
? )(, 

f3r 
GLOBAL COrvlPACT & CORPORATE SOCIAL 

RESPONSIBILTY 

Developed Based on United Nations Charter 

Compiled By 
Dr. Syed Ferhat Anwar 

Professor 
Institute of Business Administration 

University of Dhaka 

May 2006 

R
~ --, ' ", \i 

l 



H71at is the Global Compact? 

- S" address to tlie World Economic Forum on 31 January 1999, United Nation Secretary-General Kofi 
~-"an challenfled business leaders to join an international 'initiative - the Global Compact - that would bring 
:'"'Mpan!eS together with UN agencies. labor and civil society to support universal environmental and social 
_'Inciples. The Global Compact's operational phase was launched at UN Headquarters in New York on 26 
uly 2000, Today. many hundreds of companies from all regions of the vvorld. international labor and civil 

SOCiety or~lanizations are engaged in the Global Compact, working to advance len,l!iJ1Y_t;I§.QLp.riJl~jJlli:_? in the 
areas of Il\/fDf1nC1ghJ""Ii3P9L tD,f1f'OVI[QnriJ.t?!Jt and?Qti::gQ!r~lpti9n ' 

Through the power of collective action, the Global Compact seeks to promote responsible corporate 
citizenship 50 that business can be part of the solution to the challenges of globalization, In this way, the 
orJvate sector - in partnership with other social actors - can help realize the Secretary-Generars vision: a 
'TIore sustainable and inclusive global economy, 

The Global Compact is a purely voluntary initiative with two objectives: 

.. Mainstream the ten principles in business activities around the world 
• Catalyze actions in support of UN goals 

To achieve these objectives, the Global Compact offers facilitation and engagement th rough several 
mechanisms : Policy Dialoques, Learninq, CountrylRegional Networks, and Projects. 

The Global Compact is not a regulatory instrument - it does not" police", enforce or measure the behavior 
or actions of companies, Rather, the Global Compact relies on public accountability, transparency and the 
enlightened self-interest of companies , labor and civil society to initiate and share substantive action in 
pursuing the principles upon which the Global Compact is based. 

,The G!obal Compact is a network, At its core are the Global Compact Office and six UN agencies: 

Offu:;e .Qf the tliqh Commiss ioner for i-Iuman l~ight5 
l)rl.ltq~i ... N...?ti.Qn.? .. t;nyirQrl.IJ:)9qt.PrQg[<:l.rllm\:~ 
IlJt~'IE0\iQr]~tl_~~1.129..LQIgSlniQ?lJ.QiJ 
w.J1.ltf1(tNgt!Qn$Q~Y~lQPXD0IJtPrQgr.?mm('l 
lJl.1jJ~2:.:LttsttigXl§.lnqlJ?Jri8LPz{§lQPJIi.EJ:1LQ19.Qnj~.?tior1 
\)r1.i.tq9 ... Nflti.qrl§ ... Qffi(;q ... 9.r.l ... P.rqg$ ... !~.I.J\tCri.mq 

The Global Compact involves all the relevant social actors: governments, who defined the principles on 
which the initiative is based; companies , whose actions it seeks to influence; labor. in whose hands tile 
concrete process of global production takes place; civil society organizations, representing the wider 
community of stakeholders; and The United Nations. the world's only truly global political forum. as an 
authoritative convener and facilitator, 

Whjl Participate 

TIler8 are numerous benefits to participating in the Global Compact. 

These include: 

• Demonstrati"ng leadership by advancing responsible corporate citizenship, 
Producing practica l solutions to contemporary problems related to globalization, sustainable 
development and corporate responsibility in a multi-stakeholder context. 

• Managing risks by taking a proactive stance on critical issues, 
Leveraging the UN's global reach and convening power with governments, business. civil 
socie ty and other stakeholders, ' 
Sharing good practices and learning. 



Accessing the UN's broad knowledge in development issues . 
• Improving corporate/brand management, employee morale and productivity. and operational 

efficiencies. 

uman Rights 

r J mom information on the Global Compact's business and human riallls program, please soe also our 
- ,/nauB;gtlt!i issuos page. 

Principle One 

3uslflesses should support and respect the protection of internationally proclaimed human rights within their 
sohere of influence: and 

Principle Two 

',:a e sure they are not complicit in human rights abuses. 

The Origin of the Hliman Rights Principles 

""uman rigilts are universal and belong to everyone equally. The origin of Principles One and Two is in the 
1948 Universal Declaration of Human Rights (UDHR). The aim of this Declaration was to set basic minimum 
'lterna tional standards for the protection of the rights and freedoms of the individual. The fundamental 
flatu re of these provisions means that they are now widely regarded as forming a foundation of international 
Jaw. In particular , the prinCiples of the UDHR are considered to be international customary law and do not 
requi re signature or ratification by the state to be recognized as a legal standard. 

The UDHR is a keystone document; it has been translated into over 3000 languages and dialects. While 
some principles may not be directly applicable to business, consistency with the declaration is important. 

What does the Universal Declaration Say? 

Equality 

The Declaration begins by laying down its basic premise that "all human beings are born free and equal in 
dignity and rights." The Declaration then goes on to give content to its understanding of equality by 
prohibiting any distinction in the enjoyment of human rights on such grounds as race, color. sex, language, 
relig iqn, political or other opinion, national or social origin, property, birth or other status. 

Life and Security 

The rights to life . liberty and security, and the right to be free from slavery servitude, torture or cruel, 
inhuman or degrading treatment or punishment further develop the notion of personal dignity and security. 
The rights of the individual to a just national legal system are also set out. The right to recognition as a 
person before the law. to equal protection of the law, to a judicial remedy before a court for human rights 
violations, to be free from arbitrary arrest, to a fair trial before an independent court, to the presumption of 
innocence and not to be subjected to retroactive penal laws are all set out in the Declaration. 

Personal Freedom 

=< 9 ts protecting a person's privacy in matters relating to family, home, correspondence. reputation and 
-0'1 rand freedorn of movement are all part of the Universal Declaration. The right to seek asylum, to a 
-: opahty, to marry and found a family and the right to own property are also proclaimed by the Declaration 

=-ee::orn of thought. conscience and religion and freedom of opinion and expression are set out along with 
._--= _gh. of peaceful assembly and association and the right to take part in government. 



::: ~:: ~omic , Social and Cultural Freedoms 

::- -g other aspects of the daily lives of people. the Declaration proclaims the right to social security and 
-" :;:;.::Jnomic, social and cultural right indispensable to hl,!man dignity and the free development of each 

':_3 s personality. These rights are to be realized through national efforts and international co
=_.;;-;::m In accordance with conditions in each state. 

-~= (;ht to work is set out. and to equal pay for equal work and to just and favorable remuneration ensuring 
-_ :-,0 worker and the worker's family am existence worthy of human dignity (which can be suppicIT1ented if 
- =-:::essary by other means of social protection). The Declaration also recognizes that right to form and join 
-;:.::e Jnions, the right to rest and leisure, reasonable limitations on working hours and periodic holidays with 
:3. Tne right to a standard of living adequate for health and well being, including food, clothing, housing , 
-e:: cal care , and to social services and security, if necessary, are also proclaimed as are the rights to 
~::.:catio n, and to participate in the cultural life of the community, and to the protection of the moral and 
- a:erial interests resulting from any scientific, literary or artistic production. 

:; obal Compact Principles One and Two call on business to develop an awareness of human rights and to 
... ork within their spl1ere of influence to uphold these universal values, on the basis that responsibility falls to 
every individual in society. 

PRINCIPLE ONE 

3usinesses should support and respect the protection of internationally proclaimed human rights. 

Why Human Rights Are Important for Business 

-;-he responsibility for human rights does not rest with governments or nation states alone. Human rights 
issues are important both for individuals and the organizations that they create. As part of its commitment to 
the Gloi)al Compact, the business community has a responsibility to uphold human rights both in the 
workplace ane) more broadly within its sphere of influence. A growing moral imperative to behave 
responsibly is allied to the recognition that a good human rights record can support improved business 
peliormance. 

Reasons for companies to address human rights issues inclucle: 

Compliance with local and international law 
As a minimum. business should strive to ensure that its operations are consistent with the legal principles 
applicable in the country of operation. The consideration of lawsuits against multinationals for poor practice 
outside thElir country of origin is a growing trend. 

Promoting the rule of law 
Businesses operating outside their country of origin may have an opportunity to promote and raise 
standards in countries where support and enforcement of human rights issues is insufficient. Societies 
where human rights are respected are more stable and provide a good environment for business. 

