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The EU plays a high-profile role in the international arena, and yet this role still
evades accurate conceptualization. Since the EU is not a state, it is commonly
accepted as sui generis; a normative power influencing the world order mostly by
means of direct and intermediary persuasion. Despite this position, in practice when
championing the global normative agenda, the EU does not always demonstrate high
efficiency as a leader. This article studies the EU’s efforts to push through regional
and global versions of a financial transaction tax, meant to promote the common
good through the positive externalities it generates for the economy. The aim of the
article is to arrive at an adequate explanation for the (in)ability of the EU to act as an
agent of global governance in this case. The focus of attention is the inner organi-
zational limitations on the EU’s behaviour as a global actor.

Introduction

In September 2011, José Manuel Durão Barosso, the then-President of the European
Commission (EC), presented a legislative proposal for an EU financial transaction
tax (FTT). In November of the same year, French President Nicolas Sarkozy, while
hosting the Cannes G20 Summit, officially spoke in favour of a global FTT as a new
means to finance global development. This idea failed to achieve substantial support
from his counterparts during the Summit and, in effect, was henceforth dropped from
the G20 agenda. Despite this, the introduction of an EU FTT through enhanced
cooperation provisions, now planned to start in 2017, could still lead to the estab-
lishment of a global tax in the long run.

Existing published analysis that specifically discusses the potential FTT, within the
context of assessing the EU’s global influence, comes from one and the same author –
Bart Van Vooren.1–4 His position on the subject is an overtly normative one: he
strongly supports promotion by the EU of an FTT at the global level, expecting the
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EU to confirm its role as a benign ‘stabilizer’ of the world in accordance with its own
legal, as well as moral, obligations. In many other articles relevant to the wider ‘EU
and FTT’ topic, concurring with Van Vooren’s stance, the idea of an international
financial transaction tax is defended from a normative point of view – as an instru-
ment for increasing the stability and fairness of the international financial system.5

However, there are also numerous articles criticizing the very idea of the European
FTT from an economic point of view. These analysts look at it instrumentally,
comparing expected costs and benefits, and, more often than not, forecast that the
introduction of an FTT would amplify market instability by interfering with the
functions of important financial institutions,6 and could have a significant – and
possibly highly negative impact – on the general economy of the EU. Truly, such a
tax would change practices in the financial industry, increasing the cost of potentially
dangerous transactions. That is why the banking industry is strongly opposed to it.
But it is not that easy to separate the rational and normative considerations of the key
actors involved in the promotion of the EU FTT or opposing it (EU member states
and European institutions). Brussels, in particular, might find it important that an
FTT could contribute to public finances (part of it could go to the EU budget). Thus,
no less instructive for this research is literature that discusses the FTT as a possible
future resource on which the EU budget can draw,7 helping to power EU integration.
It points to a conceivable link the EU proposal for a global FTT could have to what
goes on in the European ‘domestic’ arena.

In what follows, ‘European FTT’ presents a narrative of the FTT idea advance-
ment within the European Union. ‘Global FTT proposal’ analyses the seemingly
inconsistent role the EU has played in the global promotion of the FTT. In ‘Theory’,
the facts and conflicting arguments concerning the EU FTT are passed through
several conceptual millstones in order to provide a more accurate analytical account
of the EU’s promotion of a global FTT. The final section concludes by looking at the
structural strengths and limitations of the EU behaviour as a normative actor in the
international arena.

European FTT

The idea of a common European financial transaction tax gained support after the
global financial crisis that started in 2008. Global public opinion held the financial
industry responsible for the crisis, with the broad general feeling being that financiers
had not adequately contributed to covering the cost of stabilizing the financial sys-
tem, forcing governments to raise taxes (or cut public spending).8 The taxing of
financial transactions would convey a message that the financial sector must share the
costs and responsibilities associated with being part of the global community. At the
same time, national jurisdictions with different tax bases created distortion risks for
the financial markets,9 making it logical for the Commission to address this matter as
part of safeguarding the proper functioning of the Single Internal Market.10

