‘stock markets have soared @m%;w the Eﬁm& om growth. All -

these factors have encouraged governmentsto considerreform-
ing the archaic tax system laden with incentives and prone to

avoidance. For example, the USisseeking to E&o rate catsbythe:

though czmgnmmmm&? therevision of o%ﬁm gainstax.
Taxincreasesare an unpopularreform, and are acceptablein
precarious times such as war where governmentassumes unpar-
alleled significance in daily life. Butwith sporadiclockdowns, the
situation is not comparable to war. Conscious of such areality,
FQE has adopted a more pragmatic m@ﬁsmor by nmwwmﬂbm the

WILL THE GAINS OF TAX REFORM OUTWEIGH THE PLAN

The OECD took n:mﬂmm om the m_ovm_ tax :mmoam:o:m ,5“

85@5505 to raise taxes. In its Ewom the government has

‘reached out to and made peace with large and small taxpayers,

beitthrough dispute settlement under Vivad se Vishwas, intro-
duction of faceless assessments, taxpayers’ charter, or the sur-
prisereversal of theretrospective tax on offshore indirect trans-

fers, signalling confidence in the tax system.

While domestic tax reforms are still in the Sams@ efforts to
reach a global agreement on tgxing cross-border incomes of
MNEs have somewhat reached fruition. The pandemic was
among the precipitating factors. For nearly three years, countries
were inalogjam over whoreceives the right to tax supernormal
profits of large tech giants and on what basis. Then with the pan-
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countries such asIndia, UK, Spain and Italy unilaterally imple-
mented a digital services tax. The US did not take well to this

development, especially since many of the technology giants are .

- US-headquartered. Tobring order to chaos, the Organisation for
-operation and Development (OECD) took charge

and sped ahead wi its proposal. Itwasamply clearthatthe US'
mooﬂ%mﬂom of the proposal was a clincher for reachinganagree-

dso the proposal was recalibrated many times.

 The m»aoammﬁnmvoa&bm@~mb€mm§m%omnmaouSQmwmmm,
Hm<m§5 This could not be realized if other countries continued

to offer incentivesand exemptions to shifty capital. Therefore,

the USjoined the talks actively in July, with the: m:mmomnou that
instead of tech giants, the world’s top 100 companiesmustpay

h mwmn taxes. The suggestion carried into the final designofthe
OECD tax deal. In October, 136 countries agreed to share a fourth
of profits in excess 0f10% of companies with global revenue in
excess of $20 billion, with market jurisdictions including India.
Itwasalso agreed that companies with €750 million or more in
anmual revenue would pay a minimum of 15% tax in each jurisdic-

tion, failing which the tax differential would be collected by the

country of the company s ultimate parent entity. With the broad
contours of the plan finalized, countries await the details of the
plan toreforma century-old tax system. :
Itisinteresting that even as countrieshave mgbmn on ogsmmm
to domesticlaw, a paradigm shift is underway for international
tax. In part, thishasbeen possible since the change will impact

select companies and does not overhaul the national corporate

tax systems. Ifimplemented, the deal will only Wmmwnmmn E&Nm,

S ADMINISTRATIVE COMPLEXITY

demicand itsimpact on profitability of large MNES, many market -

temswherethe old regime applies tosmaller firms whereas the
global deal coverslarge corporations. Asaresult, countri
cometo expect thatmore revenuewill accrue without the nee
tochange theijr tax systems. Yet, SQ\E:Q questionif; the gains
outweigh the administrative complexity of the plan.
 Astheworldpreparesto usherin thenewyear, the fiscal ]

. Om %m Um:%m:n §= not dm erased mwm% Tor Sw&% the gaj

mwwocmv the pace and nature of the
As Q:w, Sow.a, increase é& need to be omgwwﬁma
preparesto
usherin 2022,
the fiscal legacy
of covid will not

be erased mmmﬂq

SRR

“suchashigher domesti ;
* Whilethereis enthusiasm for multi-
lateral agreements, economic ;Sm_o:,,
mustnotbeclouded by d
tories. India has long . m«ao&mmmm its.
case for tax sovereignty nw&mmasgam
its right to tax as well as the right to
incentivize activities that are important for its development.
Therefore, even though countries have agreed to tax large MINEs -
better, countries such as India must evaluate their own gains
fromapplying the deal instead of the m@:&ﬁmnos Hm&\ aswell
the tax space it will lose from mvmaasm aminimum tax. ;
- The path toa sustainable recoveryis paved with ommﬁmnmmm of
finance; it is expected in the years to come that tax @98 will
remain a strategic ally of this transition. :
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