Addressing consumer concerns 
.A.ccess to global information means that consumers are increasingly aware of where their goods come froln 
an t e conditions under which they are made. A proactive approach to human rights can reduce the 
:: :entialiy negative irnpacts of adverse publicity from consumer organizations and interest groups. 

Supply chain management 
::. :::a sourcing and manufacturing means that companies need to be fully aware of potential human rights 
-" =-s XOi upstream and downstream. Promoting best practice in human rights will allow b.usiness to select 
;;-.:: -:. - 3'£0 business partners. 



~c"easing worker productivity and retention 
--~'=-s who are treated with dignity and given fair and just rewards for their work are more likely to be 
_ - r::uve and remain loyal to an employer. New recruits increasingly consider the social and environmental 

~:;;:<c of companies when making their choice of employ~r. 

Building good community relationships 
- : ~oanies that operate on a global basis are visible to a large audience world-wide as a result of the 
::-.ances in communications technologies . Addressing human rights issues positively can bring rewards 

: .- at site level. within local communities, as well as in the broader global commons in which companies 
:::erate. 

Bringing Human Rights Into Company Policy and Culture 

:.. <ey starting poi nt is for individuals within companies to develop an understanding of the issues , for 
'" 'e pie by making refere-nce to the Universal Declaration of Human Rights_ Companies also need to 
=-SJre that they are respecting existing national laws in the countries where they operate, and identify how 
--,=se may vary according to local culture. Equally important is that respect for human rights is embedded in 
: e core values and culture of the organization. 

--,e development and implementation of a human rights policy should take into account any appropriate 
guidelines and, where possible, include input from and consultation with relevant stakeholder groups. 

Some ideas for bringing human rights into company policy are by -

.. developing a company policy and strategy to support human rights, 
• developing a health and safety management system, 

providin9 staff training on human rights issues and how they are affected by business, 
• providing staff train ing on internal company policies as they relate to human rights 
• performing human rights impact assessments of business activities and reviewing them 

regularly, 
• discussing human rights impacts with affected groups, and 
• working to improve working conditions in consultation with the workers and their 

representatives_ 

Finally, there are a number of examples of how companies can guarantee human rights through their daily 
actiVities: 

(a) In the workplace: 

& by providing safe and healthy working conditions, 
• by guaranteeing freedom of association, 

by ensuring non-discrimination in personnel practices, 
by ensuring that they do not use directly or indirectly forced labor or child labor, and 

~ by providing access to basic health, education and housinn for the workers and their families, if 
these are not provided eisewhere. 

- - he community: 

by preventing the forcible displacement of individuals , groups or communities, 
• by working to protect the economic livelihood of local communities, and 

by contributinn to the public debate Companies interact with all levels of government in the 
countries where they operate. They therefore have the right and responsibility to express their 
views on matters that affect their operations, employees, customers and the communities of 
:: ich they are a part. 



. cornpanies use security services to protect their operations. they must guarantee that existing 
-8 gUidelines and standards for the use of force are respected. 

CIPLE TWO 

- -'.:5S€-S shou ld make sure they are not complicit in human rights abuses . 

plicity 

-- ~gree that "complicity" is a difficult concept to appreciate and categories, and understandin~l 
~ -'ty in order to avoid complicity in human rights violations, represents an important challenge for 

~2::;S As the dynamics between governments, companies, and civil society organizations is changing, 
"'. :.::: does our understanding of when and how different organizations should take on responsibilities for 

_ ~3'" rights issues. Whilst recognizing that the role of governments in ensuring respect for human rights 
- _. ~ues to be extremely important, the changing operating context for business has prompted the ,Office of 
- =- - gh Commissioner for Human Rights (OHCHR) to lead efforts to define what constitutes corporate 
. :~;:: IClty in human rights abuses. 

" portant to understand that in a business context the notion of complicity can occur in a number of 
:'''''s -

Direct CompliCity 
::::curs when a company kno\<vingly assists a state in violating human rights. An example of this is in the 
:ase where a company assists in the forced relocation of peoples in circumstances related to business 
activity. 

Beneficial Complicity 
Suggests that a company benefits directly from human rights abuses committed by someone else. For 
example, violations committed by security forces, such as the suppression of a peaceful protest against 
business activities or the use of repressive measures while guarding company facilities, are often cited in 
ihis context. 

Siientcomplicity 
Describes the way human rights advocates see the failu re by a company to raise the question ot systematic 
or continuous human rights violations in its interactions with the appropriate authorities. For example, 
inaction or acceptance by companies of systematic discrimination in employment law against particular 
groups on the grounds of ethnicity or gender could bring accusations of silent complicity. 

Contemporary lssues 

Hurr1an rights issues have become increasingly important as the nature and scope of business has changed. 
Different actors liave different roles to play and it is important for business to be aware of the contemporary 
factors that have made hurnan rights an organizational issue. 

Globalization .. the qrowth in private investment has witnessed companies expanding operations to countries 
previously untouched by global markets. In some instances these countries have poor human rights records 
andlor the capacity of the state to address these issues is limited. In these cases the role of business in 
::' moting and respecting human rights is particularly important. 

-:-,: ',-" of Civil society· in sOllle instances the capacity of the state to address human rights issues have 
:: ~ - soed. As a result. a steady alienation of people has occurred towards just those public institutions that 

::--,: cs:abiished to serve them. Non-governmental organizations of all types and sizes have grown to fill the 
_ : . ::'-oglessively influencing both public policy and the market agenda. They include new hurnan rights, 
"'--. ,,- corporate accountability organizations. 



--ansparency and Accountability - the need for transparency in business practice has been highiighted both 
- globalization, the growth of civil society interests and some recent problems in the corporate sector. 
- :C'/ances in information technologies and global communications mean that companies can ill afford to 
::nceal poor or questionable practices. 

Poss ible Actions by Business 

~I effective human rights policy will help companies avoid being implicated in human rights violations. In 
:'der to avoid such situations, companies may wish to consider the following: 

" Has the company made human rigllts assessment of the situation in countries where it does, 
or intends to do, business so as to identify the risk of involvement in human riqlits abuses and 
the company's potential impact on the situation? 

• Does the company have explicit policies that protect the human rights of workers in its direct 
employment and throughout its supply chain? 

• Has the company established a monitoring system to ensure that its human rights policies are 
being implemented? 

• Does the company have an explicit policy to ensure that its security arrangements do not 
contribute to human rights violations? This applies whether it provides its own security, 
contracts it to others or in the case where security is supplied by the State . 

• Does the company actively engage in open dialogue with human-Tights organizations? 

With respect to this last issue it is suggested that businesses: 

• respect international guidelines and standards for the use of force (e.g. the UN Basic 
Principles on the Use of Force and Firearms by Law Enforcement Officials and the UN Coele of 
Conduct for Law Enforcement Officials); 

• if financial or material support is provided to security forces , establish clear safeguards to 
ensure that these are not then used to violate human rights; and make clear in any 
agreements with security forces that the business will not condone any violation of 
international human rights laws: and 

.. privately and publicly condemn systematic and continuous human rights abuses. 

Labor 

Principle Three 

Businesses should uphold the freedom of association and the effective recognition of the right to collective 
bargaining ; 

Principle Four 

the elimination of all forms of forced and compulsory labor; 

Principle Five 

the effective abolition of child labor: and 

Principle Six 

eliminate discrimination in respect of employment and occupation. 

The Origin of the Labor Standard Principles 

-he four labor principles of the Global Compact are taken from the IL.O's Declaration on Fundamental 
J'lnciples and Rights at Work. This Declaration was adopted in 1998 by the International Labor Conference, 
a (early tripartite meeting that brings together governments, employers and workers from 177 countries. The 



- ,,:: aration calls upon all ILO Member States to apply the principles in line with the original intent of the core 
-:- Jentions on which it is based. A universal consensus now exists that all countries . regardless of level of 
~:~ '1omic development. cultural values, or ratifications of the relevant ILO Conventions, have an obligation 
.: -€spect. promote, and realize these fundamental principles and rights. At the most recent G8 Meeting in 
:: . an. Franco, in 2003. tho leaders of the industrialized world encouraged companies to work with other 
-:::'ties to Implement the Declaration. 

-"e PrinCip les and F{ights identified in the ILO Declaration comprise the labor portion of the Global Compact 
~hey are: 

.. to promote and realize in good faith the right of workers and employers to freedom of 
association and the effective recognition of the right to collective bargaining: 

• to work towards the elimination of all forms of forced or compulsory labor: 
the effective abolition of child labor; and 
the elimination of discrimination in respect of employment and occupation. 

=>RINCIPLE THREE 

:: _s nesses should uphold the freedom of association and the effective recognition of the right to collective 
_2rgal ll inq. 

