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Big picture: Where are we?

• 137 countries have agreed to a two-pillar corporate tax 

reform

• Pillar One:

• Revised allocation of taxing rights to market jurisdictions

• Pillar Two:

• Global anti-base-erosion minimum tax (the GloBE) of 

15 percent
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To alleviate profit shifting and tax competition...

• Due to perennial problems under the 
prevailing source-based territorial system: 

• arm’s length principle, mobility of 
reported profits, mobility of capital…

• A minimum tax caps the gains from profit 
shifting while putting a floor on tax 
competition (IMF 2019, 2021)

• Milestones since the global agreement: 
model rules for the GLoBE rules 
(December 2021); Commentary and 
Examples (March 2022); public 
consultation on Implementation Framework 
(this month)

• Aiming for coming into effect in 2023, 
though lots of challenges remain…

Corporate Income Tax Rate by Decade
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What’s in the GloBE?

• A common approach: 

optional; but needs to accept 

adoptions by others 

• Applies to MNCs with 

consolidated revenue ≥ EUR 

750 million

• Excludes international 

shipping income + other 

entities

GloBE Top-Up Tax

• Per jurisdiction, profits of MNEs if 

effectively taxed below 15%

• ETR: financial accounting

income/tax expense with 

adjustments

• Top-up tax on excess profits to 

reach the minimum rate of 15%

• Carveout: 8% of tangible 

assets, 10% of payroll, both 

falling to 5% over 10 years
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and who gets to charge the GloBE?   

GloBE Top-Up Tax

Resident countries, based on the 

Income Inclusion Rule (IIR):

• priority given to MNC’s home and 

intermediate parent countries

Source countries, based on the

undertaxed payment rule (UTPR):

• charge mechanism to be determined 

• allocated across jurisdictions based 

on relative employees and tangible 

assets

the GloBE rules: IIR + UTPR
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The STTR reduces the total GloBE tax

GloBE Top-Up Tax

Resident countries / the IIR

Source countries/ the UTPR

Subject to Tax Rule (STTR):

• Top-up tax (e.g. via withholding) in 

source countries on interest, 

royalties and other defined 

payments

• 9%, reduced by current tax on the 

payment 

• Treaty based, creditable against the 

GloBE tax…

• …with limited scope and revenue
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and so does the QDMTT

GloBE Top-Up Tax

Resident countries / the IIR

Source countries/ the UTPR

STTR

Qualified Domestic 

Minimum Top-up 

Tax (QDMTT)
• A minimum tax in the 

domestic law and 

consistent with GloBE
• Offsets the amount of 

the top-up taxes under 

IIR and UTPR
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Moving forward

GloBE

• Implementation Framework by end 
2022 (detailed filing obligations, 
multilateral review processes and safe-
harbors)

• although GILTI co-existence remains 
to be addressed…

• IIR effective in 2023

• UTPR coming into effect in 2024

• Lots of actions already at the 
national/regional level: UK, Australia, 
the EU, and US

STTR

• Finalize rule extended to March(?) 2022

• “Defined set of other payments” remains to 

be defined…

• Public consultation once the design has 

been stabilized
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What’s in for developing countries?

Developing countries lose more %GDP to BEPS 

(Crivelli, de Mooij, and Keen, 2015), while relying 

more on CIT revenue…

…and facing more revenue pressures post-
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and how to share the GloBE? 

• Global: $150 billion, 6% of CIT revenue 

• and likely higher through reduced tax competition… 
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and how to share the GloBE? 

• How it will be shared by developing countries is hard to 

predict…

• The rule order

• Adoption of rules by other countries

• MNE response: less profit shifting + changes in 

where to book profits + more costly investment

• Dynamic domestic responses by others

• low-tax countries: raise to the minimum

• high-tax countries: halt/reverse the downward trend

• developing countries: a strong case of 

reconsidering tax incentives 
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Challenges for developing countries

• To adopt, or not to adopt (the GloBE rules), for a highly diverse group…

• do you host many MNE headquarters?

• do you have a low effective tax? 

• do you have many treaties and what about the patterns of outbound payments?

• and when: who are your largest investing countries and are they moving towards a GloBE? 

• Challenges for implementation

• information/data availability

• capacity limitations… 

• Simpler alternatives? 

• alternative minimum tax, raising WHT, revising existing treaties, OIT provision

• reform tax incentives 

• Building administrative capacity to enforce rules

• for existing ones and the new rules if adopted


