RECOMMENDATIONS FOR THE G20 LEADERS BASED ON THE RESULTS OF THE IV ASTANA ECONOMIC FORUM  
May, 3-4, 2011
«Astana Consensus»

The international economic crisis has accentuated existing deficiencies in the global governance system, accelerating realignments of power and highlighting the need to reassess inter-state relations and work on the design of a system capable of delivering sustainable and balanced growth. As the worse consequences of the economic crisis flatten out, attention turns to examining the longer term impact. Much has been written on the strictly economic effects of the crisis; but what about the broader systemic outcome? Is it heralding a further shift in international power and a reconfiguration of the multilateral institutional architecture? While these questions remain under-explored, the G20’s expanded role and renewed vigour could be the engine of a process leading to a new, more universal, representative, effective and efficient global governance system capable of responding to the systemic causes and effects of the crisis – here lays its importance.
Within the Astana Economic Forum there were six key components identified which will be especially relevant for the G20 Summit in France, including: 1) International Monetary System; 2) Reform of International Financial Institutions; 3) Reform of Financial Sector; 4) Support of International Investment and Trade; 5) Food Security; 6) Green Economy. 
I. INTERNATIONAL MONETARY SYSTEM
Astana Economic Forum supports the decision of the G20 Summit in Seoul about the need to transform the global financial system to address the root causes of the crisis. G20 should contribute to the solution of the problem of global financial imbalances, including higher volatility and disparities of exchange rates, the nonequilibrium structure of the reserve currency system, the problematic state of public finances of the issuers of world currencies, biased ratings of sovereign issuers, uncontrolled emissions of derivatives.

The presence of these defects requires the implementation of radical reforms of the world monetary and financial system. The main directions of these reforms should be:
Recommendation 1: Creation of preconditions for introduction of a supra-national global currency 
The G20 needs to form a standing committee to discuss the introduction of supranational global currencies, including selection of the emission center, identification of the principle of country participation, preparation of issue of investment instruments that will be denominated in the supranational currency and projects, which will back these instruments.

In addition, to increase stability of the world currency regulation it is proposed to form a permanent body – the Board of the G20 Central Banks. This institute will serve to smooth the volatility of currency markets and create opportunities for rapid and coordinated response to the exchange rates of the leading world currencies.
Recommendation 2: Increasing responsibility of the state for its public finances of the issuers of major reserve currencies.

We support the initiatives of the Group of 20 on the implementation of relevant global principles of financial reforms. We consider it necessary to supplement this requirement with measures to improve the public finances of the countries the issue the world reserve currencies.

In connection to this, there is a need to develop standards to maintain within a certain range of key indicators of public finances in developed countries to ensure stability and predictability of exchange rates.

Recommendation 3: Objectivity of estimates of economies issuing the world reserve currencies
It is necessary to ensure objectivity of the assessment system of economies issuing the world reserve currencies through the transition from the sovereign credit ratings by rating agencies to objective indicators of economies and financial systems developed at the level of authoritative international organizations (UN, World Bank, G20).
Recommendation 4: Return of the emission of monetary financial instruments under the control of monetary authorities 
It is proposed to return emission of the foreign exchange financial instruments under the control of monetary authorities by: reducing the possibilities of investing in currency derivatives; cutting-off speculative capital from operations in the currency markets; return to the separation of banking activities into credit and investment, as it was before the repeal of Glass-Steagall Act.
II. REFORM OF THE INTERNATIONAL FINANCIAL INSITUTIONS

Amongst the participants of the Astana Economic Forum, there is a broad agreement on the need to increase both the legitimacy and efficiency of the international financial institutions. The balance of economic powers has changed; the distribution of financial capacities, savings and reserves is no longer what it was. Therefore based on the results of the G20 Summit in Korea it was decided to provide additional quotas to the developing countries in the IMF, as well as reform the Council of the organization, which members gradually have to become fully electable. So, the decisions which have already been taken regarding the change in quotas in the IMF are not yet effective because they have not been signed or ratified by all the member states, and the fact remains that emerging powers and developing countries are still under-represented in the IMF Council.

