
EU-Mercosur trade pact 
supporters push for deal 

Jazeera Airways connects to India 
with daily flights to Hyderabad

Driverless, electric future just 
round the corner for urban cars2218 21

MEXICO CITY: Negotiations in Mexico to update
NAFTA have not made much progress on tough
US demands that could sink the 1994 trade pact,
but the current round of talks are progressing with
civility, some participants said on Saturday.

Officials from the United States, Canada and
Mexico are meeting in Mexico City for the fifth of
seven planned rounds to update the North
American Free Trade Agreement, from which US
President Donald Trump has threatened to with-
draw. Time is running short to seal a deal by the
deadline of end-March 2018. Officials say next
year’s Mexican presidential election means talks
after that date will not be possible.

The US administration has made demands that
the other members say are unacceptable, such as a
five-year “sunset” clause and tightening so-called

rules of origin to boost the North American con-
tent of autos. “It is very slow moving but there are
no fireworks,” said a Canadian source with knowl-
edge of the talks, adding there had “not been much
conversation at all” on the more contentious US
proposals. Within hours of the latest round of talks
formally starting on Friday, Canada was complain-
ing about inflexibility by the United States. Officials
have so far discussed other issues such as labor,
gender, intellectual property, energy and telecom-
munications but it is too soon to say whether there
will be any breakthroughs this round, added a
source familiar with the talks.

“The work is moving forward,” Mexican deputy
economy minister Juan Carlos Baker told reporters,
adding that the three countries had prioritized
technical work in Mexico City.

But he said negotiators were aware that much
work lay ahead and “we have to double our
efforts.” “The atmosphere is good, the atmosphere
is one of work,” Baker added.

The mood was calmer than the tense scenes
during last month’s round in Arlington, Virginia,
where tough US demands were revealed. Still, the
negotiations have passed the halfway point of an
initial schedule with few clear signs of process.

Mexican officials hope chapters on telecommu-
nications and e-commerce will be concluded by the
end of business on Tuesday, but there has been no
indication of this yet. Although negotiators are
scheduled to discuss rules of origin every day, the
source said detailed talks on boosting North
American content would not be held before the end
of the round on Tuesday. Canada and Mexico say

the new rules of origin are unworkable and would
damage the highly-integrated auto industry. “I hope
the United States understands there are things ...
that Mexico won’t accept, and (I hope) the negoti-
ating process becomes more rational,” Moises
Kalach, head of the international negotiating arm of
Mexico’s CCE business lobby, told Reuters.

On Friday, the US Trade Representative’s office
revised its official objectives to conform to its cur-
rent demands. The move prompted US Senator
Ron Wyden, the top Democrat on the Senate
Finance Committee, to remove a “hold” he had put
in place to block confirmation of two Trump
administration nominees for deputy USTR posi-
tions, a Wyden aide said. Wyden had complained
the trade office was keeping members of Congress
“in the dark”.  — Reuters
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(Back row, left to right): Mexican President Carlos Salinas de Gortari, US President George H W Bush, and Canadian Prime Minister Brian Mulroney, at the ini-
tialing of the draft North American Free Trade Agreement in October 1992. In front are Mexican Secretary of Commerce and Industrial Development Jaime Serra
Puche, United States Trade Representative Carla Hills, and Canadian Minister of International Trade Michael Wilson.

BRUSSELS: They have revolutionized the way
we live, but are US tech giants the new robber
barons of the 21st century, banking billions in
profit while short-changing the public by paying
only a pittance in tax? With public coffers still
strained years after the worst of the debt crisis,
EU leaders have agreed to tackle the question,
spurred on by French President Emmanuel
Macron who has slammed the likes of Google,
Facebook and Apple as the “freeloaders of the
modern world”.

As recently as March, five of the world’s top
10 valued companies were Silicon Valley behe-
moths: Apple, Google’s Alphabet, Microsoft,
Amazon and Facebook. (Germany’s SAP was
Europe’s biggest and 56th on the global list).