=reedom of Association and Collective Bargaining 

=~slnesses face many uncertainties in this rapidly changing global market. Establishing genuine dialogue 
:h freeiy chosen workers' representatives enables both workers an(j employers to understand each other's 

;)roblems better and find ways to resolve them. Security of representation is a foundation for building trust on 
:::oth sides. Freedom of association and the exercise of collective bargaining provide opportunities for 
::onstructive rather than confrontational dialogue, and this harnesses energy to focus on solutions that result 
n benefits to the enterprise. its stakeholders, and society at large. 

A number of studies incHcate that the dynamic that results from freedom of association can set in motion a 
'·decent work"-cycle that increases productivity, incomes and profits fO!' all concerned. The guarantee of 
representation through a "voice at work" facilitates local responses to a globalize economy. and serves as a 
basis for sustainable growth and secure investment returns. The results help bridge the widening 
representational gap in global work arrangements, and facilitate the input of those people, regions and 
economic sectors - especially women and informal sector workers - who otherwise may be excluded from 
pa rt icipating in processes that build decent wO!'k environments. 

Freedom of Association 
Freedom of association implies a respect for the right of employers and workers to Join associations of their 
own choice. It does not mean that workforces must be organized or that companies must invite unions in . 
Employers should not interfere in an employee's decision to associate, or discriminate against the E!mployee 
or a representative of the employee. 

"Association" includes activities of rule formation, administration and the election of representatives. The 
freedom to associate involves employers, unions and workers representatives freely discussing issues at 
work in order to reach agreements that are jointly acceptable. These freedoms also allow for industrial action 
to be taken by workers (and organizations) in defense of their economic and social interests. 

Collective Bargaining 
Collective bargaining refers to the process or activity leading up to the conclusion of a collective agreement. 
Collective bargaining is a voluntary process used to determine terms and conditions of work and the 
regulation of relations between employers, workers and their orGanizations. 

An important part of the effective recoGnition of the right to collective bargaining is the 'principle of good 
'alth'. This is important for the maintenance of the harmonioLis development of labor relations. This principle 
'Tlolies that the ·social partners work together and make every effort to reach an agreement through genuine 



3'ld constructive negotiations, and that both parties avoid unjustified delays in negotiations. The principle of 
;tood faith does not imply a pre-defined level of bargaining or require compulsory bargaining on the part of 
,,'Ylployers or workers and their organizations. 

Possible Strategies for Business 
- he Global Compact does not suggest that employers change their industrial relations frameworks. 
-]owever, 3S organizations such as the International Organization for Employers have indicated , some 'high 
:erfOrmance' companies have recognized the value of using dialogue and negotiation to achieve competitive 
outcomes. 

What companies can do: 

In the workplace 

.. Ensure that all workers are able to form and join a trade union of their choice without fear of 
intimidation or reprisal. 

<> Ensure union-neutral policies and procedures in SUCll areas as applications for employment 
and record-keeping; and decisions on advancement, dismissal or transfer. 

• Provide facilities to help worker representatives carry out their functions within the company's 
needs, size and capabilities. 

" These facilities include the ability to collect union dues on company premises, posting of trade 
union notices, and distribution of union documents related to normal trade uhion activities in 
the enterprise, and time-off with pay for union activities. 

At the bargaining table 

.. F\ecognize representative organizations for the purpose of collective bargaining. 

.. Use collective bargaining as a constructive forum for addressing working conditions and terms 
of employment and relations between employers and workers, or their respective 
organizations. 

.. Address any problem··solving or preventive need within the imagination and interests of 
workers and management, including restructuring and training needs, redundancy procedmes, 
safety and health issues, grievance and dispute settlement procedures, disciplinary rules, and 
family and community welfare. 

e Provide information needed for meaningful bargaining. 
,. Balance dealings with the most representative trade union to ensure the viability of smaller 

organizations to continue to represent their members. 

the community of operation 

• Take account of the climate in labor-management relations in the country when ensuring 
freedom of association and collective bargaining. In countries with insufficient legal protections, 
take steps to preserve the safety and confidentiality of trade unions and their leaders. 

• Support the establishment and functioning of localinational employers' organizations, and trade 
unions. 

,. Inform the local community, media and public authorities of your company's endorsement of 
the UN Global Compact and its intention to respect its provisions, including those on 
fundamental workers' rights . 



=RINCIPLE FOUR 

__ : .... asses should uphold the elimination of all forms of forced and compulsory labor. 

.,.,reed Compulsory Labor 

=--:ed or compulsory labor is any work or service that is extracted from any person under the menace of 
- oenalty, and for which that person has not offered himself or herself voluntarily. Providing wages or 
.- 2 r compensation to a worker does not necessarily indicate that the labor is not forced or compulsory. By 
;: -; labor should be freely given and employees should be free to leave in accordance with established 

_ 2S 

:. : "Ced labor deprives societies of the opportunity to develop human resources for the modern labor market, 
,,-:: to develop skills and educate children for the labor markets of tomorrow. The debilitating consequences 
:; 'arced labor are felt by the individual, in paliicular by children, as well as by the economy itself since the 
:egradation of human capital and social stability results in insecure investments, 

::.: retarding the proper development of human resources, forced labor lowers the level of productivity and 
,=conomic growth for society generally. The loss of income due to disruption of regular jobs or income
;enerating activities reduces the lifetime earnings of whole families and with it, the loss of food, shelter. and 
"'ealtl1 care. 

;Jhile companies operating legally do not normally employ such practices, forced labor can become 
associated with enterprises through their use of contractors and suppliers. As a result, all managers should 
be aware of the forms and causes of forced labor, as well as how it might occur in different industries. 
Forced and compulsory labor can take a number of forms: 

.. slavery, 

.. bonded labor or debt bondage, an ancient practice but still in use in some countries, in which 
both adults and children are obliged to \-vork in slave-like conditions to repay debts of their ol,vn 
or their parents or relatives, 

" child labor in particularly abusive conditions where the child has no choice about whether to 
"vork, 

.. the work or service of prisoners if they are hired to or placed at the disposal of private 
individuals, companies or associations involuntarily and without supervision of public 
authorities, 

til labor for development purposes required by the authorities. for instance to assist in 
construction, agriculture, and other public works , 

.. work required in order to punish opinion or expression of views ideologically opposed to the 
established political , social or economic system, and 

.. exploitative practices such as forced overtime or the lodging of depOSits (financial or personal 
documents) for employment 

Strategies for Business 

Organizations need to determine whether forced labor is a problem within their business sector. It is 
important to mention that although high profile cases are typically report.ed as occurring in developing 
countries, forced labor is also present in developed countries and as such shOUld be viewed as a global 
issue, 

Understanding the causes of forced labor is the first step towards taking action against forced labor, which 
requires a comprehensive set of interventions to address not only ti,e needs of individual forced laborers but 
also the needs of their falT1ilies. Therefore, if forced labor is identified then these individuals should be 
removed and facilities and services should be provided to enable them to make adequate alternatives. 

In general, a combination of workplace and community actions is needed to help ensure the eradication of 
forced labor practices , 



the workplace 

• make availab le to all employees, employment contracts stating the terms and conditions of 
service, the voluntary nature of employm~nt. the freedom to leave (including the appropriate 
procedures) and any penalties that may be associated with a departure or cessation of work 

" in pianning and conducting business operations, ensure that workers in debt bondage or in 
other forms of forced labor are not engaged and. where found. provide for the removal of such 
workers from the workplace with adequate services and provision of viable altematives in the 
community of operation 

Q institute pOlicies and procedures to prohibit the requirement that workers lodge financial 
deposits with the company 

.. if hiring prisoners for work in or outside prisons. ellsure that their terms and conditions of work 
are similar to those of a free employment relationship in the sector involved. and that they have 
given their consent to working for a private employer 

• ensure that large scale development operations in which an employer participates do not rely 
on forced labor in any phase 

In the community of operation 

" assist in the development of guidelines by sectoral industrial associations and small or medium 
enterprises where debt bondage or such practices are known to be commonplace 

" support and help design education, vocational training, and counseling programs for children 
removed from situations of forced labor 

• help develop skills training and income-generating alternatives, including micro-credit financing 
programs. for adults removed from situations of forced labor 

• encourage supplementary health and nutrition programs for workers removed from dangerous 
forced labor, and provide medical care to assist those affected by occupational diseases and 
malnutrition as a result of their involuntary work 

PRINCIPLE FIVE 

Businesses should uphold the effective abolition of child labor. 

ChHd Labor 

Chilcllat)or has occurred at some pOint in time in virtually all parts of the world as nations have unclerqone 
different stages of development. It remains a serious issue today in many rJeveloping countries - although it 
also exists (more invisibly) in the developed, industrialized countries where it occurs for example in some 
immigrant communities. 

