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G7 strikes historic agreement on taxing multinationals
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Deal paves way for a global accord at G20 meeting in July

The deal was hailed by finance ministers as a significant step forward in negotiations that started in
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The G7 advanced economies have struck what they have termed a “historic agreement”
on taxing multinationals in a bid to create unstoppable momentum for a global deal.

A communique issued on Saturday showed that the US, Japan, Germany, France, UK,
Italy and Canada had found enough compromise both to stop companies shifting profits
to low tax jurisdictions and ensure the largest multinationals pay more tax where they
operate.

The deal was hailed by finance ministers and marks a significant step forward in
negotiations that started in 2013.

Rishi Sunak, UK chancellor, welcomed the deal as chair of the group this year. “My
finance counterparts and I have come to a historic agreement on global tax reform
requiring the largest multinational tech giants to pay their fair share of tax in the UK”, he
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said.

The UK priority in the talks has been raising more revenue from companies such as
Apple, Google and Facebook.

Sunak’s enthusiasm was shared by other G7 finance ministers. Janet Yellen, US treasury
secretary, said the agreement was a “significant, unprecedented commitment” to a global
minimum corporate tax of at least 15 per cent, which will increase corporate tax revenues
significantly in the US.
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Olaf Scholz, the German finance minister, said the deal was “very good news for tax
justice and solidarity and bad news for tax havens throughout the world”.

Bruno Le Maire, his French counterpart, said the G7 countries had, “risen to the
challenge of this historical moment” saying the deal paved the way for a global accord at
the G20 in Venice in July.

The detail of the first part of the agreement, a significant US concession by the Biden
administration, made it clear that “the largest global companies” with profit margins of at
least 10 per cent would, in future have to allocate 20 per cent of their global profits to
countries where they make their sales.

If implemented this would overturn a century of international corporate taxation, where
profits are taxed only where companies have a physical presence.

The definition of the largest global companies is still to be ironed out. This part of the deal
will require a global accord later this year.

In return for this concession, the US has gained agreement from the rest of the G7 for
each country to impose a minimum global corporate tax rate of at least 15 per cent.

This will reduce the incentive for large companies to declare profits in tax havens or low
tax jurisdictions such as Ireland because the country in which the company is
headquartered will be able to top up corporate tax payments to the global minimum
effective level.

The US is expected to be the largest beneficiary of this second pillar of the deal.
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There was haggling through Friday night over whether the agreement would set the
global minimum at 15 per cent or “at least” 15 per cent, with France, among others,
calling for the potentially higher rate in a bid to collect more revenues from its largest
companies.

One of the most contentious issues had been a US demand for France, The UK and Italy
to drop their new digital taxes in return for gaining taxing rights in this deal. Janet Yellen,
US treasury secretary, had wanted this to be immediate, while the European countries
insisted they would abolish these taxes once any global agreement had been sealed and
ratified.

The communique showed that this part of the deal was still to be tied down with specific
commitments. “We will provide for appropriate co-ordination between the application of
the new international tax rules and the removal of all Digital Services Taxes, and other
relevant similar measures, on all companies,” it said. 

Event details and information

ETF European Leaders’ Forum
Digital Conference

01 July 2021

Capitalising on opportuning in a global recovery

Register now
Presented byFT Live

All rights reserved.
Copyright The Financial Times Limited 2021.

International tax stories you missed

https://events.bizzabo.com/321839?segmentId=bf9a02b0-408b-7459-f80b-463ced0d0c40
https://events.bizzabo.com/321839?segmentId=bf9a02b0-408b-7459-f80b-463ced0d0c40
https://events.bizzabo.com/321839?segmentId=bf9a02b0-408b-7459-f80b-463ced0d0c40
http://help.ft.com/help/legal-privacy/copyright/copyright-policy/


4/5

News in-depthInternational tax
Europe’s low-tax nations braced for struggle over US corporate tax plan
April 14, 2021

News in-depthInternational tax
A grand bargain: how the radical US corporate tax plan would work
April 8, 2021

InterviewGlobal Economy
OECD’s incoming chief confident of global deal on taxing multinationals
March 23, 2021

International tax
Brussels loses €250m Amazon tax case in latest court defeat
May 12, 2021

Latest on G7

https://www.ft.com/stream/325f8bb3-f356-49b7-81f9-39874259d49e
https://www.ft.com/content/1a8e5bf7-49e0-4987-98c8-893f08d9c77c
https://www.ft.com/content/1a8e5bf7-49e0-4987-98c8-893f08d9c77c
https://www.ft.com/stream/325f8bb3-f356-49b7-81f9-39874259d49e
https://www.ft.com/content/b358ebca-4097-4cd6-bc7f-8e9d8f069250
https://www.ft.com/content/b358ebca-4097-4cd6-bc7f-8e9d8f069250
https://www.ft.com/global-economy
https://www.ft.com/content/6adde5c7-ae73-417c-ae42-0972e07d4982
https://www.ft.com/content/6adde5c7-ae73-417c-ae42-0972e07d4982
https://www.ft.com/stream/325f8bb3-f356-49b7-81f9-39874259d49e
https://www.ft.com/content/217debd9-cecd-458a-9107-eda81c3c94ac
https://www.ft.com/content/217debd9-cecd-458a-9107-eda81c3c94ac


5/5

News in-depthUK Inequality
How acute inequality scars Cornish idyll hosting G7 summit

Follow the topics in this article

Corporation tax

Global Economy

International tax

US economy

G7

 
 

https://www.ft.com/stream/bd89df59-1c96-4bb4-856c-823bd4dcb4b1
https://www.ft.com/content/e501072e-c4fb-4bee-a6c8-ed847ee61e63
https://www.ft.com/content/e501072e-c4fb-4bee-a6c8-ed847ee61e63
https://www.ft.com/content/9eeba922-25a9-4a3a-960d-afca8d139909
https://www.ft.com/content/1c662397-fed5-449b-a630-37dadb4e594a
https://www.ft.com/stream/6eb29bdf-7341-4c1e-9943-66a5d92a9429
https://www.ft.com/global-economy
https://www.ft.com/stream/325f8bb3-f356-49b7-81f9-39874259d49e
https://www.ft.com/us-economy
https://www.ft.com/reports/G7-japan

