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Within the wider theme of the conference “Invest and Invent Tomorrow” we need to look at how fiscal systems can 

provide incentives for promoting investments. While one objective of tax regimes is to attract investment, the other 

objective is to address the challenges posed by tax havens and aggressive tax planning practices that reduce national 

income. Research by International Organizations like the OECD has shown that multinational enterprises are 

attracted by tax systems that are stable and predictable, and which are administered in an efficient and transparent 

manner. Governments need to carefully balance their tax policies for improving tax transparency, raising revenue 

and providing tax incentives. The systems for taxation should be flexible and dynamic to ensure that they keep pace 

with technological and commercial developments. Governments also have to ensure that the over-all tax mix is 

designed in a manner that will enhance the competitiveness of their national economy. Ensuring the right mix is 

important because growth effects of collecting revenue from different sources can be very different.   

 

Globalization has integrated national economies in a manner that no country can design its tax policy in isolation. 

Changes in the overall level of business taxation in one country will impact the level of activity and revenue in 

others. Multinational companies are becoming more responsive to differences in the competitiveness of national tax 

systems. Global tax issues e.g. territoriality; transfer pricing; tax havens; retrospective operation of laws; spillovers 

and tax competition are increasingly attracting the attention of policy makers. The number of tax havens for 

example has risen from 25 in the 1970s to around 72 today. According to Global Financial Integrity Report, crime, 

corruption and tax evasion drive $1 trillion out of developing countries every year. Business establishments are using 

structures and new technologies to limit the need for a physical presence within a tax jurisdiction. The boundaries of 

tax avoidance and aggressive tax planning are being redefined around the globe and increased media scrutiny has 

meant growing public concern about companies paying little or no tax in a country despite doing substantial 

business there. Brazil and China have enacted new transfer pricing legislation. Transfer pricing adjustments in India 

have increased from US$ 200 million in 2004-5 to US$ 10 billion in 2011-12.  

 

National governments need to ensure a systematic resolution to tax disputes in order to instill confidence in the 

regime and avoid issues escalating and becoming an impediment to global development. The Indian government has 

recently enacted retrospective amendments to effectively reverse the recent Supreme Court decision  favoring the 

taxpayer and apply the amendments from Assessment Year on re-opening computations and further  limited there 

by a recent administrative instruction to cases which have not been assessed before 1 April 2012 or which have 

been subjected to a reassessment notice before that date. 

 

International organizations and forums such as the OECD, G20 and the World Bank have expressed the need for a 

balancing act between securing competitiveness together with the ability to accommodate changing business 

practices and ensuring stability in the tax system. They have also stressed upon the importance of emerging 

economies to ensure that their tax laws and administration are in sync with international norms. The rise of the 

digital economy and e-commerce presents challenges to the traditional modes of taxation. The Lough Earne 

Declaration, Ottawa taxation framework, and efforts by the G8 and OECD respectively aim at minimizing tax evasion 

together with improving international cooperation for sharing information related to tax. The IMF, OECD, UN and 

World Bank recommendations for creating a more effective tax system and particularly assisting developing 

countries to improve their tax administration are major international initiatives. The task of International 

Organizations in ensuring tax convergence is not an easy one as tax regimes of various countries have a number of 

differences related to details of corporate taxation eg: investment tax credits, depreciation allowances, classic vs. 

integrated systems, etc. As emerging economies like China, Brazil and India  come to play a greater role in the global 

economic scenario,  tax norms advanced by the OECD are being increasingly contested. For developing a more 



harmonious global tax regime, developing countries need to be given a greater say in formulating the rules of the 

game.  