According to the Eurobarometer survey conducted in 2012,11 66% of Europeans
were in favour of the principle of a financial transaction tax (73% in the euro zone and
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53% outside the euro zone). The EC Communication ‘Taxation of the Financial
Sector’ considered several possible instruments that could be applied in future com-
monly across the EU,12 an FTT and a financial activities tax (FAT) being among
them.13 In fact, in the Communication the Commission gave preference to the latter.
According to sceptics, a European FTT would lead to a reduction in GDP and job
losses. A Swedish tax on the trade of securities, introduced in 1984 and abandoned in
1991, is often cited as an example of a national FTT disaster.14

France, Germany and the UK (before the Conservative party took office in May
2010) strongly supported the idea of a European FTT. It was important for them that,
in addition to generating revenue, this tax should help stabilize the financial markets
by curbing excessive high frequency trading. In 2011, the EC, backed by Germany
and France, switched support from the FAT to the FTT.

The Commission presented its initial legislative proposal in September 2011.15 (A
general tax on transactions was envisioned to cover all kinds of financial assets, not
just those confined to specific markets, unlike the original 1936 recommendation from
John Maynard Keynes (for the stock market) or the 1978 tax proposal from James
Tobin (on foreign exchange markets). The banking lobby predictably opposed the
move. Lobbying groups and think tanks – such as the Adam Smith Institute, the
British Bankers Association, the Federation of German Industry (BDI), the Deuts-
ches Aktieninstitut (DAI), the French Association of Private Sector Companies
(AFEP), Paris EUROPLACE and many others – delivered an endless stream of anti-
FTT reports. Critics prophesied a liquidity squeeze and increased trading costs for
financial institutions and other market participants.

The Commission had to abandon the initial proposal after it met effective resis-
tance from a number of EUmember states (the UK, Sweden, Luxembourg, Bulgaria,
the Czech Republic, Malta and Denmark).16 In the meantime, in reaction to the 2008
crisis, specific intergovernmental financial instruments were created (the European
Financial Stability Facility and the European Stability Mechanism, assisting euro-
zone countries confronted with liquidity problems), and the idea gained momentum
of having a separate budget for the eurozone (‘an appropriate fiscal capacity’) in the
future – with tax income from financial transactions as one of its possible revenue
sources – in order to achieve macroeconomic stabilization (an idea advanced by
France) and/or to facilitate less costly structural reforms (the preferred option for
Germany).

It is relevant to mention here that the 2007 Lisbon Treaty introduced changes to
the provisions governing the system controlling the EU’s own resources, allowing the
EU to create new own resources. In 2011, the EC proposed to streamline the own
resources system and to introduce a financial transaction tax resource in particular (a
share of two-thirds of the eventual FTT receipts was assumed to be retained for the
EU budget). Consequently, the report of the then President of the European Council,
Herman Van Rompuy, envisioned the possibility to develop a fiscal capacity for the
Economic andMonetary Union to support new functions that are not covered by the
multiannual financial framework, opening a discussion that FTT could be used for
these purposes.17 In this case, the financial transaction tax would have to be collected
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in all the euro countries. French MEP Alain Lamassoure (of the European People’s
Party), who chaired the European Parliament’s Committee on Budgets and was
promoting the FTT, developed similar ideas:

The next stage is now to allocate revenue from the tax to finance the EU budget. It is
an emergency to relieve national budgets burdened by the crisis, at a time when they
continue through national contributions to fund almost all of the EU budget.18

In February 2013, in the context of the negotiations on the 2014–2020 Multiannual
Financial Framework, the European Council agreed only limited changes to the
previous configuration of the own resources system and did not support an FTT
option. But a plan from June 2015 to address defects in the eurozone’s makeup
confirmed an ambition for a shared eurozone-only budget to begin operating in 2018,
capable of absorbing shocks with the potential to shake the currency block.19 Theo-
retically speaking, this future eurozone budget could be financed by a European
financial transaction tax, European VAT, a European carbon tax, a European cor-
porate income tax, or other new forms of own resources that are not directly linked to
Member State contributions. FTT is continuously discussed along with other mea-
sures, required for the completion of the EMU.

