
The G7’s Corporate Tax Escape Hatch: 
Fuelling Inequality and Killing Trust in 

Democracy 
Author: Rafael Quintero Godinez 

Published: 3rd July 2025 
 

In June 2025 the G7 quietly unraveled one of the boldest tax reforms ever 
attempted. The OECD global minimum tax was designed to curb profit shifting. A 
single clause now exempts United States multinationals from Pillar 2’s top-up 
charge. This decision grants companies such as Google, Amazon, Apple and 
Microsoft a permanent exemption, weakening Europe’s tax sovereignty, eroding 
public resources and undermining democratic credibility. 

Imagine a new speed-limit rule that applies universally except for BMWs driven by 
Americans. This scenario closely reflects Pillar 2’s current reality. Volkswagen, ASML 
and Airbus must comply fully. Meanwhile, Google’s 2023 Irish accounts reported 
€85.4 billion in revenue and €63 billion in internal royalties to its American parent 
company before taxation. Google paid only €649 million, an effective rate under 1 
%.* The loophole is now permanent. 

European leaders accepted this carve-out to avoid threatened trade duties from 
Washington. The price was economic submission. Brussels spent years drafting 
Anti-Tax-Avoidance Directives and a Minimum-Tax Directive to close these gaps. 
Now, European nations must enforce rules the United States refuses to apply to its 
own corporations. A two-tier system emerges: obligations apply to most, while 
exemptions benefit the powerful few. 

The consequences extend far beyond corporate accounts. Public budgets across 
Europe shrink as governments cut spending while ignoring billions lost to corporate 
tax avoidance. The European Commission estimates annual revenue losses from 
profit shifting at approximately €100 billion. That amount could fund between 2 and 4 
million teachers or around 3,000 community hospitals. Amazon’s Luxembourg 
affiliate demonstrates the pattern clearly. In 2024 it booked €18 billion in sales, 
shifted €16 billion in royalties to its United States parent and paid €400 million in 
taxes.  

https://home.treasury.gov/news/press-releases/sb0181
https://taxation-customs.ec.europa.eu/taxation/business-taxation/anti-tax-avoidance-directive_en
https://www.eca.europa.eu/en/news/news-sr-2024-27


Pressure mounts as new fiscal rules tighten deficit limits. Officials must choose 
between meeting budget targets and funding essential public services like health, 
education and housing. Independent studies calculate that Europe needs an 
additional €300–420 billion annually to meet its social and green investment goals. 
Without decisive action to tackle avoidance, these funds remain out of reach. 

The social costs deepen public mistrust. Citizens watch large corporations avoid 
taxes while local services deteriorate. Surveys already indicate more than 70 % of 
Europeans believe the economy favours the wealthy. Data supports this perception. 
Multinationals frequently pay lower taxes on billions in revenue than ordinary workers 
pay on their monthly wages. Microsoft Ireland pays roughly 0.93 ¢—just under one 
cent— in corporate taxes per euro of sales. 

This injustice feeds deeper political instability. Political scientists caution that 
democracies begin to fracture once roughly 30 % of citizens favour authoritarian 
alternatives. Current trends suggest Europe may cross this critical threshold within 
one year. Extremist parties thrive on anger at perceived unfairness. A system 
allowing small businesses to bear heavy tax burdens while Amazon pays minimal 
amounts embodies precisely this idea of a rigged system. 

Even Pascal Saint-Amans, former OECD tax chief and leading architect of the global 
minimum tax, now concedes a true global minimum tax no longer exists. 

The G7 carve-out provides anti-democratic forces with three powerful tools. First, it 
breaks promises of fairness and equal rules. Second, it deepens regional inequalities 
as areas lose essential services while profits accumulate offshore. Third, it 
exacerbates generational divides. Tax breaks inflate dividends primarily benefiting 
older investors, while austerity restricts opportunities for younger generations. In Italy 
over 50 % of citizens aged between 25 and 34 now indicate willingness to suspend 
democracy in a crisis. 

Democratic erosion, however, is avoidable. After the financial crash, Iceland refused 
to shield banking elites and prosecuted senior executives. That decision proved 
accountability is possible when governments commit to enforcing it. Europe can 
choose a similar path by implementing Pillar 2 without exceptions, transparently 
disclosing corporate effective tax rates and swiftly penalising avoidance schemes. 

The stakes demand a response from every European citizen who believes in 
fairness. This September, as national budgets are finalised, the question to every 
finance minister must be blunt: Will you tear up the Faustian pact signed in June, or 
will you defy it and claw back the billions owed to your people? The choice is 
between the future of democracy and the profits of foreign corporations. There is no 

https://www.etuc.org/en/publication/navigating-constraints-progress-examining-impact-eu-fiscal-rules-social-and-green
https://www.ipsos.com/sites/default/files/ct/news/documents/2024-02/Ipsos%20Populism%20Final%20February%202024.pdf
https://www.journalofdemocracy.org/articles/the-danger-of-deconsolidation-the-democratic-disconnect/
https://www.journalofdemocracy.org/articles/the-danger-of-deconsolidation-the-democratic-disconnect/
https://www.fdiintelligence.com/content/6fe1c747-2d9b-55db-abc8-8b464b6d1bc5
https://italians.corriere.it/2025/03/31/i-nuovi-italiani-vogliono-lautocrazia/
https://italians.corriere.it/2025/03/31/i-nuovi-italiani-vogliono-lautocrazia/
https://www.bbc.com/news/business-25349240#:~:text=Four%20former%20bosses%20from%20the,confidence%20boost%20for%20the%20bank.


middle ground.​
​
*All company-level figures cited in this article (revenues, intra-group royalties, and 
taxes paid) are taken directly from the latest filings available in the Orbis database, 
accessed June 2025. 
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