Forced labor deprives societies of the opportunity to develop human resources for the modern labor market, 
and to develop skills and educate children for the labor markets of tomorrow. The debilitating consequences 
of forced labor are felt by the individual, in particular by children, as well as by the economy itself since the 
degradation of human capital and social stability results in insecure investments. 

Child labor deprives children of their childhood and their dignity. Many of the children work long hours for low 
or no wages, often under conditions harmful to their health. physical and mental development. They are 
deprived of an eciucationand may be separateej from their families. Children who do not complete their 
primary education are likely to remain illiterate and never acquire the skills needed to get a job and 
contribute to the development of a modern economy. Consequently child labor results in scores of under
skilled , unqualified workers and jeopardizes future improvements of skills in the workforce. 

Ch ild labor occurs because of the pressures of poverty and lack of development, but also simply as a result 
of exploitation It exists both in the formal and in the informal economy. However, it is in the latter case 
'. 'Jere the majority of the worst forms of child labor are found. 



: _gh children enjoy the same human rights as adults , their lack of knowledge, experience and power 
- =.::~s that they also have distinct rights by virtue oftheir age, These rights include protection from' 

__ -omic exploitation and work that may be dangerous to their health or morals and that may hinder their 
=. 2!opment This does not mean that children should not be allowed to work, rather that there are 
.=-:ards that distinguish what constitutes acceptable or.unacceptable 'vvork for children at different ages 
-: stages of their development 

::-:)loyer5 should not use child labor in ways that are socially unacceptable and that lead to a child lOSing 
3 or her educational opportunities The complexity of the issue of child labor means that companies need 

- address the issue sensitively, and not take action Which may force working children into more exploitative 
: '"1S of work Nevertheless, as Principle 5 states, the goal of all companies should be the abolition of child 
;:;or \Nithin their sphere of influence, 

. s useful to mention that the use of child labor can damage a company's reputation, This is especially true 
- ;he case of transnational companies who have extensive supply and service chains, where the economic 
=}(ploitation of children, even by a business partner, can damage a brand image and have strong 
-epercussions on profit and stock value. ' 

Definitions 

_0 conventions recommend a minimum age for admission to employment or work that mLJst not be less 
han the age for completing compulsory schooling , and in any case not less than 15 years, Lower ages are 
permitted - generally in countries where economic and educational facilities are less well-developed the 
minimul'l'l age is14 years and 13 years for 'light work', On the other l,and the minimum age for hazardous 
work is higher at 18 years, 

Reg ular \Nark 15 Years 

I-I azardous Work 18 Years 

Regular Work 

Hazardous Work 

14Years 

18 Years 

Priority is given to eliminating, for all persons under the age of 18, the worst forms of child labor, including 
hazardous types of work or employment The worst forms of child labor are defined as -

e ail forms of slavery - this includes the trafficking of cilildren, debt bondage, forcer) and 
compulsory labor, and the use of children in armed conflict; 

" the use, procuring or offering of a child for prostitution, for the production of pornography or fo r 
pornographic purposes; 

" the Lise, procuring or offering of a child for illicit activities, in particular the production and 
trafficking of drugs: and 

" work which is likely to harm the health , safety or morals of the child as a consequence of its 
nature or the circumstances under which it is carried out 

for Companies 

Developinn an awareness and understanding of the causes and consequences of child labor is the first step 
that a company can take toward action against child labor. This means identifying the issues and 
determining wl,etl,or or no! child labor is a problem within the business, Companies sourcing in speCific 
industry sectors with geographically distant supply chains need to be particularly vigilant 

Forced labor deprives societies of the opportunity to develop human resources for the modern labor market, 
and to develop skills and educate children for the labor markets of tomorrow . The debilitating consequences 
of forced labor are felt by the individual. in particular by children, as well as by the economy itself since the 
degradation of human capital and social stability results in insecure investments, 

However. discovering if child labor is being used can be difficult, for example in the case where documents 
or records are absent, and companies may consider using local non-governmental organizations, 
development organizations or UN agencies to assist in this process, 



- occurrence of child labor is identified, the children need to be removed from the workplace and 
~ . ded with viable alternatives, These measures often include enrolling the children in schools and offering 
:.:rne-generating alternatives for the parents or above-working age members of the family, Cornpanies 
:.~.:: to l)e aware that, without support, children may be forced into "Norse circumstances such as 

_ '::slItution, and that, in some instances where children are the sole providers of income. their immediate 
:o~0va! frorn work may exacerbate rather than relieve the hardship, 

ctions 

• o,at can business do concretely? 

n the workplace 

.. adhere to minimum age provisions of national labor laws and regulations and, where national 
law is insufficient. take account of international standards 

~ use adequate and verifiable mechanisms for age verification in recruitrnent procedures 
" when children below tlie legal working age are found in the workplace, take measures that 

provide for their removal along with adequate services and viable alternatives both for the 
children and their families 

" exercise influence on subcontractors, suppliers and other business affiliates to combat child 
labor 

" develop and implement mechanisms to detect child labor 
.. make sure adult workers are given secure employment and decent wages and vmrking 

conditions so that they do not need to send their children to work 

In the community 

• assist in the development of guidelines by sectoral industrial associations and small to medium 
sized enterprises 
support and help deSign educational, vocational training, and counseling programs for working 
children, and skills training for parents of working children 

~ encoUl"age and assist in launching supplementary health and nutrition programs for children 
removed from dangerous work, and provide medical care to cure children of occupational 
diseases and malnutrition 

pRINCIPLE SIX 

Businesses should uphold the elimination of discrimination in respect of employment and occupation, 

Discrim ination 

The definition of discrimination in employment and occupation is "any distinction, exclusion or preference 
which has the effect of nullifying or impairing equality of opportunity or treatment in employment or 
occupation", and is made on the basis of "race, color, sex, religion, political opinion. national extraction or 
social origin", Discrimination may also occur on the basis of physical or mental disability, Obviously, 
distinctions based strictly on the inherent requirements of the job are not discrimination, 

Discrimination can arise in a variety of work-related activities. These include access to employment and to 
particular occupations, and to training and vocational guidance. Moreover, it can occur with respect to the 
te rms and conditions of the employment, such as for example equal remuneration, hours of work and rest , 
paidhoiidays, maternity leave, security of tenure, advancement, social security, and occupational safety and 
health, In some countries additional issues for discrirnination in the workplace , such as age and HIV status, 
are growing in importance. It is also important to realize that discrimination at work arises in a range of 
settings , and can be a problem in a rural agricultural business or in a high technology city-based business. 



- ~ nation means simply that employees are selected on the basis of their ability to do the job and 
- S '10 distinction , exclusion or preference made on other grounds. Employees who experience 
~- on at work are denied opportunities and have their basic human rights infringed. This affects the 

; ::mcerned and negatively influences the greater contribution that they might make to society. 

'mination - Direct and Indirect 
- -alion can take many forms. both in terms of gaining access to employment and in the treatment of 

'::::5 once they are in work. 

:;"" direct, such as when laws, rules or practices explicitly cite a reason such as sex or race to deny 
.::::)ortunity. Most commonly, discrimination is indirect and arises where rules or practices have the 

-=~'='1ce of neutrality but in fact lead to exclusions. This indirect discrimination often exists informally in 
_:::-00 and practices. which if ul1challenged can perpetuate in organizations. Discrimination may also have 

c 'oats that demand more specific individual approaches. 

-;:;:egies for Business 

- - a bUSiness point of view discrimination does not make sense. It is an issue that should be of .concern 
~ o-.;sinesses because discriminatory practices in employment and occupation restrict the available pool 
:;-Kers and skills , and slow economic growth for society as a whole. The lack of a climate of tolerance 

'" _ ~s In missed opportunities for development of skills and infrastructure to strengthen competitiveness in 
'- ;:; obal economy. Finally. discrimination isolates an employer from the wider community and can damage 
::..."pany's reputation. potentially affecting prOfits and stock value. 

- 3: and foremost. companies need to respect all relevant local and national laws wherever they are 
~:s -atjn g. Any company introducing measures to promote equality needs to be aware of the diversities of 
~-;:;uage. culture and family circumstance that may exist in the workforce. Managers and supervisory staff, 
- :iarticuiar, should seek to develop an understanding of the different types of discrimination and how it can 
=.':,oC1 the workforce. For example. women constitute a growing proportion of the world's workforce. but 
::; ,slstently earn less than their male counterparts. Disabled employees may have particular needs that 
~ - uuld be met, where reasonable , in order to ensure that they have the same opportunities (e.g. for training 
" d advancement) as their peers. 