But tax rules today are designed for yester-
day’s economy when US multinationals-such as
General Motors, IBM or McDonald’s-entered
countries loudly, with new factories, jobs and
more taxes for the taking. These firms had what
tax specialists call “permanent establishment”,
when companies showed a clear physical pres-
ence measured and taxed through tangible, real
world assets.  But today in most EU nations, the
US tech titans exist almost exclusively in the vir-
tual world, their services piped through apps to
smart phones and tablets from designers and
data servers oceans away. Ghost-like, Silicon

Valley has turned Europe’s economies upside
down, but often with just a skeleton staff and
some office space in markets with millions of
users or customers.

Nation-less
According to EU law, to operate across

Europe, multinationals have almost total liberty
to choose a home country of their choosing. Not
surprisingly, they choose small, low tax nations
such as Ireland, the Netherlands or Luxembourg.
Thus, it is through Ireland that Facebook draws
its wealth from millions of accounts across
Europe. There are 33 million accounts in France
and 31 million in Germany, according to recent
data. While users enjoy the platform, Facebook
tracks likes, comments and page views and sells
the data to companies who then target con-
sumers.  But unlike the economy of old, Facebook
sells its data to French companies not from
France but from a great, nation-less elsewhere,
with no phone number, address or physical
“presence” for a customer who probably cares
little. It is in states like Ireland, whose official tax
rate of 12.5 percent is the lowest in Europe, that
the giants have parked their EU headquarters
and book profits from revenues made across the
bloc. Indeed, actual revenues from advertising
are minimal in France and Germany, but at

Facebook HQ Ireland they grew to 7.9 billion
euros, even though the vast majority does not
come from the tiny EU island-nation of a mere
2.5 million users. Google follows the same pat-
tern: in Germany in 2015, it had a little over 71
million users, in France just over 55 million. But in
both nations, revenues are minimal. 

Yet, in Ireland, where the number of search
engine users is less than five million, revenues for
Google-parent Alphabet reached 22.6 billion
euros in 2015. According to an analysis by Paul
Tang, a specialist on tax issues at the European
Parliament, France lost 741 million euros in tax
revenue and Germany 889 million euros between
2013 and 2015 due to so-called “tax planning” by
Google and Facebook.

‘No transparency’ 
The Organization for Economic Cooperation

and Development believes that such tax schemes
cost governments around the world as much as
$240 billion a year in lost revenue, according to a
2015 estimate. “The actual activity of each com-
pany, including US tech giants, is not known,”
said Manon Aubry, spokeswoman for the NGO
Oxfam. “Beyond the number of accounts or users
in each country, it would be necessary to know in
the case of Google for example, the amount of
advertising sales in each country. We do not have
it.” For car-ride smartphone service Uber, “we
need to know the number of rides, but we don’t
have it,” she said. “One of the first issues, there-
fore, is that of transparency: to rule that large
companies publish data on activities and taxes
paid in all the countries where they are present.”

To the European Commission, the digital

shortfall on tax is clear. The effective tax rate on
the profit of digital giants in the EU averages
only nine percent, while that of traditional com-
panies exceeds 20 percent, it said.

‘Political crap’ 
Apple, also based in Ireland, became one of the

EU’s most emblematic tax cases when Competition
Commissioner Margarethe Vestager ordered the
iconic iPhone maker to pay 13 billion euros in
back-taxes. Vestager said the US giant had bene-
fitted from illegal state aid, a gift from Ireland in
exchange for choosing Dublin as its headquarters,

with thousands of jobs at stake in the deal. Brussels
says Dublin’s red carpet treatment accorded Apple
an effective corporate tax rate of one percent on
its European profits in 2003 — a rate that
decreased to a scant 0.005 percent in 2014 — just
a fraction of the official rate.

“It’s total political crap,” Apple chief executive
Tim Cook barked at the time. Undeterred,
Vestager has gone after similar arrangements,
such as those revealed in the Luxleaks scandal
that exposed deals struck between Luxembourg
and a long list of multinationals, including online
US retail giant Amazon. — AFP

Europe turns on Facebook, 
Google for digital tax revamp

CEDAR RAPIDS: This file photo taken on June
21, 2017 shows US President Donald Trump
speaking at a rally in Cedar Rapids, Iowa
about renegotiating NAFTA. — AFP


