
PARIS:  Nearly 140 countries will haggle over key
details of a global corporate tax plan this week,
with some concerned about giving up too much and
others eager to ensure tech giants pay their fair
share. The Group of Seven (G7) wealthy democra-
cies approved a proposal to impose a minimum cor-
porate tax rate of at least 15 percent earlier this
month, hoping to stop a “race to the bottom” as
nations compete to offer the lowest rates.

It is one of two pillars of reforms that would also
allow countries to tax a share of profits of the 100
most profitable companies in the world — such as
Google, Facebook and Apple — regardless of
where they are based.

The deal now goes to the Organisation of
Economic Co-operation and Development (OECD),
which is overseeing two days of talks starting
Wednesday to find a consensus among 139 coun-
tries. The proposal will then be taken up by the G20
club of wealthy and emerging countries at a meet-
ing of finance ministers in Italy on July 9 and 10.

“I don’t think we have ever been so close to an
agreement,” said Pascal Saint-Amans, director of

the OECD tax policy centre. “I think that everybody
has realised that a deal is better than no deal,”
Saint-Amans told France’s BFM Business radio ear-
lier this month, adding that failing to agree would
lead to unilateral taxes and US reprisals.

US President Joe Biden has galvanised the issue
by backing the global minimum corporate tax, and
Europeans want a deal, he said. Negotiations have
gained new urgency as governments seek new
sources of revenue after spending huge sums on
stimulus measures to prevent their economies from
collapsing during the coronavirus pandemic.

Irish concerns 
While the G7 — the United States, Canada,

Japan, France, Britain, Italy and Germany —
approved the plan, it still faces hurdles as the nego-
tiations expand to other nations.

European Union members Ireland and Hungary
are not thrilled about it, as their corporate taxes are
less than 15 percent. Ireland has become the EU
home to tech giants Facebook, Google and Apple
thanks to its 12.5-percent rate. But another EU

country that has benefited from a low rate, Poland,
voiced support for the proposal last week.

US Treasury Secretary Janet Yellen said China
also has concerns about the proposal. Two sources
involved in the negotiations told AFP that China,
which has a reduced rate for companies in key sec-
tors, would not want a rate that exceeds 15 percent.
Biden also has some convincing to do at home, as
key Republicans in Congress have already criticised
the deal as a “speculative agreement” and an “eco-
nomic blunder”.

Amazon escape? 
The next round of talks will also have to settle on

a tax base and the number of companies whose
profits could be taxed. While Britain backed the G7
plan, it wants to ensure that its financial sector is
exempt from the reform’s “Pillar One” on taxing a
share of profits of overseas-headquartered compa-
nies. Others like France are concerned that US e-
commerce behemoth Amazon could escape the
levies because its profit margin does not exceed a
10-percent threshold.

The world’s 100 biggest multinationals would be
targeted by Pillar One, but countries in the G24 —
an intergovernmental group that includes countries
such as Argentina, Brazil and India — say more
firms should be added to the list. — AFP
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Belarus IT sector hit 
by exodus after 
post-vote crackdown
KIEV: Like thousands of others in Belarus, IT
specialist Aliaksandr Charnavoki took to the
streets of Minsk last year for unprecedented
protests against strongman Alexander
Lukashenko’s 26-year rule. Arrested, struck by
police and held in detention for four days,
Charnavoki eventually fled to neighbouring
Ukraine-joining an exodus of fellow tech work-
ers that has left the future of a booming IT sec-
tor in doubt.

It was not the “violence and lawlessness” that
made him leave, Charnavoki, 39, told AFP in an
interview on messenger Telegram. It was the
sense that nothing would ever change. “The fight
against the regime has become meaningless,” he
said. If ex-Soviet Belarus is known for producing
anything, it is more likely to be tractors, fertiliser
and oil products than software and tech services.

But in recent years its capital Minsk has
become a regional high-tech hub, especially
after 2017 when Lukashenko signed a decree
allowing tech companies not to pay most taxes,
including income tax. The country’s Hi-Tech Park
(HTP) scheme has seen more than 1,000 tech
companies register to operate in Belarus, with
over 70,000 workers.

Gaming giant Wargaming-maker of “World of
Tanks” and its multiple spin-offs-was founded in
Minsk and maintains its central development stu-
dio in the city. Calling app Viber was another
success story from the HTP, with its early devel-
opment done in offices in Belarus, until the com-
pany was bought by Japanese tech giant
Rakuten in 2014 for $900 million.

Much of the work is less glamourous-like
outsourced custom software design for corpo-
rate clients-but very profitable. The HTP says
the Belarusian tech sector’s exports of products
and services hit a record $2.7 billion in 2020,
up 25 percent from the year before, and
accounting for four percent of the country’s
gross domestic product.