::ompanies should develop and promote an equal opportunity policy that applies qualification. skill and 
~xperience as the grounds for recruitment. Increasingly, young graduates and new employees are judging 
.:ompanies on the basis of their social and ethical policies at work. In addition, they must promote equality at 
.'Iork, which means that all individuals are accorded equal opportunities to develop the knowledge, skills and 
:;ompetence that are relevant to their job. 

Actions 

Companies can put in place specific activities to address the question of discrimination and eliminate it 
within the workplace. Some examples are: 

.. institute company policies and procedures which make qualifications, skill and experience the 
basis for the recruitment. placement, training and advancement of staff at all levels; 

• assign responsibility for equal employment issues at a high level, issue ciear company-wide 
policy and procedures to guide equal employment practices, and link advancement to desired 
performance in this area; 

• establish programs to promote access to skills development training and to particular 
occupations; 

~ Vvork on a case by case basis to evaluate whether a distinction is an inherent requirement of a 
job. and avoid systematic applications of job requirements in a way that would systematically 
disadvantage certain groups: 

.. keep up-to-date records on recruitment, training and promotion that provide a transp'arent view 
of opportunities for employees and their progression within the organization; 

• where discrimination is identified, develop grievance procedures to address complaints, handle 
appeals and provide recourse for employees; 



be aware of formal structures and informal cultural issues that can prevent employees frorn 
raising concerns and grievances; 

• provide staff training on disability awareness and reasonably adjust the physical environrnent 
to ensure health and safety for employees, cllstomers and other visitors with disabil ities . 

5.de the workplace companies also have a role to play in eliminating discl'imination, for example by 
~ :'uraginq and supporting efforts in the community to build a climate of tolerance and equal access to 

-:)rtunitiesfor occupational development. Two examples could be through adult education programs and 
-" s~pport of health and childcare services. 

':::reign operations, companies may need to accommodate cultural traditions and work with 
"'_ -esentatives of workers and governmental authorities to ensure equal access to en1ployment by women 
= -::: minorities. 

Environment 

?rinciple Seven 

;':Jsiness should support a precautionary approach to environmental challenges; 

:;)rincipie Eight 

~ 'ldertake initiatives to promote greater environmental responsibility; and 

Princip le Nine 

:,'lcouraue the development and diffusion of environmentally friendly technologies. 

The Origin of the Environment Principles 

iernationally coordinated work on the environment has been led by the United Nations Environment 
?rogramme (UNEP), since its inception in 1973. UNEP has provided leadership and encouraged 
partnerships to care for the environment, for example, through Multi lateral Environmental Agreements 
MEAs) which have addressed issues such as species loss and the need for conservation at a global and 

regional level. UNEP has created much of the international environmental law in use today. 

The three environmental principles of the Global Compact are drawn from a Dectaration of Principles and an 
nternational Action Plan (Agenda 21) that emerged from the United Nations Conference on Environment 

and Development (the Earth Summit) held in Rio de Janerio in 1992. Chapter 30 of Agenda 21, identified 
that the policies and operations of business and industry can playa rnajor role in reducing impacts on 
resource use and the environment. In particular, business can contribute through the promotion of cleaner 
production and responsible entrepreneurship. 

The environmental principles of the Global Compact provide an entry point for business to address the key 
environmental challenges. In particular. the principles direct activity to areas such as research, innovation, 
co-operation , education, and self-regulation that can positively address the Significant environmental 
degradation , and damage to the planet's life support systems. brought by human activity. 

Key Environmental Challenges 

3 loss of biodiversity and long-term damage to ecosystems 
• pollution of the atmosphere and the consequences of climate change 
o damage to aquatic ecosystems 
• land degradation 
• the impacts of chemicals use and disposal 
.. waste production 
.. depletion of non-renewable resources 



'CIPLE SEVEN 

."S.39S should support a precautionary approach to environmental challenges. 

3· Is a Precautionary Approach? 

- - .:; :Jeclaratlon firmly established the link between environmental issues and development by statinfj 

::'der to achieve sustainable development, environmental protection shall constitute an integral part of 
- :2. elopment process and cannot be considered in isolation from it." 

- =-s'ore, if environmental protection is to be considered as an integral part of the development process , 
;;an the environmental risks associated with human activities be assessed? 

. -= RIO Declaration sets out an extremely important idea , now widely accepted by policy makers, of a 
~::8 tionary approach to environmental protection -

order to protect the environment~ the precautionary approach shall be widely applied by States according 
: :.!:eir capahilities. Where there are threats of seriolls or irreversible damage, lack of full scientific certainty 

" ,/ not be used as a reason for postponing cost-effective measures to prevent environmental degradation." 

--E concept is not new having emerged in association with Clean Air legislation in the Federal Republic of 
- Emlany in the 1970s. It has become an accepted principle in the European Union and a part of 
-:e' national environmental law. The German concept of 'vorsorgprinzip' embraces notions of risk 

: 'Eventiorl , cost effectiveness, ethical responsibilities tovvards the environment, and the (sometimes) 
_'lcertam nature of human knowledge and understanding. 

:;'ecaution is founded on a number of key concepts, such as -

=reventative anticipation - taking action if necessary before scientific proof is available on the grounds that a 
.slay in the action will cause damage to nature and society. 

~afeg uarcling ecoloqical 'space' .. not impinging on ecological margins so that we protect and widen the 
3ssirnilalive capacity of the natural environment. This rneans refraining from undesirable resource use. 

::lroportionality of response - to show that selected degrees of restraint are not unduly costly. In other words, 
allowing for the possibly greater dangers for future generation if important life support systems are 
_mdermined. 

Duty of care ... placing the onus of proof on those undetiaking an activity or carrying out change to 
demonstrate no environmental harm. 

Promoting intrinsic natural rights - allowinq natural processes to function such that they maintain essential 
support for all life on earth. 

Paying for ecological debt - or compensating for past errors of judgment as indicated by the notion of 
'common but ciifferentiated responsibility' enshrined in the UN Framework Convention on Climate Change . 

It is important here to point out the existence of two concepts - the "precautionary approach", as embodied 
In Principle 15 of the Rio Declaration, and the "precautionary principle". A discussion of the precautionary 
principle is presented in the box below. 

A Business Approa.ch to the Concept of Precaution 

The key element of a precautionary approach, from a business perspective, is the idea of prevention rather 
than cure. In other words, it is more cost-effective to take early action to ensure that irreversible 
environmental damage does not occur. Companies should consider the following: 



1. While it is true that preventing environmental damage entails both opportunity··· and 
implementation - costs, remediating environmental harm after it has occurred can cost much more, 
e.g. for treatment costs, or in terms of company image. 

2. Investinr; In production methods that are not sustainable, i.e. that deplete resources and degrade 
the environment, has a lower, long-term return t~an investing in sustainable operations. In turn, 
improving environmental performance means less financial risk, an important conSideration for 
insurers. 

3. Research and development related to more environmentally friendly products can have significant 
long-term benefits. 

evertheless, interpretation of the precautionary approach can present difficulties for companies. They will 
:e more effectively placed to assess any potential environmental harm if they have a thorOUGh 
~1derstanding of current environmental impacts, as well as the baseline environmental conditions, within 
_-ei r sphere of influence_ This requires developing a life-cycle approach to business activities that can: 

.. manage the uncertainty, and 

., ensure transparency. 

Vith respect to assessing the uncertainty, a number of useful tools are available to gather information on the 
:)otential issues and impacts associated with technological, process, planning and managerial changes, 
such as -

.. environmental risk assessment - establishes the potential for unintended environmental 
damage alongside other risks 

.. life cycle assessment (LeA) - explores the opportunities for more environmentally benign 
inputs and outputs in product and process development 

e environmental impact assessment - ensures that impacts of development projects are within 
acceptable levels 

.. strategic environmental assessment - ensures that impacts of policies and plans are taken into 
account and rnitigated. 

- hese tools provide the data that organizations need when deciding what actions to take. When precaution 
5 a fundamental, strategic issue for business, a range of actions is possible -

.. build-in safety margins when setting standards in areas where significant uncertainty still exists 

.. ban or restrict an activity whose impact on the environment is uncertain 
• promote best available technology 
., implement cleaner production and industrial ecology approaches 
$ communicate with stakeholders. 

PRINCIPLE EIGHT 

Businesses should undertake initiatives to promote greater environmental responsibility . 

The Background to Principle 8 

The Rio Earth Summit in 1992 acted as a 'wake-up call' for many parts of society, 
not least of \Nhich the business sector. For the first time a comprehensive group of stakeholders gathered 
together to discuss the issues raised by the patterns of industrialization, population growth and social 
inequality around the world. The conference highlighted the true fragility of the planet and in particular it 
drew attention to th ree concerns: 

.. the damage occurring to many natural ecosystems, 

.. the threatened capacity of the planet to support life in the future, and 
our ability to sustain long term economic and social development. 