The G20, which brings together the main economic powers of the planet at a policy-maker level, must give further impetus to a reform process which is absolutely necessary. In the short term and with a main goal of enhancing legitimacy, efficiency and accountability of the IMF and the World Bank, we offer the following recommendations:  

Recommendation 1: Reform of voting powers at the IMF
Reform of voting powers at the IMF must go further. It should be taken into account that votes on the actions of the Fund are distributed proportionally to contributions. It takes 85% of votes to approve a decision of the Fund, the US only has 17% of votes. This is insufficient for making decisions independently, but it is enough to veto any decision of the Fund. Therefore, to give more voting rights to the developing countries, G20 must solve two problems: the US veto issue, which will require reducing the majority rule from 85% to around 70/75%; and, the problem of Europe’s overrepresentation.

Recommendation 2: IMF quota formula
Reform of IMF quota formula would be useful. Up to now, 80% of this formula is based on GDP. In addition to GDP, elements like population, reserves and the role of money could be introduced. 

Recommendation 3: Open management selection and staff diversity of the IMF and WB 
Open management selection and staff diversity must be assured. The G20 has to break with the presumption that the IMF Managing Director is to be European and the World Bank’s President an American. Their selection process must be nationality-blind and exclusively based upon merit. Diversity within the staff – by nationality, gender, education and experience – should be increased, especially from under-represented regions.
Recommendation 4: Reform of the IMF Council
A high degree of political engagement by senior policy makers is crucial, especially in times of crisis. Quota rebalancing and diversification of the staff could be supplemented by the activation of the high-level council envisaged by the Articles of the Fund.
Transformation of the IMF Council into a new International Monetary and Financial Board, with larger decision-making powers: for instance in the selection of the Managing Director and strategic aspects of global surveillance.
Furthermore, the idea of a broader council covering all international financial institutions, a kind of Global Economic Coordination Council, remains on the table.
Recommendation 5: Financing and recapitalization of the development banks
Regarding the World Bank and development financing, the G20 should tackle the issues of emergency financing and the recapitalization of the development banks. The G20 should seriously reconsider new mechanisms for almost automatic recapitalization in order to increase the reaction capacity of the regional development banks.
Recommendation 6: Strengthening the regulatory role of the international financial institutions 
Sovereign wealth funds have invested in emerging markets more capital than the IMF and the World Bank, together, and this trend may continue, even with the strengthening of global imbalances.

The increasing role of the state as a participant in new markets until recently contrasted with the almost opposite tendencies in the West, where the state hardly keeps pace with private financial engineering. Reinforced control and international regulation, a possible result of the current financial crisis, could change this path, increasing the role of public finances in the developed countries.

III. REFORM OF THE FINANCIAL SECTOR
Issues of domestic financial regulation and supervision do not feature on the list of priorities that France has set for the G20 Summit it will host in Cannes, France on November 3-4, 2011. Yet they are destined to be dealt with nonetheless. The issue area had been a core part of the agenda from the very first G20 summit in Washington, D.C. in November 2008, where the leaders agreed that to stop the escalating global financial and economic crisis, they needed to fix the banks first. As a banking crisis turned into a sovereign debt crisis in Ireland, G20 leaders at their most recent summit in Seoul, Korea in November 2010 agreed to accept and implement the Basel 3 regime for banking capital, liquidity and leverage, They approved 28 commitments on financial regulation and supervision or 18% of the 156 made at the summit overall. These financial regulation and supervision commitments covered banking capital and liquidity, systemically important financial institutions (SIFIs), risk management, cross-border resolution regimes, shadow banking, commodity derivatives, over-the-counter derivatives, hedge funds, credit rating agencies, compensation, anti-money laundering, market integrity and efficiency, consumer protection, financial inclusion, small and medium size business, and emerging market issues. The most recent installment of the European crisis, erupting in Portugal in April, suggests that these issues will still be ripe for, and indeed, require G20 Summit governance when November comes.
Recommendation 1: Implementation
The first requirement is that that all G20 members implement their existing commitments in the way and at the pace, that all agreed at the Summit. 
Recommendation 2: Accountability
It is thus important that there be a stronger accountability mechanism to monitor the compliance of all G20 countries with their financial regulation and supervision commitments, to determine the causes of high and low compliance, and assess the aggregate effects of the overall configuration on regulatory competition and arbitrage, through either a race to the bottom or race to the top, and above all the implications for financial stability. 
Recommendation 3: A Comprehensive agenda
The Cannes G20 should restore a set of commitments that cover, completely and comprehensively, all the financial regulation and supervision issues the G20 summit had made commitments on in the past. Above all, attention is needed to accounting standards, to fulfill the goal of having a single global set of accounting standards for today’s globalized economy.
The first four G20 summits understandably dealt with those financial issues of concern to the United States and European Countries – those where the 2007-2010 financial/economic crisis was born and bred. The Seoul G20 summit correctly recognized that the time had come to add to the agenda those issues of financial regulation and supervision of most concern to the emerging country members. This would help prevent future crises erupting from other countries and provide greater resilience, competition and financing for the global economy as a whole. This logic can be extended to add the developing countries beyond the G20 to the list. The Cannes summit should identify a detailed agenda, principles, and process to advance this cause of “financial regulation and supervision that works for all.” Such issues should include social business, and the partial privatization of state owned enterprises and even sovereign wealth funds. 

