DRAFT IN PROGRESS. EUROPEAN CROSS NETWORK – KEY POLICY DEMANDS FOR EUROPE IN THE G20

Fix the social and ecological crises, not the bank’s profits!
We call upon European leaders at the G20 summit and beyond to focus stimulus packages, bail-outs and regulatory reforms on people and the planet instead on profits for the few.
The EU and its member states have been responsible for creating a global financial and economic system that has led to the current crises. Yet, sound EU proposals to rework the system and fix its problems are not in sight. Jobs, justice and climate must be first priority and key objectives of all crises-related measures. 

The G20 agenda focuses prominently on measures to stabilise financial markets, restore trust and put growth. That reflects neither the need for urgent support for those who suffer from the current crises nor does it promote a major systemic shift that could help preventing the next crises. A "business as usual" will not lead out of the crisis. Rather, this crisis must be taken as an historic advantage to achieve a "major transformation" for the entire economic and financial system. 

We speak as a representative part of a cross network of European civil society organisations, demanding strong politics of change. We aim to achieve an equitable and environmentally sustainable world whilst maintaining and strengthening our democratic, participative structures. We want to ensure that European policies have the interests of people at their heart and are not driven by corporate and other vested interests. 
In this document we express our view on the crisis – or multiple crises as we state – and political responses to overcome the current and avoid the forthcoming. The following chapter lines out policy demands and proposals for immediate action to govern and regulate the financial and banking systems from a European perspective. The last chapter focuses on fiscal stimulus, bail-outs and regulatory reforms aiming at getting the economy back on track on a global level.
Regulatory reforms of the financial and banking sector
1. ” A broadened G8 is not enough to make global governance democratic”
Major economic governance decisions should be under the premises of a reformed and democratised UN. Civil society supports the proposed UN International Economic and Financial Conference. Governments should engage in the UN democratisation and reform process to identify potential new bodies/mechanisms for regulating and controlling globalisation. As recently proposed by the German and French governments, a “Global Social and Economic Council under the aegis of the United Nations” should be established with elected members on a regional basis and a rotating system involving the international institutions and participation of civil society.
2. ”Banks must operate within the scope of democratic control”
Promote public banks under democratic, participatory control and the establishment of new mutual and cooperative institutions. Consequently, actions should be undertaken in order to restructure and democratise banks, that have been bailed-out, at least their basic financial intermediary functions, on a permanent basis. The establishment of new mutual and cooperative institutions should be promoted in order to return banks to public interest.  

Establish public control on the composition of regulatory bodies and addressing conflict of interests. This includes the democratic and transparent processes to select regulators and supervisors and the establishment of sanctions whenever conflicts of interests arise. Any financial operator which operates beyond its domestic borders must be regulated and supervised by regional or international regulators and supervisors. Regulators and supervisors must not give any non-transparent and exclusive access to information and dialogue to the private financial sector but set instruments to engage all stakeholders and civil society organisations. Rating agencies must also be put under public control. Governmental supervisors, central banks and international financial institutions should be given the capacity to do ratings. 
Immediate measures 
· Combine bail-outs for banks with the imposition of public interest safeguards and democratic control mechanisms. Where temporary nationalisations or major public ownership plans are proposed, hearings should be organised in national (and the European) parliaments to discuss how the banks will be run. State participation in banks should be seized as an opportunity to transform the mandate of the banks themselves according to a social and sustainability vision. Financial institutions that profit from taxpayer-financed bail-outs should have to end their operations in and with tax havens.

· Restore a clear separation of savings banks and investment banks. Initiatives at national and international levels should be taken in order to dismantle universal banks and to (re)-introduce a clear separation of bank types according to their business. In this respect, commercial banks should be prohibited from lending money to investment banks or have a limited capacity to buy complex structured products from them. Similarly, investment banks should not be allowed to receive savings deposits from individuals or companies. Such a clear-cut division of labour among the banking system would prevent commercial banks from being negatively affected by the losses made by investment banks as a result of their speculative investments.
3. “Banks must operate on the democratic principles of accountability and transparency”
Banks and financial institutions and their directors should be legally responsible for social, environmental and HR impacts of the projects that they finance and support. They must have a legal duty of care not to commit or be complicit in human rights and environmental abuses. This will balance the legal duty banks currently have to maximise profits for shareholders. 
Immediate measures 
· Grant access to justice: Citizens and people affected by operations and investments financed or supported by banks and institutions should have access to European courts to hold banks accountable for these impacts. This should also include not proper reporting or insufficient disclosure of information. 
· Cancel privileged access: Banks and financial institutions have enormous (lobby) power and great influence over national, EU and international financial policies. Governments grant banks privileged access to decision making processes. Such privileged access should be cancelled and governments need to put consultations in place that include all sectors of society and all relevant interests. Advisory groups that are controlled by representatives of the financial sector should be abandoned.
4.  “Speculators must pay for their damage” 