- -essage to companies was spelt out in Chapter 30 of Agenda 21 , in which the role of business and 
~.'\ In the sustainable development agenda is discussed. And an outline of v"hat environmental 
::~sl bili ty means for business is presented -

. .- responsible and ethical management of products 8fld processes [rom tile point of view of ilealth 
=J and environmental aspects. Towards this end. business anel 

__ ':::-Iy shoulel increase self-regulation, guided by appropriate codes, charters and initiatives integrated into 
= =ments of business planning and decision-making and fostering openness and dialogue with 
r'Oyees and the pulJlic." (30.26) 

"der to protect fhe environment, the precautionary approach shall be widely applied by States according 
- 'elr capabilities. Where there are threats of serious or imwersible damage, lack of full scientific ceifainly 

- - not be used as a reason for postponing cost-effective measures to prevent environmental degradation." 

- :.e ten years since "f~io", the imperative for business to conduct its activities in an environmentally 
sSDonsible manner has not lessened . On the contrary, as recent analyses of the "state of the planet" 
-::,cate, despite progress in some areas 
== g. ozone-depletion, air-pollution in many developed regions. or advances towards reducing greenhouse 
~3.ses under the Kyoto Protocol) the overall trends are negative and much work still remains to be done. 
~;:Jentists and experts are reporting disturbing global trends concerning not only vital aspects of our life 
: _DPort system, but also the foundation of ollr social development system. 

::; ;ven the increasingly central role of the private sector in global governance issues. the public is demanding 
:-at business manage its operations in a manner that not only enhances economic prosperity and promotes 
;:Jcial justice, but also ensures environmental protection in the regions and countries where it is based . 
- rough Principle 8, the Global Compact provides a framework for business to take forward some of the key 
challenges made 10 years ago. 

Towards Environmentally Responsible Business Practice 

3usiness gains its legitimacy through meeting the needs of society, and increaSingly society is expressing a 
::Iear need for more environmentally sustainable practices. One way for business to demonstrate its 
:::ornmitment to greater environmental responsibility is by changing its modus operandi from the so-called 

raditionai methods" to more responsible approaches to addreSSing environmental issues ,. 

Inefficient resource use I' resource productivity 

end··of~pipe technology i" cleaner production 

public relations ... corporate governance 

reactive >- proactive 

management systems It- life-cycles , business design 

one way, passive communication " multi-stakeholder, active dialogue 

Such a change in business strategy brings with it a number of benefits. UNEP-DTIE has pinpointed the 
fol lowinf) reasons why a company should think about improving its environmental performance -' 



Application of cleaner production and eco-efficiency leads to improved resource productivity 
New economic instruments (taxes, charges. trade permits) are rewarding clean companies 
Environmental regulations are becoming tougher 
Insurance companies prefer to cover a cleaner, lower risk company 

• Banks are more willing to lend to a company whose operations will not burden the bank with 
environmental lawsuits or large clean-up bills 
Environmental stewardship has a positive effect on a company's image 

• Employees tend to prefer to work for an environmentally responsible company (such a 
company also often has good worker health and safety records) 

• Environmental pollution threatens human health 
Customers are demanding cleaner products 

:-."c. once a company has decided to adopt a more environmentally responsible corporate policy, what 
_ .• es does it !leed to undertake? 7 key elements that contribute to environmental responsibility are 
~ oelow·· 

apply a precautionary approach, 
• adopt the same operating standards regardless of location , 
• ensure supply-chain management. 
8 facilitate technology transfer. 
• contribute to environmental awareness in company locations. 
• communicate with the local community, and 
.. share benefits equitably. 

- -:: ' '1 order to turn these concepts into concrete. environmentally responsible actions, a company can 
:.)se to 

.. implement the International Declaration on Cleaner Production [see below] , 
work wiHl suppliers to Improve environmental performance (supply chain management), 

" re-define company strategies and policies to include the 'triple bottom line' of sustainable 
development - economic prosperity, environmental quality and social equity, 

.. set quantifiable objectives and targets. 

.. develop sustainability indicators (economic. enVironmental , social) . 

.. measure. track, and report progress in incorporating sustainability principles into business 
practices. including reporting against global operating standard, 

.. adopt voluntary charters. codes of conduct. codes of practice in global and sectoral initiatives, 
and 

.. ensure transparency and unbiased communication with stakeholders. 

PRINCIPLE NINE 

3usinesses Sliould encourage the development and diffusion of environmentally friendly technologies. 

What is meant by an 'environmentally friendly technology'? 

Encouraging the development and diffusion of environmentally friendly technology is a longer-term 
challenge for a company that will draw on both the management and research capabilities of the 
organization. For the purposes of engaging with the Global Compact, environmentally friendly technologies 
are considered to be those that are described in Chapter 34 of Agenda 21 as being "environmentally sound" 
Agenda 21 outlines environmentally sound technologies (ESTs) as those which -

"" .protect the environment, are less polluting, use all resources in a (nore sustainable manner. recycle mom 
of thell wastes and products. and handle residual wastes in a more acceptable manner thall the 
technologies for which Ihoy were substitutes. [ESTs] are not just incfividual technologies. but total systems 
which include know-how, procedures. goods ami services, and equipment as well as organizational and 
managerial processes. " 



{ 
---:ant here is an understanding that this broad definition includes end-of-pipe and monitoring techniques 

-at e>: piicitly encourages more progressive preventative approaches, such as pollution prevention and 
- =-gr technologies. The aspiration of this principle is, therefore, towards clean technology 
,:';; the function is to provide a human benefit or serviGe, rather than concentrating on products per se. 

-~asons to and (EST's) 

- -. 'onrnentally proficient technologies allow us to reduce the Lise of finite resources and to .use existing 
-~:CJrces more efficiently. For example, improvements in the power to weight ratio of batteries has led to a 
~-lca nt reduction in the use of toxic heavy metals whilst bringing substantial benefits to the consumer. 

"S1e treatment and disposal is costly both in financial as well as in environmental and social 
~IS. Since environmentally sound technologies generate less waste and residues, the continued use of 
-=', cient technologies can represent increased operating costs for business. In addition it also results in a 
=~:)spective focus on control and remediation rather than prevention . In contrast avoiding environmental 
- :)acts through pollution prevention and ecological product design increases the efficiency and overall 
::-.petiliveness of the company and also may lead to nevv business opportunities. 

- 5 environmentally sound technologies reduce operating inefficiencies, they also lead to lower emissions of 
=- lironrnentai contaminants. This benefits in the first case workers who are exposed to much lower levels of 
-32ardoLls materials on a daily basis and also results in a substantially reduced risk of accidents or 
~:hnological disasters . 

~ethods to Promote the Use and Diffusion of ESTs 

:;1gagerYicnt with Principle tl will depend to some extent on the size and nature of the business. However all 
:Jmpanies will want to pUrSlJ(2 the business benefits that come from a more efficient use of resources. As 
:-is principle captures both 'hard' technologies and 'soft' systems the potential entry points are broad. 

',3ste storage. treatment and disposal is costly both in financial as well as in environmental and social 
'enns. SltIce environmentally sOLind technologies generate less waste and residues, the continuer;l use of 
'"'effi cient technologies can represent increased operating costs for business. In addition it also ref>ults in a 
'etrospective focus on control and remediation rather than prevention. In contrast avoiding environmental 
'Tlpacts through pollution prevention and ecological product design increases the efficiency and overall 

competitiveness of the company and also may lead to new business opportunities. 

At a basic factory site or unit level, improving technology may be 
achieved by four principle means: 

1. Changing the process or manufacturing technique - from simple modifications to more advanced 
changes that require research and development. 

2. Changing input materials - in order to use raw materials that are less toxic, for example. 
3. Changes to the product - for example by switching from solvent, to water-based paints. 
4. F\8Using materials on site - separating, treating and recovering useful materials from waste, so

called "byproduct synergies". 

Strategic level approaches to improving technology include: 

" Establishing a corporate or individual company policy on the use of EST's 
'" Making information available to stakeholders that illustrates the environmental performance 

and benefits of using EST's. 



Refocusing research and development towards 'design for sustainability' . 
Use of life cycle assessment (LCA) in the development of new technologies and products, so 
as to take into account impacts in manufacture, use and at the end of life of the product. 
Employing Environmental Technology Assessment (EnTA) - an analytical tool designed to 
ensure that decision making processes related to technology adaptation, implementation and 
use are sustainable. 

