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Amaresh Bagchi: Public Finance 
Economist Par Excellence

M Govinda Rao

A tribute to Amaresh Bagchi, 
a discussion of his academic 
career, his many interests in 
public finance and federalism, 
and an outline of his important 
contributions in policy 
formulation by a friend and 
colleague of many years

A pall of gloom descended on the  
 National Institute of Public Finance  
 and Policy (NIPFP) family in New  

Delhi when its members arrived at the 
institute on the morning of Wednesday, 
February 20. “Amaresh-da”, the man who 
everyone had seen for years was no more. 
There was disbelief, for they had seen him 
the day before. Little did they know that 
the man they admired had battled blood 
cancer for 12 years. He finally succumbed 
to it last month. Only a few knew of his 
battle, for he wanted to battle it alone. 

Amaresh-da was a part of NIPFP for 
almost 28 years, and director for 10 of 
those years. The teacher, who many a 
youngster could walk to with his problems, 
will not be there to patiently listen and 
find solutions. Many young scholars from 
the institute and outside had spent hours 
learning the nuances of public finance 
data and discussing some theo retical or 
conceptual issue relating to tax policy, 
public choice, fiscal federalism or inter-
governmental transfers. The NIPFP library 
was going to miss a regular visitor, who 
with his quest for knowledge could put 
many a youngster to shame. He looked at 
every new book that the library acquired, 
searched for papers to read and goaded 
others to read the good ones. 

The pre-eminent scholar in applied 
public finance in India, Amaresh Bagchi, 
had an enthusiasm to learn and under-
stand that was matched by few. He was 

knowledgeable but unpretentious and 
modest, and willing to change his views if 
convinced and, of course, convincing him 
was not easy. Over the years his radical 
views moderated and he could see many 
of the controls and regulations that were 
intended to protect the disadvantaged had 
actually ended up harming them. He 
travelled long in the ideological highway 
and yet never embraced the market 
without moderation. While he agreed 
that the government’s benevolent role 
could not be taken for granted, he was not 
willing to go as far as to denounce the 
government as malevolent. Naturally, he 
was the bridge between the left and the 
right and was equally at home with schol-
ars across the ideological spectrum. 

Outstanding Scholar

Amaresh Bagchi was a man immensely 
liked and respected by the public finance 
community. He was humility personified; 
he was humble and yet upright, generous 
in sharing, passionate in his views but 
open to change with the times, and simple 
to the core but sophisticated in thinking. It 
is difficult to think of another person like 
him. In his passing away, the public 
finance profession has lost an outstanding 
scholar, who analysed fiscal matters with 
his feet firmly on the ground, who always 
kept the interest of the poor and common-
ers at the back of his mind, and who 
recommended policies keeping in view 
the administrative constraints and reali-
ties. With his passing we have lost one of 
the votaries of change who served the 
cause of tax reform in the country in the 
last few decades with distinction. 

Amaresh-da’s academic career followed 
an unusual path. He was born in Malda in 
West Bengal in August 1930, studied in 
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Presidency College what was then Calcutta 
and after his master’s degree joined 
government service as an officer in 
revenue administration in the income tax 
(IT) department. The 15 years he spent in 
the IT department was to be his strength 
in his subsequent academic career. While 
in service, he pursued some of high profile 
cases including those of prominent politi-
cians from eastern India with unmatched 
tenacity, and he walked miles and miles to 
collect evidence facing not only inconven-
ience but also threats (see D N Ghosh, 
‘Amaresh Bagchi: A Tribute’, EPW, March 1). 

Passion for Public Finance

As time went by, Amaresh-da found the 
work of the IT department too narrow for 
his liking and the academician in him 
woke up to pursuits in policy research. After 
a year at Centre for Economic Studies in 
Presidency College as a senior fellow, he 
returned to Delhi to complete his PhD on 
the ‘Concept of Income in Taxation’ at the 
Jawaharlal Nehru University. This is still 
perhaps one of the finest works on the 
subject and in fact, only last year Raja 
Chelliah had suggested that he revisit the 
area and write a book on the history of 
income taxation, a task he took up but 
remained incomplete. When he was first 
appointed in the revenue and banking 
department of the finance ministry in the 
mid-1970s, it was Manmohan Singh who 
got him to work in the department of 
economic affairs where at that time and 
again in the mid-1980s he had the oppor-
tunity to work with persons of rare intel-
lect including Manmohan Singh himself, 
Bimal Jalan, Montek Singh Ahluwalia and 
Shankar Acharya.

