Td FARIR 1 AT Sl gl MY Td FaaR & Hfod dffgs Roed d #aRaT &1 &u=
AR 96 @7 ¢l faea sicfer d9er §oree (Ssed3medist) carmT St dfRges #Farar gadis (Tl
A S3FH- SHI3TS3S) 2020ﬁmmmwawmm@1ﬁ;&qu§ﬂm%3ﬂ?
AR o MY gard & 39l SEE &1 off g1 9Rd a¥ 2019 # 3 Faoieh H dderd 31X 2015 H s
U W AT Toel a¥ so@edl &1 v RO 7 o gfaar & v & I oo & srdegaeunit & Farar
& MUR W 5 ara §Hg # [Qiord fham o §, 37 dgd HRd & ey §6g & i 7 arfae fomar
AT &1 Tolldel Soltaered Ihar &1 Tg quifehtor HEAT3NT &1 IuTadr, H1SE SHRCFR, FRITN AR 3R
HAlld HEY & YR 9T fRar = gl
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HRT Teh G H oA dffgeh FamaR &7 # 3Ueiey giiel & dlell 427 §l 0 dfRas i & dgd
AR # FRISR AATAT, IATHRT, Tofeiiiaer AR FAled & ST FERAT, TWHR AT gerrasiierdr 3R
fearferamas I TFEar H gl FA H WA S Tehoohl H S GUR e 1 @1y &, 9Rd & Bioed
H¥egaEyT, W FRER H WA, AT BIE SRR (FeE3m), fael Haer S A & off o351 guw
fears e &1 FfIs-19 & fr Tareey AR Ud gasdl & AT 7 gou REd & wdr sffie e
g1 PRI P H TS e, ShaereTs 39aw0r, A% 3K AFesor Sl 98¢ s/ Hat &1 93 S 9e o@
aer 7 & 3curesT frar I 3R A € 3¢ gEy aeff @ ot S

AR o ARge FAaraR Faehieh A M ¢l §, 38 W QU gfAdr & 3eFET-hRISR Hr g g1 Si3gsns
& HROT fAffee G A AT AT AT T A Scdieehel A FUR 3R AlpRat # gefar # gergar
Ao &1 #RT & FaraR g @ AR, AT AR ol ol B a9 Fufaar 75 W & &
# AR 3T gfdsmsit & gHEar & W E R Ay & oA # 39 Y 3R FAACAT @ dgrar A &
fT sIRa 7 39at Fg & W §1 e 3 Riew, FHA digfRiwmar (wans) )3k ser wnfaferw @ aat
# eer 3R era &1 gerar ¢ & for anra 3R ufaem & sremar a5 9@ & gog & fav AT s
3eatAar &1 o Al Gar o @ &l