Eliminate the shadow banking system by regulating all unregulated financiers and financial products. In addition, some financial practices simply should be forbidden. It does not make sense to establish regulatory frameworks and reporting standards, while at the same time allowing financiers to circumvent them through off-the-book transactions. For example, banks should not be allowed to create any structured investment vehicles and/or special purpose entities which allow them to avoid regulations.
Put securitisation under tight control and public scrutiny: All financial products allowed must have transparent criteria attached which prove that they do not have been built specifically for speculative purposes.
Curb derivatives: As with any potentially dangerous product – for example pharmaceutical products – regulators should demand robust testing before a product can be sold. Derivatives should be checked for their long-term impacts and whether they serve a legitimate hedging purpose (i.e. help producers to anticipate and adapt to price fluctuations). Only legitimate hedging instruments should be allowed. They should be standardized and traded in regulated exchanges. 
Immediate measures 
· A global moratorium on the use of derivatives until national governments have undertaken a review of all derivative instruments, with full public participation, to assess their potential for creating systemic risk: This would reduce speculation and allow time for the introduction of mechanisms to limit or ban derivatives in the long-run. As a minimum there should be a global moratorium on the use of unregulated over the counter derivatives in sectors like agriculture, energy, housing, land and foreign currencies.

· Introduce a global tax on currency and financial transactions: Such a tax would reduce speculation and allow funding economic recovery programmes in all countries, in particular in the Global South.
5. “No tax avoidance, no tax havens!”
No financial centre should be judged compliant if it provides in one form or another financial secrecy services, whether in the form of trusts or official banking secrecy laws and numbered accounts. Compliance should mean actually establishing satisfactory and transparent mechanisms for automatic, on request and spontaneous exchanging information multilaterally, and not just making non-binding ‘commitments’ or bilateral deals. All dependent, autonomous, crown and Outre-Mer, territories should be considered as integral parts of states they depend on for monetary, foreign and security policy and stop considering them as sovereign territories for all purposes of regulation, and international responsibility.
Multilateral efforts should be built around a UN Tax Organisation, built around the existing UN Committee of Experts on International Cooperation on Tax Matters.  Its purpose would be the exchange of information for assessment and collection of taxes. Regional treaties can complement the multilateral framework.  

Immediate measures

· Oblige multinational corporate groups to report on all their transactions on a country by country basis (both third-party and intra-group), labour costs and number of employees, finance costs (third-party and intra-group), profits before tax, provisions for tax and tax actually paid, and tangible asset investment, without exception for any jurisdiction. The International Accounting Standards Board (IASB), where such standards should be adopted, should be reformed from a private entity into a specialist Commission of the United Nations Economic and Social Committee, with appropriate input from stakeholders in civil society and business.

· Place a sanctioning financial transaction tax on transactions made with non-compliant jurisdictions, refusing the deductibility of interest or other payments to entities taking advantage of secrecy in such jurisdictions, to prohibiting the establishment of branches (or stakes in subsidiaries) in such jurisdictions.

· Exclude companies that do not comply from public procurement purchases at state and municipal levels. Set an additional surtax on the profits of transnational corporations that are non-compliant with the aforementioned measures to be distributed by the same unitary principles towards the countries they operate.

· No bail-outs to banks with headquarters in a tax haven, according to a broad understanding of that term, beyond the list provided by the OECD.

Getting the global economy back on track
1. Decent jobs and public services are essential for a sound economy”
Put jobs, justice and climate first: This economic model has failed in creating sustainable jobs for all, in feeding all people healthily, in preserving and maintaining the ecological basis for our survival, in creating and promoting equity and equality, in securing that the basic needs of all people on this planet are satisfied and hence human rights in their totality are implemented. We need public policies now which help to transform the economy towards one that satisfies basic human needs for all and hence ensures that all people enjoy the totality of human rights and into one that is rooted in ecological and social sustainability – promoting localized, low carbon economies, with a broad public sector.

