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LONDON: Britain is to review airport
retail sales after some businesses were
found to be pocketing about half of tax
savings meant for passengers, rather
than passing on the discount, the gov-
ernment said yesterday. Most retailers
at British airports, who include WH
Smith and Dixons Carphone, ask pas-
sengers to show boarding cards when
paying for goods, typically citing securi-
ty as the reason. A newspaper reported
in August, however, that some use the
information to avoid paying 20 percent

value-added tax (VAT) on goods headed
outside the European Union.

The report prompted a backlash
from consumers, with many refusing to
show their boarding cards to retailers.
Announcing the review yesterday, the
government said in a statement that
some airport retailers were keeping up
to an estimated 50 pence of every
pound of potential sales tax savings,
instead of passing them on to con-
sumers. “VAT relief at airports is intend-
ed to cut prices for those travellers - not

be a windfall gain for shops,” British
finance minister George Osborne said in
the statement.

Many people could be paying over
the odds for their purchases because
the tax concession was not passed on,
he said.  “This is simply unacceptable.” A
spokesman for WH Smith said it would
cooperate fully with the review. The
company also said over half of its airport
sales comprising items like newspapers,
books and sandwiches, did not attract
VAT. “The limited benefit that we obtain

in our other product categories, where
customers travel outside of the EU only,
is reflected in our single pricing policy
for all customers, which overall provides
better value,” a spokesman said. Dixons
Carphone said it had no further com-
ment to add.

The review, which will be conduct-
ed by Britain’s tax agency and will
report in early 2016, will consider ways
to ensure prices reflect VAT savings, as
well as savings on duty, the govern-
ment said. — Reuters

JAKARTA: Southeast Asian nations officially
launched an EU-inspired economic bloc yes-
terday aimed at boosting the region’s trad-
ing clout and attracting more investment,
but analysts said a true single market was still
a long way off.

The ten-member Association of
Southeast Asian Nations (ASEAN) hailed the
project as a “milestone” in combining the
economic force of a resource-rich and grow-
ing market of more than 600 million people. 

The vision for the ASEAN Economic
Community (AEC) is a single market with a
free flow of goods, capital and skilled labor,
which should help the region compete with
the likes of China for foreign investment.  The
new bloc “will contribute significantly to the
region’s growth and create developmental
opportunities for all,” said Vivian
Balakrishnan, the foreign minister of ASEAN
member Singapore.

But experts say such an idea is difficult, if
not impossible, to achieve in a region
marked by extremes in development levels,
democratisation, and institutional capability. 

The official launch of the AEC has no prac-

tical effect, and diplomats have said ASEAN-
regularly criticized for a lack of concrete
achievements-was keen not to miss its own
deadline of 2015, set several years ago.
Research group Capital Economics said in a
note the establishment of the AEC was “no
game changer”, and it was likely to fall short
in tackling major challenges such as reducing
non-tariff barriers and improving infrastruc-
ture.

“ASEAN, with its tradition of non-interfer-
ence into the affairs of member countries, an
absence of penalties for non-compliance,
and a lack of a powerful central bureaucracy,
is ill-equipped to tackle these obstacles,” it
said.

John Pang, a senior fellow at Singapore’s
S Rajaratnam School of International Studies,
said there would be only “slow and incre-
mental progress” in integrating the
economies of Southeast Asia. “The AEC will
not be raising the curtain on any radical
change,” he wrote in a commentary.

Diplomats have conceded the single mar-
ket vision is many years away, but insist the
project will help change mindsets and pro-

vide momentum.
ASEAN leaders signed a declaration to

establish the AEC at the group’s annual sum-
mit in November but there was no official
ceremony on Thursday to mark the new
bloc’s establishment.

Southeast Asia has already made
progress on lower-hanging fruit like cutting
tariffs and removing other hurdles such as
clashing customs systems but significant
non-tariff and other barriers remain. ASEAN
includes wealthy Singapore, one of the
world’s most developed countries, oil-rich
Brunei, developing states such as Malaysia,
Indonesia, Thailand, the Philippines and
Vietnam, and poorer nations like Cambodia,
Laos and Myanmar.