• Examining investment criteria and the sourcing policy for suppliers and contractors to ensure 
that tenders stipulate minimum environmental criteria. 
Cooperatin~j with industry partners to ensure that 'best available technolo~1Y' is available to 
other organizations 

"', ample of how erWironmentally friendly technologies are being promoted comes from the area of 
-",os change and the work o1'1he IPCC (Intergovernmental Panel on Climate Change). Here the goal is to 
::_'age the use of technologies that result in lower emissions of greenhouse gases (GHG's), and in 
- :Jlar of carbon dioxide C02. In its Inventory of Technologies, Methods and Practices for Fleducing 

::. - ss,ons of Greenhouse Gases the IPCC has focused on the energy sector. As a first step it has defined 
7 ::'1ergy Cycle starting with the primary fuel resources and going right through the lifecycle until delivery 

-s energy service to the customer. This is shown in the diagram below for the generalized or reference 
~:J, cycle. It has then identified the environmental aspects that are sources of GHG's for each part of the 
_s Finally, it has addressed the technologies that are involved with each step in the process and 

-:., ded an inventory of the technologies at the present that respond best to the objective to reduce GHG 
-- ssions,.-

- ransparency and Anti-corruption 

:::r 24 June 2004, during the UN Global Compact Leaders Summit it was announced that the UN Global 
:::;, pact henceforth includes a tenth principle against corruption. This was adopted aiter extensive 
---sultations and all participants yielded overwhelming expressions of support, sending a strong worldwide 
~ ;-al that the private sector shares responsibility for the challenges of eliminating corruption, It also 
::;:;l1onstraled a new willingness in the business community to play its part in the fight against corruption. 

::;rinciple 10; 
extortion and 

ne.!;;;Sf~S should work against corruption in all its forms, in(;~uding 

: Jrruption is now recognized to be one of the world's greatest challenges. it is a major hindrance to 
5_stainable development, with a disproportionate impact on poor communities and is corrosive on the very 
2:Jric of The impact on the private sector is also considerable - it impedes economic growth , distorts 
::::.mpetition and represents serious legal and reputation risks. Corruption is also very costly for business, 

: h the extra financial burden estirnated to add 10% or more to the costs of doing business in many parts of 
~ - e world. The World Bank has stated that "bribery has become a $1 trillion industry." 

- 'le rapid development of rules of corporate governance around the world is also prompting companies to 
'ccus on anti-corruption measures as part of their mechanisms to protect their reputations and the interests 
::f their shareholders. Their internal controls are increasingly being extended to a range of ethics and 
-,tegrity issues and a growing number of investment managers are looking to these controls as evidence 
:'lat the companies undertake good business practice and are well managed. 

The International legal fight against corruption has gained momentum in more recent times through the 
Organization for Economic Co-operation and Development (OECD) Convention on Combating Bribery of 
Foreign Public Officials in International Business Transactions and through the entering into force of the first 
globally agreed instrument. the United Nations Convention against Corruption (UNCAC) in December 2005. 

There are a number of very different reasons for why businesses should combat corruption in all its forms. 



e eth ical case 

_ -Jotion is inherently wrong. It is a misuse of power and position and has a disproportionate impact on the 
: - and disadvantaged. It undermines the integrity of all involved and damages the fabric of the 
;c~lzations to which they belong. The I'eality that laws making corrupt practices criminal may not always 

- =nforced is no justification for accepting corrupt practices. To fight corruption in all its forms is simply the 
-: :hing to do. 

- e business case 

'''e are many reasons why it is in any company's business interest to ensure that it does not engage in 
-:-:;pt practices. All compan ies, large and small, are vulnerable and the potential for damage to them is 
-: - siderable. The following are some of the key reasons for avoiding involvement in corrupt practices: 

Legall'isks 
Regardless of what form a corrupt transaction may take, there are obvious legal risks involved. Not 
only are most forms of corruption illegal where it occurs, but also it is increasingly becoming illegal 
in a company's horne country to engage in corrupt practices in another country. The principle that it 
is illegal to bribe foreign officials was first established in the US Foreign and Corrupt Practices Act 
of 1977 and since then, this principle has gained legal standing within the whole of the OECD and 
in a number of other countries. It is a principle that was universally recognized in 2003, through the 
adoption of the UN Convention against Corruption. 

The enforcement of anti-corruption legislation internationally has hitherto been relatively poor. but 
this is slowly changing. In developing cOllntries and emerging markets, where the opportunity for 
corruption has been rife because of weak law and regulation. corruption has become an issue of 
significant political importance and there is growing determination to act and to take those acclIsed 
of corrupt practices to court. There is also a growing number of examples where developing 
countries with limited capacity to handle such cases have obtained outside legal assistance. To this 
end the OECD is playing a critical role in ensuring that its member states are developing judicia! 
capacity to enforce the prohibition against any involvement in bribing foreign officials . 

This changing environment of law, regulation and enforcement makes it harder for business 
managers to assess and quantify the legal risks to which corruption exposes their operations. 
Change brings uncertainty. Of particular Significance for rnany large companies is the degree to 
which they may be responsible for agents acting on its behalf in other countries. What rnay 
yesterday have been considered an independent agent - for whom the principal company, carried 
no responsibi lities - may today be someone whose actions the principal company indeed can be 
legally accountable for. 

Reputational risks 
Based on the experience of recent years, companies whose policies and practices fai l to meet high 
ethical standards, or that take a relaxed attitude to compliance with laws , are exposed to serious 
reputational risks. Often it is enough to be accused of malpractice for a reputation to be damaged 
even if a court subsequently determines that they have not been involved in corrupt practices. It is 
of critical importance for a company to be able to quickly quash any unfounded allegations by 
demonstrating that it acts in a transparent manner and has in place policies and procedures 
designed to prevent corruption. The argument that although what they may have done may have 
been against the law or international standards, it was simply the way business INas done in a 
particular country is not an acceptable excuse. Nor is it good enough to claim that other companies 
and competitors have engaged in similar practices. 

Financial costs 
There is now clear evidence that in many countries corruption adds upwards of 10 per cent to the 
cost of doing business and that corruption adds as much as 25 per cent to the cost of public 
procurement This undermines business performance and diverts public resources from legitimate 
sustainable development. 



Known as clean' and repeat demands 
--:"'ere is growing evidence that a company is less likely to be under pressure to pay bribes if it has 
~~t done so in the past Once a bribe is paid, repeat demands are possible and the amounts 
:: emanded are likely to rise. Conversely a company which takes a finn and principled stand against 
ali forms of corruption wil l become known for this and the risk of its employees being exposed to 
damands will lessen. For example, a business manager representing a large international company 
'1 China recently confirmed that despite pressures to do otherv'Jise, his company did not accept any 
'(inds of corruption 'Zero tolerance is the only practical solution'. 

Blackmail , no recourse and security risks 
By engaging in corrupt practices , company managers expose themselves to blackmail. 
Consequently the security of staff, plant and other assets are put at risk. 

'The one who cheats will be cheated against' 
If a company engages in or tolerates corrupt practice, it will soon be widely known, both internally 
and externally. Unethical behavior erodes staff loyalty to the company and it can be difficult for staff 
to see why high standards should be applied within a company when it does not apply in the 
company's external relations . Internal trust and confidence is then eroded. 

Companies have a vested interest in sustainable social, economic and environmental 
development 
It is now clear that corruption has played a major part in undermining the world's social, economic 
and environmental development. Resources have been diverted to improper use and the quality of 
services and materials used for development seriously compromised. The impact on poorer 
communities struggling to improve their lives has been devastating, in many cases undermining the 
very fabric of society. It has led to environmental mismanagement, undermining labor standards 
and has restricted access to basic human rights. Business has a vested interest in social stability 
and in the economic growth of local communities. It has therefore suffered, albeit indirectly, from 
the impact of lost opportunities to extend markets and supply chains , The business community can 
and should play its part in making corruption unacceptable, It is important to recognize that 
corruption diverts resources from their proper use, Financial resources that were intended for local 
development may, as a result of corruption, end up in foreign bank accounts instead of being used 
for local purchasing and the stimulation of local economies. At the same time it distorts competition 
and creates gross inefficiencies in both the public and private sectors, In most cases when 
corruption occurs , the services or products being purchased are inferior to what had been expected 
or contracted for. The long-term sustainability of business depends on free and fair competition. 
Corrupt practices also accompany and facilitate drug dealing and organized crime. Money 
laundering ancl illicit international money transfers are used as support mechanisms fo !' . 
international terrorism. Global businesses have to be constantly vigilant to avoid being associated 
with these major international challenges, 

Principle 10 

Principle 10: "Businesses should work against corruption in all its forms, including 
extortion and bribery." 

