France Studies Five Global Tax Proposals to Finance Development Aid
The idea of a global tax to finance the fight against poverty is gaining ground, reports Le Monde (France). On Tuesday, Sept 14, 2004, a work group composed of experts, civil servants, NGOs, and private sector leaders, presided over by Jean Pierre Landau, the French Inspector of Finances, released a report on a global tax scheme titled "New International Financial Contributions," commissioned by French President Jacques Chirac. This initiative was prompted by the observation that the Millennium Development Goals-cutting poverty in half by 2015-could not be accomplished without an extra $50 million per year financial support [Editor's note: the article cited states "$50 billion"], according to the World Bank. The reports puts forward five proposals: implementing a tax on air and maritime transport, on financial transactions, on multinational companies' profits, or on arms sales.
Market News International reports that the study concludes that the pressing needs of the developing countries for adequate, reliable and fully concessionary financial aid oblige the wealthy countries to explore innovative funding sources beyond private philanthropy or the UK proposal for an International Finance Facility. "There's nothing revolutionary here," group chairman Jean Pierre Landau said. "It is not necessary to upset existing legal organizations to have an international tax." Taking development aid as the overriding goal, the report suggests this could be combined with dissuasive taxes on carbon dioxide emissions. A minimal Tobin-type tax on financial activities, excluding very short-term transactions, could also raise certain sums. The report also examines taxes on multinational organizations or everyday financial activities, like credit card payments, as well as the creation of an international lottery and the use of Special Drawing Rights to fund development.
La Tribune (France) adds that Landau insisted that the reports was "not a plan of action, but an exploration of rational, feasible and socially fair solutions that are politically acceptable." The report did not give priority to any one proposal because the idea is to create maximum space for debate to avoid closing off options and turning states off the plan. A tax on financial transactions would be low enough not to perturb market mechanisms, around 0.001 percent. All taxes would be levied on a national basis.
Le Monde further reports that the only potential obstacle would be that none of the proposals presented can be implemented without international cooperation. No global parliament exists to rule on this tax, and its adoption thus depends on the consent of states. However, no such consent exists today. Northern European States, including Denmark, Norway, the Netherlands, and Sweden oppose the plan because they already dedicate 0.7 percent or more of their GDP to development aid, as recommended by the UN. The United States is opposed to any tax imposed by foreign initiative and in 1997, passed a legislation that no contributions would be made to any international organization supporting the idea of an international tax on individuals and companies. Developing countries also fear that such a tax would mean that developed countries would stop trying to reach the goal of contributing 0.7 percent of their GDP to development aid.

Les Echos (France) notes that the French report will be presented on September 20, on the side of the UN General Assembly in New York, as part of a join report between France, Brazil, Chili and Spain titled "Innovative Finance Mechanism," and aiming to tackle the issue of world hunger and poverty.
Le Monde further adds that the French work group said that " the two initiatives reinforce each other." The joint report issued by the four countries goes further than the French report in that is calls for the commitment of governments. It especially supports the ideas of a tax on financial transactions and arms deals. Luiz Ignacio Lula da Silva, Brazil's president, underlines that spending on defense uses up considerable financial, material and human resources that could otherwise be invested in social programs. Fifty heads of state are scheduled to attend the UN meeting. The four countries hope this will prove an opportunity to rally others to their cause.
Reuters also notes that Henri Rouille d'Orfeuil, president of the NGO South Coordination, pointed out that mentalities were evolving about the issue of a global tax: "For the first time, this initiative comes from political sources. Previously, it was an issue only tackled by militants and academics," he said.
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