Revert “wage dumping”, increasing investment in wages and unemployment allocations as a way to combat recession.

Stop privatisation of essential services providers such as water supply, electricity, public transport etc. De-privatise where appropriate. The EU should allow and promote the re-strengthening of pro-active public and social housing and land policies.

2. “Global economic justice requires an end to poverty and inequality”
Rethink WTO and free trade negotiations: With the economic crisis unfolding across the world, unemployment rates are exploding all over the world. Neither economic stimulus packages developed by the countries in the global north, nor the intent of governments to further liberalize markets and promote free trade as a solution, are the answer to deal with this economic crisis. The WTO agreements and bilateral and biregional agreements are part of the problem. They are designed to benefit transnational corporations in the first place, allowing them to expand their transnational structure of production. 
Avoid protectionism and false solutions: Pursuing at a national level strategies by which economic stimulus packages are implemented that are linked to conditions such as “Buy American” or relocating the production to that respective country is comprehensible but will not help to solve the crisis. 
Introduce responsible finance principles to prevent unsustainable and illegitimate debt for countries of the global south:  Moving forward, emergency funding being released or suggested is in danger of contributing to future unsustainable and illegitimate debts. Developing countries need debt cancellation, grant based finance or at least highly concessional and untied lending to enable them to tackle poverty and invest in their own economies. It has to be ensured that new emergency lending doesn’t contribute to further illegitimate and unsustainable debt. This includes the economic stimulus packages that some western countries are currently adopting which contain among others export credits and tied aid to promote their export industries. 
Institute fair and transparent debt workout mechanisms: In addition to the immediate stop of debt servicing by those countries hit by the crisis, further debt cancellation is also needed. In this sense, a new debt cancellation scheme is needed that is inclusive, impartial and faster in achieving results than previous debt relief schemes such as HIPC. All debt cancellation must be additional to funds received through Official Development Assistance.
Increase policy space for developing countries to manage their own economies without outside conditionalities or sanctions

Immediate measures:

· Economic stimulus packages that support the ecological transformation of the economy and create socially and ecologically sustainable jobs: The introduction of global financial transaction taxes and corporate taxes is needed to fund economic stimulus packages which aim at the ecological conversion of the economy – investment in public transport, in public services, in promoting sustainable agriculture, in sustainable energy production (this excludes nuclear energy or the promotion of agrofuels for transport) and to other climate change relevant investments. In the Global South, such funds must in particular be invested into the agricultural sector, promoting localized food systems, based on organic food production.

· Immediately stop debt servicing for countries in difficulties: At a time when developing countries are facing an unprecedented crisis not of their making, they must be helped to provide the same stimulus and support to their economies that we are witnessing through the large-scale packages in the North. Debt relief is critical to enhance government’s fiscal space to boost the real economy and maintain social spending, rather than using scarce financial resources to fulfil creditors’ demands. Countries in immediate need of funds to mitigate negative effects of the crisis on their population should be allowed to stop servicing their debts. No compound interest should be accumulated and there should be no repercussions for the countries freezing their debt servicing. Reducing foreign exchange outflows is the fastest, cheapest and most effective way of easing their balance of payments difficulties. This is greatly preferable to providing new IMF/World Bank loans or bilateral aid often tied to harmful conditionalities, or to expensive private sources of credit. Indeed, the argument that countries applying for such a debt cancellation scheme would lose access to the international credit markets no longer has any force as these markets have imploded. 

· Increase, according to clear public timetables, aid flows to support developing countries affected by the global crises.
· Reform of trade and investment rules: No conclusion of the Doha Round, and a halt of of all bilateral/bioregional agreements etc. A fundamental review of trade and investment rules and agreements and the development of a new approach is needed. Given the fact that agriculture is still the biggest provider of jobs and livelihoods in the Global South, and given the fact that food is a basic human right without which people cannot survive, developing countries must be allowed to reestablish border protection against imports sold below the cost of production or cheap imports. Governments must negotiate commodity agreements e.g. in tropical products to ensure a higher price for commodities for farmers. For that same reason public institutions and measures to counter market concentration must be established. 
