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sustainable development, we as a global community should focus on four areas or ‘game
changers’:

1) Domestic resource mobilisation —
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We suggest the following changes:

1)

2)

3)

4)

Bringing together domestic public finance and debt sustainability, which emphasised
the importance of domestic public financial management as the primary framing
through which other actions should be focused, particularly as a shift towards debt
instruments is embraced

Noting that the private sector chapter will need to be long due to the critical (but
interrelated) domestic and international elements (particularly the shared
importance of enabling environments)

Bringing trade up to chapter three to connect it with private sector, due to the
strong connectivity between these chapters, particularly in relation to enabling
environments. This also reflects the original Monterrey Consensus outline.

Grouping chapters on international public finance and then the Global Partnership
around technology, innovation and capacity building, which provides conceptual
links between range of partnerships that will package concessional and non-
concessional finance as well as supporting knowledge and skills basis. These issues
were sequential in the Monterrey Consensus so it makes sense to keep them
grouped.

Domestic public finance

Domestic resources are the most sustainable and reliable form of long-term financing to
support resilient economic growth. Domestic public finance is the largest public financial
flow, with estimates in developing countries ranging from $1.86 trillion (ICESDF report) to
$7.7 trillion (World Bank) each year. Domestic public finance provides a foundation on
which governments can plan their recurrent expenditure, finance infrastructure and
encourage job creation.

Domestic resource mobilisation is an area where significant gains can be made regardless of
a country’s income category. Momentum in this area is a win-win for all countries. We
support the focus on domestic resource mobilisation as the first chapter of the Addis
outcome document, as it was in Monterrey.




In relation to key elements that need to be reflected and deepened in the zero draft,
Australia would support greater focus on:

1) Tax reform, tax compliance and deeper tax cooperation (ICESDF report, p 17),
including supporting work and momentum from G20 focus on international tax

cooperation in the form of addressing Base Erosion Profit Shifting (BEPS) as well as

issues around Automatic Exchange Of Information (AEOI)

2) Good financial governance and public financial management (ICESDF report, p 19),
we would also support calls from private sector groups for greater cooperation (and
technical assistance) to allow developing countries to make more effective use of

their balance sheets to leverage greater flows of finance.

3) Inequity and promote financial protection (ICESDF report, p 20), particularly utilising

and measuring gender financing in order to target women and girls as being
fundamental to effective sustainable development

4) Effective public debt management (ICESDF report, p 22) and would suggest bringing
debt issues into this part of the text rather than its own chapter, particularly due to

the connection between debt and leverage (see point 2)

5) Institutional options that promote long-term investment and therefore can be

geared towards sustainable development objectives, such as national development

banks and other public institutions (ICESDF report, p 22).

Issue Australian position and rationale
Discussion regarding In 2013, G20 Finance Ministers endorsed automatic
actions on domestic exchange of tax information as the expected new

resource mobilisation and
exchange of tax information
can be deepened.

While work on G20/0ECD
BEPS project is mentioned,
this work could be
deepened by work on
automatic exchange of
information for tax
purposes.

The Addis outcome
document should reflect
this work and help to build
momentum in this area.

Page
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spent on non-tax Public Finance
Management (PFM) activities
compared to USD45.7 million on tax
related activities.

2) Invest in and socialise approaches to assess the
needs of tax administrations in order to
undertake capacity strengthening

IMF led Tax Administration Diagnostic
Assessment Tool (TADAT) offers
consistency and objectivity in assessing
the strengths and weaknesses of a
given tax administration.

3) Promote a consistent approach to advice
provided to developing countries around
toolkits produced by the OECD in 2015.

4) Look at means to simplify bilateral tax treaty
provisions (given that there are now 3000
bilateral tax treaties) — potentially through a
multilateral instrument.

Upgrading the UN Tax
Committee into a standing
intergovernmental
committee; alternatively,
strengthening a
participatory broad-based
dialogue on international
tax cooperation including
the UN, G20, IMF, OECD,
World Bank and regional
forums.

Australia does not support the proposal to upgrade the
UN Tax Committee into and standing
intergovernmental committee. Canada, Australia and
New Zealand have previously expressed a united
position opposed to the upgrading of the UN
Committee on Tax.

As per our high level comments on new institutional
creation, Australia believes that the most effective way
of strengthening institutional arrangements to
promote international cooperation in tax matters
would be to comprehensively document the work
being done by all international taxation forums, with a
view to maximising the UN’s ability to contribute to
and take advantage of that work.

p. iii




Domestic and international private finance

As the elements paper notes



transfer operators (MTOs). This should be reflected as a challenge in
the paper.

A “global non-profit remittance platform” might be appealing but
there are commercial incentives for private sector companies to
participate and the market has been growing at 10-20% per annum.
The real issue is cost to consumers and the recent MTO bank
account closure issue.

On price, we note that the G20 adopted a target to lower the
average cost of remittances to 5% in 2011 and extended in 2014.
We would suggest this target would be suitable for adoption in
Addis.