Amaresh Bagchi’s first love was public 
finance. Raja Chelliah fondly recalls his 
association with Amaresh-da since 1975 
when he took up the ambitious task of 
building the think tank. Amaresh-da’s 
involve ment with the institution began 
from the time it was conceived. It did not 
require much persuasion for him to join 
the institute as its RBI chair professor in 
1980, a position he occupied for two years 
before rejoining the ministry. He returned 
to the institute as its director in 1985, 
which he served with distinction until 
February 1995. Thereafter, he was the 
emeritus professor, the elder statesman at 

NIPFP, and this gave him time to focus on 
research, interact with youngsters and do 
more policy work for the government. 

As a member of the Eleventh Finance 
Commission, he was unhappy with the 
approach the commission took and parti-
cularly the way it dealt with the additional 
term of reference given to it in the wake of 
protestations on the recommendations by 
the then chief minister of Andhra Pradesh. 
He wrote a note of dissent highlighting the 
inappropriate design of the incentive-
linked transfer scheme the commission 
recommended. 

At the time of his death he was still 
engaged in serious research as a member 
of the commission on centre-state 
relations. He had put in efforts to complete 
the questionnaire of the commission, 
which he gave personally to some of his 
colleagues at NIPFP with the express 
command that we should find time to 
comment on it. His inquisitiveness, zeal, 
willingness and capacity to learn new 
things were as passionate and intense 
when he passed away as they were 30 years 
ago when I first met. 

Work on Taxation

Amaresh-da covered a vast canvass in his 
public finance research. His initial work 
was on taxation of income, but he later 
branched off into property taxation, value 
added taxation, and fiscal federalism and 
decentralisation. The experience of tax 
administration in the IT department in the 
early part of his career gave him signifi-
cant advantage to undertake policy rele-
vant research in income taxation. 
Although he wrote a number of important 
articles on income taxation, the per-
fectionist in him did not allow him to 
publish all he wrote including his doctoral 
thesis, which is a masterly work and is 
a   must-read for any student working in 
the area. 

A lot of research Amaresh-da undertook 
in the initial years was for various commit-
tees and commissions he served. Mention 
must be made of the early work on 
presumptive taxation in agriculture for 
the K N Raj Committee on taxation of agri-
culture in the early 1970s, which he served 
as an adviser. He probed the subject even 
after submitting the report and wrote a 
well researched article on agricultural 

holdings tax. His work for the Commit-
tee    on Fiscal Policy for Employment 
Gene ration chaired by V M Dandekar was 
equally impressive. The most im portant 
con tribution by him was on value added 
tax. The Expert Group on the Reform of 
Domestic Trade Taxes in India in 1994-95, 
of which he was the con venor,  provided a 
clear exposition of the pro blems of prevail-
ing sales tax systems and explored reform 
options including alternative approaches 
to phasing out the contentious central 
sales tax. In the Tax Reforms Committee 
of 1991-92, he was one member Raja 
Chelliah relied on heavily. 

The study on property taxation in West 
Bengal in 1983 in which he examined the 
alternatives of rental value and capital 
value systems for determining the base 
remains an important reference volume 
for students and practitioners of munici-
pal finance. The study on tax administra-
tion he undertook in collaboration with 
Richard Bird and Arindam Das-Gupta was 
also an important contribution in this 
much neglected area. 

Although tax system reform was his 
first love, he branched off into many other 
areas. The paper Amaresh-da wrote with 
Pulin Nayak, ‘A Survey of Public Finance 
and the Planning Process: Indian Experi-
ence’, for the International Seminar in 
Public Economics (ISPE) in 1990 which 
was published in the volume he edited 
with Nick Stern is a classic treatment of 
the subject that is much referred to. 

Interest in Federalism

In the latter part of his career, Amaresh-da 
developed a keen interest in fiscal feder-
alism and intergovernmental finance and 
approached the subject from the perspec-
tive of theory rather than politics. His 
liking for the subject started with a review 
article he wrote on the two books by the 
Australian scholar, Russel Mathews in the 
Indian Economic Review. In subsequent 
years he went into the issue and my associ-
ation with him took deep roots with the 
passage of time due to the common love 
we had for the subject. Indeed, Amaresh-da 
championed the cause of states’ fiscal 
autonomy, was against imposition of 
conditionalities and therefore detested the 
proliferation of schemes which either 
constrained the states’ fiscal freedom or 
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bypassed the states altogether in the 
centre’s keenness to claim ownership of 
various schemes. For the same reason, he 
was against stipulating uniform tax rates 
in the state VAT and preferred that the 
Empowered Committee should agree on 
uniform floor rates which would enable 
individual states’ flexibility.