Orig in of the 10th principle 
On 24 June 2004, during the UN Global Compact Leaders Summit it was announced that the UN 'Global 
Cornpact henceforth includes a ten th principle against corruption. This was adopted after extensive 
consultations and all participants yielded overwhelming expressions of support, sending a strong worldwide 
signal that the private sector shares responsibility for the challenges of eliminating corruption. It also 
demonstrated a new willingness in the business community to play its part in the fight against corruption . 

Underlying legal instrument 
With the adoption of the United (\Iations Convention against Corruption in Merida, Mexico in December 
2003, an important global tool to fight corruption was introduced, The Convention is the underlying legal 
instrument for the 10th principle against corruption and entered into force on 14 December 2005. 



- e ctives of the 10th pr inciple 
- :.. cJ::lption of tile tenth pri nciple commits UN Global Compact participants not only to avoid bribery. 

:-: an and other fo rms of corruption, but also to develop policies and concrete programs to address 
: :ion. Companies are challenrJed to join governments, UN agencies and civil society to realize :3 more 

-s~are nt global economy . 

- :. ! to define corruption? 
-= :--uotion can take many forms that vary in degree from the minor use of influence to institutionalized 
_ :ey Transparency International's definition of corruption is "the abuse of entrusted power for private 

:. - This can mean not only financial gain but also non-financial advantages. 

at is meant by extortion? 
- -e OECD Guidelines for Multinational Enterprises define extortion in the following way: "The solicitation of 

-as is the act of asking or enticing another to commit bribery. It becomes extortion when this demand is 
=:.:cmpanied by threats that endanger the personal integrity or the life of the private actors involved." 

and what about bribery? 
--", sparency International's Business Principles for Countering Bribery define "bribery" in the following way: 
3';bery An offer or receipt of any gift, loan, fee , reward or other advantage to or from any person as an 
-:;JCement to do something which is dishonest. illegal or a breach of trust, in the conduct of the enterprise's 
:~slness" 

:>cactical steps to fight corruption 
-~e UN Global Compact suggests to participants to consider the following three elements when fighting 
-- 'Tuption and implementing tile lOtn principle. 

i. Internal 
As a first and basic step, introduce anti-corruption policies and programs within their organizations 
and their business operations: 

Ii. External 
F~eport on the work against corruption in the annual Communication on Progress; and share 
experiences and best practices through the submission of examples and case stories: 

Ii i. Collective 
Join forces \fyith industry peers and with other stakeholders 

Frequently Asked Questions 

1. How do companies participate in the Global Compact? 

Answer: 

To partiCipate in the Global Compact, a company: 

sends a l5!.H~I from the Chief Executive Officer (endorsed by the board) to U.N. Secretary-General 
Kofi Annan expressing support for the Global Compact and its principles; and 

2. sets in motion changes to business operations so that the Global Compact and its principles 
become part of strategy. culture and day-to-day operations 

3. is expected to publicly advocate the Global Compact and its principles via communications vehicles 
such as press releases. speeches, etc.; and 

4. is expected to publish in its annual report or similar publ ic corporate report (e.g . sLi stainabiiity 
report) a description of the ways ("Communication on Progress") in which it is supporting the Global 
Compact and its principles. 

In addition to these actions, companies have the added opportunity of participating in a number of Global 
Compact-sponsored initiatives and programs. 
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" 
ow can non-governmental organ izations and other non·business participants get 

olved? 

nswer: 
-~ ::~u al partners and important stakeholders, civil society and other non-business organizations can 
:::- ~Ipate through a number of Global Compact engagement mechanisms, including Policy Dialogues, 

_",=,ing, Local Networks and Partnership Projects. In these areas, such organizations have a crucial role to 
- ~ r) helping to foster partnerships and produce substantive action . Non-business participants are also 
-- ::Juraged to commit their organization to the ten principles and to report on progress made within their 

;3'lization 

: Is the Global Compact legally binding? 

Answer: 
0. The Global Compact is a purely voluntary initiative. It does not police or enforce the behavior or actions 

:' companies. Rather, it is designed to stimulate change and to promote good corporate citizenship and 
~ courage innovative solutions and partnerships. 

~ . If there is no monitoring or enforcement, how does the Global Compact know that a 
company is truthfully portraying its actions? 

Answer: 

~e Global Compact is not a pOliormance or assessment tool. It does not provide a seal of approval, nor 
JOBS it make judgments on performance. The Global Compact does, however. seek high quality and 

egrity in the contributions and activities by companies. Company submissions are shared openly and 
Jublicly in the Learning Forum where peer review and other stakeholder comment is invited . In addition, 
companies are encouraged to develop their examples of corporate change into larger case studies for peer 
review. 

Participants are also expected to publish in their annual report or similar corporate report (e.g. sustainabilily 
report) a description of the ways in which they are supporting the Global Compact and its ten principles. This 
is known as the "Communication on Progress" . The Global Compact believes that this sort of openness and 
transparency encourages good practices by participants (see also question 5 below) . 

5. Isn't there a danger of companies using UN togos and their affiliation with the UN 
and the Global Compact to "bille-wash" their operations that might actually be 
harming society? 

Answer: 
The Global Compact has developed its own logo, which is used frequently in official Compact documents 
and publications. The use of the Global Compact image is strictly regulated and the same restrictions apply 
to its use as the general United Nations logo. Those policies are contained in the UN Business Guidelines, 
which can be accessed at ht:tpJ!W\\'YYlJl},Qrg!P?Jt[l~I$!!?l}§ilJl?§§IQttJqXp?gQ$/m~ig~JltfIJ. 

In addition, followinq the recommendations made by the working group of the Secretary General's Advisory 
Council, the GC adopted a set of lIJt?'9fltY!J10.9.§h!r~~ to safeguard the initiative and to avoid potential abuse. 
They also encourage companies to communicate at least annually to their stakeholders and the public at 
large on progress made in internalizing the principles within their own operations and activities. Global 
Compact participants are also expected to submit a short description and a web link to these 
communications to the Global Compact and/or Global Compact local network website. Participants that do 
not submit such a description within two years of signing on to the Global Compact will be removed from the 
list of participants until a submission has been made. 



s he Global Compact a substitute for existing regulatory approaches? 

swer: 
• _ - _~ely not. The Global Compact views itself as cornplementing other voluntary initiatives and regulatory 

- c:::'1es by helping to establish the business case for human rights , labor standards, environmental 
- ,,-::shlp and the fight a~lainst corruption. The Global Compact is a purely voluntary initiative designed to 

:-e I ,novation in relation to good corporate citizenship. Many of the existing standards support the 
_: -es of tl'1e Global Cornpact and am therefore are quite consistent with its overall objectives. 

'1]' should a company that has already established its own code of conduct 
- ... cipate in the Global Compact? 

swer: 
-::: -ale codes of conduct are extremely important and many companies have demonstrated leadership ' 

- - - :':Sl ive change through their development and implementation. The Global Compact is not a code of 
: _ ::~ Rather. it seeks to add new dimensions to good corporate citizenship by creating a platform -

- =-,: en universally accepted principles .. to encourage innovative new initiatives and partnerships with civil 
= s:-, and other organizations. 

- re there any financial obligations in becoming a Global Compact partic ipant? 

swer: 
--;.. .::; obal Compact is a voluntary initiative, not a formal membership organization. As such, we do not 
-: ::-::: any fees for core funding . The Global Compact only accepts core funding from government donors. 
- :::casion, partiCipants may be asked to contribute to the cost of convening specific meetings and 
::. 4 es they \Nish to attend. 

: I operate a business with less than 10 employees. Can I still participate in the Global 
: ::;l"1pact? 

swer: 
- '::.: admlllistrative constraints , companies with less than ten direct employees (micro enterprises) will not 

_ :=-:e'ed into the database of participating companies. However, we encourage micro enterprises to stay 
-:-ed about all Global Compact activities via this website and to engage with their Global Compact 
:.:: _ -: -y netvllork. Network information can be found in the "N.©.tt/..Q[~~Lf'JOUll~:Lt.b.9 \0£Q[J.g ... section 'Of this 

:':'5 :e 

.: van company subsidiaries join the Global Compact? 

nswer: 

--~ 2 obal Compact applies the leadership principle. If the CEO of a company's global parent (holding , 
:; :_r eic. ) embraces the Global Compact by sending a letter to the UN Secretary-General, the Global 
:.: - cac wi ll post only the name of the parent company on the global list assuming that all subsidiaries 
:~ _ - :late as well. Subsidiaries that wish to directly send a letter to the Secretary-General , to underline ttleir 
::::-'1ltment. will be listed as partiCipants, and are invited to become active in the Global Compact country 
-": .. on< of their host country. 


