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SYSTEMIC STABILITY AND TRANSPARENCY

OF FINANCIAL MARKETS / HEDGE FUNDS

7. We discussed recent developments in global financial markets, including hedge

funds, which, along with the emergence of advanced financial techniques and products,
such as credit derivatives, have contributed significantly to the efficiency of the financial
system. Nevertheless, the assessment of potential systemic and operational risks asso-
ciated with these activities has become more complex and challenging. Given the

strong growth of the hedge fund industry and the increasing complexity of the instru-
ments they trade, we reaffirm the need to be vigilant.

8. In this context, we welcome the Financial Stability Forum’s (FSF) update of its 2000

Report on Highly Leveraged Institutions and support its recommendations. The global
hedge fund industry should review and enhance existing sound practices benchmarks
for hedge fund managers; in particular in the areas of risk management, valuations and
disclosure to investors and counterparties in the light of expectations for improved prac-

tices set out by the official and private sectors. Counterparties and investors should act
to strengthen the effectiveness of market discipline, including, by obtaining accurate and
timely portfolio valuation and risk information. Supervisors should act so that core inter-
mediaries continue to strengthen their counterparty risk management practices. In the

exercise of their supervision of hedge funds counterparties, relevant authorities should
monitor developments and cooperate among themselves. We welcome that the Finan-
cial Stability Forum (FSF) will report to finance ministers as from October of this year on
the progress and actions taken in respect of these recommendations.
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11. Against this background we remain committed to minimize any national restrictions

on foreign investment. Such restrictions should apply to very limited cases which pri-
marily concern national security. The general principles to be followed in such cases are
non-discrimination, transparency and predictability. In any case, restrictive measures
should not exceed the necessary scope, intensity and duration. Applicable treaties relat-

ing to investment remain unaffected. We encourage the OECD to continue its work on
these issues, especially by identifying best practices and by further developing general
principles. We will work with the OECD and other fora to develop further our common
understanding of transparency principles for market-driven cross border investment of

both private and state-owned enterprises.

The global investment environment

12. Emerging economies benefit considerably from inward FDI while acting increasingly

as countries of origin of FDI. We see the need and the opportunity to work towards a
level playing field for all investors. Companies from G8 countries investing in emerging
economies expect to find the same open investment environment as companies from
such countries investing in G8 countries. Openness to investment is beneficial for all

parties involved.

13. We underscore that market-driven technology transfer is an important globalisation
catalyst. Governments have a role in establishing and maintaining the appropriate insti-
tutions and legal regulatory policy frameworks necessary to enable technology flows on

a commercial basis and assuring the respect of intellectual property rights.

14. Open and transparent procurement markets are an important precondition for cross-
border investments. We invite all our partners, in particular the major emerging econo-
mies, to create a level playing field for national and foreign tenderers. This may include

considerations to join the WTO's Government Procurement Agreement (GPA).

15. We call on the emerging economies to adopt the OECD Declaration on International
Investment and Multinational Enterprises. We invite the major emerging economies to
participate in a structured High Level Dialogue on investment conditions in industrialised

countries and emerging economies as part of the Heiligendamm Process. A stocktaking
exercise, an examination of best practices and the implementation of peer review
mechanisms to promote an open, efficient investment environment that aims to remove
remaining barriers to investment should be a good start. We ask the OECD to provide a

platform for such a dialogue.
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Investment in developing countries

16. Unlike industrialized and emerging economies, many less advanced developing
countries often reap only inadequate benefits from FDI. In shared responsibility with our

developing country partners we want to enable quality FDI inflows to grow, inflows that
help local infrastructure facilitate the operations of national and foreign investors that
improve the skills of the local labour force and the advantages of transfers of manage-
ment skills and technology that accrue from FDI increase, and that support the ability of

domestic firms to supply inputs to foreign-invested companies or strengthen interna-
tional value chains. Economic, social and environmental aspects of sustainability are
crucial in order to maximize the FDI benefits for all developing countries, including least
developed countries.