HATEH HH HUTHST Tollael TFallellol SSET ST TS & Hllae A Sefhar (W3ns), #AMT
dfetar, selferds, geteie 3 Rivw S & # 78 @iell 3R Iaue & AHS § 6Ra glaar # D &
91g g FeX W §| FEIA: UINS & 8T H HRA H a5 Hifd i saRd foadr a7 @ &1 WaR 3 @ g
T A%as &g Tl & A&T & AT 3T 9¢ @ gl TG H Hel 7 ¢ F &7 cu 7 AF odr At
F T FET| A IRUET FH ARG H TS H A5 AT Jomely & AT 57§ g e 1T § K s a9
HEIT & FHerel AR H TIR AT ST Th| I§ o1 Hgea ol & foh Hfds-19 o AT Td 3w Farict
& foT ey d ceheiichl fahE & #ged @ 3G9 AT &1 YU & HROT faffeeT deheliehr STl
IR J ST Y Al | AR A IIRT-ARIER, eT, Tz, ol AffAT 3R JdARea o &
gferar & dslt & fBfSieciieor g1 o/ 7| JAT-AT SRR Alse HHA 3T| 5489 W oS @8F e e o
THA, S AR 9RT IR & T FF & damR & 3mY dea & v ey 3R Jew (3mus)
& AfaY IEHAT W SAET €O & T ST ¢ ARG # ARTSE W T T AT ST & T hragr a
Y F I FT 0.7 BRI & @I gl Adfh IRUSST W WA AT TRC T SoRIT, GIatoT IR,
3ART, AT AR ST S &M HRT § g I3 §| ARG FH IR W FAAT @I @ § 3T 3T
ST FT ARSI FT FF g, FAdih JANF, sorad, D afgd [_Affe gt & a8 wrdfy 31f0 g1 safav
o # oy T AR @ fFET B g S F AT IRUSH W Fo MM @ & e @
AT #er SR Bl HS WY § sEH AT & v federy off sere gl Alser dHT # 4R A
ey 3R TaER F &aF F A &7 FT Qe {E dNT frae & &1 g7 37 99 W eI &1 @ R
FAR & Fr gfaemsit & Ty-ary Fifds-19 & FRT W A ARG wfaemsit fir A wIs, Y ud
AaraR H off AT AR 39N & g TR W Fd15 ¢ & folv HTAENEIR, ARSI 3R g@T
S MY FEAEr v AR A Ageaqul T g
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FRIAT & TR bl I TR el # MY T Farar Sl S JHTET ${fHS1 T g, 39 & A T FAd=R
s TR, F, 3T FRER afd ffte 8§ o REr & ARl @b o g # sma &
Az 37 sfear 3R &5 sf3ar fr ggareT a=xef 3R gor nfomfastar & @eat &t 1@ X grwam| e g
AR @ g 3 A A Faer off ean 3R HRAT 3e@-FRIaR dfgd [ 3rdfegawdr drHtiead g

Live

cGedicl
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aYeret Y TSTET & i e

ey, ( ass T9aR )

A §RA & d ¥ qd IARHT Togufd Selles 0 o FA-FAT WHAT g2 & Aol SErenie §- Tsguia
ug, 3R gfar &1 HEE THIGRTC GIECe USH, Il gdIse gI39| offthel YAl gReT & &G goT el @l al
376 @i g 7| T e, [ 50 @6 QU giar # @98 S wd §, 98 § €9 @ ¢ide] 3rhise, S
Ao #G #T 6 dG & Hicd fel N Gear & dg 378 ST foar =7 A7) $qH SleAles T & Iolld
ERA A 3T olAT-CaAT Al &, ToIdelT foh 3o1ehT glhal I gl

Afzar H gfaar § e & 9gd TR T & ¢, AT o IR e 7 3AH AR AdEe Gl
ST 98T AT T@T, 3T ARG IS GET g IET| Ugell IR TSl e &l FoAld A T & dG &
3h3¢ W UEGT ol e 3ledles ¢od o 34,000 ¥ SIET cdie fhu| It ag & Ut 3iadae 20 & 25
Tdie A @1 3 A AT A9 3 Feel GAdE T ¥ I & Mo o &, O gg 3 IR R
a7 IR W & ER & IRT 3N 37 T F AN dEE W gHS & v off 3HErEr 4 5§ W
faarg sga & a1 3% <faexX 33 A dg X fgar /= o)

gTelifeh, SId 3oTah 3ThI3C I sc [haT I1AT, a9 off 98 ARSI & Tseuia A Ig 919 AT ¢ & a9 d&
g6 I BR Iob | 3 AR o 3oTeh $H A3 & AT aAciiol & Teel & Hfaageig g1 fear ol
3 3o Tdle W fAarede a1 $THS HT el AT Y& I 6T A1l 380 F 3R Igl, FRIAT HshaAoT
& AT T of 370 $s cdic W Ig for@r o1 & cdic & feu v azg a@r «16r off & Iohd g

T Qe ST §, Afhed 3T 3Tl Th IR R A9 I FAT SR &, o HRA H FS HFISC B ol
megﬁamﬁmyﬁlﬁmﬁmaﬂt%maﬁmamﬁﬁﬁ
TeA3T & §1g WHR o I § 9gd AR IHEC T GRACH 96 el & [T Figl A7 Thaex F 3¢ Y& A
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g o fFaT, WX 91 H SRR #T JgTd X GAT| THR AT % & 9 T&dT @S 18, df efdey o Th
s forar, Torad I8 A At A9 3ffcafed & waaaar & IR f g e &ar ¥