Recommendation 4: Strengthening the Financial Stability Board

At present both the Financial Stability Board (FSB) and the International Monetary Fund (IMF), backed by the Basle Committee on Banking Supervision (BCBS), have been assigned the lead roles in supporting and implementing the G20’s work on financial regulation and supervision. The FSB has a membership largely restricted to G20 countries, in a world where the next financial crisis could come from a jurisdiction beyond – especially if the G20 succeeds in strengthening financial regulation and supervision within itself. The IMF needs to identify ways to include outside jurisdictions in the FSB, in ways that do not impose undue transaction costs.
Recommendation 5: Strengthening the International Monetary Fund
The second need is to recruit for the IMF staff, with appropriate compensation, those from the private sector with a detailed knowledge of how complex markets, instruments and institutions work. Issues of financial regulation and supervision should be made a more robust component of the IMF’s Article 4 consultations with its members, particularly those budget constraints do not allow the country to proceed with implementing G20 commitments as rapidly as desired.

Recommendation 6: Advancing work on trading, shadow banking and SIFIs
France should be encouraged to advance key issues on the G20’s inherited work program. Particular attention should be given to: higher frequency trading and its impacts on financial stability, market integrity and consumer protection; the “shadow banking” system; and systemically important financial institution (SIFIs) in a global and national context, in the private and public sector alike.
The fundamental flaw of the accepted financial regulation and supervision is in the fact that a large part of the financial system generally stays out of the activities of the Basel-3 and is not covered by its terms. Particularly in relation to the United States of America, to a lesser extent - to Western Europe.

