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A. “Systemic Issues: the role and potential of the U.N.” 

Introduction
When I am trying to encourage groups to take an interest in Financing for Development, I stress some of the particularities which I found attractive as a grizzled veteran of NGO was in earlier days:

· The Financing for Development process is a “big-tent”. It brings under one umbrella the UN and the major multilateral economic bodies, the WTO, the Bretton Woods Institutions, etc.

· If one is concerned with how the whole system operates, then this is one place where you can discuss those issues and examine the potential for systemic change.

· Further, as distinct from the General Assembly, the process has been, from early on, open to engagement of civil society organizations as well as the private sector.  Accreditation to Monterrey and successive events has been open, without the more formal ECOSOC NGO Consultative Status being a necessary pre-requisite.

· Finally, the FFD process has been a zone of some procedural experimentation and collaboration with CSOs in substantive projects.  
Hearings where ideas and proposals can be presented at greater than incidental length have been initiated, and will be celebrated again on Monday next.  
This paper is based on addresses to the International Seminar: Money may not be everything, but…Civil Society Perspectives on Financing the International Development Goals”  Bonn, Gustav-Streseman-Institut, 15-16 October, 2007 and at an international consultation on governance and financing issues sponsored by UBUNTU in Barcelona, December, 2007. Thanks to Eva Hanfstaengl, Jens Martens and Roberto Bissio for their suggestions.

· The General Assembly has held dialogues on Financing for Development in which civil society as well as other stakeholders are engaged, albeit with greater limitations on time and participation. 

· The ECOSOC holds annual meetings with the financial and trade institutions, in which, once again civil society and the private sector are invited.
· The FFD office has collaborated with the Friedrich Ebert Foundation in organizing a series of consultations on the issue of financing basic utilities for all, as well as other collaborations with business groups and the New Rules coalition in Washington.
So, this is a relatively open and transparent process, with the limitations of an inter-governmental body, but a significant space for the advancement of key ideas and assessments.
The “big tent” and how to use it
There is one potential use of the “big tent” which has not yet to my knowledge really been explored, and that is the integration of the UN Human Rights Centre and human rights frameworks, and the involvement of key bodies concerned with environmental change.

The Monterrey and post-Monterrey agenda includes systemic issues including issues of the purpose and governance of the Fund and the Bank. 
Perhaps the most important starting place is found in the Secretary-General’s statement that “Strong and effective governance in all global institutions must be built on the basis of the accountability of their management and governing boards.  Global economic decision-making should, as much as possible, be consolidated in international institutions of a universal natures – those that are part of the United Nations system – rather than in limited ad hoc groups.” (GS.115)

With this, one would want to affirm conclusion 5 of the recent FES retreat: “broader international space is required for international financial policy discussion among all relevant stakeholders, including from all interested governments of the North and the South, the private sector and civil society.”

One of the reasons for pressing forward with this suggestion is the need to strengthen transparency and participation in global economic governance, meeting emerging problems and encouraging internationally agreed standards, and extend regulatory oversight.  (GS 121-123)

One of the achievements of Financing for Development was to draw the major institutions into the UN tent, with greater or lesser reluctance and/or commitment. I believe efforts should be concentrated on strengthening its effectiveness, ensuring participation not only of development and finance ministers but the key directors and policy people from the related multilateral institutions.
A related, new and potentially useful “space”: the Development Cooperation Forum, related to the ECOSOC.  This body, initiated briefly in Geneva this past July and having a full session in July, 2008, brings together donors, recipients and civil society. It can be a “universal” alternative to the Paris OECD processes in addressing strengthened aid effectiveness (FES)

There are additional items which emerge from the Secretary-General’s report and the FES retreat in September:

· There has been no continuing political body in which the agenda of Financing for Development could be advanced, apart from the bi-annual High Level Sessions of the General Assembly. Thus the creation of a UN Committee on Financing for Development could “serve as a more dynamic and permanent forum to address issues related to the follow-up of the ”Doha Conference…and could serve as a continuing interface, at the intergovernmental level, with relevant bodies of the Bretton Woods institutions, the WTO and other stakeholders. Another variant of this proposal is an ongoing UN “Forum on Financing for Development” inviting the active engagement of finance and development ministries, key multilateral institutions and non-governmental stakeholders (GS, FES, EH)