AR FTH AT & & §9 &1 AR & a8 T & Ahal T HIRAY F dg7 & Tseufa g § B fr
o 7 s &ar ¥, 3R oRa #F AfHcafF H WA F AH R WHR & &a1a $1 R Tl Ted @i
2 AW v DU w9 oY ¥ ahr qAE A Aifgar A=t e & efdex @ ¢S o Aa et arelr
AT & T U €1 g8l el 3T a1 §, 36 & AwXd arelr off gielt, I emae 399 Samer of gl
S| dE & g AR S1dr § T Yhfoiar 3e@er & 30 & a1g @A) HA 3 1 A 96 TS §, A9 & Th
gRoT I8 o § 6 Averer AfRFAr & 3 F 91 ¥ gEoE aReey F awd off 9¢ 5 g1 Tg oY Er A1ar
¢ & 390 Ak w A Az & gt FufEar ania f 9t B Ged wWS F dFheT od @S T ¢
W Ig AR & GAT-TRIHR 3o faT FaA1h &1 dler o gl &1 38 o 3 sl afshar gl €, o9
It Y & IR F IR 90T &

TWHR HFATFT HT AT g@A e HT ISAET TR gooll Sioic! &, S Pl JA5 a1 w76l ol T6 TN ¢ fob oo
el Setele W UEdl ST Uk ST WA SAH S5 AT §, WU sEA g o ar A B Ued g
%ﬂ’fﬁwﬁa’ra’rm%aﬂ?ﬁaﬂ@«m:f'rsiuqamaﬂtgvrigrav‘\'{gﬁa’rgm% FIAR &7 g
dl el drelm 81 ¥ A "eAT Fdldl § foh AR JTSTel X 9eel T HH 3 ThR AT T & Hikel
o6t &1 3T T WY 3T ATETH Bl Ushdll §, foleleh SIRT AT 9T H HAlG X g1 oAfched Tg TEGT HIhr
Al o uscdhr g, Fife Sceic A% @i, FAfAafeda 3R dag-aus &1 IRAT 78, dfed amur 3R
HRITR & T AETH §| oI T ofd FAY eh Jd AT @A HT I o A ST Fohell 8, olfehed Th ga
& 91 3EINRT-SATIR &l Nehedl FHI AT gral

s R ek & td A Ol oW §S &l AIrel ASA g arel o FufAar € S AR HfFcaF H
IS B FHar s Rarg & 81 oo o gay # gl & e o Rewe Alsd mslgaﬂ%,m
HRISRT & gART fFcAfFd Hr ST & AR-3Tae 3 30 g1 $qh @Y & Ig a@1 oolarg Alsd g,
forae e dorgelt & off § 3R ArIg T g ek A A Nl TRt H o § AR B oG A | sEA
frdY & rafaurer ot f@ Toar § 3R 9saar Y, ghera o Iy &1 ¥ 0y ol € oo &v o &
WAR fhdl-A-fhdr e & AT F FHr s & @ar g, offched d hAT Th ¢ & IF0T H 8T gl
AT 3¢ QU g ¥ 9 H =T o §o1a A7 § 3R A sd@fov &3 9 gA 399 99 3FAg o Jiy
g 1 g AS e FUfT A &, AfheT AT g A 3 el it & 9 @ @9 9
WFN & 37 919 T HIT 38T RE THST of, 3AaT 4T H HolT gl
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Failing system?
Ex-CJI Ranjan Gogoi’s remarks starkly underline the need for judicial reforms

TOI Editorials

Rajya Sabha member and former Chief Justice of India Ranjan Gogoi’s souring appraisal of the judiciary
portrays an institution failing to fulfil individual and national economic aspirations. Of course, Gogoi
himself could be seen as part of the problem: His hasty acceptance of a RS seat within months of
demitting office hadn’t helped the judiciary’s cause, raising worries about judicial independence being
compromised. Nevertheless, there can be no quarrel with Gogoi’s basic thrust on the need for judicial
reforms.

His view of a “ramshackle” judiciary and that people going to court regret their decision does no credit to
either the government or judges like him who have overseen the country’s judicial administration.
Judicial reforms remain caught in a limbo, amid decades of power struggle between government and
Supreme Court over judicial appointments. The present condition — where four vacancies in SC and 419
openings in high courts remain unfilled amid differences of opinion and procedural wrangles - highlights
the rot.