Its members range from free-wheeling to
controlled democracies, communist-ruled
states and an absolute Islamic monarchy.
Although ASEAN’s plans were inspired by the
developed single market of the 28-member
European Union, officials insist they want to
pursue integration in a way suitable to the
region’s circumstances, and have ruled out a
common currency. — AFP

PHNOM PENH: A Cambodian woman pushes her bicycle loaded with baskets for sales at a market in Phnom Penh yester-
day.  Southeast Asian nations officially launched an EU-inspired economic bloc yesterday aimed at boosting the region’s
trading clout and attracting more investment, but analysts said a true single market was still a long way off. — AFP 
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India to tighten rules 
for credit cooperatives 

to protect investors
NEW DELHI: India will crack down on errant financial firms that
raise funds, mainly from millions of rural poor customers, through
loosely regulated credit cooperative societies, a senior official in the
agriculture ministry said. This follows a Reuters investigation that
revealed an expansion in fund-raising by embattled conglomerate
Sahara India Pariwar using four credit cooperatives in different
parts of the country.

Reuters spoke to dozens of savers who said Sahara had not giv-
en them their money when their deposits matured. Instead, they
complained, Sahara’s agents and branch officials tried to persuade
them to switch their matured savings deposits to new schemes
offered through credit cooperatives run by Sahara.

Sahara has not responded to requests for comment by Reuters.
The federal government plans to penalize cooperatives that fail

to repay investors when deposits come due or engage in other vio-
lations of regulations, a senior official from the Ministry of
Agriculture’s credit cooperatives division told Reuters.

The official, who has direct knowledge of the matter, did not
want to be named as he was not authorised to speak to the media.
Agriculture Minister Radha Mohan Singh and Secretary Siraj
Hussain, the top bureaucrats in the ministry, did not immediately
respond to emails seeking comment.

One measure under discussion is to either have an independent
regulator supervise credit cooperatives or bring them under the
purview of an existing regulator, such as the Securities and
Exchange Board of India, which oversees India’s stock markets, the
official said.

Credit cooperatives are widely used by the rural poor. A lack of
banking services in India - nearly two-fifths of its 1.27 billion people
have no bank accounts - has helped shadow banks such as the
credit cooperatives thrive for decades in Asia’s third-largest econo-
my.

“The idea is to make it more stringent by giving more teeth so
that we are able to effectively protect investors’ interest,” the coop-
eratives division official said. “Various suggestions have been made
and the top brass is very serious about this.”

CENTRAL BANK REGULATION
Under Indian law, credit cooperatives must be owned by their

members, who are also the main customers. Cooperatives operat-
ing across state lines are registered not with the central bank, but
with the cooperatives division of the Ministry of Agriculture. Multi-
state credit cooperatives would be better regulated under India’s
central bank, the Reserve Bank of India (RBI), said Bindu Ananth,
head of the IFMR Finance Foundation, a non-profit group that seeks
to broaden access to financial services.

“It’s an anomaly that you have a class of deposit-taking institu-
tions that is outside the ambit of the RBI,” Ananth said. The pro-
posed regulatory changes from the credit cooperatives division in
the farm ministry would come after Prime Minister Narendra Modi
launched an ambitious project to widen banking services in India
called the Jan Dhan Yojana, or People’s Wealth Scheme. Since
August of last year, it has opened 200 million new bank accounts.

The program seeks to curb the use of cash, limit corruption and
rein in the informal, and often illegal, shadow banking activities
conducted by some firms mostly in rural areas.

Sahara founder Subrata Roy, whose business empire includes
hotels such as the New York Plaza and a Formula 1 racing team, has
spent the last 21 months in jail for not complying with a Supreme
Court order to return $5.4 billion to investors who put money in a
2008-11 time deposit plan. The markets regulator SEBI said it was
illegal because it did not conform to India’s market disclosure
requirements. — Reuters
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