In the meantime, in August 2012, the French government imposed a unilateral
financial transaction tax. In October 2012, a minority of 11 eurozone countries agreed
to go ahead with the disputed European tax via the enhanced cooperation proce-
dure.20 The Council of the European Union (27 EU finance ministers at that time),
acting by qualified majority (with the Czech Republic, Luxemburg, Malta and the
UK abstaining), gave the green light for them to press forward in January 2013.

On 14 February 2013, the EC tabled a proposal for a Council Directive to
implement the enhanced cooperation. In essence, it followed the initial 2011 proposal
– envisaging tax rates of 0.1% for shares and bonds and 0.01% for derivatives – but in
addition to the ‘residence principle’ (the tax will apply if at least one party to the
transaction is established in a participating member state), it suggested application of
an ‘issuance principle’ (covering financial instruments issued in a participating state
that are traded outside the jurisdiction of the participating states). The Directive, as it
was dealing with tax matters, had to be adopted by the unanimous agreement of the
participating 11 countries. Pending enactment of the Directive, Italy unilaterally
introduced the national FTT in March 2013.

In April 2013, a UK attempt to block the European FTT harmonization move was
dismissed by the Court of Justice of the EU as ‘premature’ and speculative. In Sep-
tember 2013, the Council legal service concluded in its non-binding opinion that the
residence principle – referring to the fact that the FTT covered trades in London,
Singapore and New York – overreached national jurisdictions and infringed on the
EU treaties. However, according to the Commission’s legal services, the FTT
Directive conformed with both customary international law and EU primary law and
did not lead to any unacceptable extra-territorial effects arising from the proposed
tax. The residence principle was defended as one of the crucial elements in the pro-
posal for an FTT, with the aim being to reduce to an acceptable level the risk of tax
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avoidance accomplished by geographically relocating transactions to jurisdictions
outside the EU. Transaction counterparties, resident in states outside the FTT zone,
would still be liable for the tax when conducting transactions with FTT-zone resident
counterparties. The same principles would apply to the UK, which would remain
outside the jurisdiction of the FTT. As an example, a transaction between a UK and a
German bank would trigger the tax, with the result that revenues from both sides
would go to the German authorities rather than the UK ones.

In the wake of the 2008 financial crisis, the UK’s influence on the EU’s financial
services rules has generally decreased. In the 1990s and 2000s, EU-wide financial rules
allowed the British Government to influence EU regulation, serving to reduce
transnational barriers to trade and creating new opportunities for UK-based firms.
After the crisis, the perception in many continental capitals and in the European
Parliament (EP) became that the ‘Anglo-Saxon’ version of unlimited financial glo-
balization could no longer be tolerated. In this context, the British government
referred to FTT as ‘a missile aimed at the heart of the City of London’.

On 6 May 2014, ten participating member states (PMS) issued a statement con-
sidering the introduction of the first stage of the FTT, confined to shares and ‘some
derivatives’. By Christmas 2014, France continued pushing through a weaker FTT,
promising insignificant financial income, in order not to jeopardize its own deriva-
tives market, but, in January 2015, French President Francois Hollande, planning to
host the all-important environmental conference in Paris at the end of the year,
instructed his Finance Minister Michel Sapin to negotiate with the other PMS for a
more ambitious FTT that could be used as a financing tool for the fight against
climate change.

On 27 January 2015, the PMS issued another joint statement, confirming their
commitment to agree on an FTT directive at the EU level.21 In contrast to the pre-
vious statement, the new one noted that the tax should rest on the widest possible tax
base and low rates. It was also underlined that full consideration should be given to
the impact of such a tax on the real economy and the risk of relocation. The Austrian
and German Finance Ministers had reportedly agreed on a timetable for the tax that
would place a stock-exchange levy on equities from 2016, and a tax on other trans-
actions – from 2017. However, the Austrian Finance Minister, Hans Joerg Schelling,
later announced that Europe was unlikely to impose a financial transaction tax before
2017: there were still unsettled differences over whether the levy would cover all
shares and derivatives and whether it would be based on where the trader buys a
financial product or where the product originates (another option considered was to
have the rates halved).