Deep uncertainty 
But now the industry is facing deep uncer-

tainty after thousands of its workers-many of
them liberal-minded opposition supporters like
Charnavoki-decided to leave. Last year’s wave of
demonstrations over a disputed August 9 elec-
tion was met with an intense crackdown.
Thousands were jailed as reports of torture and
ill-treatment at the hands of police circulated
widely. Backed by ally Moscow, Lukashenko has
weathered the protest storm despite fierce
Western condemnation and several rounds of
new sanctions. The sanctions have not targeted
the IT sector, but Sergei Lavrinenko, a Minsk-
based IT expert, said he expected its growth to
stall because of the exodus.

He estimated that up to 15,000 IT workers have
already fled Belarus because of the crackdown.
Some companies have shuttered their operations
entirely. Founded in Minsk in 2011, PandaDoc, a
sales process software provider, closed its office in
the city and relocated dozens of staff to neigh-
bouring countries after coming under pressure
from authorities. Its founder Mikita Mikado is a
prominent Lukashenko opponent and during the
protest movement offered financial aid and re-
training in the tech sector to police who turned
against the government. The company’s offices
were raided and four employees were arrested,
with three still under house arrest and one
behind bars. — AFP

Bargaining over global tax enters key stage
G7 still faces hurdles as negotiations expand to other nations

Pascal Saint-Amans

Friction emerges in
North America one
year into trade deal
WASHINGTON: One year after it took effect in
the midst of a record economic downturn, the
United States-Mexico-Canada Agreement (USM-
CA) has yet to end trading friction between the
North American allies.

The three countries said the new treaty would
benefit their economies and workers but, as the
anniversary nears on Thursday, the neighbors have
already entered into a range of disputes — many of
which have seen the United States object to
Mexican or Canadian practices.

“Most of the focus on USMCA over the next sev-
eral years is going to be on the disputes,” said
Edward Alden, an expert at the Council on Foreign
Relations.

USMCA replaced the North American Free
Trade Agreement, which had been in force since
1994, and which Alden said had envisioned the con-
tinent’s three economies at one point becoming a
single market, like the European Union.

That vision appears to be dead, at least for now.
“USMCA is very much the rules for three sepa-

rate North American economies to cooperate,
where they can, and rules for fighting where they
can’t cooperate,” Alden said.

While the disputes between the countries have
made headlines, Jeffrey Schott, a senior fellow at the
Peterson Institute for International Economics,
credited the deal with “removing the cloud of
uncertainty” over continental commerce. “That cre-
ates a better atmosphere for trade and investment
than we’ve had in some time,” he said.

Former president Donald Trump, who was known

for his bellicose rhetoric even towards American
allies, negotiated the USMCA, but his successor
President Joe Biden could change policies. But there
are also signs that even under the new government,
the squabbling will continue.

Ready to fight 
Canada is perhaps Washington’s closest ally, but

when it comes to trade, the neighbors have several
differences. The United States has long-running dis-
putes over the Canadian dairy and softwood lumber
industries, and has also taken issue with Ottawa’s
solar panel exports and with the taxation of
American tech firms.

US Trade Representative Katherine Tai has said
she will defend American interests, starting with
dairy farmers. Her office has set up a dispute set-
tlement panel under the USMCA to examine the
issue of milk quotas imposed by Canada, much to
its dismay.

Francois Dumontier, a spokesman for a group
representing Quebec milk producers, said USMCA
provides “no advantage.”

He also called some provisions an “attack on
Canadian sovereignty,” because they restrict
Canadian exports while allowing more imports from
the United States.

After the pandemic 
On the other side of the border, David

Salmonsen, senior director of congressional rela-
tions with the American Farm Bureau Federation,
pointed to a long list of trade disputes, but said he is
overall optimistic.

“I think we’ll get a better picture once every-
body’s economies are recovering from the pandem-
ic,” he said. “We supported the agreement, and we
think it’ll work to keep agricultural trade moving
and growing between all three nations.”

Ottawa however has called for its own dispute
settlement panel over Washington’s 18 percent tar-

iffs on solar panels made in Canada.
Despite the skirmishes, Valeria Moy, general

director of the Mexican Institute for
Competitiveness, said that over the past year, there
has been “no radical change compared to NAFTA.”

However, she expects that USMCA could have
an agreement on labor legislation in Mexico in
the future.

Washington has already invoked USMCA twice
to ask Mexico City to investigate violations of
union rights in the automotive sector, notably at a
General Motors plant.

“Will this have a beneficial effect on Mexican
workers? It seems to me that it will,” she said. “It
will force Mexican companies to make changes.”
But Moy warned that the United States could end
up using the labor issue “as a pretext to apply pro-
tectionist measures.” — AFP

WASHINGTON: File photo shows US Trade
Representative Katherine Tai testifies before the
Senate Finance Committee on Capitol Hill in
Washington. — AFP

Tesla to ‘recall’ over 
285,000 cars in China 
due to faulty software
BEIJING: Electric car giant Tesla will “recall” over
285,000 cars from the Chinese market after an inves-
tigation found issues with its assisted driving software
that could cause road collisions, a government regula-
tor announced late Friday. Tesla would contact affect-
ed users to upgrade their vehicle’s software remotely
for free, a State Administration of Market Regulation
(SAMR) notice said, adding that it affects some
imported and domestically manufactured Model 3 and
Model Y vehicles.

