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The global tax revolution
1. International tax jurisprudence received a
shot in the arm when 130 countries agreed to
introduce a new global tax regime for taxing
multinational corporations (MNCs) operating
the globe over.
2. For over a century now, the corporate tax
system was based on the application of the
twin principles of the source rule and the
residence rule.
3. All that an MNC had to do to avoid high tax
in a country where they did business was to
get registered in a tax haven.
4. Globalisation allowed MNCs to replace fears
of double taxation with the joys of double
non-taxation by exploiting mismatches
between the tax laws of various countries and
by cutting taxable profits. A digitalised world
made their task easier.
Tax Havens and inequality:
1. Tax havens came in handy for the MNCs. It
became easier with the rise of intangible
assets, which could easily be shifted from one
country to another.
2. But the shifting of profits to low tax havens
deprived poor countries of
revenue by as much as 5%
as
compared
to
an
alternative system where
profits are taxed based on
the current location of
companies, revenues, their
employees and their wage
codes.
3. Small countries wanted
investments on a grand
scale. That could be achieved with low direct taxes.
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Ending the race to the bottom:
Hence, realisation dawned on all the countries that the time had come for a
radical change in the tax system. The U.S. announced that it was time to end
the “race to the bottom” on corporate tax.
1. Egged on by the Organisation for Economic Co-operation and Development
(OECD), 130 countries achieved a historic agreement in June 2020 on a
more stable and fairer international tax architecture.
2. As per the agreement, MNCs would no longer pay taxes in the country where
they register their headquarters for tax purposes but would pay in the
country
where
they
generate their sales. A
minimum global tax of
15% on profits would be
introduced in all countries.
3. The OECD estimates that
the proposal to levy a 15%
minimum tax on global
corporations
that
do
business in each country
would fetch additional
$150 billion per year and
move taxing rights of over
$100 billion in profits to
different countries.
4. Taxing rights would be
reallocated so that a slice
of the profits could be
levied according to the location of a company’s sales.
5. A minimum rate of 15% would be levied on such a slice of profits. As per
the agreement, countries, where MNCs operate, would get the right to tax
at least 20% of the profits exceeding a 10% margin.
Hurdles:
India, China, Russia, Germany and other countries have signed the agreement,
which has to be implemented from 2023. But there are hurdles to cross.
1. India would have to reconsider the equalisation levy. Revenue from the
equalisation levy should be compared with the 15% global minimum tax.
2

21.10.2021

Thursday

2. The Ministry of Finance said significant issues, including the share of profit
allocation and the scope of subject-to-tax rules, would have to be
addressed.
3. The draft rules would reset the system for international taxation and
subject MNCs to new nexus and profit allocation rules.
Simultaneous implementation of the law by all the signatories to the
agreement would be a stupendous job. If achieved, it may herald the dawn of
the ‘Golden Era’ of direct taxes. Revamping India’s Direct Tax Code to sail with
the concept of global minimum tax requires effort, which is easier said than
done.

How the militant aspect of India’s freedom struggle was
sidelined

Udham Singh
The militant aspect of India’s freedom struggle
1. Several contemporary Indian historical narratives underplay the impact of
revolutionaries like Subhas Chandra Bose, Bhagat Singh and Udham Singh
on British colonial strategies.
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2. The traditional
Indian
historiography
has failed to
assess
the
countervailing
impact of the
more publicised
non-violent
freedom
movement over
the
several
violent
expressions of angst amongst the Indian people, and its bearing on British
rule.
3. Beyond a chapter or two, one does not recall having read much in school
about the various violent and militant expressions against British rule
beyond the rather disparaging analysis of the 1857 Revolt, which was
showcased as a failure and a manifestation of a divided India.
4. The narratives that influenced many young Indians were the building of
the road-railway-telegraph network by the British; or the Quit India
Movement, Dandi March or the several imprisonments of Jawaharlal Nehru
and Mahatma Gandhi in urban prisons, and not the trials, tribulations and
even torture of prisoners like Udham Singh, or those incarcerated in the
Andamans.
5. Seminal events such as the Indian Naval uprising of 1946 and other violent
acts of defiance by youth across the country have been subsumed by an
Anglicised pedagogical system that drew heavily from colonial archives.
6. Making matters worse was the inability of vernacular historiography to
contribute to the predominantly Oxbridge and Delhi-centric histories
churned out since Independence.
Reasons for ignorance:
1. The propensity of traditional Indian historians to overplay the impact of
the non-violent movement, which had its roots in a hybrid value system
that combined a westernised model with spiritual Indian moorings, suited
the exit strategies of India’s colonial masters in several ways.
2. First, it allowed the sun to set gently on the empire and helped the British
retain significant influence in the subcontinent for decades.
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3. Second, imagine if events like the assassination of Governor Michael Dwyer;
the Naval Revolt; a widespread violent uprising against the trial of the INA
leaders; or the organised expression of dissent by the tens of thousands of
troops of the Indian Army led by well-trained Indian officers coerced the
British out of India.
4. There has been little discussion on whether such events could have
prevented the British from influencing events such as the Partition or
continuing with the Great Game during and after the first India-Pakistan
conflict in 1947-48.
By consigning the more militant and military events that dotted India’s
struggle for independence to the sidelines, the British shaped a significant
part of the larger historical narrative even as they left India.
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