Kale Lecture

The most important contribution of  
Amaresh-da in intergovernmental finance 
was the Kale Memorial lecture, ‘Fifty Years 
of Fiscal Federalism in India: An Appraisal’, 
which he delivered at the Gokhale Insti-
tute of Politics and Economics in Pune in 
2001. In that lecture he lamented the over-
centralisation in economic policies and 
the attempt by the centre to intrude into 
areas legitimately belonging to the states, 
the failure to establish a common market 
and the inability to prevent segmentation 
through fiscal and regulatory actions by 
both the centre and the states, the faulty 
design of the transfer system and the 
resulting perverse incentives and the 

inability of the centre to rein in sub national 
deficits and debt to ensure a hard budget 
constraint. 

He had harsh words in the Kale lecture 
to say about the proliferation of central 
schemes. He pleaded for clarity in func-
tions and adherence to the division in the 
Constitution, strengthening local govern-
ments, the need to have a fresh look at the 
tax assignments, access by sub-national 
governments to broader tax bases and 
above all, a rethinking of the role of plan-
ning. On the transfer system, he wanted 
the multiplicity of transfer handles to go 
and restoration of the role of the finance 
commission as envisaged in the Constitu-
tion. He liked to quote the expressions 
that I used often to characterise the short-
comings of finance commissions, “the 
tyranny of the base year” and “fiscal 
dentistry”. Concluding the lecture, he 
stated, “For the federal structure to be sta-
ble and flexible, attention of both experts 
and wider public is imperative all the time. 
I shall feel rewarded if this talk helps to 
stimulate a wider debate on the issues of 

federalism, and not merely fiscal federal-
ism in India”.

Concern about Teaching

Amaresh-da was very much concerned 
about the quality of teaching and research 
in public finance. He often complained 
about the deterioration in academic stand-
ards and politicisation of institutions of ex-
cellence, including the one he loved the 
most, Presidency College. When the NIPFP 
initiated the four-week refresher training 
programme for university teachers, he was 
pleased and enthusiastically participated 
in teaching. He readily responded to the 
invitations to teach students at the Centre 
for Development Studies, Thiruvanantha-
puram, and the Indira Gandhi Institute of 
Development Research, Mumbai. He often 
lamen ted that West Bengal, with so many 
eminent economists, did not give much at-
tention to the study of government finance. 
He was particularly unhappy that the fiscal 
health of West Bengal was in bad shape 
and wanted Asim Dasgupta, an eminent 
economist and the finance minister to do 
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much more to remedy the situation. There 
was fru stration, for he wanted the state to 
do well. 

Amaresh-da’s most important contribu-
tion to students is Readings in Public 
Finance, the book he edited in 2005. This 
is a fascinating compilation of some of the 
most important contributions on public 
goods, public choice theory, theoretical 
and policy issues in taxation, macroeco-
nomic linkages of fiscal policy and fiscal 
federalism. The gem in the entire collec-
tion is surely the concluding essay he 
wrote on the book he admired, Public  
Finance and Public Choice: Two Contrasting 
Visions of the State, which recorded a 
week-long symposium between two giants 
in public finance, Richard Musgrave 
and    James Buchanan. The symposium 
reviewed 50 years of developments in pub-
lic finance. The former still believed in the 
benevolent state and the latter believed 

that special interest groups can make the 
state malevolent. Amaresh Bagchi’s essay 
in the readings succinctly captures his 
admiration for the two giants in public 
finance and must be savoured by students 
and experts alike. 

In building the NIPFP, Amaresh Bagchi’s 
contributions have been immense. Raja 
Chelliah counted on him for support and 
he got it in immense measure in the forma-
tive years. The 10 years he guided the 
institution as its director firmly placed the 
institution as a major think tank. He 
encouraged collaboration with other insti-
tutions, notably with the Indian Statistical 
Institute and Delhi School of Economics. 

Amaresh-da edited some important 
books such as Tax Policy and Planning in 
Developing Countries, State Finances in 
India, the Report of the Ninth Finance Com-
mission: Before and After and the Readings 
in Public Finance (referred to above). 

He wrote extensively in Economic 
and    Political Weekly on virtually every 
fiscal development in the last 40 years. 
He was   close to Krishna Raj, the late 
editor of this journal, and would readily 
accede to his requests for papers on 
con temporary fiscal policy issues and 
often obliged him   with editorials. The 
romance with EPW continued after 
Krishna Raj and went   on until the very 
end. On several occasions, he would 
discuss with us the editorials he   was 
writing to get our views on these 
subjects. 

We will all miss Amaresh-da. And, 
for    me, his advice and guidance in 
managing the affairs of NIPFP have 
been   invaluable. He leaves behind a 
large community of friends who will 
miss    him and his writings. Without 
Amaresh-da, we feel truly diminished in 
the world.