17. We support the regional and multilateral development banks (MDBs), including the
International Finance Corporation (IFC) and the Multilateral Investment Guarantee
Agency (MIGA), in addressing the problem of poor business environments in their bor-
rowing members and urge them to integrate efforts to address these impediments to

investment in their country strategies and budgets.

18. We support the initiative of G8 Finance Ministers to foster the development of
deeper, more liquid local bond markets in emerging economies. This can make an im-
portant contribution to reducing the vulnerability of individual countries to crises and to

enhancing the financial stability of emerging countries as a whole.

19. We support the OECD Policy Framework for Investment and UNCTAD Investment
Policy Reviews as valuable mechanisms in defining a shared understanding of healthy
investment climates in emerging economies and developing countries. The OECD Pol-

icy Framework for Investment could be translated into national practices and develop-
ment strategies, especially for countries under the New Partnership for African Devel-
opment (NEPAD) and Asia Pacific Economic Cooperation (APEC) framework. We invite
the OECD, UNCTAD and other organisations such as the World Bank to consider pro-

viding the necessary support for this purpose.

20. We invite UNCTAD and the OECD to jointly engage industrialized countries, emerg-
ing economies and developing countries in the development of best practices for creat-
ing an institutional environment conducive to increased foreign investment and sustain-

able development. Such a comprehensive process should be closely connected with the
twelfth UN Conference on Trade and Development (UNCTAD XII) planned for 20th to
25th April 2008 in Accra (Ghana).
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Investment and responsibility – the social dimension of globalization

21. Globalization and technological progress have resulted in rapid structural change in
many regions and economic sectors. We acknowledge that structural change is the in-

evitable result of progress and that it brings dislocations along with opportunities. Open
markets rest on political acceptance, social inclusion, gender equality and the integra-
tion of traditionally under-represented groups such as older workers, youth, immigrants
and persons with disabilities. In order to address the social dimension of the globalisa-

tion process, we identify the four following areas of action.

22. Promoting and further developing social standards: We are convinced that a global-
isation that is complemented with social progress will bring sustainable benefits to both
industrial and developing countries. We recognize our responsibility for an active contri-

bution towards this objective. Therefore, we support the International Labour Organiza-
tion’s (ILO) Decent Work Agenda with its four pillars of equal importance: the effective
implementation of labour standards, especially the ILO core labour standards, the crea-
tion of more productive employment, further development of inclusive social protection

systems and the support of social dialogue between the different stakeholders.

23. While stressing that labour standards should not be used for protectionist purposes,
we invite the WTO members and interested international organizations, in close collabo-
ration with the ILO, to promote the observance of internationally recognized core labour

standards as reflected in the ILO declaration on Fundamental Principles and Rights and
its follow-up. We also commit to promoting decent work and respect for the fundamental
principles in the ILO Declaration in bilateral trade agreements and multilateral fora.

24. Strengthening the principles of Corporate Social Responsibility: In this respect, we

commit ourselves to promote actively internationally agreed corporate social responsi-
bility and labour standards (such as the OECD Guidelines for Multinational Enterprises
and the ILO Tripartite Declaration), high environmental standards and better govern-
ance through OECD Guidelines’ National Contact Points. We call on private corpora-

tions and business organizations to adhere to the principles in the OECD Guidelines for
Multinational Enterprises. We encourage the emerging economies as well as develop-
ing countries to associate themselves with the values and standards contained in these
guidelines and we will invite major emerging economies to a High Level Dialogue on

corporate social responsibility issues using the OECD as a platform.

25. We stress in particular the UN Global Compact as an important CSR initiative; we
invite corporations from the G8 countries, emerging nations and developing countries to
participate actively in the Global Compact and to support the worldwide dissemination of

this initiative.

26. In order to strengthen the voluntary approach of CSR, we encourage the improve-
ment of the transparency of private companies’ performances with respect to CSR, and
clarification of the numerous standards and principles issued in this area by many dif-
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ferent public and private actors. We invite the companies listed on our Stock Markets to

assess, in their annual reports, the way they comply with CSR standards and principles.
We ask the OECD, in cooperation with the Global Compact and the ILO, to compile the
most relevant CSR standards in order to give more visibility and more clarity to the vari-
ous standards and principles.

