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  Raja Chelliah returned to India from the IMF in 1975 at Finance Minister C Subramaniam’s urging, “to apply his knowledge and experience to the design, architecture, engineering and management aspects of fiscal policies” (Govinda Rao) and set up the National Institute of Public Finance and Policy (NIPFP) in 1976. NIPFP has ever since been central to remodeling of Indian public finances. Its faculty have served most Finance Commissions. He founded the Madras School of Economics (MSE).in his seventies.

  He is the father of Indian tax reforms, conceptualizing a tax reform framework and participating in the early years of its implementation. He held many positions with distinction in government. Dr Manmohan Singh in 1991 appointed him as Chairman of the Tax Reforms Committee (TRC), and as Member the Commission on Financial Sector Reforms (chaired by Narasimham). Their reports were seminal in ushering dramatic changes to India’s tax system.
   As Member and Advisor to Finance Commissions, he changed the way central taxes and outright grants were divided between states.   This short book is a collection of his three articles on the political economy of poverty eradication in India, reforms of federal fiscal relations and a Note on the recommendations of the task force on direct taxes. He saw poverty reduction as requiring these public finance interventions and would probably have expanded the book to connect the 3 themes if he had lived longer. Dr D K Srivatsava, his colleague at NIPFP and then at the MSE, in an excellent introduction, does connect these themes and in the  context of Dr Chelliah’s life work. He describes the book as Dr Chelliah’s “expression of an incomplete journey where…. India continues to co-exist with sprawling regions of abject poverty”. 
   Dr Chelliah recognized that the reformation of the chaotic Indian tax system was fundamental to achieving social goals. He argued that what was needed was a set of policies that were scientific and research based, that would reconstruct the mechanism for sharing central taxes with state governments and the basis of central grants to states. The ultimate goal was transformative but changes to reach goal would have to be incremental. However it was necessary to define a long term framework. His vision illumines the tax system as it has developed in India over the last 20 years. In indirect taxation, the plethora of state sales taxes, with varying rates, central sales tax, myriad rates of excise and customs duties, is now ready to move by 2011 to a national goods and services tax. This called for delicate negotiations at which he was skilled, with state governments, and he handed over this continuing task to Ashim Dasgupta. His vision of a national market without differential taxes is about to be realized. 

       His ideas have led to direct taxes becoming the major part of tax revenues, (it was earlier, customs and excise duties), making the tax system less regressive. Tax revenues to GDP have shot up as the number of tax slabs and tax rates for both personal and corporate income taxes were reduced. Tax compliance has improved.  
    For true fiscal federalism in India he was for shifting to a normative approach instead of traditional filling of gaps in state revenues. His aim was to improve the states’ tax collection efforts and efficiency of their spending, recognizing development deficiencies. His basic principles in tax sharing were adequacy, autonomy, fiscal discipline and equity. The 80th amendment to the Constitution, replacing the sharing of each central tax with a global sharing of all taxes with the states, embodies his vision. 
   His abhorrence of excessive borrowing by governments whether from domestic or foreign sources, led to the enactment of fiscal responsibility and budget management legislation by most states and the Centre. With U Shankar he also proposed a comprehensive set of taxes to improve the environment by reducing pollution, yet to be implemented. 
  Chelliah’s principal concern was to reduce poverty. He was willing to sacrifice some growth if it could make a major impact on reducing poverty. He saw population control with family planning, plus universal education, as essential for poverty reduction. He describes in detail, experiences of non-governmental organizations in Bihar that have successfully brought about development in this way though the rest of the state showed dismal performance.

  This is a book for anyone interested in the thinking behind modern Indian public finance, of which Dr Chelliah was truly the father. (732) 