· The annual meetings of the ECOSOC with international financial and trade institutions, could be made more substantive, and CSOs who have participated would, I’m sure have ideas on how to strengthen them. So an evaluation of the meetings with recommendations for their enhancement would be in order.  Our Institute in cooperation with GPF-E and others has suggested just such a study. (SG)
· The existing UN Committee of Experts on International Cooperation onTax Matters is an important alternative to OECD discussions on the subject,  and has worked on a model double taxation convention. It could be upgrated to become an inter-governmental body, where it can reach stronger international agreements, and where it could undertake initiatives in combating tax evasion, taxation of services and natural resource use, etc.(GS/FES)

· The recent FES retreat report includes a sentence which could be pregnant with possibility, and invites more work by civil society groups as well as academic and government experts: “systemic thought needs to be given – as in the international process leading to the Doha Review Conference – to extending the range of financial sector activities that require official oversight, for instance: rating agencies, hedge funds, private-equity funds, asset-backed securities.” (7)

The Financing for Development process is a big tent and has an extensive agenda.  I think there are defensible rationales for keeping it that way.  However to really ensure that it is a forum for advancement and not just for talk, it needs to be fed and goaded.

Therefore, the organization of what we might call “ginger groups”, like the Leading Group on Solidarity Levies, groups of the willing, perhaps, who will advance applied research, develop pilot initiatives, implement them, and continually press the broader community to join and act, is key.

Looking forward to and through Doha we need to ensure a synergy between the Leading Group and the overall process, moving the overall community to endorse and implement initiatives developed in the Leading Group, including the airlines solidarity levy, the CTT, action on tax havens and south-north leakage and other ventures.
Organizing for opportunity

Finally, but firstly we need to animate our colleagues in ensuring that the windows and doors opened by the General Assembly resolution on the Doha conference and process are used effectively.The FES retreat suggests focus “on substantive discussion in informal formats” which “could include intensive and short-duration multi-stakeholder working groups on specific high priority issues” as well as regional meetings on salient issues.”  W.e now have a schedule of six sessions organized on the thematic chapters of the Monterrey Declaration, and hearings in mid-June for civil society and the private sector. How are civil society organizations organizing to make best use of these events.
Remember that the key dimension would be a process which permits substantive engagement between CSOs and their national governments.  In the conferences of the 1990s and review conferences like Geneva 2000, we achieved CSO representation on official delegations, and the periodic preparatory committee meetings permitted substantive advocacy at home as well as at the UN in New York or Geneva.  This was also the case in the preparation of the Monterrey conference itself.  It should be core to what we plan and implement over the next weeks and months.
B. “One key dimension: Innovative financing and the Leading Group: moving the agenda forward” 

Introduction

Let’s focus on one way in which civil society organizations and some governments are attempting to advance innovation.  First I want to introduce a technical paper published by the North-South Institute and presented to the General Assembly in their hearing and roundtable in the fall of 2007.  Then I will some reflections on the Leading Group on Solidarity Levies and our roles and responsibilities as CSOs therein.

Paris and the Leading Group
At the Paris Conference, 22 months ago, the prospect of additional, sustainable and predictable revenues – beyond the fluctuations of donor ODA – for development and for key urgent human needs like combating disease was lifted up.  It’s a vision we should not let go.  The Conference set in motion the Leading Group on Solidarity Levies for Development.
The Currency Transaction Tax, moving to implementation
The debate on global taxation or global levies has moved significantly, particularly in the last two years, really beyond feasibility, to revenue estimates, implementation and governance.

My colleague at the Institute, Rodney Schmidt, has dedicated himself to the issue of defensible revenue estimates and assessment of market impact of a CTT, looking at the four most important tradeable currencies in play.  His most recent paper “Rate and Revenue Estimates” is available to you this morning, and will be introduced Monday next in the Financing for Development Hearings at the General Assembly of the UN in New York.

As the expertise is Rodney’s, not my own, I will not attempt to convey the details of the rationale and research in the paper.  Let me instead simply refer to several highlights:

· The paper is based on very conservative assumptions.

· The paper assumes contemporary transaction management by central banks, utilizing the SWIFT central messaging cum netting system.

· The estimates are based on foreign exchange markets as they were in April, 2007, the month of the latest Bank for International Settlements survey of foreign exchange activity.