Meanwhile Covid-19 has struck judicial functioning too, as the pandemic has set courts back by a few
years in mitigating backlogs. National Judicial Data Grid reveals 3.8 crore pending cases in lower courts,
with the last one year itself aggravating pendency burden by nearly 50 lakh cases. 57 lakh matters are
pending in HCs. Appointing more judges, streamlining civil and criminal procedures that are delaying
case disposal, embracing technology, and ensuring greater synergy between courts, police, government
departments and lawyers are a few necessary reforms.

While most judges strive to whittle down the backlog of years past, select SC and HC judges and
bureaucrats must be delegated at central and state levels to finalise judicial/ legal reforms and oversee
implementation. The archaic judicial infrastructure is a significant deterrent in wooing global investors to
India. Despite clocking 63rd position in World Bank’s ease of doing business report, India ranked a
dismal 163rd in one of its most critical parameters: enforcement of contracts. On the criminal justice side,
low conviction rates in sexual offences and large percentage (70%) of undertrial prisoners in the jail
population infringe upon fundamental rights. Untangling such a vast ecosystem including laws,
institutions, individuals and vested interests may be hard, but a beginning must be made. Now that
difficult reforms in areas like agriculture, banking and disinvestment are underway, vitalise the justice
system too.
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‘Ramshackled!’ Fix the judiciary

ET Editorials

Pedants might take objection to former Chief Justice Ranjan Gogoi’s neologism, ‘ramshackled’, but it is
more useful to focus on the substance of the problem he has highlighted.The context in which he termed
Indian judiciary ‘ramshackled’ might offer some comfort to those who might wish to dismiss Justice
Gogoi’s indictment of the judiciary as self-serving — he was offering an explanation as to why he would
not sue Trinamool Congress MP Mahua Moitra for her stinging criticism of his conduct as Chief Justice.But
that does not take away from the reality of crushing pendency of cases: 3.75 crore at the district level, 56
lakh at the level of the high courts, and around 70,000 in the Supreme Court.

Pendency of cases (43% of those at the high court level are more than five years old, and 22% more than
10 years old) is a gross indicator of dysfunctionality in the legal system.There are more specific ones,
especially relating to failure of the judiciary to protect citizens’ right to liberty. There continues to be
huge dissonance between the high bar the Supreme Court applies to substantiate a charge of sedition — a
couple of men shouting Khalistan Zindabad and Raj Karega Khalsa in the wake of Indira Gandhi’s
assassination did not commit sedition, as there was no incitement to proximate, causally linked violence
— and the risible ease with which lower courts are provoked to frame charges of sedition against
dissenters.Iron ore mining in Goa has ground to a halt for more than 1,000 days on account of missing
legal clarity on the validity of mining leases, in the absence of a verdict on the matter by the Supreme
Court.The former CJI is spot on when he says a functional judiciary is a necessary condition for attaining a
$5 trillion economy.

In 2019, Parliament increased the number of Supreme Court judges to 33. But appointments have been
tardy. Court management matters, besides the number of judges. The judiciary must take the lead to raise
efficiency, drawing lessons from those high courts that have cut their pendency significantly.
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A Partisan federalism

Finance Commission dips into states’ share for Centre’s expenditure, makes system
more discretionary

Haseeb A Drabu, [The writer is the former finance minister of Jammu and Kashmir |

g 425008 RSN ﬁ/?';- e . In the fireworks of the Union budget, little attention
B - ruij ,4‘4«“ o [ 5 240 5

ity [ R e L 3 ﬁ;ﬂ hgs been .paid to the.re.‘commendation of the
:24;5 ‘; ,‘/ﬁ/ =t __m._, )A W Fifteenth Finance Commission (XVFC). The report
L & o 260854 36T e was laid before the Parliament and the finance

W*m autas; minister announced the acceptance of its

recommendation of retaining the share of states in
central taxes at 42 per cent. She also stated that on
its recommendation revenue deficit grants of Rs 1.18
lakh crore to the states have been provided for in the
budget.
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To its credit, by retaining the existing share of states
in taxes, the XVFC has been principled and
pragmatic. It has done so despite serious prodding by the Centre (through the terms of reference) to
revise it downwards. Having said that, though, there is much more to a finance commission report than
the vertical distribution.