“The recall plan was filed with the State
Administration of Market Regulation, and it was
decided to recall the following vehicles from today,”
SAMR said. The order is the latest blow to the
American self-driving car pioneer, which has come
under growing regulatory scrutiny in China due to
several deadly collisions involving Tesla vehicles in
recent months. “Due to issues with the cruise control
system... the driver can easily activate the cruise con-
trol function by mistake,” the Chinese government
agency said in the notice. “A sudden increase in vehi-
cle speed will occur, which could... in extreme cases,
cause a collision, posing safety hazards.”

The carmaker has also been targeted by numerous
social media complaints from Chinese users regarding
quality and service issues, culminating in a high-profile
customer protest at the Shanghai Auto Show in April. The
cruise control function, which “matches the speed of your
car to that of the surrounding traffic” is a key part of
Tesla’s Autopilot assisted driving function, according to
the manufacturer’s website. Tesla’s road in China appeared
to be paved with gold after founder Elon Musk was grant-
ed rare permission to build a wholly owned factory in
Shanghai that has allowed it to accelerate to the head of
the pack in China’s huge electric car market. — AFP

J&J to stop selling
opioids in US 
WASHINGTON: Johnson & Johnson, one of the
pharmaceutical giants accused of fueling the dead-
ly US opioid crisis, has reached a settlement with
the state of New York for $230 million and con-
firmed it will stop making or selling opioids in the
United States.

The agreement announced Saturday allows
Johnson & Johnson to resolve litigation over its role
in the epidemic, which has killed more than half a
million people since 1999, according to a statement
from New York attorney general Letitia James. For
its part, in a separate statement J&J said the settle-
ment allowed it to avoid a trial that was scheduled
to begin today, and said the group had “made the
business decision in 2020 to discontinue all of its
prescription pain medications in the United States.”

The settlement “is not an admission of liability or
wrongdoing by the company,” it said, noting that
other nationwide legal proceedings are underway,
including a trial in California. The prosecutor’s
statement said the company would spread the pay-
ments over nine years.

J&J could also pay an additional $30 million in
the first year if the state enacts new legislation cre-
ating an opioid settlement fund. “The opioid epi-
demic has wreaked havoc on countless communi-
ties across New York state and the rest of the
nation, leaving millions still addicted to dangerous
and deadly opioids,” James said in the statement.

“Johnson & Johnson helped fuel this fire, but
today they’re committing to leaving the opioid
business — not only in New York, but across the
entire country,” she added. That includes both man-
ufacturing and selling opioids, James’ statement
said. Johnson & Johnson stressed it had made the
decision before the settlement was reached.

The $230 million will be aimed at prevention,
treatment and education efforts on the dangers of

the substances in New York state. Johnson &
Johnson, Purdue Pharma and other pharmaceutical
companies and distributors are accused of encour-
aging doctors to overprescribe opioids — initially
reserved for patients with particularly serious can-
cers — even though they knew they were highly
addictive. Since 1999, this dependence has pushed
many users of the drugs to higher and higher doses
and to illicit substances such as heroin or fentanyl, an
extremely powerful synthetic opiate with a high risk
of fatal overdose. About 500,000 people have died
of drug overdoses in the United States since then.

Cost of billions 
The US Centers for Disease Control and

Prevention, the country’s main public health
agency, estimates that about 90,000 people died
from drug overdoses in 2020, the majority of
which involved opioids. The US Department of
Health estimates that the crisis was responsible for
four years of declining life expectancy in 2014,
2015, 2016 and 2017.

Then-president Donald Trump declared it a
national public health emergency in October 2017.
The CDC estimated in 2019 that the economic bur-
den of the crisis, including health care costs, lost
productivity and costs to the criminal justice sys-
tem, was about $78.5 billion per year. A study pub-
lished by the American Society of Actuaries esti-
mated the cost for the four years 2015-2018 at $631
billion. The crisis seemed to be easing before the
pandemic, thanks in particular to tighter controls
on prescriptions, but the CDC recently reported an
acceleration of deaths from drug overdoses, includ-
ing from opioids. 

While legal proceedings have increased in the
country, many companies are trying to reach settle-
ments. In February, the consulting firm McKinsey
said it agreed to pay $573 million to settle lawsuits
filed by some 40 US states accusing it of contribut-
ing to the opioid crisis through its advice to phar-
maceutical companies, including Purdue Pharma,
the manufacturer of Oxycontin. — AFP