27. Reinforcing Corporate Governance: Corporate governance is a key element in im-
proving economic efficiency and growth as well as enhancing investor confidence. Good
corporate governance provides proper incentives for the board and management to
pursue objectives that are in the interests of the company and its shareholders and fa-

cilitates effective monitoring and surveillance. While corporate governance challenges
are present everywhere, they are particularly acute in emerging economies. We en-
courage the widest adherence to the OECD Corporate Governance Principles and sup-
port the continuation of the work of the OECD / World Bank Regional Corporate Gov-

ernance Roundtables.

28. Investing in social protection systems: Social protection is an investment in a coun-
try's economic future and a cost-effective way of fighting poverty. It includes appropriate
protection against life's major risks and appropriate coverage for everyone, aiming at

improved education and health. Social protection has the capacity to contribute to indi-
vidual employability and to ensure that those who can work obtain adequate support to
find employment and to obtain skills demanded by the labour market.

29. Social protection systems contain some universal elements and should be based on

values such as social equity, fairness, and justice in order to promote equal opportuni-
ties and participation. We believe that social security systems require further develop-
ment and extension of coverage taking into account nations’ abilities to provide such
coverage given their varying states of economic growth and recognizing the fact that

there can be no one size fits all model of social protection. We agree to keep this issue
on our development policy agenda, encouraging relevant international organizations to
work in close cooperation on this issue. We recognize that in conjunction with economic
growth and active labour market policies, social security is an instrument for sustainable

social and economic development.
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PROMOTING INNOVATION – PROTECTING INNOVATION

30. Science, research and innovation today more than ever form the basis of economic
growth and prosperity. Political and economic strategies to foster innovation are there-
fore key elements for the future development of industrialised countries, emerging
economies and developing countries alike. We will undertake to bring forward an inter-

national economic and political environment that promotes and protects innovation.

Innovation for Sustainable Growth

31. Forward looking innovation policy is geared towards promoting the research com-
munity and towards translating ideas, the product of the research process, into innova-

tive products and services. Whereas the promotion of research involves education and
higher-education policy, economic policy can play a crucial role in promoting the transla-
tion of research into innovative products and in fostering an innovation-friendly business
environment. Both tasks benefit from the engagement of national governments. Interna-

tional cooperation and exchanges can supply a substantial impetus in the shaping of
national policy. Cooperation between advanced and developing countries in research
activities in the field of science and technology should also be strengthened.

32. Because we strive to provide scientific and technical leadership we also recognize

our responsibility for a long-term oriented research initiative that will focus on concentra-
tion of scientific research and improved technological capacity in order to be able to re-
act most effectively to future global challenges. We recognize the increasing signif i-
cance of many emerging economies in science and research and invite them to actively

participate in this process by reinforcing already existing cooperative efforts in the
OECD building also on the results of ongoing work promoted inter alia by the relevant
UN bodies.

33. In this respect we support the engagement of the OECD to work on proposals for

topical international collaborative efforts. Based on the work of the Global Science Fo-
rum (GSF), we recognize the value that the GSF will bring as the moderator of this
process. We also support the sharing of information among the G8 and emerging
economies on national research endeavours in order to identify priorities that could be

enhanced by collaborative research efforts, joint initiatives and programmes on areas of
common interest. Possible areas of cooperation could be sustainable use of water and
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land and research in the field of energy efficiency as well as the promotion of environ-

mentally-related innovations both in the public and in the business sector. We will work
together to achieve more effective coordination and cooperation in our research efforts
in these fields.

Intellectual Property Protection as the Backbone of Innovation

34. A fully functioning intellectual property system is an essential factor for the sustain-
able development of the global economy through promoting innovation. We recognize
the importance of streamlining and harmonizing the international patent system in order

to improve the acquisition and protection of patent rights world-wide.

