Definitely Not the G8: The FTT Episode, PART 1

(SONG 1) 

NARRATOR 1

This is Definitely Not the G8, progressive perspectives on international development and finance issues.

In this episode we look at the proposal for a financial transactions tax or “FTT.” It’s an idea that would fundamentally change the financing of international development projects, and could mean radical changes to the functioning of global financial markets. So what is an FTT?

 Clip 1 – DENNIS HOWLETT

01:46
IT’S  a TAX on all financial transactions, that includes stocks, commodities, currency trading…

…  THIS KIND of this tax would discourage to some extent that kind of trading.

02:56

Clip 2 – DENNIS HOWLETT ( CONT’D)

04:33 IT COULD  raise A significant amount of money, were talking about several hundred billion dollars…

… helping poor countries cope with the impact of climate change.

05:19

NARR 2

That was Dennis Howlett, the National Coordinator of Canada’s Make Poverty History campaign.

In this episode we will hear from a number of experts who will tell us why the FTT is an idea whose time has come.  

We begin with a look at the state of the global economy today, and speculative trading in particular.  This kind of trading is often cited as one of the causes of the 2008 global financial crisis. In the wake of the crisis, governments were forced to bailout the failing banks and pump billions of dollars in stimulus spending to save their economies.

Here is Rodney Schmidt, an economist at the North - South Institute. His work focuses on international development, governance and financial markets.

 Clip 3-RODNEY SCHMIDT:

03:33 Most trading, if you take a comprehensive sort of view, most trading is short-term, I think the figure is about 80%...

…you need someone to trade with, and your guess has to be better than your partners guess.

04:16

NARRATOR 3

Speculation can cause prices to rise above an asset's real value. This leads to the creation of "economic bubbles" such as housing bubbles. When a bubble bursts, a period of speculative selling cause prices to drop steeply, and a market can crash.

Clip 4 - RODNEY SCHMIDT:

11:49 There is a presumption that financial markets are too big, and there is a culture of risk. They are pursuing speed, complexity and innovation in financial instruments, without really understanding what they are doing and without being in control of the implications for risk.

12:13

NARRATOR 4

The current financial system favours traders, feeding revenue to them rather than to the governments and programs that need it.  This has led to a gap in global public goods--measures to fight poverty and climate change. 

Peter Bakvis is the Washington representative of the International Trade Union Confederation. As a labour advocate he is also a proponent of the FTT. 

Clip 5 - PETER BAKVIS:

04:23 The global public resource gap - there are two major elements. One is the commitments to fund climate change adaptation and mitigation programs…

…we've estimated that commitments total over 300 billion dollars on the part of wealthy countries and the FTT could quite easily raise most of that revenue.

05:34

NARRATOR 5

Mark Fried is the Policy Coordinator at Oxfam Canada, an NGO that works on issues of social development and human rights. Oxfam is a strong advocate for an FTT.

Clip 6 - MARK FRIED:

24:19 We need to find more sustainable ways of raising money…

… most trading takes place in New York, London, and Frankfurt.

25:03
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NARRATOR 6

But the FTT has been the target of much criticism. For example, some say this tax would only be effective if it was implemented universally.

Sarah Anderson is the Global Economy Project Director at the Institute of Policy Studies in Washington DC. She refutes this claim.

Clip 7 - SARAH ANDERSON:

13:33  The IMF has said that for this tax to be effective it would only need the top 5 or 6 economies to implement the tax…

… it really would be possible for countries to go ahead and do this unilaterally.

14:16

NARRATOR 7

Critics have also argued that an FTT would distort markets.

Clip 8 - SARAH ANDERSON:

15:10  On the issue of would it reduce trading activity, we admit it would…

… it would be a good thing if Wall Street were to shrink back to his size where it was serving the economy rather than dominating the economy.

16:12

NARRATOR 8

The idea of a tax to tame volatile markets is one with origins dating back several decades.

Clip 9 - RODNEY SCHMIDT:

40:05    The idea originated from John Keynes, for a general FTT in equities, and that was back in the 30s…

… so that argument is much much much more persuasive now.

41:03

NARRATOR 9

Most recently, the British charity War on Want began advocating for an FTT in 2001, and this campaign developed into the international Robin Hood Tax campaign. 

Numerous celebrities have rallied behind the cause: notable economists like Jeffrey Sachs and Joseph Stiglitz have voiced their support, as has Microsoft billionaire Bill Gates, and actors including Bill Nighy, who plays a miserly financier in this Robin Hood Tax campaign video called “The banker”

Clip 10 – THE BANKER

http://www.youtube.com/watch?v=qYtNwmXKIvM 

00:38  So the bankers would give how much from each deal…

… A TENTH OF A PERCENT? NO…

01:00

NARRATOR 10

Many nation states are also in favour of the tax.  Here is Dennis Howlett:

Clip 11 - DENNIS HOWLETT:

24:08 The citizens campaign has been strongest in Europe…

…As they become informed of the issues, more and more countries are coming on board in support.

25:32
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NARRATOR 11

That concludes part 1 of our 2 part podcast. In part 2 we will look at the political power struggles that are hindering the implementation of a global Financial Transactions Tax.

Part 2: The FTT at the G20

(SONG 1)

NARRATOR 12

You are listening to Part 2 of Definitely not the G8’s Financial Transactions Tax episode. In part 2 we will look at the FTT in the context of the G20.

The G20 was created in 1999.  It is comprised of the G7 countries—which are Canada, France, Germany, Italy, Japan, the UK and the USA; plus thirteen countries that are regional powers with strong, emerging economies. These are Argentina, Australia, Brazil, China, India, Indonesia, South Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey and the European Union. 