There is a shadow banking sector - investment banks, mutual funds and money insurance companies, or financial departments of large industrial corporations, which are very big players of the financial market, occupying almost half of all the financial sector assets in the U.S. In Western Europe this amount is about a quarter to one third. And it is the shadow banking sector, rather than traditional banks, which were a cause of the last financial crisis. But Basel-3 does not cover them. Therefore, the main problem of the financial crisis of recent years has not been solved, and the Basel-3 does not cover it. 
Recommendation 7: Single global accounting standards
In order to encourage the adoption of a single set of global accounting standards, multilateral development banks and other international organizations of the United Nations system should give preference in their procurement policies to those firms which already employ or will shortly employ international financial reporting standards. Such a move would also enhance the accountability and effectiveness of such institutions processes and programs.
Recommendation 8: No bank levy and international financial transactions tax
A global bank levy should be imposed only in those G20 members and participating countries whose banks or other financial institutions required emergency financial support from their national governments to amidst the financial and sovereign debt crisis since 2007. Such a levy should be proportional to the amount of state support secured, take full account of an institutions’ speed in meeting the Basel 3, SIFI and other relevant G20-mandated requirements for financial stability, and pro-cyclical by rising at times when the financial institution(s) can best afford to pay the additional levy.  The monies raised from such a levy should be kept in dedicated accounts, as opposed to general revenue, as close to the financial institutions as possible, available to be deployed should a crisis arise.
Such a bank levy would thus not discriminate against countries seeking to become regionally and globally significant financial centers for the first time. It would also not discriminate against those financial institutions wishing to shift financial activity and services to more stable jurisdictions, where the regulatory-supervisory regime helped obviate the need for any government financial support, and thereby enhance global financial stability as a whole. 
G20 leaders should also resist effort to establish a general international financial transaction tax as a way of enhancing financial stability or financing other global public goods.
Recommendation 9: Interconnected catastrophe stress tests
A new round of stress tests should be conducted for banks, insurance firms and other relevant financial institutions to consider their resilience to particularly potent combinations of shocks that are arising with increasing frequency. As evidenced by the recent events in Japan, the immediate requirement is to assess the impact on insurance firms and banks with commercial and mortgage loans of a combined earthquake, tsunami and nuclear reactor accident. More generally, the impact of extreme weather events (hurricanes, floods, heat waves, forest fires, volcanoes) and health pandemics in general should be integrated into the stress tests on individual firms and industry sectors. These should be conducted by the appropriate combinations of international institutions and professionals with the proper expertise.
Recommendation 10: Informed commodity market regulation
French President Nicolas Sarkozy has set the regulation of commodity markets as one of the key priorities for the forthcoming G20 summit in Cannes. His focus is on derivatives and the speculators that seem to lie behind them. Others consider such market participants to be market makers who assist in price determination and providers of liquidity. There is an immediate need to establish a way to identify the difference between the two. There is also a need to provide the proper balance between regulation of commodity markets, and increased production and improved distribution of the physical commodities themselves. It is appropriate to secure greater transparency of commodity markets, to provide a better evidence base before any new international regulations are introduced.
Recommendation 11: Exchange Consolidation
There is currently a rapid move to consolidate stock and other exchanges across international borders, especially with the proposed merger of major US and German exchanges and the United Kingdom and Canadian ones. This trend raises issues of interconnected contagion in the event of market integrity failure, consumer protection and “too-big-too fail” and extraterritoriality arising from regulation across multiple jurisdictions. Given the absence of a central global regime or international institution responsible for merger and acquisitions and competition policy, there is a need for the G20 to establish principles and a process to address this issue.
Recommendation 12: Mortgage and Housing Markets
Although housing markets and commercial property remain largely local, they are becoming more internationalized. The recent financial crisis demonstrated that their financing has become global, in a potentially destabilizing way. There is a need for national regulators to strengthen the consideration of their regulations and supervision for housing and commercial property markets on an international basis, to identify international interconnections, to share and compare best practices, and to create common principles as initial steps to considering the need for a more internationally convergent regime.
IV. SUPPORT OF INTERNATIONAL INVESTMENT AND TRADE
Astana Economic Forum supports the framework aims of the G20 about liberalization of investment for powerful, stable and balanced post-crisis growth. The crisis has demonstrated conversion of the global economy to a new level of globalization, followed by increasing the imbalance in the international trade, in the sphere of tax stimulation, increasing authority of state investment funds and market monopolization by national states.

In connection to this it is necessary to concentrate the energies of the systematization of global arrangements for supporting international investment and trade with an allowance for the challenge of the last crisis at the level of G20.
Recommendation 1: Correction of imbalance in intentional trade. 
The cause of imbalance in international trade is similar to what it was before the crisis: underestimated exchange rates and inadequate domestic savings in the developed countries with a budget deficit. All of it together has created interdependent albeit an unacceptable cycle of imbalance. One of the next steps of development or their combination, may make a correction: slowdown of consumption and attendant growth of standard savings in the developed countries, in addition to increasing demand in the emerging markets, which will also contribute to elimination of imbalance of the international trade.

In connection to this, a targeted policy of imbalance correction is required in international trade through adequate exchange rate and stabilization of domestic savings.
Recommendation 2: The fiscal arrangements for supporting investment

Nowadays the imbalance has been increased in the sphere of fiscal stimulation of international investments. In certain countries it requires a budget consolidation which releases budgetary reserves for provision of tax incentives that attract international investments. In other countries there is a practice of pirating foreign capital using low tax rates and other benefits that falsify the structure of economic stimulation of a non-offshore economy.

Thereafter, fiscal arrangements will be required for supporting investments using tax incentives, and also the elimination of “tax dumping” from offshore countries and areas. 

Recommendation 3. Increasing state responsibility

Nowadays wealth moves not only from the West to the East, but also gets concentrated under state control. The developing countries that have significant resources are following a model of state capitalism. However, it is well-known that the state is not an effective owner. National companies are established in the developing countries, especially in the resource sector. During cirsis they have had a stabilizing role in relieving inflation and improvement of exchange rates.  