35. The benefits of innovation for economic growth and development are increasingly
threatened by infringements of intellectual property rights worldwide. We therefore
strongly reaffirm our commitment to combat piracy and counterfeiting. Trade in pirated

and counterfeit goods threatens health, safety and security of consumers worldwide,
particularly in poorer countries. In this regard we welcome work on the WHO initiative to
implement the International Medicinal Products Anti-Counterfeit Taskforce (IMPACT).
Our common efforts in this combat are therefore in the interest of all countries at all lev-

els of development.

36. We commit to strengthen cooperation in this critical area among the G8 and other
countries, particularly the major emerging economies, as well as competent interna-
tional organizations, notably the World Intellectual Property Organization (WIPO), WTO,

the World Customs Organization (WCO), Interpol, the World Health Organization
(WHO), the OECD, APEC, and the Council of Europe. We invite these organizations to
reinforce their action in this field.

37. We welcome the joint Declaration of the business communities of all G8 countries

on “Strategies of G8 Industry and Business to Promote Intellectual Property Protection
and to Prevent Counterfeiting and Piracy” which highlights actions companies are taking
to secure their intellectual property rights at home and abroad and to keep their global
supply chains free of pirated and counterfeit goods – from producers and distributors,

retailers and merchandisers. Industry and business have an essential role to play in pro-
tecting innovation, and we will engage our respective private sectors on effective solu-
tions with regard to both the supply and the demand side of piracy and counterfeiting.
We also welcome educational campaigns with the help of business communities in our

countries directed at raising awareness of consumers with regards to the negative ef-
fects of counterfeiting and piracy.

38. In light of the urgency to implement concrete measures which will improve and

deepen cooperation among G8 partners and deliver real enforcement results, we decide

to undertake the following:
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(a) We endorse the Guidelines for Customs and Border Enforcement Cooperation de-

signed to strengthen cooperation and coordination among our national customs and law

enforcement administrations. In this context we especially welcome the development of

an effective information exchange system – where appropriate - in close association

with the WCO which will lead to improved cooperation among the relevant enforcement

authorities worldwide.

(b) We endorse new Guidelines for Technical Assistance on intellectual property rights

protection to interested developing countries, as well as a mechanism to better coordi-

nate and leverage existing G8 assistance to such countries with a view to building the

capacity necessary to combat trade in counterfeited and pirated goods to strengthen

intellectual property enforcement. In partnership with certain developing countries we

agree to launch technical assistance pilot plans with a view to building the capacity nec-

essary to combat trade in counterfeited and pirated goods to strengthen intellectual

property enforcement. The progress on these pilot plans will be reviewed by the G8 in

2008.

(c) We endorse the recommendations aimed at improving G8 member countries’ coop-

erative actions to combat serious and organized intellectual property rights crimes and

the further work on their basis to facilitate structured international cooperation regarding

the investigation and prosecution of those crimes.

(d) While appreciating the information contained in the OECD report estimating the eco-

nomic impacts of counterfeiting and piracy on national economies and right holders, as

well as public health and safety, we will encourage the OECD to work with member

states to further identify and target in its report specific areas for concrete actions.

(e) We recognize the need for continued study by national experts of the possibilities of

strengthening the international legal framework pertaining to IPR enforcement.

(f) We consider the establishment of an IPR Task Force focusing on anti-counterfeiting

and piracy to look together at how best to improve the working of the international IPR

protection and enforcement, and produce recommendations for action including im-

proved peer review. The issue will also be considered in the Heiligendamm Process.
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A New Dialogue on Innovation and Intellectual Property Protection

39. Lively interaction between science and business, strong protection and enforcement

of intellectual property rights, and the combination of market-based entrepreneurship

and science-based research are increasingly decisive factors in promoting economic

growth and development around the world. We invite the major emerging economies to

a follow up process using the OECD as a platform with the aim of establishing a new

international dialogue on innovation and intellectual property protection as part of the

