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Foreword

It is, indeed, very heartening that the Fiscal Policy Analysis Cell (FPAC), the first of its kind to be set up by any REFORM State in the country, has been zealously pursuing the objectives for which it was established.

By uniting in one central unit, information on the economic situation, expenditure planning and management and the operation of the tax system, the FPAC is required to provide superior analysis of the functioning of the current and alternative fiscal systems. This brings discipline to the budget formulation process, largely due to its ability to present detailed information on the implications of current revenue and expenditure policies and to analyze the likely effects of different policy alternatives. Such information will enable the Finance Department to have fiscal projections that are based on in-depth analysis of current trends.

In fact, we have gone a step further and set up, in mid-2005 itself, the Centre for Fiscal Studies (CFS). It was inaugurated on 16-08-2005 by the Hon’ble Finance Minister, Government of Jharkhand in the presence of Mr. George Deikun, Director, USAID/India. The CFS, which comprises the FPAC and the Debt and Investment Management Cell (DIMC), has been conceived of as an overarching institution for multiple functions contributing to macroeconomic and fiscal enquiries and analyses. It is expected to suggest to the Finance Department specific measures for mid-stream corrections as well as policy changes that require a long-term perspective.

This requires qualified and experienced persons to handle the job. Being a new state, finding such persons within the government was not an easy task. But, by deciding to have resource persons drawn from the academia, retired government officials etc, as suggested by the REFORM Project team, a solution was found. The experiment has been successful. The CFS has 14 resource persons who are currently working on six topics while five working papers have already been submitted to the state government.

These five papers relate to different aspects of tax and revenue analysis. The first working paper on Estimation of Tax Expenditure In Jharkhand by Dr. Ramakant Agrawal estimates the loss of revenue incurred by the Government of Jharkhand on account of reduction in the  rate of sales tax on ten specific commodities since the creation of the new state and also projects the estimated loss in the FY 2005-06. It also projects the tax expenditure in FY 2005-06 on account of abolition of turnover tax since July 2004. The second paper on Realistic Revenue Forecasts for Jharkhand by Dr. Ranjana Srivastava develops a methodology for realistic revenue forecasting in Jharkhand and it estimates the revenue for the next five years. This study also compares the fiscal position of Jharkhand with that of the Centre and with other states in order to emphasize the need for coordinated fiscal correction. Forecasts for commercial taxes revenue and total tax revenue have been obtained using regression techniques. The third study by Dr. S. P. Mishra on Elasticity and Buoyancy of Sales Tax in Jharkhand estimates buoyancy of sales tax with reference to gross state domestic product (GSDP) of Jharkhand by using the regression approach. The fourth study is on the Impact of The New Excise Policy of The State and Ways and Means of Boosting Revenues In The Medium Term by Messrs. Niranjan Prasad Srivastava and Bihari Prasad. It analyses the impact of the new excise policy  and its ramifications on  the key-indicators including impact on the hereditary licensees, turn-out of the bidders, pattern of biddings at auction, settlement of shops, consumption of liquor, net collection of excise revenues , collection of sales tax and on the consumers. The fifth paper by Dr (Mrs.) Ranjana Srivastava and Ms. Sweta Kumari studies the Impact of Reduction of Land Registration Rates on Revenue Generation In Jharkhand. It analyses the revenue impact of the state government’s reform measure to reduce the rates of stamp duty and registration fee on various types of instruments relating to land from an average of 17% to 5% of the consideration amount. 

It has been decided to publish these five working papers in one volume. It is expected that these papers will disseminate valuable information on the related issues and will be found useful not only by the government functionaries but also by the scholars and the public in general.
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