In connection with that, G20 countries have to take control of the process of a slowdown in privatization and revival of government facilities and also the imbalance of rights and obligations of investors and state.
Recommendation 4: Breaking down barriers for foreign trade and investments

The process of resumption of selective industrial policies are going on in the world: governments that control their economies are interested in participating in industrial policy. The large developing countries have made state plans for expanding their economy and raising added value for high technologies and the sphere of services. However, the fundamental difference between present and previous steps is that these countries now have economic resources for realization of their plans, and they do not have to reply on interested parties and foreign capital.

The G20 countries need to follow the growing trend of selective industrial policies in the countries with an emerging market so it will not turn into an obstacle in foreign trade and investments.
Recommendation 5: The formation of a favorable investment climate
It is necessary to intensify cooperation between the G20 countries and developing countries in expanding international investment agreements including the creation of investment hubs all over the world.

It is also necessary to support the countries with minimal income in the formation of favorable conditions for attraction of international investments.

Recommendation 6: Intervention for the developing countries

The exchange-traded goods are exposed to exceeding volatility and are often a cause of worsening middle and low income countries’ external positions. The fall in the prices of coffee, crops, metals and other goods may cause a chronic shortage of balance of payments of specific countries. Probably, it requires interventions, special purchases of these goods for supporting demand and prices. For this purpose it is possible to create a special monetary Fund (supporting trade of the developing countries). The source of funds has to become government investment funds of countries with surpluses in trade, and also contributions from the developed countries. 

It is necessary to work out a special system of protection from a sharp fall of the world prices of their main export goods and a sharp increase in import, worsening balance of payments. 
Recommendation 7: The reduction of ecological risks for investors.

One of the consequences of the emergencies in Japan was the embargo on the import of individual commodities. The G20 should make an effort to enhance  the responsibility for inspection of the large international investments in order to prevent the threat of ecological safety in recipient countries, and for possible externalities as well. The threat of an ecological catastrophe remains. 

It is necessary to create an international investment ecological committee and also enhance the interconnection between requirements of the WTO standards and multilateral agreements in the sphere of environmental protection.
V. FOOD SECURITY
Astana Economic Forum emphasizes that food security remains a major challenge of the third millennium. The current situation in the world where 1 billion people experience chronic hunger and the lack of a clear mechanism to reduce the number of hungry and malnourished people require more thorough joint efforts of all countries in this direction. The main priorities of the long-term economic policy of food security should be: stimulating economic growth, investment in research, development and infrastructure of agro-industrial complex. The main task for formation of a short-term policy is to develop tactics that meets sustainable principles. This will allow the use of the opportunities that may arise, as well as to adequately respond to unforeseen challenges.

For coordination purposes of short-and long-term food security policies, the following recommendations are offered.