Heiligendamm Process. Such a dialogue will provide a forum for the positive exchange

on topics critical for growth of successful knowledge economies and the promotion of an

innovation-friendly business environment also taking into account the needs of small

and medium sized enterprises, including: (a) the crucial role and economic value of in-

tellectual property protection and implementation as a central framework condition for

the development of a future-oriented economy based on technological progress and

innovation; (b) effective market incentives for innovation and the diffusion of knowledge

at the national level taking into account recent developments in technology markets;

and (c) the crucial importance of efficient innovation value chains that promote busi-

ness commercialization of patented research results and exploit licensing as a major

driver for the international transfer of technology. The dialogue could furthermore ascer-

tain measures the industrialized countries and major emerging economies can take to

achieve fully effective implementation and protection of intellectual property rights within

their own territory. Fully respecting the mandate, function and role of the competent

multilateral organizations, in particular the WTO and the WIPO, participants in the dia-

logue may also discuss initiatives aimed at strengthening intellectual property rights pro-

tection which should then be addressed in the appropriate international fora. The G8

Summit 2009 will take stock of the progress made by that date.



13

CLIMATE CHANGE, ENERGY EFFICIENCY AND ENERGY SECURITY -

CHALLENGE AND OPPORTUNITY FOR WORLD ECONOMIC GROWTH

40. Humanity today faces the key interlinked challenges of avoiding dangerous climate

change and ensuring secure and stable supplies of energy. Since we met in Glenea-

gles, science has more clearly demonstrated that climate change is a long term chal-

lenge that has the potential to seriously damage our natural environment and the global

economy. We firmly agree that resolute and concerted international action is urgently

needed in order to reduce global greenhouse gas emissions and increase energy secu-

rity. Tackling climate change is a shared responsibility of all, and can and must be un-

dertaken in a way that supports growth in developing, emerging and industrialised

economies, while avoiding economic distortions.

41. We recognise the important opportunities offered by effective action addressing cli-

mate change, in particular for innovation, technological development as well as poverty

reduction. Strong economies together with a wide range of policy instruments such as

market-based mechanisms, including emissions-trading, tax incentives, and regulatory

measures as well as technology cooperation and a shared long-term vision, are key to

guide investment decisions, to generate technology commercialisation, to enhance en-

ergy security, to promote sustainable development and to slow, stabilize and then sig-

nificantly cut global emissions of greenhouse gases.

42. We are committed to take strong leadership in combating climate change. We con-

firm our determination to work among ourselves and with the global community on

global solutions that address climate change while supporting growth and economic

development. We commit ourselves to implement approaches which optimally combine

effective climate protection with energy security. To this end, we are committed to the

further development of the international regime to combat climate change, especially in

the run-up to the UN Climate Change Conference in Indonesia at the end of this year.

Addressing climate change is a long term issue that will require global participation and

a diversity of approaches to take into account differing circumstances.
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and encourage the IEA to further assist major emerging oil consuming countries

to adopt best practices with regard to building, maintaining and coordination the

release of strategic oil reserves.

46. This year we have focussed our discussions on energy efficiency in order to make

an effective contribution towards meeting global climate and energy security challenges.

Improving energy efficiency worldwide is the fastest, the most sustainable and the

cheapest way to reduce greenhouse gas emissions and enhance energy security.

47. We welcome the progress made so far at the meetings of the Gleneagles Dialogue

on Climate Change, Clean Energy and Sustainable Development, held in the United

Kingdom in 2005 and Mexico in 2006. We also welcome the intentions of Germany and

Japan to host the Dialogue meetings during their G8 Presidencies. We look forward to

receiving a report of the Dialogue at the G8 Summit next year under the Japanese G8

Presidency.

CLIMATE CHANGE

48. We take note of and are concerned about the recent UN Intergovernmental Panel

on Climate Change (IPCC) reports. The most recent report concluded both, that global

temperatures are rising, that this is caused largely by human activities and, in addition,

that for increases in global average temperature, there are projected to be major

changes in ecosystem structure and function with predominantly negative conse-

quences for biodiversity and ecosystems, e.g. water and food supply.

