
PARIS: A global push to enact a mini-
mum international tax on big corpora-
tions moved closer to reality as one of
the last holdouts, Hungary, agreed to join
a reform that now counts 136 countries.
The OECD-brokered deal, which sets a
global tax of 15 percent, is aimed at
stopping international corporations from
slashing tax bills by registering in
nations with low rates.

“Today’s agreement will make our
international tax arrangements fairer and
work better,” said OECD Secretary-
General Mathias Cormann on Friday.
“This is a major victory for effective and
balanced multilateralism.” Hungary’s
announcement came a day after another
key opponent, Ireland-whose low tax
rate has attracted the likes of Apple and
Google-relented and agreed to join the
global effort.

With Hungary, 136 countries repre-
senting 90 percent of global gross
domestic product have now signed up,
the Paris-based Organization for
Economic Co-operation and
Development said. Estonia also joined
the reform on Thursday. The OECD said
Kenya, Nigeria, Sri Lanka and Pakistan
are the last holdouts among 140 coun-
tries that have negotiated the tax.
Pakistan had been on a previous list of
signatories. The organization said coun-
tries are aiming to sign a multilateral
convention in 2022, with an eye on
implementing the reform in 2023.

‘Historic moment’ 
The years-long talks received a boost

earlier this year when the administration
of US President Joe Biden backed a glob-
al minimum tax rate of at least 15 percent.
The coronavirus pandemic added
urgency to the reforms as countries need
new sources of revenue to pay for huge
stimulus programs that were deployed
during last year’s global recession.

“Today’s agreement represents a
once-in-a-generation accomplishment
for economic diplomacy,” US Treasury
Secretary Janet Yellen said in a state-
ment. “As of this morning, virtually the
entire global economy has decided to
end the race to the bottom on corporate
taxation,” Yellen said.

European Commission President
Ursula von der Leyen called it a “historic
moment”, saying “all companies have to
pay their fair share”. The Brussels-based
Computer and Communications Industry
Association welcomed the deal. It was a
step “to ensure that the international tax
rules reflect today’s global economy,”
the CCIA’s vice president Christian
Borggreen said in a statement. “This is
an important step towards more fairness
and certainty in the global tax system.”
Faceook said it was “pleased to see an
emerging international consensus.”

‘Shameful’ 
The social media platform “has long

called for reform of the global tax rules,

and we recognize this could mean pay-
ing more tax, and in different places,”
said Facebook vice president for global
affairs, Nick Clegg. But the charity
Oxfam was scathing.

“Today’s tax deal was meant to end
tax havens for good. Instead it was writ-
ten by them,” said Oxfam’s tax policy
expert, Susana Ruiz. “This deal is a
shameful and dangerous capitulation to
the low-tax model of nations like
Ireland.” The Hungarian government said
in a statement that it agreed to join the
global tax after securing concessions
including a transitional period of 10 years
for a special rate to remain in place.

Hungary has a nine percent tax rate,
even lower than Ireland’s 12.5 percent. “A
compromise has come about that we are
able to join wholeheartedly,” Hungarian
Finance Minister Mihaly Varga said.
“Hungary will be able to collect the
global tax using a targeted solution.”

$150bn for governments 
The OECD said in July that 130

countries had agreed to a tax of “at
least” 15 percent. Ireland finally backed
down after the phrase “at least” was
removed from the reform as it feared
that it could have led to future increases
of the rate. Ireland’s low levy has
attracted an outsized number of pharma
and tech firms but also drawn accusa-
tions that the nation acts as a tax haven.
The OECD says a global minimum cor-

porate tax rate of 15 percent could add
$150 bil l ion to government coffers
annually. The rate will apply to compa-
nies with revenue exceeding 750 million
euros ($867 million).

In addition to the minimum rate, the
136 countries also agreed to reallocate
more than $125 billion of profits from
around 100 of the world’s most prof-
itable multinationals to countries world-
wide. This means companies will have to
pay taxes in countries where they have
business activities and earn profits,

regardless of whether they have a physi-
cal presence here-a change that would
affect big US tech firms such as
Facebook. G20 leaders are expected to
sign off on the deal at a summit in Rome
in late October. “It is a far-reaching
agreement which ensures our interna-
tional tax system is fit for purpose in a
digitalized and globalized world econo-
my,” Cormann said.