· The CTT rate assumed is 0.5 basis points.

· The impact on foreign exchange transaction volumes could be a fall of 14%, but given the continuing expansion of foreign exchange markets, if a CTT had been applied since 2004, market size in 2007 would still be the largest ever for all the major currencies.

· Thus, Schmidt concludes that “it is unlikely that a CTT of 0.5 basis points would disrupt either exchange rate behavior or market liquidity.”

· A coordinated CTT of 0.5 basis points on all major currencies – the US dollar, the pound, the euro and the yen – would yield an annual revenue of US$ 33.41 billion.  A CTT levied only on the US dollar against all other currencies would yield almost as much US$ 28.38.

The CTT in context
How does this potential revenue stack up against other alternative sources?

· The IFF and IFF im are not really additional sources raising new revenues, they simply bring forward normal flows.

· A issue of Special Drawing rights by the IMF for development might only happen once.

· The airlines levy is raising about US $200 million per annum and could grow extensively if other countries join, but still a quite modest revenue source.

· A carbon tax could raise between US$130 billion and 750 billion per annum, and thus has the greatest potential, but is intended to reduce the emissions on which it is based.

As Schmidt concludes the paper regarding the CTT “we know how to implement it. …we also know that it can raise at least US$ 33 billion of independent, global and stable revenue each year.  This is a conservative estimate…”
The Leading Group or Group Pilote

The Leading Group which emerged from the Paris Conference 22 months ago has had leadership from France, Brazil, Norway, the Republic of Korea, and now Senegal. Having met in September in Seoul, it plans to meet later this spring in Dakar.  The Senegalese NGO consortium, CONGAD, is preparing for NGO presence.

With regard to the Leading Group, I believe that civil society organizations have some investment tied up with this process and should invest some effort in increasing its value.

The fundamental issue at the moment is its survival as a viable process for advancing from concept to pilot and thus to implementation of a few key ideas that would yield significant resources on a sustainable basis for use in development and environmental urgencies.

There are a several elements that have given meaning and meat to the process thus far:

· A technical group of country-appointed experts, not diplomats, who advanced a list of possibilities to explore or develop.

· A relatively open and collaborative process in which CSOs have been participants, resource people and sources of technical research and papers.

· A setting in which ministry officials, often from foreign and development, and even health ministries, as well as or instead of the usual finance ministries, could be engaged with CSOs in discussing both short-term and longer term proposals of substance and merit.

· An element of accountability, that is a place where reporting on progress of certain pilot ideas can and does, to some extent, occur.

· Up to now at least some resources for CSO participation have been provided by host governments, and in the case of the Oslo meeting, the Norwegian government hosted a preliminary seminar, and sponsored two major CSO-authored papers, on the CTT and on tax havens and south-north flows.

There are some weaknesses, of course, chief of which from the point of view of many CSOs has been the reluctance of countries other than France to commit to pilot leadership.  The UK has led on the IFFIm, but some would question whether that is really additionality.  Chile, Korea and some others have joined the airlines levy, but with clear limitations.

A further weakness is the use of the mechanism to advance ideas which are viewed by many as opportunistic or questionable from the point of view of real additionality and development assistance, notably the continued fixation with remittances and the Advanced Market Commitment initiative on vaccines.

There are possibilities of the Leading Group which have as yet been inadequately explored, by CSOs as well as government.  For example, the airlines levy was brought into being remarkably quickly and with concrete and measurable results.  However, this important pilot is still limited to a few countries and raising much less money than it could.  Further I do not believe that the hopes of a number of NGOs for a political leadership role for UNITAID have been in followed up.  The incipient alliance of AIDS service organizations and financially-specialized CSOs has not flowered as it might have.

Looking forward, what needs to be done? I was not at the Seoul meeting, but let me speculate a little:

1. we need to make sure that the Senegal meeting is a success. I believe we should work to make sure there is significant CSO representation and activity at and around the meeting, but also that governments are encouraged to be represented at a high or better, an effective, level.

2. if the meeting is not simply to reproduce conversations already rehearsed in Brazilia, Oslo and Seoul, there needs to be new substance both in a sense of deeper exploration of a few agenda items, and addition of some new material.

3. to ensure this, there should be a meeting of the technical group, which may have gone quiet.  If no country takes the initiative, then could not a CSO consortium or foundation initiate such a meeting.