At the end of 2015, participants decided to give themselves another six months to
work on the technicalities of the agreement. At this point, Estonia withdrew from the
proceedings. Together with Slovenia (both these small countries having tiny financial
markets), Estonia would prefer the tax to have a broader cross-border reach in order
to ensure it would raise sufficient revenue to be worthwhile. In contrast, the Nether-
lands began considering whether it wanted to join the FTT zone, providing a satis-
factory answer could be found to the issue of pension funds.

708 Marina Strezhneva

https://doi.org/10.1017/S1062798718000418 Published online by Cambridge University Press

https://doi.org/10.1017/S1062798718000418


According to estimates, the proposed FTT tax could raise around €35 billion
per year.

Algirdas Šemeta, previously the Commissioner responsible for Taxation and
Customs Union, said that the ‘revenues it will generate can be used for growth-
friendly investment, and to support wider policy commitments such as develop-
ment.’22 In June 2013, three European Development Ministers, Pascal Canfin
(France), Dirk Niebel (Germany) and Jean-Pascal Labille (Belgium), published an
article in the Belgian and Spanish press claiming that the FTT arose from the idea of
finding additional financing to combat global poverty, and calling for the countries
promoting the European FTT to allocate a percentage of its future proceeds
accordingly.23 Domestic budgetary demands, particularly in France and Germany,
as well as the special fiscal constraints imposed in the eurozone, put additional
pressure on the ability of an integrated Europe to meet its promised increases in
global development funding. Signalling that there is a way to solve the problem, part
of the revenue generated by the French national FTT has been put into the national
development aid budget.

Global FTT Proposal

It has often been suggested that the FTT could only work properly if coordinated and
implemented globally – otherwise financial activity would migrate to less-regulated
areas with a consequent loss of jobs and taxes for the regional FTT zone. In reality,
apart from those cases looked at in individual EU member states, its various forms
have already been in effect in several other countries, including Switzerland, Singa-
pore, South Africa, the Republic of Korea, Hong Kong, Brazil and India – without
causing any noticeable disruption to the work of their respective financial industries.

The Group of Twenty (G20), with political leaders present from those nations that
currently provide over 80% of the world’s economic output, was appropriately cho-
sen as the global forum for global promotion of the FTT idea. Among its members
are the so-called ‘traditional’ Western powers, and the European Union, and the
world’s emerging powers, starting with China and India, with relatively less market-
driven forms of state. These combinations in particular allow for a new consensus to
be sought on how best to manage the global economy. In general, the EU is repre-
sented by the European Commission, while the four largest EU member states
(France, Germany, Italy and the UK) are permanent G20 members in themselves
and, alongside the EU presence, retain full capacity to represent their own interests in
all areas discussed in this forum.24

The prospect of a global FTT was first raised in the G20 by the then German
Finance Minister Peer Steinbrück in September 2009. Prior to the Pittsburgh Summit
of the G20, he said receipts from the tax would be used to repay the cost to govern-
ments for tackling the crisis, including fiscal stimuli and bank rescue operations.25

The same year, French President Nicolas Sarkozy and British Prime Minister Gor-
don Brown said they would collaborate on proposals for a new global levy on
financial transactions as a way to fund climate change alleviation measures in
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developing countries. Sweden, consistently resistant to the FTT, sided with the US to
promote a bank levy instead. The UK later sided with Sweden on this matter after the
Conservative-led coalition came to power. In June 2010, the G20 met in Toronto,
though the Canadian leadership did not show any interest in encouraging any serious
discussions on the FTT. With global support for an FTT wavering, EU members
became better disposed towards the idea of a bank tax. However, this alternative, in
its turn, came up against fierce opposition from those countries whose banking sec-
tors survived the worst of the crisis better than the eurozone did: Australia and
Canada as well as Brazil, India andMexico all argued that this tax, while allowing the
gain of some extra money, would not prevent future meltdowns.

