“Innovating in justice, Innovating in finance – Time for a Financial Transactions Tax”  
22nd September 201.
Principles:    Human rights must provide the foundation and framework for all policy and action on financing for development.  Fairness, transparency, equity and people before profits are the foundation of our approach to the issues involved in financing for development. 
Current reality 

We are less than five years away from the 2015 deadline for achieving the Millennium Development Goals. The world still faces the unacceptable situation whereby many people suffer from starvation which is made worse by climate change and other global challenges, and are unable to live in dignity, while others live in quite obscene luxury and wealth.

I would suspect that several Finance Ministers are prone to an occasional sleepless night with the predictions for annual growth being regularly lowered. 

To meet the MDGs and other challenges related to sustainable development, we need innovative sources of financing that are stable, predictable and in addition to resources that are presently available. 
We now have another global economic downturn, a lack of real political commitment to do things differently, plus the ever increasing and pernicious impact of climate change. I would hazard a guess that the money spent on disaster relief in the past two or three years is much higher than it has been in a long time. This toxic combination puts at risk the finest plans to address world poverty and make the world a fairer and more equitable place. So we face, in a time of crisis, two challenges: how to meet the already agreed development needs (MDGs and other development goals) and how to resource the massive changes needed to deal with the ongoing crisis brought about by climate change. (The body politic is in trouble – no good saying we’ll treat the heart now and forget the kidneys till later, if both are failing!) If ecology covers the whole of life, then the economy is a subset of ecology not vice versa.  
Climate change affects our entire physical environment and every person within it. In the work of mitigation and adaptation, the goals of development and poverty eradication risk being severely compromised unless additional stable and predictable sources of finance are found.  

Mitigation and adaptation efforts alone will gobble up most of the resources that would otherwise be available for meet our agreed development goals. Current estimates suggest we will need $75-100 billion per year alone for adaptation needs and more like $200 billion per year in public finance over and above existing levels of aid to meet the needs of both adaptation and mitigation.
A Financial Transaction Tax is a logical source for gathering some of the extra finances needed, to be used for climate change and for development.
Purpose of the Tax:

Policies are needed that can build communities that are just, participatory and sustainable. This calls for cooperation and multilateral action. “in a global economy, nations will rise or fall together”. President Obama said yesterday Sept 21 in addressing the GA. 

Agreement on an FTT would be one helpful step in this direction.  

[We’re talking justice; we’re talking equity in matters of finance]. 

A focus on innovative sources of financing is faithful to the decisions of the Monterrey Consensus in Mexico2002, and of the Follow-up Review Conference on Financing for Development in Doha. Such innovative sources as the air ticket levy have already had positive outcomes in the area of health. 

We’re getting a clearer picture of how much revenue is lost through illicit financial flows and tax evasion on a grand scale. One widely cited estimate suggests that illicit flows drain away US$1 trillion per year. [Global costs of meeting the MDGs on poverty, education, health and environment would be less than $100 billion per annum] This massive loss of revenue makes it so much harder for an individual country to find the domestic resources to meet its own development needs. 

It is heartening that there is now serious discussion of a financial transactions tax for development. The implementation of such a tax would be a significant step forward in ironing out some of the inequalities in the international financial system. 

For Development…

Our theme song as NGOs insists that proceeds from such currency or financial transactions taxes must be devoted to development and not sidetracked into simply replenishing national coffers depleted by the present economic downturn. 

It is Possible

The Financial Sector has benefitted greatly from globalization. It surely has not played its part in carrying any of the burdens involved in meeting the global crises facing all of us. An FTT is an obvious way that it can begin to play its part. 

Financial speculation has invaded commodity markets that were originally designed as a tool to manage risk in agricultural commodities. Now financial speculators dominate the market. They account for over 60% of some markets, compared to just 12 per cent 15 years ago. So the issue of the financial markets and taxing such financial transactions is not a merely academic issue. It is indeed a matter of life and death for many people. 
Both feasible and fair.  Studies indicate that an FTT is achievable and fair. In a relatively painless way the financial sector can become less a part of the problem and more a part of the solution. (cf IMF report to the G20, June ‘10 ‘A Fair and Substantial Contribution by the Financial Sector”). 
Buy-in by Governments:
It is encouraging to hear the interest taken by many countries and the growing interest within the international community in exploring innovative financing. 

It is vital that the Leading Group honours its commitment to “work within the United Nations to foster the follow-up of the General Assembly resolution on innovative financing for development.” The Leading Group also calls the G20 to give due attention to the potential of innovative financing in its development agenda.