If the Leading Group is to continue to demonstration its potential for pilots, we need immediate focused action to engage country leadership in one or more areas.  The most urgent is to operationalize the Oslo commitment to a working group on implementation of a CTT.  We almost succeeded in Oslo in getting Norway to take the chair, but the Norwegian finance ministry was not agreed.  There has been some speculation that Italy could do so. European groups may be able to achieve this.  An important alternative is Brazil, not least because it was a co-parent of the original initiative, it is a leading “Southern” country, and it has an operating domestic tax on financial transactions.

Thinking about success: issues of governance

At the November, 2007 Commonwealth People’s Forum in Kampala, Uganda, we had about 100 people, mostly Ugandans, talking about Financing for Development and innovative sources of finance, a very lively discussion.

In my sub-group discussing global levies, like the air ticket tax, people were quite clear: “More funds are needed, but if they come in the same ways, via the same channels as before, then they may not be useful.”
This is a fundamental challenge against which any of the innovative proposals should be measured.
Let us suppose we are successful in achieving the implementation of a C.T.T., a tax which would yield many multiples of resources compared with the airlines levy.

While linking it to a particular objective – health, fighting climate change, funding UN led development efforts – might be useful in winning acceptance and support, such a tax would yield sufficient resources to serve perhaps several purposes, several MDGs or several agencies.

A very useful study was prepared by John Langmore and Anthony Clunies-Ross, called the Political Economy of Additional Development Finance, published by UNU-WIDER in September, 2006.

They start from the assumption of a tax yielding large revenue flow, and the issue of how you would guarantee acceptance of the tax through utilizing institutions that already have acceptance.

In simple terms their approach includes:

· Using a UN body, they suggest the General Assembly, to set the framework for allocation, partnerships, evaluation, etc.

· Using the World Bank as the administrative institution

They argue that to be plausible, any scheme must have a reasonable prospect of being generally acceptable, especially to the governments of those countries that would see themselves on balance as donors.  It must combine trust, legitimacy and a reasonable prospect of efficiency.

Allocation decisions would have to be made by a body which had these qualities, was transparent, and viewed as efficient.

Some body would have to make decisions about purpose, to what ends would allocations be devoted? would they be used to support existing multilateral development institutions?
What would be excluded?  These decisions might initially be part of the bargaining to create the fund.
How would they be delivered? This is essentially the focus of my Uganda workshop participants, a number of whom were community activists, small anti-poverty and self-help NGOs. How would it be any different from current channels which leave them feeling marginalized and left out?

What Langmore and Clunies-Ross foresaw was essentially the following:

· A constitutional “bargain” which would have to involve big players like the G-8 and/or G-20

· A division of functions: the General Assembly would decide the broad policy questions, purposes and limits, and review/monitoring functions.

· It would do so on the advice of a technical drafting group composed of experts from the UN secretariat, the Bank and the Fund.

· The World Bank would use IDA or a modified IDA or a new arm, to allocate funds.  This they argue is better than a leap in the dark.

· Auditing would happen through the Bank’s own process.

· Monitoring and evaluation would be in the hands of a Committee appointed by the General Assembly.

This is one proposal regarding the governance and allocation of a global fund resulting from something like a CTT that I’ve discovered.  You may know of others.

But starting with this one, what are we to think?  Personally I have difficulty believing that a project with the Bank at its core is going to win a wave of campaign support from civil society organizations.   I also wonder if the Langmore/Clunies-Ross proposal has the elements necessary to satisfy the Ugandan civil society folk.

How should civil society advance this debate? Who would we want to engage? What further work is necessary?
Conclusion
If we look back to Geneva 2000, through the “ice age” when global taxation was a forbidden theme, to the Paris Conference and Chirac’s call to tax the profits of globalization, and then to the implementation of the airlines levy and UNITAID, we can see that a tiny seek – the approval of the right to study the issue – has grown in almost unexpected ways.  Having achieved the Leading Group, we should not allow it to fade or become just a talk shop.

Just as civil society made the Tobin Tax one of the chief lobbying issues at Geneva 2000, then collaborated in advancing the airlines levy and UNITAID, we need to use the Group and the Financing for Development, to move other pilots into operation, most practically the CTT.
� John W. Foster (Dr.) is Principal Researcher, The North-South Institute. 
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