
Human-induced climate change 

poses one of the greatest threats to 
st

mankind in the 21  century, with a 

very uncertain future. Time is 

running out in our endeavour to 

limit the global temperature rise to 

1.5⁰ Celsius by 2030. A recent UNEP 

report points out that the flow of 

funds will need to double by 2025 

and triple by 2030 if we are to limit 

temperature rise, halt biodiversity 

loss, and achieve neutrality in land 

degradation.

Loss & Damage Fund

The Loss and Damage 

(L&D) Fund, a key outcome of 

the COP 27 summit in Sharm-el-

Sheikh – has been set up to assist 

developing countries that have been 

harmed and are particularly vulnerable to 

adverse effects of climate change. It was 

acknowledged that L&D due to climate 

change inflicted significant financial costs 

on developing countries. However, the 

fund concept has been criticised because 

of a lack of clarity on issues, particularly 

generating requisite proceeds.

A Universal Financial Transaction Tax 

(FTT) could help the world overcome this 

barrier by enabling access to a definite, 

sustainable finance stream. An FTT is a 

small levy applied on trading stocks, 

bonds, derivatives, currencies and other 

financial instruments, with a much wider 

range of applications. 

The transitional committee, set up to 

make recommendations on 

operationalising the L&D Fund, could 

contemplate a Universal FTT as a solution 

when it expectedly holds its first meeting 

in March 2023.

Range & Potential

Many countries, 

including India, China, 

Belgium, United 

Kingdom, France, Italy, Brazil, Malaysia, 

Belgium and Sweden, already have some 

form of FTT. India levies a Securities 

Transaction Tax (STT) on financial 

instruments. 

According to a 2019 study, the baseline 

scenario estimates for a Universal FTT 

stand at US$237bn per year, including the 

current collection levels. A more optimistic 

scenario, pegs collection estimates at a 

minimum of US$419bn, based on the 

assumption that relocation and evasion 

effect has decreased by 50 percent. A 

Universal FTT, based on the share of 

individual countries in financial securities 

transactions, could deliver a viable 

solution.

Framework

The G20's demonstrable 

success in helping shape 

the global minimum 

corporate tax framework reflects the 

forum's ability to pursue ambitious 
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outcomes. A feasible solution for 

distributing proceeds of a Universal FTT 

could be the creation of a repository 

under the aegis of the United Nations. 

The G20, under 

India's ongoing 

presidency, could 

suggest the creation of 

a democratic repository to serve as a 

platform where proceeds could be parked 

and then distributed towards meeting 

specific goals. Countries themselves 

should collect the proceeds before being 

deposited. 

An overarching framework may be put 

in place which would cover healthy 

standards to be followed vis-à-vis 

assessment, collection, distribution, 

reporting and auditing. In this scenario, 

countries may follow their collection 

mechanisms in line with their respective 

laws – while being driven by a common 

standards framework.

Conclusion

The significant proceeds, which a 

Universal FTT would generate, could inject 

much-needed vigour in the global fight 

against climate change. Yes, a bid to 

achieve the realisation of a Universal FTT 

regime will require extensive coordination 

among countries across the globe. The 

inadequacy of existing sources has been 

laid bare in the backdrop of the mammoth 

climate finance requirements. 

Therefore, a forward-looking strategy 

based on the twin pillars of adequacy and 

sustainability is the need of the hour and 

must be pursued with sincerity.

We seek your earnest support in our 

efforts to give a global push to this 

proposal, which could potentially address 

long-standing climate finance challenges.

If interested, please drop in a message 

at: FTT@cuts.org, endorsing our Universal 

FTT proposal. 

Case for a Universal FTT

SALVAGING 
A GREEN FUTURE

Climate change is a real and 
undeniable threat to our entire 

civilisation. The effects are 
already visible and will be 

catastrophic unless we act now.
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