In the meantime, within the global context, the FTT idea has been steadily debated
(along with a solidarity levy on airplane tickets, a financial activities tax, a VAT on
financial services, a nationally collected single-currency transaction tax, and a cen-
trally collected multi-currency transaction tax) as an innovative development finan-
cing mechanism, intended to correct the negative effects of globalization. The
international debate started as far back as March 2002, when the Monterrey Con-
sensus on Financing for Development called for new strategies to complement Offi-
cial Development Assistance.26 It was spearheaded by the Leading Group on
Innovative Financing for Development (established in 2006), whose own 2010 report,
entitled ‘Globalizing Solidarity: the Case for Financial Levies’, highlighted the
technical feasibility of using mechanisms, such as the FTT, in the context of
increasingly automated and centralized financial transactions. The same year, a
group of developed and developing countries signed a political declaration in support
of the FTT.27 In 2011, a proposal for a global FTT was tabled at the Cannes G20
Summit by French President Sarkozy not long after the initial EU FTTDirective was
put forward.

Sarkozy emphasized that part of the revenues raised from the global tax should
go towards development. The French Presidency of the Cannes Summit asked
Microsoft’s co-founder Bill Gates to prepare a report on financing for develop-
ment in advance of the meeting. According to this report, the FTT did not
necessarily need to be universal, being capable of yielding substantial resources
without full global participation.28 In Cannes in 2011, a ‘coalition of the willing’
emerged, including South Africa, Brazil, Argentina, France, Germany, Spain, the
EU, African Union, Secretary General of the UN Ban Ki-moon, along with
others, but no consensus was reached, casting additional doubts over the EU’s
ability to hold a leading role in global affairs. Sarkozy indicated in his final speech
at the Cannes 2011 Summit that the FTT focus is likely to shift to Europe, at least
in the short term. On the global stage, the EU no longer pushed for the FTT
within the G20. At the same time, due to the principle of sincere cooperation,29

from that time on, those EU governments opposing the EU FTT were relatively
constrained in their capacity to act against it internationally, as it was presented as
an EU initiative.

At this point we can pause and list several reasons for this apparent failure. First,
the chances of a global FTT as promoted by Europe were undermined by the start of
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the European debt crisis, which became particularly acute at the end of 2009. It dealt
a noticeable reputational blow to the EU as a model of economic governance and as
an example to follow for the world at large (in particular, exposing regulatory loop-
holes in banking oversight), and made third-party countries less receptive to Eur-
opean advice on how to tame the excesses of globalization. China and India issued a
joint statement soon after the Cannes 2011 Summit, noting that Western countries
needed to adopt more responsible macroeconomic policies.30 There were observa-
tions made elsewhere that proceeds from a global FTT tax could be redirected to help
indebted eurozone countries rather than go to helping the global poor. Hence, the
FTT proposal did not receive much attention in the global South, particularly among
its political leaders.

At the same time, the emerging countries could interpret eurozone problems or
policy reactions to those problems adopted in Europe (including the European FTT)
as a chance for themselves to enhance their own international positions (if they do not
just sit back and follow the European lead). For example, in 2010, when Russia
experienced a short-lived capital inflow of US$4.1 billion in the second quarter of the
year, Arkadiy Dvorkovich, an assistant to the Russian President, articulated a
paradox: a strengthened capital requirement in Europe could accelerate the estab-
lishment of an international financial hub in Russia. These plans, however ephemeral,
were at that time dear to the Russian government, which was particularly attentive to
advice from City of London experts, who encouraged an aversion towards any
external limitations (or burdens) of a financial or fiscal nature that could impede the
chances of the realization of these plans.

On FTT in particular, Dvorkovich remarked on the eve of the Cannes 2011 G20
Summit:

We are not against, if Germany, France or Italy introduces such a tax, but we are not
going to support collective decisions for its introduction. ... To establish an interna-
tional financial centre in Moscow and to develop a (national) financial market are
priorities of the Russian government. In such circumstances introduction of any
additional taxes in the financial sector ... is utterly illogical.31

The most enthusiastic supporter of the idea to introduce a Russian national FTT
remains the economist Sergei Glaz’ev. He argues that such a tax could become a
useful barrier to curbing the illegal outflow of capital from Russia.32

Despite the above, most significant for the European proposal, sealing its fate in
Cannes, was the reaction of the American administration. As pointed out by Oliver
Picek of the Austrian Institute of Economic Research (WIFO):