Draft legislation promoted by France and Germany is indeed hopeful. They hope to present this legislation to implement a financial transaction tax to the EU council in autumn. It has the following elements: 

· a tax of 0,05% on all financial transactions; 
· with as tax basis all transactions on exchanges and OTC, comprising stocks, bonds and derivatives, as well as currency transactions;  
· attribution of the tax revenues to the national budgets;
· to be presented at European level, or, if this should not be possible, in the Euro-zone or by a group of member countries;" 
The revenues collected should be used for "innovative finance, particularly for development and the struggle against climate change - a priority of the French G20 Presidency and a precondition for success of the next world summit on climate in South Africa."
In the current squeeze that many parts of the world are experiencing, FTT is a just way of ensuring that part of the ongoing cost of the GFC is recovered from the very people that caused it through speculative transactions made in the financial markets and institutions. It would be levied on all transactions of the financial market. This includes stock and futures exchanges and “over the counter” transactions as well.  So such a tax would be applied to all trades in stocks, bonds, derivatives and foreign exchange. No one person or group should be exempt from making a contribution to the common wealth.  [this is surely the argument used by  Obama to impose a realistic rate of taxation on the extremely rich]

FTT can be used as an instrument to reduce the destabilizing impact of financial markets as such taxes would increase the cost of speculative trading and could help lessen fluctuations of asset prices in stock markets, in exchange rates and commodity prices. It will have a minimal effect on the real economy since the tax would be limited to transactions between financial market actors. Activities such as payments for goods or transactions within the labour market, remittances and short-term inter-bank lending and any operations of the central banks, would not be subject to FTT.

What to use the revenue for?

The FTT will be levied on assets markets which are concentrated in a small number of countries. [US, UK, France, Germany, Switzerland, Japan, Singapore]. So the majority of the income would accrue to these host countries. We believe it would not be just for these countries alone to benefit from the FTT. After all assets markets are international in their scope and the whole world has been damaged by their behaviour. So it is just and equitable that a significant proportion of the revenue gained should be available by way of an international fund. We are convinced that the only appropriate body with universal scope to oversee this fund is the UN. 
Integrated approach, not operating in silos! 

We are happy to see the stress on using any resources from this tax to finance the dual needs of development (MDGs) and climate change. 

A financial transactions tax (FTT) is perfectly in line with the Monterrey Consensus that the first responsibility lies with the individual sovereign state to find the domestic resources to meet its development needs. 

A small amount for each transaction (suggested as being at the level of 0.05%) [As the indigenous song in Australia says “from little things, big things grow”], would generate significant amounts of revenue for governments to compensate for the gap caused by recent responses to the global crisis. More importantly it could be used for the development goals and to finance development needs (particularly the MDGs) over and above the traditional ODA.

The hope is often expressed that such a tax, by making short-term speculation less attractive, would slow the rate of excessive speculation that has characterized much of the behaviour of financial markets in recent times.  [A brake] It could also contribute to reducing the bloated finance sector relative to the size of the real economy.  There is a growing disconnect between financial transactions and real economy activities. As an example, today the value of derivatives trading is 66 times world GDP.  [Sarah Anderson, Chuck Collins, Scott Klinger, Janet Redman, and Kevin Shih. Taxing the Wall Street Casino. Institute for Policy Studies. Washington, DC. 2010.]  
Some of the taxes targeting the financial system seek not only to raise money for development but also to address this disconnect, and the imbalances in the global financial system that contribute to increasing volatility and that in many cases contributed to the global financial crisis.
The phrase “casino economy” has become common today to describe the fact that money has become the item of exchange rather than goods or services. So, while  we see a recovery of the financial markets, there is no accompanying recovery in jobs, production or in the income of ordinary workers.  

…………..
(Taken from Transforming Finance Group – Finance as a Global Commons)

To correctly reframe global finance as a commons, the finance system needs to incorporate the following commons principles:

· Stakeholder co-governance,

· Access for all participants without sudden, cyclical capital market disruptions,

· Acknowledge the intrinsic value and rights to the environment,

· Decision-making at the most local level possible (subsidiarity),

· A commitment to environmental sustainability and social justice globally.
Recent report “Broken Markets” by the World Development Movement shows how financial speculation has boomed, turning commodity derivatives into just another asset class for investors, distorting and undermining the effective functioning of agricultural markets.

These changes in the financial markets translate into increases in the price of food, and are having savage impact on the world’s poorest people who can least afford it. 

.

It calls for urgent action to introduce new rules to limit the influence of financial speculators and bring transparency and stability to these out of control markets.

Financial speculation has overwhelmed commodity markets that were originally designed as a tool to manage risk. Now financial speculators dominate the market. They account for over 60% of some markets, compared to just 12 per cent 15 years ago. So the issue of the financial markets and taxing such financial transactions is not a merely academic issue. It is indeed a matter of life and death for many people. 
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