State ministers indicate tax reforms by 2010
Finance ministers of a dozen Indian states say their study of other countries' tax harmonization systems validates India's ongoing plans for tax reform, to be completed in 2010.

Dr Asim Dasgupta, chair of the Empowered Committee of Finance Ministers of all Indian states and Union Territories, told TOI the group's six-day visit to Brazil and the UK to study the implementation of a single Goods and Services Tax (GST) across India, "has been a confirmation of what we were thinking".

The ministerial Committee's apparent self-satisfaction with plans for a GST on April 1, 2010, stand in stark contrast to the recent warning issued by FICCI that a single tax system may not be appropriate for India. Last week, FICCI said a unified tax to be administered by the Centre, with the states sharing the revenue, was a distant dream but the states may not like to forgo their constitutional taxing powers.

Dasgupta, who also wears the hat of West Bengal's finance minister, said the Committee's discussions with British tax officials and ministers underlined the genuine worth of Indian tax reforms. "Indian tax rates are very low compared to many countries in the European Union," he said, pointing out that the UK's current Value-Added Tax (VAT) was set at 17.5 per cent and Germany's was 25 per cent.

"We are in the midst of tax reform and we've gone a long way," Dasgupta said, adding that "much of what we have heard and seen in Brazil and India indicates we are on the right path".

The Committee's travels, half-way round the world, were prompted by the urge to study federal Brazil's experiments with VAT. Brazil was the first country to introduce VAT in the 1960s. The UK is currently trying to integrate its VAT system with the EU. Dasgupta said the UK's struggles to harmonise tax systems within the EU "are genuine" and worth noting.

Dr A.K.Walia, finance minister of the National Capital Territory (NCT), said the Committee's discussions in Sao Paolo, Rio de Janeiro and Brasilia on how best to introduce a single tax were very useful. But in a reiteration of Committee chairman Dasgupta's views, he insisted, "our discussions showed that the system we've adopted is already quite good".

The Committee has already had discussions with Paul Gray, chairman of Britain's Revenue and Customs department and Richard Brown, head of International Indirect Tax at the British Treasury.

The Committee said disparate finance ministers were also exploring a portfolio of ideas on attracting inward investment in various sectors in their states.