.
Recommendation 1: A Prudent use of limited budget resources
The financial crisis has put governments’ budgets for agriculture under pressure because of a decrease in government income due to a reduction in tax revenues and increased social payments. On the other hand, the financial crisis increased the need for public investments in the agricultural sector. Agriculture has much untapped potential in many countries and can still be an engine of growth in the next decade.
Recommendation 2: Short and long-term policy priorities
Governments should avoid short-term policies that conflict with long-term development goals. Short-term policies as a reaction to crises should reinforce, not conflict with, long-term development strategies. Too often, policy responses to a crisis are generated without taking into consideration all direct and indirect impacts, the longer-term effects or the possible unintended consequences. For example, short-term policies that create wrong incentive signals, market distortions, or disruption of reforms can waste scarce resources and precious time.
Recommendation 3: Food assistance and early warning
Governments and international agencies need to expand food assistance where necessary, and create social safety nets and early warning and rapid response capacities and combine food security safety nets with measures to improve food access through normal market channels to ensure that the scarce food assistance resources are efficiently used. Early warning systems, including those supported by FAO, should be developed at farm/farmer and Ministry of Agriculture levels to combine market intelligence with statistical methods and evaluation missions to alert government authorities and international agencies about urgent needs for food assistance measures.
Recommendation 4: World Trade Organization (WTO) Doha Round of trade negotiations 
The World Trade Organization (WTO) Doha Round of trade negotiations should be completed in order to restore trust in the international trading system with multi- or plurilateral rules and agreements through open and responsible trade policies. The experiences with trade restricting policies employed by many countries in reaction to the food price crisis and the increased protectionism that has been seen since the financial crisis have created distrust in the global trading system and increased the cost of doing business in international markets. A Doha Round agreement would be an important step in restoring confidence in the trading system and in reducing distortions that restrict trade and create uncertainties for farmers and traders. Although it is tempting for countries to limit exposure of own consumers and producers to world market volatility, a way to protect food security in a global market is to expand trade and reduce trade restricting policies. Likewise, WTO members and countries seeking accession would all benefit from completion of these negotiations to add new members to the WTO.
Recommendation 5: Stimulate economic growth
The best strategy to reduce poverty, improve food security and enhance agricultural productivity in the past has been an increase in economic growth. As reported in the FAO study on increased hunger and undernourishment, the economic crisis pushed more people into hunger than did the food price crisis. Moreover, the duration of the economic downturn is longer than the food price spike in most countries. The agricultural sector benefits from the growth of the non-agricultural economy, because it reduces labour and unemployment in the sector and thereby increases labour productivity. Restoring economic growth must be a high priority; it reduces unemployment, increases household incomes and improves government budget resources for social protection programmes and sustains economic development.
Recommendation 6. Enhance investment (public and private) and agriculture research and development (R&D)
Both governments and international agencies and donor programmes need to give priority to investment in agriculture, which has been neglected for at least two decades. The government’s role is research and development, infrastructure investment and improvement of the business environment for the private sector to invest. A favourable institutional and regulatory environment for foreign investors is important, since FDI has proven to be an engine of growth for productivity and competitiveness in the agriculture and food industries of the transition economies.  Surveys indicate that the volatility of the political and economic environment, ambiguities in the legal system and corruption, are the most important constraints for FDI in the region.

Investments in public goods, such as irrigation and roads, contribute more to agricultural growth than other public spending (e.g. farm subsidies). Investments in rural infrastructure have two important effects. First, they connect farmers to markets by reducing transport costs and integrate smaller farmers in modern supply chains. The investments in rural infrastructure also reduce constraints on farmers in delivering the quality demanded by modern supply chains. Second, investments in rural infrastructure improve the access of rural labourers to urban areas and attract more off-farm employment, including foreign investors.
Recommendation 7: Enhance rural development and rural infrastructure investments
Lagging rural incomes need special attention. The rural and the agricultural economies are interrelated in many ways but they are not the same, and rural policy needs to recognize that. Rural development needs targeted attention, including social infrastructure such as schools and child care facilities, hospitals and clinics, community centres with libraries, internet connections and adult learning facilities. These support measures are territorial not sectoral and they improve the rural business environment as well as the capacity of rural residents to enhance human capital, increase economic opportunities and enhance the quality of life.
Recommendation 8: Invest in social protection or safety net measures
Safety nets include targeted food distribution programmes to protect vulnerable populations in the medium and long term as well as targeted cash transfer schemes, feeding programmes and employment schemes. Social protection is to cushion the main impacts of market and financial shocks in order to limit the long-term consequences. For example, when unemployment increases, incomes decline and food prices or shortages threaten households, they may dispose of valuable assets, interrupt the education of their children or suffer malnutrition. Safety net measures are temporary and targeted to mitigate the worst consequences of a financial or food crisis.
VI. GREEN ECONOMY

The concepts of “green growth” and “green economy” is getting more popular and arousing heated discussions. But it causes concerns that a transition to a new economic model will limit an opportunity for growth and block some solutions for social problems.


The new report of the program the UN for Environment (UNEP) proves that such doubts are not confirmed. On the contrary, “green economy” stimulates economic progress and creates jobs, and helps to decrease the risk from such global threats as changing climate, loss of eco-system balance and deficit in water resources.  


According to experts, soon “green economy” will be able to guarantee GDP growth, increasing  income per capita and employment in the same or even higher rate than in a traditional economy. 

In the middle- and long-term outlook “green economy” gives more advantages in terms of keeping natural potential and decreasing social inequality.

The world leaders, civil society and businesses must review and identify the traditional indicators of wealth.