In North America and Europe, tax revenues would be similar in size (relative to
nominal GDP), in the Asian-Pacific region, FTT revenues would be lower by roughly
one third than in North America and Europe. In the rest of the world, revenues would
be negligible.33

In other words, an international FTT looked, to a considerable extent, to be more or
less purely a ‘transatlantic affair’. Whilst US President Barak Obama was at first well-
disposed towards the FTT idea, which has a level of support in the Democratic Party,
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the United States later decided against seriously considering the introduction a
national financial transaction tax.34

Second, experts on the economy gave rather convincing warnings that the FTT
could be counterproductive during times of weak economic growth. These warnings
were persuasive to decision-makers, as proven by the fact that rates proposed for an
eventual European or global FTT have been invariably rather low. In other words,
introduction of an FTT, whether European or global, seems to demand much more
political will in times of economic hardship. In the eurozone, a positive longer-term
economic outlook remains uncertain, undermining the chances for an earlier intro-
duction of a common FTT. The EC intends to stimulate economic growth via the
realization of an elaborate growth-friendly investment plan, meant to attract private
investors and pave the way for a Capital Markets Union (CMU) by 2019. But the
FTT, its opponents claim, could prove particularly harmful for the CMU, as it would
‘gum’ trading of securities in the secondary market.

Third, the EUmember states themselves showed stark disagreement on the issue of
the FTT to the outside audience, hardly the best possible tactic to win over new
supporters for the idea from third-party countries. The two European countries most
strongly opposed to the FTT, the UK and Sweden, do not belong to the eurozone,
and since then the UK has even opted to leave the EU, affording ground for expert
speculation as to whether the intra-European ‘quarrel’ over the FTT was linked to
efforts to stop or promote deeper EU and/or differentiated integration.

Theory

As far as theoretical considerations are concerned, it should be recalled that the
Commission finally opted for the FTT instead of the FAT, assessing that the former
had a perceived normative superiority to the latter. The EU and pro-FTT member
states (France in particular) did not shy away from using explicitly normative and
ethical overtones when advocating an FTT, both domestically and abroad. This is in
full agreement with the image the EU projects of itself as a powerful global
actor, different in principle to states as actors, a novel type of entity, and often
explainable by referring to it as a ‘normative great power’; in short, a promoter of
positive norms.

This vision of Europe as a normative power was first suggested in 2000 by Ian
Manners, who stressed the EU’s ‘ability to shape the ideational constitution of
international relations’.35 Indeed, in certain cases, the resource of normative power
allows the EU to define the terms of the global rules (for example, in the environ-
mental domain). But if normative power refers to the ability of the EU to influence
the actions and understandings of others (first of all, of its own fence-hanging member
states), then the FTT case demonstrates quite a lack of such ability. One might even
suggest that the EU tried to gather whatever global external support for the FTT idea
that was available in order to influence its own member states, who strongly ques-
tioned the very normativity of the regional FTT idea. After the 2011 G20 Cannes
Summit, the EU stopped actively pushing the FTT on the global stage. At the same
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time, the 2013 Commission new FTT proposal, meant for enhanced cooperation
within the EU, became more radical in comparison to the previous one. The
Normative Power Europe concept does not totally account for the contradictory
evidence. But organizational/institutional explanations can cope better with
this task.