“We must now work swiftly and dili-
gently to ensure the effective implemen-
tation of this major reform.” —AFP
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BoE  warns markets 
could be in for a
sharp correction
LONDON: Financial markets, which have
rebounded recently on low global interest
rates and vast economic stimulus during the
coronavirus pandemic, could be in for a
“sharp” correction, the Bank of England
warned on Friday. Investors have increased
their exposure to riskier assets such as
equities in view of the brighter economic
outlook. But they could be forced to
reassess their positions, the BoE’s Financial
Policy Committee, which is tasked with
safeguarding the financial system, warned in
a new report.

Like other central banks around the
world, including the US Federal Reserve, the
BoE launched a massive asset-purchasing
program, buying up corporate bonds, that
helped to fuel a rally in global markets.
“Following the COVID shock, central banks
cut interest rates and undertook asset pur-
chases to support economic activity and pre-
vent an unwarranted tightening of financial
conditions for corporates and households,”
the FPC’s financial stability report said.

“Since then, risky asset prices have
increased and, in a number of markets, asset
valuations appear elevated relative to histori-
cal norms.” Those valuations “could correct
sharply if, for example, market participants
re?evaluate the prospects for growth, infla-
tion or interest rates,” it said.

Markets are on edge over the inflation
outlook, as consumer prices soar on the back
of economic reopening, supply chain prob-
lems, runaway energy costs and other com-
modity prices. The FPC pointed to “signs of
continued loosening in underwriting stan-
dards and increased risk-taking in some
investment banking businesses”. And those
risks “can affect UK financial stability through
the direct impact on banks and the indirect
impact of losses spreading through other
parts of the global financial system”, it said.

However, the FPC said the core UK bank-
ing system was “resilient” to such losses.
Central banks are now grappling with how
and when to withdraw ultra-loose monetary
policy and massive stimulus programs. The
US Federal Reserve in September indicated it
would start tapering its massive bond-buying
program by the end of the year. The Bank of
England has so far left its stimulus
unchanged, but there were signs of dissent at
its most recent policy meeting, when two of
its rate-setting panel voted to stop the bond-
buying stimulus as soon as possible to help
quell inflation. But the other seven members,
including governor Andrew Bailey, voted for
no change. —AFP

OECD hails ‘major victory’ 
as tax holdouts join reform

Minimum corporate tax rate of 15% could add $150bn to govt coffers annually

PARIS: Secretary General of the Organization for Economic Cooperation and Development
(OECD) Mathias Cormann delivers an inaugural speech at the Organization for Economic
Cooperation and Development’s Ministerial Council Meeting in Paris. —AFP

LOS LLANOS DE ARIDANE, Spain:
“It’s worse than a plague,” curses Pedro
Antonio Sanchez, fuming over the vol-
canic grit coating his bananas, the main
source of wealth on the Canaries’ island
of La Palma. “It’s worse than a pest or
disease because it scratches (the fruit),”
says Sanchez, gesturing at the black
sandy deposits that have rained down
from the sky since the volcano erupted
on September 19.

The volcano has caused huge damage
to banana plantations in La Palma-the
second-largest producer in the Atlantic
Canary Islands-where the crop accounts
for 50 percent of the island’s economy,
industry figures show. Once the black
grit lands on the bananas, it is almost
impossible to remove.

And it causes further damage in the
handling, transport and packing, with the
huge bunches-which are known as
“pineapples” and can weigh up to 70
kilos (150 pounds) — carried on the
shoulders. “You have to blast it off with
water or something, to be honest I don’t
know how to do it,” says this 60-year-

old who owns a small plantation.
“When the dew forms overnight, it

really makes the grit stick and in the
morning it just won’t come off,” he says,
with evident frustration. The skin black-
ens in the form of a scratch but nothing
like the brownish-black markings, known
as bruises, which show the fruit is ripe.

And although the banana is perfect,
it is rejected and cannot be sold.
“European quality regulations ban the
sale of bananas with more than four
square centimeters of scratches per
fruit, even if they are perfect inside and
can be eaten without risk,” says Esther
Dominguez of ASPROCAN, which rep-
resents banana producers in the
Canary Islands.

One year’s crop lost 
“It just takes away your desire to

work, makes you want to throw in the
towel because they are just so ugly,” he
says, his face darkening as he looks at
his damaged fruit. “We’re in a really
bad situation.”