Access to Whilst ‘insufficient access to financial services’ remains a major p. ii
financial issue, beneath this is an array of other issues worth articulation.
services Including:
There is a need to better support the financial institutions
providing these services and financing i.e. facilitate finance to
the institutions doing the lending, and to build their capacity.
It is not just a lack of supply when it comes to financial services
but also an issue of quality, with a need to ensure that clients
have the capability to understand such services through
financial literacy and consumer protection programs.
Financial Reconsider the need for “multi-stakeholder reviews on the p. iii
inclusion availability of financial services” as there are already many such
assessments indicators e.g. the World Bank Findex and the IMF Financial Access
Survey (FAS).
Broaden tax It is worth noting that to increase domestic resource mobilisation,a | p. i
base broader base with which to tax is needed i.e. sustained DRM and
broadening the tax base is intrinsically linked to having a dynamic
private sector to tax. Issues of domestic resource mobilisation need
to be clearly linked with private sector development. Also
important to link in related concepts around BEPS and transfer
pricing as well as AEOI approaches.
Fight Additional actions could be included here to improve the enabling p. ii
corruption environment, particularly with regard to addressing corruption in
land and property transactions and zoning decisions and
development approvals. Also important to link with actions to
combatting illicit financial flows.
Reducing risks | This really needs to be unpacked with more explicit p. i

for private
investment

recommendations to address the enabling environment for lending
particularly land tenure and credit security, credit bureaus or credit
scoring, improving contract law and judicial systems for contract
enforcement as well as the provision of risk mitigating instruments
such as guarantees.




Environmental,
Social and
Governance
(ESG)
reporting

Strongly support increased ESG reporting, but leave this open to
countries to determine the most effective policy framing, either via
promoting or mandating reporting.

p. iv
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and believe that the Addis outcome can progress this area across all development finance
actors.

Australia sees international public finance as one part of a broader multi-stakeholder
partnership of mutual accountability. We see this as primarily being a compact between
governments as public sector actors, who work together to promote effective and strategic
public expenditure, governance and financial management as a means to facilitate greater
access to finance, markets and results in order to achieve our shared ambitions.

Figure One: Mutual accountability: the public sector effort in financing for development, and
potential framing for the Global Partnership (OWG Goal 17). This requires a range of

interlinking domestic and international public sector actions to facilitate the mobilisation and
effective use of finance for sustainable development from public and private sources.

Trade

Trade liberalisation (when complemented by an appropriate enabling domestic
environment) is fundamental to sustainable development. Australia recognises the need to
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Australia supports the inclusion of aid for trade issues in the elements paper and would like
to see issues around trade facilitation and aid-for-trade given a strong focus in the Addis
outcome. The potential benefits of the WTO Agreement on Trade Facilitation (ATF), to
unlock an estimated increase in global GDP by US$1 tr
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investment

agreements

Lack of Current trade rules in the WTO allow for a balance between trade and p.8
agreement on environment policy and the WTO itself recognises that international
sustainable trade and environment policy and related measures should be, as far as

development possible, be mutually supportive.

focused trade | Australia sees this current balance as the appropriate one, and views
rules those critical of the current balance as not having offered up any
alternatives with any demonstrable value to either trade or the
environment.

Sovereign debt

Access to sustainable debt finance is crucial to a strong Addis outcome.

However, debt must be effectively managed. The primary objective of debt management is
to ensure that countries have ongoing access to debt financing through effective
management of resources and that such financing is used to promote sustainable
development.

As stated in our overarching comments sovereign debt is a part of public financial
management and should be located under that chapter.

As the elements paper points out, debt ratios of developing countries have dropped
considerably since Monterrey. The ICESDF report notes the progress made by developing
countries, with external debt collectively dropping from 33.5 per cent of GDP in 2003 to 22.6
per cent of GDP in 2013. However, there are a range of indications around increasing debt
levels across a range of countries, including Pacific island countries.

Australia sees strong benefit in focusing collective effort on domestic and international
measures towards debt crisis prevention and by enhancing debt management capacity
building in developing countries. We recognise and support the range of existing debt relief
and assistance mechanisms, including HIPC, the multilateral development banks and the
Paris Club.

We would also support calls of others to work towards an agreed set of common ‘best
practice’ principles on sustainable borrowing and lending.

Australia supports the emphasis on shared responsibility of debtors and creditors for
preventing unsustainable debt situations. We expect the zero draft to deliver a balanced
discussion of the interests and responsibilities of both lenders and borrowers. Further, the
attention in Addis should largely rest on measures — domestic and international — to support
debt crisis prevention.

Australia recognises both the challenge and importance of effectively addressing debt

sustainability. We note significant buy-in from the international community on the work of
the IMF on improving the contractual approach to restructuring.
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Issue Australian position and rationale Page
no.

Enhanced Consideration of SIDS is needed when proposals for enhanced reporting | p. ix

country are considered; these countries face significant capacity constraints

information which must be considered and effective technical support is essential.

reporting on

debt

Responsible All lending providers should be encouraged to adopt international best | p. ix

lending practice when it comes to responsible lending

Debt Given the particular sovereign debt issues experienced by small island

Sustainability ~ developing countries more effort could be ma

Analyses
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provide incentives for greater transparency; that more creatively engage
with the business community, and institutional investors; and identify key
groupings that facilitate transformative change, including SMEs, women and
girls and municipalities

Accountability and monitoring must build on existing processes and systems as
much as possible

Recognising that technical and financial support that will be needed across

this framework, particularly in relation to National Development Financing
Strategies.
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