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FINANCIAL SECTOR TAXES – RESPONSE TO THE EUROPEAN COMMISSION CONSULTATION

In April 2011 the NUT responded to the European Commission consultation on taxation of the financial sector.  The European Parliament has expressed its support for a financial transaction tax, and the European Council has resolved to develop the idea of a global tax.  This document highlights the key points from the NUT response.

· The financial sector is responsible for the current crisis, yet has returned to high levels of profits and bonuses.  

· Banks are using the spread between their own lending rates and the historically low Bank of England base rates to boost profits.  They are hiding the impact of bonuses by restructuring pay arrangements, temporarily deferring bonus payments and paying bonuses in shares. 

· Meanwhile the public sector is expected to pay the costs of the speculative, destabilising activities that caused the last crisis and could cause another.

· The public sector cuts offend against the principles of social justice by cutting areas of investment essential for the whole of society to pay for the mistakes of the financial sector.  

· Cuts are already hitting the economy.  They will cause irreparable economic damage but ignore the real cause of the crisis.

· International co-operation on financial sector taxes would be welcome, but its absence should not prevent action by individual countries.  

· The idea that financial sector taxes would result in companies pulling out of the UK or passing on the costs must be challenged.  Evidence has shown that such taxes do not drive out financial activity – the UK already has a share transaction tax that operates successfully even though it is not used in other countries.

· The whole range of financial sector taxes must be looked at.  
· A financial transactions tax would be highly progressive, impacting on richer income groups.  It should be applied to transactions such as stocks, bonds, foreign currency and derivatives.
· A financial activities tax on excess profits could supplement effective national or international transactions taxes.
· Any bank levy should be ring-fenced for use as public sector investment – the UK levy introduced earlier in 2011 failed this test.

· Supplementary taxes on the financial sector would be: 
· progressive – targeting the most profitable industry on the planet; 

· socially just – ensuring that the sector which caused the crisis and has benefited from taxpayer bailouts makes a greater contribution to society in return;

· socially useful – the taxes could prevent the damage to our social fabric that the Government’s cuts will cause; and

· economically rational – the taxes could be used to invest in the public 
· sector, which is a key engine of growth and distributor of wealth. 
