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The price of competitiveness? The difficulties and dilemmas of the introduction of the minimum tax in the EU, with particular regard to Hungary and Ireland

Increasing economic competitiveness is a key priority for all countries, and this is achieved by putting in place complex government measures and building a set of institutions that promote and sometimes control market competition. This thesis does not aim at a complex description of this, but rather at an interdisciplinary approach to the global minimum tax from the perspective of the European Union. The design of an optimal corporate tax system is a key issue for all Member States, but its design is not straightforward, as most Member States are interested in determining the tax base and the rate as high as possible, while the taxpayers are interested in determining the tax rate as low as possible. In addition, frequent changes in the provisions are leading to increasing conflict, while the proliferation of multinational companies is increasing the scope for aggressive tax planning and disguised tax avoidance. The economically less developed EU countries can do two things: reduce the tax base and the tax rate on companies, and reduce labour costs where possible.
The biggest direct tax burden on companies in the EU is corporate tax, the basis and rate of which vary widely from country to country. The reason for the extreme tax rates and different tax bases is that taxation is a fundamental sovereign right of the Member States and therefore not a matter for the EU. The question has been raised repeatedly in the European Union as to whether this behaviour, which encourages harmful tax competition, is sustainable in the long term and how far resistant countries can go in the face of European harmonisation. A global initiative has finally provided the answer, as the real breakthrough in the smoothing of divergences and harmonisation efforts could be a global minimum tax.
The thesis seeks to argue that Ireland and Hungary, as the economically less developed Member States of the EU, seek to secure their economic growth by preventing harmful tax competition, while social and environmental aspects are neglected in their considerations. Furthermore, Ireland's multi-rate corporate tax system is more effective than that of Hungary in attracting companies at the forefront of the services sector. The European Union has not been and cannot be effective in dealing with Member States that reject an uniform minimum tax, so a global agreement is needed that does not put the EU itself at a competitive disadvantage in the face of globalisation.



