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The Time to Act is Now

A presentation by David Hillman of Stamp Out Poverty and the Robin Hood Tax campaign at the Ninth Plenary Meeting of the Leading Group on Innovative Financing for Development, 

held in Bamako, Mali, on 24th June 2011

1. Introduction

Chair, distinguished delegates, 

Thank you to the Malian Government for hosting the 9th Plenary Session of the Leading Group. It is an honour to be here and to present to you and as ever a great pleasure to see familiar faces from previous plenary meetings.
Since 2006 when Stamp Out Poverty first introduced the subject of the Financial Transaction Tax (FTT) to  this group, great advances have taken place, making 2011 potentially a tipping point for significant progress.
In my presentation I would like to put to you why the FTT is simple, timely and how this group of pioneering countries can play a critical role in the coming few months in turning this idea into reality.

Firstly, tax may not be the most popular idea but it is hardly controversial. Most countries have income tax, most, in fact, have common transaction taxes in the form of VAT. Here, we are talking about taxes on financial transactions, that is taxes on transactions of shares, bonds, derivatives and multi-million dollar deals of foreign exchange, undertaken predominantly by financial institutions.

2. Financial Transaction Taxes: common place?

So, let’s see: are FTTs unusual or common place? Well, in fact, over the last few decades, FTTs have been introduced in more than 40 countries
, either on a permanent or temporary basis, levied at various rates bringing in varied amounts of revenue. You might be surprised to learn this includes 7, out of the 8, G8 countries.
In fact around $23 billion is currently being raised annually by just 7 countries through FTTs. Almost half of this revenue is raised by the UK and South Korea, which both have a 0.5% tax on share transactions.
At present there is a random patchwork of FTTs, some large, many very small. For example in the USA, the securities regulator – the SEC – is self-funded by a transaction tax on the volume traded on exchanges. The tax rate is tiny at 0.00257% but raises the not inconsiderable amount of $1 billion a year. 
What we need now is for large financial markets to be brought into taxation and for these funds to be directed to provide additional sources of finance for development.

It may well be best to start with rolling out taxation on share transactions, since we have so many examples already of this working successfully, then rolling this on to bonds and derivatives - but the prize is undoubtedly foreign exchange.

3. Currency Taxation Levy

This is indeed the recommendation of the experts’ report of the Leading Group’s FTT taskforce. The foreign exchange market has grown exponentially over the last few decades. It was worth $4 trillion per annum in 1973, it is now worth $4 trillion a day
. The market grew by 70% in the three years between 2004 and 2007, and a further 30% from 2007 to 2010 during the worst financial crisis since the ‘Great Depression’ of the 1930ies.  Such a robust market is a perfect candidate to be the base for the long-term, predictable and substantial funds needed to meet global public goods such as the Millennium Development Goals.  At a rate as low as 0.005%, the revenue that could be generated from the world’s most traded currencies is $45-50 billion per annum.
4. Why is it technically feasible? Who pays?
Essentially, collection of revenue from FTTs is technically feasible because nowadays financial markets are computerised and automated.  Developments such as ‘Real Time Gross Settlement’, ‘the Continuous Linked Settlement Bank’ and ‘SWIFT messaging’ mean payment at the point when deals are settled is simple to implement
 and hard to avoid.  

Who pays? The cost will fall primarily on richest institutions as they undertake the most financial transactions. 
A particular question that often arises when speaking on the African continent is: ‘would a tax on foreign exchange increase the cost of migrant remittances?’ The answer to this is: ‘no’. This is because the tax is directed at the wholesale market in foreign exchange, not the retail market. The wholesale market in currencies is completely separate from the retail market operating on completely different margins. One involves handling money: transportation, security, insurance, retail staff; the other does not, it is conducted in cyberspace.  With retail, in an airport for instance, you can often pay in the region of 3% for the currency you buy; in the wholesale market, costs are measured in hundredths of 1%. Although both markets involve the buying and selling of money, the differences in scale are so considerable, that to all intents and purposes one market does not impact on the other.
5. Recent Political Progress
In 2011, the FTT has made considerable political progress. The context for this is the support that has been given by French President, Nicolas Sarkozy, most particularly in the year when France has hosted the G8 Summit and will host the G20 Summit in November. Germany has also shown a strong intention to move in this direction by stating that it intends to include revenue from an FTT in forthcoming State budgets.
In the last few weeks alone, parliamentarians in France, Belgium and Brazil have joined hundreds of Members of the European Parliament in voting for the FTT.  In just the last few days, the President of the European Commission, José Manuel Barroso, and tax commissioner, Algirdas Semeta (who has always been an implacable opponent of the FTT) have both come out publicly in favour of it.
This remarkable progress is due in part to an important shift in approach. The old obstacle that all countries need to implement the FTT for it to work has given way, in light of the existence of so many unilaterally-applied FTTs, to an understanding that progress is possible either through a small grouping of countries proceeding together, such as the Eurozone, or alternatively through a coalition of willing countries, potentially led by France and Germany. 

As far as civil society is concerned, the Robin Hood Tax Movement is growing rapidly. Our recent International Day of Action saw activity by networks representing more than 2,000 organisations and millions of citizens in more than 40 countries, up from 25 countries a few months ago. The FTT may well turn out to be the most popular tax in history!
Finally, as some of you will know, President Sarkozy has asked Bill Gates to write a report to be presented to the G20 leaders in November on how to increase finance for development. This is of course a considerable opportunity, and I appeal to the Gates Foundation to lend their weight to the FTT proposal because their support is influential and could make a critical difference.

6. Next Steps
In conclusion, the Leading Group continues to play a unique role in developing, incubating and giving birth to new initiatives to bring additional revenue to benefit some of the poorest and most disadvantaged people in the world. In New York in September of last year, with the publication of the Leading Group’s Expert’s report recommending the Financial Transaction Tax, the FTT Declaration was launched. This was a significant moment as, with their signature, Belgium, Brazil, France, Japan, Norway and Spain became the first countries in the world to officially endorse the FTT. 
Now is the time for as many countries as possible to step up to the plate and become signatories too. At every occasion from the Africa Union conference in the next few days to the G20 Summit in November, it is vital for countries to express their support for the FTT and to encourage others to do so, to play a part in creating an atmosphere where it is no longer a question of ‘if ’ the FTT will be implemented, but ‘when’.
If this is the tipping point year for the FTT, be part of the push to achieve it. One way to do that is to sign the Leading Group’s FTT Declaration. Your countries’ voice could be the difference between success and failure. We are on the very edge of making this happen. Let us not delay: the time to act is now!

Thank you.

� These countries include: Argentina, Australia, Austria, Belgium, Brazil, Chile, China, Colombia, Denmark, Ecuador, Finland, France, Germany, Greece, Guatemala, Hong Kong, India, Indonesia, Ireland, Italy, Japan, Malaysia, Morocco, Netherlands, New Zealand, Pakistan, Panama, Peru, Philippines, Portugal, Russia, Singapore, South Africa, South Korea, Sweden, Switzerland, Taiwan, UK, US, Venezuela, Zimbabwe.


� With 250 trading days in a year, this means the market has grown by 250 times in this period.


� Technical implementation would principally involve the writing of a few extra lines of software code. 
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