The evidence presented above could, as a first approximation, fit a two-level
rational choice game design well, describing national executives playing simulta-
neously at national and international levels with the aim of increasing their influence
over their domestic polity. As Andrew Moravcsik once remarked: ‘This is a constant
theme in modern world politics, from Bismarck’s manipulation of domestic coali-
tions to the current use of monetary integration by today’s European leaders to
“strengthen the state” at home.’36,37 However, European institutions do not receive
fair treatment from his liberal intergovernmentalist approach per se, as it casts them
in the role of neutral agents, without preferences or motivations of their own.38 The
picture changes once we start thinking of the European Commission in the role of an
executive acting in a strategic manner –with ‘at home’meaning ‘within the European
Union’. From the point of view of the EC, an EU FTT could be a desirable alter-
native to national contributions for financing the EU budget. But the consensus of all
member states in support of the FTT proposal did not exist. At the same time, there
has been a broad-ranging international campaign for the introduction of a financial
transaction tax across the globe, meant to solve problems in the field of development
aid and of fighting poverty, which strongly intensified in the aftermath of the financial
crisis. The political elites of Europe were impressed by the intensity of this campaign.
Even the UK government’s official position was that it was not opposed to the tax in
principle, just to its introduction in Europe without a global consensus to impose the
levy everywhere else. In this context, Nicolas Sarkozy’s move in Cannes in 2011,
made on behalf of the EU following the 2011 Commission legislative proposal may be
interpreted as an attempt to put additional normative pressure on the dissenting EU
member states by demonstrating that more countries back a financial transaction tax
globally.

The move did not produce the desired effect. In 2012–2013 the proposal for a new
own resource based on a financial transaction tax lost momentum. The European
Council refuses to negotiate about a reform of the system of own resources and about
the introduction of an EU tax in particular. After that, the Commission’s interest in
the promotion of the global FTT receded.

In general, the approach the European institutions demonstrated in respect to the
FTT was favourable, but not uniform. The EP unequivocally supported the tax in
two resolutions, one in March 2010 and the other in March 2011, as a measure to
stabilize the financial markets and to make financial players contribute to the costs of
the crisis. On 23 May 2012, when endorsing the Commission’s FTT proposal, the EP
concluded that if imposing the financial transaction tax worldwide was too difficult,
then the EU should press ahead and impose it at a European level first, with the
revenues to be shared between international development, Member States and the
EU institutions. The European Council, in its turn, justified its support for the global
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FTT differently, by paying more attention to preserving the integrity of international
financial markets:

The EU should lead efforts to set a global approach for introducing systems for levies
and taxes on financial institutions with a view to maintaining a world-wide level
playing field and will strongly defend this position with its G20 partners.38

The Commission’s concerns were more complex. The legal foundation for its 2011
and 2013 proposals on the FTT was Article 113 of the Treaty on the Functioning of
the European Union (in other words, they were formally aimed at harmonizing
national legislation concerning the taxation of financial transactions to ensure the
proper functioning of the Internal Market and to avoid the distortion of competi-
tion). However, in 2010, the Commission was of the opinion that a FAT was a more
preferable option for Europe than a unilateral FTT, which carried a risk of
encouraging relocation, with the latter being more suitable for global application. But
at the same time, in August 2010, the Commission started considering the creation of
an EU-wide tax, perhaps levied on air travel or financial transactions, to fund the EU
budget. In 2010–2011, the European debt crisis had intensified and greater tax rev-
enues were urgently needed to deal with the matter. Under such circumstances, the
fact that more that 80% of the EU budget came from GNI-based resources became
more problematic. Against this background, the FTT became more appealing for the
Commission, as it could logically argue for of an EU-sourced own resource to move
away from the current system of direct national contributions.

Besides this, the FTT also proved to be politically relevant: NGOs continued to
campaign intensively for the FTT, and support for it from both the majority of the
EU population and from global civil society remained strong. But later on support
weakened.

At this point one can infer that the European institutions (the EP and the EC in
particular) have fully developed preferences and aims of their own regarding the FTT
that parallel those of national governments. As such, the concept of multilevel gov-
ernance (MLG) can be employed to replace the simpler two-level schemas mentioned
above, to more adequately interpret the interactions of state-level and supranational-
level actors in European tax governance.39

Multilevel Governance fundamentally challenges an intergovernmentalist under-
standing of EU policy-making, emphasizing the multi-actor nature of contemporary
governance instead. Member states are ill-disposed to find agreement on positive
integration measures in the field of taxation to be introduced at the supranational
European level. To avoid deadlock in this particular case, the Commission and pro-
FTT member states tried other governance levels and arenas, such as G20 and the
enhanced cooperation format, to achieve the required European decisions (making
them feasible for subsequent all-European implementation).