Recommendation 1: The reform of subsidies.


Subsidies –one of the important instruments of trade politics, which is used widely by many countries in such sectors as agriculture, power systems, fishing, forestry and water supply. However, grants make for multiple-values and more often have a negative effect on a stable development, bringing a significant imbalance in the market and intensify  a lot of economic, social and ecological problems. Thus, the existence of agricultural grants the EU, the USA and some other countries make are disadvantageous for farmers from developing countries and restricts the opportunities for their development. The grants permit allocations to manufacturers where it is economically unprofitable to fulfill activities, harming the environment. The removal of ineffective grants could release funds in national budgets for solving very important ecological or civil aims. In addition, rejection from some grants makes a positive environmental effect. Fishing grants lead to excessive catching of fish and depletion of fishing resources. Negotiations for their elimination are going now in the frame of WTO. Another example – the grants for fossil fuel, where decreasing will be able to solve environmental problems. 

Recommendation 2: Wide use of taxes-and-duties
Ecological taxes-and-duties are being used more all over the world. Their purpose is   the repression of branch development which are not “green”. There is the opinion that ecological taxes-and-duties lowers competition of national production in comparison with import goods. The same measures are taxes, used in the sphere of transport service and frontier taxes. Thus, the opportunity of an imposition of tax or other forms of “frontier carbonaceous correction” (for goods which are imported from the countries with less hard legislative requirements to hothouse gas emissions) are being actively discussed in the USA and the countries of the EU. These countries are anxious that their industrial companies will not succeed if they have to compete with goods that are made in such countries where the emissions of carbon are not regulated. Such plans have aroused hard criticism of developing countries, particularly India and China. Many experts question the adequacy of these measures to the standard of international trade.   

Recommendation 3:  The regulation of measures, standards and embargo
 Each country in the world has its own legislation that concerns manufacturing and using goods and directs toward reaching ecological aims.  

Special problems appear when such problems are required to import goods. Thus, nowadays most countries, particularly developed ones,  have set up some requirements for packing which can or can’t be used at their markets, and requirements concerning the recirculation of packing materials as well. It can bring discrimination in international trade, increase the expenses of exporters and create potential obstacles for progression of their goods in the foreign markets. It causes a lot of controversy in the marking of goods. The developed countries consider eco-marking is an important instrument of environmental protection through the increasing demand on ecologically friendly products. Majority of the developing countries consider eco-marking unfair restrictions for  accessing their goods to the foreign markets.       
Recommendation 4:  The removal of trade barriers for ecological products and services
Liberalization of trade can lead to an increasing flow of goods and services of nature conservation that in turn accelerates the alternate old technologies thereby contributing to decreasing pollution and harmful causes to the environment by waste. Here is an ongoing heated debate on the subject of what is a good environmental purpose and whether or not it deserves a definition of terms, action and aims and its impact on the environment during the whole life cycle. The trade of services of environmental designation may be increased, but there are still some problems in the list of services.

The negotiations about decreasing and removal of tariffs and non-tariff restrictions and other barriers in the trade of goods and services of environmental designation are going on in the frame of round-table  negotiations in Doha.   

Recommendation 5.  Increasing financial innovation  


Many governments think that important measures for transferring to the “green economy” are  increasing financing innovation  in clean technology. It can be done in different ways – for instance, supporting R&D, preferential interest rates and lending.
Recommendation 6.  The incentives for investment


To jumpstart  the transition to “green economy” the governments can use  incentives for investment. It is often such a measure that is  part of the wider strategy for supporting individual industries, for instance, production of renewable energy, electro cars, etc. However, individual kinds of  measures can be considered as grants and not be suitable to the WTO rules. In some cases investment or other measures described above, directed to the transition to the “green economy”, can include special conditions, for instance, requirements for the application of the share of domestic production ( local component) in technologies, the requirements for using certain technologies, local labor and joint ownership for the investment. As a rule, such measures are not suitable to the international trade rules and can be subject to debate in the WTO. 