The G 20 was originally intended to bring together finance ministers from each of these countries, but when the global financial crisis of 2008 began, the G20  initiated a series of Leaders' Summits. 

Here is Dennis Howlett from Make Poverty History:

Clip 12 - DENNIS HOWLETT:

41:01 80% - 90% of transactions go through a few financial capitals…

…the G20 members are critical in shaping global consensus that makes it possible for agreements to be hammered out in the other fora.

 42:21

NARRATOR 13

Sarah Anderson from the Institute for Policy Studies explains the dynamics of the first Summit at which the FTT was discussed.

Clip 13 - SARAH ANDERSON:

18:09 This goes back to September 2009 at the G20 summit in Pittsburgh…

…  and they agreed to include the FTT in this paper.

19:39

NARRATOR 14

In April 2010 the IMF came out with its Report to the G20. It presented three options: the first was a bank levy that would be applied to a bank’s liabilities or assets. It would be similar to the tax Germany introduced in March 2010; the second option was a financial transaction tax; and the third was a Financial Activities Tax, or "FAT" tax, on bank profits and bankers' bonuses. 

Clip 14 - SARAH ANDERSON:

19:59  While at the end of the day they didn't come out and become cheerleaders of FTT…

…they favoured some other kinds of taxes but that would not raise as much money as the FTT.

20:42

NARRATOR 15

The FTT was on the table again in the summer of 2010 at the G20 Leaders' Summit in Toronto. Canadian Prime Minister Stephen Harper hosted. 

Clip 15 - DENNIS HOWLETT:

16:25 The Canadian government, partly in response to the FTT campaign, took a negative attitude to bank taxes…

 …There was support in the US and the UK for taxing back some of the funds given to these big banks as bailouts.

17:26

Clip 16 - DENNIS HOWLETT (cont’d)

18:11 There wasn't the same level of public anger in Canada, directed at the banks… …At G20 Summit in Toronto leaders didn't really make any progress on the tax rather they agreed to disagree.

19:00
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NARRATOR 16

The FTT campaign received a huge boost at the United Nations Millennium Development Goals Summit in New York in September 2010. Here, a group of 60 countries including Japan, France, Belgium, and Spain, issued a declaration calling for the adoption of an FTT to help finance efforts to achieve the Millennium Development Goals by the target year of 2015.

Here is Peter Bakvis of International Trade Union Confederation.

Clip 17 - PETER BAKVIS: 

07:15 The cost for ODA PRIMARILY TO REACH THE MDGS WOULD BE SOMEWHERE AROUND 170 - 180 BILLION DOLLARS…

…so we're supporting an FTT, one of the purposes of which would be to fund the Millenium Development Goals.

08:23

NARRATOR 17:

The UN has also suggested an FTT could be used to fund programs to fight climate-change. A 2010 report suggested that between 2 billion and 27 billion US dollars could be raised from such a tax.

Then came the G20 Leaders’ Summit of November 2010 in Seoul, Korea.

For the first time at a G20 Summit, civil society representatives were invited to meet with G20 negotiators or "Sherpas" as they are also known. 

Clip 18 - DENNIS HOWLETT:

29:00 The role of citizen groups in pressing for this tax is critical. Without their pressure gov'ts wouldn't be doing this on their own…

…don't give up, with your pressure and support we will be able to achieve this.

30:10

NARRATOR 18:

The G20 did not make any specific statement regarding an FTT at the conclusion of its meeting, but point #30 of the Seoul communiqué reads: "We reaffirmed our view that no firm should be too big or too complicated to fail and that taxpayers should not bear the costs of resolution."
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NARRATOR 19

The next G20 Leaders’ Summit is in November 2011 in Cannes, France; and the US and Canada will likely continue to holdout against the FTT at these meetings. French President Nicolas Sarkozy has been a strong advocate for the FTT at previous G20 summits, so civil society groups hope that, as host, he can bring the FTT front and centre. 

Clip 19 - DENNIS HOWLETT:

45:00   The host country always plays a key role and the fact that France is prepared to take a leadership role in this is very fortunate…

…it is partly in his interest to have policy that appears progressive

45:47

Clip 20 - DENNIS HOWLETT (cont’d)

31:30    There is a strong civil society in France, they formed a coalition…

… we are hopeful that 2011 will be the year to get an agreement on an FTT.

32:14

NARRATOR 20:

There is still resistance to the idea of an FTT among many states and financial actors, but Civil Society will continue to push for its adoption.

Sarah Anderson describes the future of her campaign.

Clip 21 - SARAH ANDERSON:

26:44 We are looking to our allies in Europe to lead this process in the next couple years...

… that is something that can really change the dynamic here in the US and the reason we are working so closely with our allies in Europe and around the world.

27:22

NARRATOR 21:

Here is Mark Fried of Oxfam Canada, with a final appeal for the adoption of an FTT.

Clip 22 - MARK FRIED:

25:55 Civil Society is pushing for this because we recognize it is financial traders who benefited enormously from the excesses that lead to the financial crisis…

… it will take a big movement with people around the world pushing their governments to adopt it.

27:01

NARRATOR 22:

You have been listening to the Halifax Initiative's Definitely Not the G8 podcast and the case for a Financial Transactions Tax. You can find out more about the FTT, the Halifax Initiative and its work at: www.halifaxinitiative.ca. 

Here you can also find additional Definitely Not the G8 podcasts about the G20, and the Millenium Development Goals.

The Halifax Initiative wishes to thank the Canadian Auto Workers’ Union--without its financial support these podcasts would not be possible.

For Definitely Not the G8, I’m Jessie Rust-Smith.  Thank you for listening.
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