The volcano’s eruption has predomi-

nantly hurt the Aridane valley on the
western flank of La Palma, although the
problem caused by volcanic ash and
grit has affected a much wider area. “It
is not just the Aridane valley because
the wind changes direction and ash is
blown all over so 100 percent of the
island is affected,” Juan Vicente
Rodriguez Leal, head of the Covalle
agricultural cooperative told AFP.

“So we are going to have a signifi-
cant loss of at least one year’s crop,”
he said, estimating losses of “around
120 to 130 million euros ($140 to $150
million)”. The plantations are also suf-
fering from a lack of water after the
lava destroyed the area’s irrigation
pipeline. Bananas, explains Sanchez,
need a lot of water and the current
shortage “is the biggest threat”.  —AFP

LOS LLANOS DE ARIDANE, Spain: Farmer Pedro Antonio Sanchez, 60 years old, works at his
banana plantation in Los Llanos de Aridane, on the Canary Island of La Palma. —AFP

Decision on future 
of Georgieva’s job
in IMF ‘very soon’
WASHINGTON: The International
Monetary Fund said it will decide “very soon”
whether its embattled managing director
Kristalina Georgieva keeps her job. An inves-
tigation by a law firm has concluded that she
manipulated data in favor of China while in a
senior role at the World Bank.

The IMF Executive Board said after a
meeting Friday that it has made “significant
progress” in its assessment of the case but
agreed “to request more clarifying details
with a view to very soon concluding its con-
sideration of the matter.” On Thursday
Georgieva, 68, said she hoped for an “expedi-
tious resolution” of the case.

The IMF Executive Board is reviewing last
month’s investigation by the law firm
WilmerHale that found that during her time as
World Bank CEO, Georgieva was among top
officials who pressured staff into changing
data to China’s benefit in the 2018 edition of
its closely watched Doing Business report.

Georgieva spoke to the IMF board this
week. She has repeatedly denied the report’s
conclusions, and on Thursday released a letter
from her attorney to the board objecting to
WilmerHale’s findings, as well as her 12-page
testimony to the 24 board members. The law

firm found that Georgieva along with her
associate Simeon Djankov, a former Bulgarian
finance minister who created the report, and
Jim Yong Kim, then-president of the bank,
pressured staff to change the calculation of
China’s ranking to avoid angering Beijing. The
push came while bank leadership was
engaged in sensitive negotiations with Beijing
over increasing the bank’s lending capital.

The Executive Board could meet again a
source close to the matter said on condition
of anonymity. This source added that
Georgieva has won the support of France
and other European countries. The United
States, a key member of the IMF, has not yet
stated its position on this controversy,
according to two sources with knowledge of
the situation. Time is of the essence because
the IMF and the World Bank begin their fall
meetings on Monday. —AFP

Kristalina Georgieva

Iran’s new CB chief
wants to rein in inflation
TEHRAN: Iran’s new central bank governor Ali Saleh-Abadi
has said he intends to implement strict monetary policy in
order to control inflation, as the country battles a severe eco-
nomic crisis.

“The most important priority of the central bank is to control
inflation, and with the help of the government’s economic team...
we (will) try to stabilise various markets in the coming months,”
the English-language Tehran Times quoted him Friday as saying.
Annual inflation reached 43.7 percent in September, according
to official figures. Saleh-Abadi said pursuing stability in the for-
eign currency exchange market would also be a priority, adding
that “the necessary mechanisms have been devised to have bal-
ance” in the market.

The rial was trading at around 280,000 to the dollar at
exchange offices on Friday, compared to 258,000 at the start of
the year. “We will try to control the money supply and prevent
additional borrowing by banks from the central bank in order to
stabilize the market,” he told Iranian television this week.
Appointed Wednesday, 43-year-old Saleh-Abadi is the
youngest Iranian to hold the post of central bank governor.

He holds a doctorate in financial management from the
University of Tehran and managed the country’s stock exchange
from 2005 to 2014, before becoming chief of the Export
Development Bank of Iran. Iran has been strangled financially by
sanctions reimposed by Washington after then US president
Donald Trump pulled out of a multilateral nuclear deal in 2018.
The country of 83 million people has since been hit by a severe
economic crisis amplified by the COVID pandemic. —AFP 

Volcanic grit, water shortage
threaten La Palma’s bananas