Recommendation 7.  “The green” public purchases

Government Purchases ( for instance, for education, public health, transportation and other infrastructure) are 10-20% of GDP and represent an enormous market.  The implementation of such purchases can set up certain rules, particularly, the percent of using recycled paper, the criteria for energy efficiency for goods  and buying in the frame of government purchases. It will help the transition to a  “green economy”. However, developing countries actively express concern in this problem as they surmise that the theme of “green economy” must be considered only in the context of a stable development and the fight against poverty. In addition, numerous measures for transition to the “green economy” can distort the trade and do not conform to the rules of WTO, causing a debate not only between developed and developing countries, but between the most developed countries. 


The international debates of recent times have demonstrated that it is necessary to elaborate on the  “green economy” concept with a deep analysis of measures for its fulfillment of terms and interests in all countries. 

Recommendation 8.  Evaluation of environmental impact

We have to start from an evaluation of an environmental impact of natural resources by governments. It will be the first step in ensuring new financing for the of protection of nature. In this activity local societies and native populations will play a major role. Companies also can act in the same way. It is necessary for us to move to the situation when the price of product will  include the recovery cost to environments, for instance, water and restoration of degraded systems. The voluntary certification schemes are one of the instruments of solving this task. You can expect that the users of natural resources will invest into stable management practices if these resources include this cost in the future and if the users are guaranteed access to the resources that allow for continuing benefits.  

Recommendation 9. Energy and food


The analysis of prospects for energy shows how it is possible to provide the whole population of the planet with energy from ecological clean renewable resources. We think it is possible not only to provide clean energy  to those who use  fuelwood for  heating but to overcome the dependence of humanity on fossil fuels that will bring the radical decrease of hothouse gases. It will require investment in technologies and innovations that will be directed to the increase of production. At the same time the creation of new “green” jobs will be the beginning of a new era of labour-market.
Recommendation 10. Land distribution and land use planning

According to the FAO, held in 2009, in order to feed future population of the planet, it will require the increase of food production by 70%. FAO thinks that the planet has  enough land for it. However, in order to decrease our dependance on fossil fuel, we need to use considerable areas, including forest land for biofuels and biomaterials. The rich experience of practical work in different parts of the world allows us to realize the numerous restrictions  for using new lands for the farming industry.  Traditional land use rights of small communities and indigenous peoples, ownership of land problems, inadequate development of infrastructure and inadequate water supply are only some of these factors.  Another source of problems may be strategic decisions made by governments with excessive and insufficient stocks of environmental resources. This problem is already high on a geopolitical level. Competition for land and water resources, particularly among developed countries in Africa, is natural, albeit disturbing.  We need new tools and processes for managing competition and conflict resolution in this area.
Recommendation 11. Allocation of scarce resources


These tools and processes will need to ensure fair access to energy, water and food, and their distribution to all countries and peoples. The failure of the Copenhagen Climate Conference in December, 2009, and the competition of individual governments over access to water and land resources, oil and other minerals, illustrates the difficulty of reaching agreement on such issues at the international level. One possible approach is based on the idea of national budgets on key resources. Priority for governments, companies and individuals should be limited to high levels of consumption. Those who currently have low incomes, have a legitimate desire to consume more and have access to more complex forms of consumption. From individuals from around the world, whose lifestyle is supported by higher incomes, will require a different mindset. We need to change the mindset which eliminates wasteful and artificially stimulated consumption - the first is caused by personal decisions, while the main driving force of the latter is excess capacity.
Recommendation 12: Institutions, decision-making and management


Despite the fact that the need for biodiversity protection and sustainable development has been recognized internationally for decades but both of these problems are far from being solved. This situation represents a failure of management - both in terms of institutional arrangements and in terms of regulatory frameworks. Solutions have already occurred at the national and local levels, using different approaches, including, for example, making the economic value of environmental components and allocation of resources to improve public well-being and resilience to negative factors. Probably one of the areas will be investment in local governance, including the creation of groups with various stakeholders to address specific issues. However, the actions taken at the national level certainly will not be sufficient. To solve global problems such as the abolition of subsidies, or global inequality, it needs collective action at the international level. International action is required for the formation of financial mechanisms to support the necessary changes.


Business also has to play its role in managing the transition, both at national and international levels through participation in voluntary initiatives, as well as work with civil society and governments to ensure wider recognition of these voluntary mechanisms.
� In partnership with Club de Madrid. 


� G20 Summit held in London in 2009 coordinated the efforts of the largest economies in the world in combating the crisis, by establishing the Financial Stability Board.