Fighting Climate Change

49. We are therefore committed to taking strong and early action to tackle climate

change in order to stabilize greenhouse gas concentrations at a level that would prevent

dangerous anthropogenic interference with the climate system. Taking into account the

scientific knowledge as represented in the recent IPCC reports, global greenhouse gas

emissions must stop rising, followed by substantial global emission reductions. In set-

ting a global goal for emissions reductions in the process we have agreed today involv-

ing all major emitters, we will consider seriously the decisions made by the European

Union, Canada and Japan which include at least a halving of global emissions by 2050.
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We commit to achieving these goals and invite the major emerging economies to join us

in this endeavour.

50. As climate change is a global problem, the response to it needs to be international.

We welcome the wide range of existing activities both in industrialised and developing

countries. We share a long-term vision and agree on the need for frameworks that will

accelerate action over the next decade. Complementary national, regional and global

policy frameworks that co-ordinate rather than compete with each other will strengthen

the effectiveness of the measures. Such frameworks must address not only climate

change but also energy security, economic growth, and sustainable development objec-

tives in an integrated approach. They will provide important orientation for the neces-

sary future investment decisions.

51. We stress that further action should be based on the UNFCCC principle of common

but differentiated responsibilities and respective capabilities. We reaffirm, as G8 lead-

ers, our responsibility to act. We acknowledge the continuing leadership role that devel-

oped economies have to play in any future climate change efforts to reduce global

emissions, so that all countries undertake effective climate commitments tailored to their

particular situations. We recognise however, that the efforts of developed economies

will not be sufficient and that new approaches for contributions by other countries are

needed. Against this background, we invite notably the emerging economies to address

the increase in their emissions by reducing the carbon intensity of their economic devel-

opment. Action of emerging economies could take several forms, such as sustainable

development policies and measures, an improved and strengthened clean development

mechanism, the setting up of plans for the sectors that generate most pollution so as to

reduce their greenhouse gas emissions compared with a business as usual scenario.

52. We acknowledge that the UN climate process is the appropriate forum for negotiat-

ing future global action on climate change. We are committed to moving forward in that

forum and call on all parties to actively and constructively participate in the UN Climate

Change Conference in Indonesia in December 2007 with a view to achieving a compre-

hensive post 2012-agreement (post Kyoto-agreement) that should include all major

emitters.

53. To address the urgent challenge of climate change, it is vital that major economies

that use the most energy and generate the majority of greenhouse gas emissions agree
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ingness to work with developing countries on the costs and benefits of climate change

adaptation measures to help integrating them in national development planning. We

reaffirm our commitment to assist with climate research and risk assessments including

through helping developing countries benefit from satellite observation systems.

59. We will also endeavour under the Montreal Protocol to ensure the recovery of the

ozone layer by accelerating the phase-out of HCFCs in a way that supports energy effi-

ciency and climate change objectives. In working together toward our shared goal of

speeding ozone recovery, we recognize that the Clean Development Mechanism im-

pacts emissions of ozone-depleting substances. We will continue to exercise leadership

in the development of the Global Earth Observation System of Systems (GEOSS).

60. We will report on the progress achieved in the areas mentioned above at the G8

Summit in 2008.

Biodiversity

61. We emphasise the crucial importance of the conservation and the sustainable use

of biodiversity as an indispensable basis for the provision of vital ecosystem services

and the long term provision of natural resources for the global economy. We acknowl-

edge the "Potsdam Initiative – Biological Diversity 2010" presented at the G8 Environ-

mental Ministerial meeting in March 2007 and will increase our efforts for the protection

and sustainable use of biological diversity to achieve our agreed goal of significantly

reducing the rate of loss of biodiversity by 2010.

ENERGY EFFICIENCY

62. The global potential for saving energy is huge. According to the International Energy

Agency, successfully implemented energy efficiency policies could contribute to 80% of

avoided greenhouse gases while substantially increasing security of supply.

63. We recognise that enhanced international cooperation offers enormous opportuni-

ties. Against this background we are committed to further strengthening and increasing

our efforts of co-operation, both at inter-state level as well as within the framework of

the respective international fora and organisations.