At the same time, while regarding the state as one actor amongst others, this
theoretical approach does not pay enough attention to the sovereignty states retain as
EUmembers, which can be used to block or to slow down integration processes: even
if EU norms are legally binding, states can circumvent or oppose these norms.40 The
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MLG concept expects norms and rules developed by the higher level to be mostly
implemented by decentralized units for the sake of achieving common good. It cannot
adequately account for the structural limitations, arising on the way.

The idea of increasing the EU’s powers in the field of taxation stands in
opposition to safeguarding national tax sovereignty, while the persistence of
unanimity in Council voting when taking tax-related decisions assists unwilling
member states in their efforts to try to shelve the Commission initiatives to which
they object. Organization theory allows for the EU to be treated as a complex
public-sector organizational system,41 an influential meta-organization (MO) that
constitutes an association of states.42,43 The value added by organization theory in
this case lies in the stress it puts on the importance of institutional and structural
dimensions within the internal arrangements of organizations, posing as agents of
governance beyond the state. Consequently, Dieter Kerwer reaches the following
conclusion: ‘Despite the image of the EU as a powerful actor, there is ample
evidence for the conflict over actorhood typical of MOs’, because the EU is far
from enjoying a monopoly when representing its interests in most of its spheres of
activity.44 The EU – as a meta-organization – finds itself in perpetual conflict with
its states – its organized members – over autonomy, leading to strains between the
supranational institutions (the Commission, the Parliament) and the intergovern-
mental institution (the Council).

This outlook gives the most plausible explanation for the nuances in these insti-
tutions’ attitudes to the eventual European FTT, which would seriously limit the
autonomy of states. This theory suggests that the conflict of actorhood that states and
supranational institutions are involved in imposes systematic limitations on what the
EU can actually do in the international arena. The FTT case confirms that this kind
of organization, combining supranational and intergovernmental elements, is not a
clear-cut example of delegated power to supranational institutions, with the latter
monitoring implementation of their decisions by national governments. It more clo-
sely resembles a system of collective decision-taking by national governments and
European institutions, sometimes ending with deadlock – for example, in the FTT
case, where member states cannot find common ground in respect of a normatively
important issue.

Conclusion

In its ‘domestic’ arena, the EU is faced with an acute problem to move forward
towards more political and fiscal integration. To achieve this, there is a need for a
considerable transfer of tax authority to the European level. Member states are
opposing this transfer, as, in the long run, it would mean reducing them from
sovereign states to something more like subdivisions of the EU as a meta-
organization turning into a federation.

The idea of a European FTT presented itself as a solution to the problem because
of its superior correctness in normative terms. Promoting greater social, political and
economic harmony among the nations of Europe is the fundamental purpose of the
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European Union. The normative power of the EU as an international actor rests
upon its ability to export respective harmonizing norms beyond its borders. At the
same time, to project FTT as a European norm onto the multilateral arena is a way to
bypass controversies about it among the EU countries themselves.

The 2008 global crisis opened an opportunity for the reform of the international
financial architecture, allowing the EU to export at the international level the norms
of a ‘regulated’ model of capitalism, as opposed to the neoliberal Anglo-Saxon
approach to global financial markets, which prevailed before. The proposal for a
global FTT, tabled by Sarkozy at the Cannes G20 Summit in 2011, was an attempt to
present a case for international tax harmonization with a developmental purpose as a
part of this reform worth considering. It implicitly envisioned positive market-
making in the financial sphere (proliferation of non-coordinated national FTTs could
be disruptive for the international markets). If formally endorsed byG20, an EUFTT
could become a matter of implementing global financial reform that it would be more
complicated for the opposing EU member states to withstand.

The attempt was not successful for a variety of reasons: (a) it was rather radical and
far going; (b) G20 partners interpreted it as resulting from the EU’s own inner
weaknesses; (c) the impulse for global financial reforms, stemming from the crisis,
started to fade away already.

Europe can still adopt its own tax on financial transactions in the form of enhanced
cooperation and then push for dialogue on harmonizing FTTs with the most
advanced countries, starting with the United States – if and when an American FTT
becomes a reality.

The case of FTT does not contradict the notion of the EU as a normative power.
But it helps to explore the structures underpinning/loosening its normative influence.
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