Some of the recommendations, and even the obiter dicta, have far-reaching implications on government
finances, both of the Centre and the states. Which is why it is strange that in an otherwise trendsetting
transparent budget, the recommendations of the XVFC have been obfuscated. Sample this from the
budget documents: “Keeping in view the extant strategic requirements for national defence in a global
context, XVFC has, in its approach, recalibrated the relative shares of the Union and the states in gross
revenues receipts.”

As it turns out, “recalibration” is actually a 1 per cent reduction in the grants to states, which enables the
Union to set aside resources for special funding on defence. The states have been made to pay Rs 7,000
crore to “bridge [the] Centre’s gap between projected budgetary requirements and budget allocation for
defence and internal security defence” — an expenditure that the Centre is obliged to fund.

For the first time, a finance commission has carved out resources meant for distributable statutory grants
and dipped into the states’ revenue share, as against the tax share, in order to finance the Centre’s
exclusive expenditure obligation. What has been done is not in line with the system envisaged in the
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Constitution. The Constitution is very clear on the charge of revenues collected: The first charge on taxes
collected is devolution and statutory commitments, not the Centre’s expenditure.

While the amount is just about 0.5 per cent of the total transfers of Rs 14 lakh crore to the states, it is
really the thin edge of the wedge that will eventually put the fiscal federal system under systemic strain.

In operational terms, too, this move is a significant departure. So far, the Centre has been used to pre-
empting resources from the kitty to be distributed among the states but only to finance expenditures in
areas earmarked for states. This was done through the centrally-sponsored schemes, but at least the
states’ money was being used in the states, even if on a discretionary rather than a criteria basis. Now,
with this move of earmarking and financing of funds for sectors, it is the states’ money that is being used
to finance the Centre’s expenditure. This is certainly not cooperative federalism.

If anything, it is heading towards partisan federalism. Consider the issue of horizontal distribution. The
criteria used by successive finance commissions for devolving taxes across states have always been
linked to need — based on equity, tempered by efficiency. The XVFC has moved the balance sharply:
From 92.5 per cent of funds to a state being devolved based on need and equity, the XVFC has reduced
these two components to 75 per cent. The remaining 25 per cent are to be devolved on considerations of
efficiency and performance. This is the lowest weightage for equity, making the XVFC transfers
potentially the least progressive ever.

Apart from these issues arising from what the XVFC has done, there are equally severe problems arising
out of what it has not done. While the report is comprehensive in diagnosing and understanding the
issues, it has made no effort to prescribe solutions. Far from it, it has not even made any serious effort to
review the existing scheme of transfers in light of the changed federal landscape. For instance, the
existing criteria have evolved in, and for, a production-based tax system. The XVFC should have
reformulated the distributional criteria for a consumption-based tax system. The structural change from
production to consumption will make a significant difference to inter se distribution as well as the need,
nature and distribution of equalising grants.

Instead, what does the report offer? It merely notes: “Such structural issues may be required to be
identified and readjustment may be done to minimise the fiscal and economic impact of GST.” Who is to
identify these structural issues? And who is to make the readjustment? The only institution that is
constitutionally empowered to do it and ideally positioned to take a technically correct and operationally
practical view is the Finance Commission. By rolling the can down the road, the XVFC has abdicated its
responsibility.

This is the same manner in which the revenue deficit grants have been carried forward. Ideally, the “gap-
filling” approach should have been redesigned in light of the compensation law providing a minimum-
guaranteed revenue of 14 per cent to every state. The result of not doing so is that the total grants,
statutory and non-statutory, account for almost 55 per cent of the total transfers — up from less than 50
per cent in recent years. The share of tax devolution in aggregate transfers has dropped to 45 per cent,
making the system more discretionary.

To conclude, the XVFC'’s substantive award is status quoist, its design is regressive even though its obiter
dicta is reformist. In not being aligned with the new landscape of federalism, it is like a red herring
prospectus, which contains most of the information pertaining to the operations, but does not address
the key issues.
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