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What is the Global Compact?

ss to the World Economic Forum on 31 January 1999, United Nation Secretary-General Kaofi
allenged business leaders 1o join an internationalinitiative — the Global Compact — that would bring
s together with UN agencies, tabor and civil society to support universal environmental and social
The Global Compact's operational phase was launched at UN Headquarters in New York on 26
Yx“dav many hundreds of companies from all regions of the world, international }abor and civil
|ons are engdged in 1he Global Compact work.ng lo advance len inthe
i, th t and

%r,?or - in partnership with other social actors — can help realize the Secretary-General's vision: a
tainable and inclusive global economy.

Giohal 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

» achieve these objectives, the Global Compact offers facilitation and engagement through several
nechanisms: Policy Dialogues, Learning, Country/Regional Networks, and Projects.

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

'he Global Compact is a network. At its core are the Global Compact Office and six UN agencies:

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 the
concrete process of global production takes place; civil society organizations. representing the wider
community of stakeholders; and The United Nations, the world's only truty global political forum, as an
authoritative convener and facilitator.

icipate
There are numerous benefits to participating in the Global Compact.
These include:

«  Demonstrating leadership by advancing responsible corporate citizenship.

s Producing practical solutions to contemporary problems related to globalization, sustainable
development and carporate responsibility in a multi-stakeholder context,

. I»f.anagng risks by taking a proactive stance on critical issues,

« Leveraging the UN's global reach and convening power with governments, busmess civi
society and other stakeholders.

. =haring gaod practices and {earning.



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

Human Rights

nore information on the Global Compact's business and hiuman rights program, please see also our
1 Rights issues page.

"zxe sure they are not complicit in human rights abuses.

n of the Human Rights Principles

—uman rnghts are universal and belong {o everyane equally. The origin of Principles One and Two is in the

1 Universal Declaration of Human Rights (UDHR). The aim of this Declaration was to set basic minimum
al standards for the protection of the rights and freedoms of the individual. The fundamental

of these provisions means that they are now widely regarded as forming a foundation of international
2w In particular, the principles of the UDHR are considered to be interational customary law and do not
equire signature or ratification by the state to be recognized as a legal standard.

A
o

ne UDHR is a keystone document; it has been translated into over 3000 languages and dialects. While

Ihe 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.
religion, 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

nis protecting @ person's privacy in matters relating to family, home, correspondence, reputation and
wor and freedom of movement are all part of the Universal Declaration. The right to seek asylum, to a

' to marry and found a family and the right to own property are also prociaimed by the Declaration.
~=nom of thought. conscience and religion and freedom of opinion and expression are set aut along with
== =2t of peaceful assembly and association and the right to take part in government.



=conomic, Social and Cultural Freedoms

ther aspects of the daily lives of people. the Declaration prociaims the right to social security and
e, sacial and cultural right indispensabile to hyman dignity and the free development of each
sonality. These rights are to be realized through national efforts and international co-
accordance with conditions in each state.

work is set aut. and fo equal pay for equal work and to just and favorable remuneration ensuring
ard ".10 WOr m"s hmily am exigtcnce worthy of human dignity (which can be supplemented if

5, the rsdht o r@st an’i lemure, reasonable limitations on working hours and periodic holidays with
= right to a standard of living adequate for health and well being, including food, clothing, housing,

- cal care, and to social services and security, if necessary, are also proclaimed as are the rights to
cation, and to participate in the cultural life of the community, and to the protection of the moral and

=nal interests resulting from any scientific, literary or artistic production.

bal Campact Principles One and Two call on business to develop an awareness of human rights and to
wrk within their sphere of influence to uphold these universal values, on the basis that responsibility falls o
zvery individual in society. :

PRINCIPLE ONE
Zusinesses should support and respect the protection of internationally proclaimed human rights.
Why Human Rights Are Important for Business

nsibility for human rights does not rest with governments or nation states alone. Human rights

‘r e mportaﬂ*r both for individuals and the organizations that they create. As part of its commitment io
the Global Comuczci the business community has a responsibility to uphold human rights both in the
vorkplace and more broadly within its sphere of influence. A growing moral imperative to behave
respansibly is allied to the recognition that a good human rights record can support improved business
performance.

ons for companies to address human rights issues include:

Compizam@ with tocal and international law

siness should strive to ensure that its aperations are consistent with the legal principles
apph(, B 2 country of operation. The consideration of lawsuits against multinationals for poor practice
outside their country of origin is a growing trend.

Promoting the rule of law

Businesses operating outside their country of origin may have an opportunity to pramote 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.

ﬁ\ddressmg consumer concerns

coess lo global information means that consumers are increasingly aware of where their goods come from
ditions under which they are made. A proactive approach to human rights can reduce the
sgative impacts of adverse publicity from consumer organizations and interest groups.

Su pnlu chain management

ing and manufacturing means that companies need to be fully aware of poteritial human rights
: ,s*ream and downstream. Promoting best practice in human rights will alfow business to select
== Dusiness partners.




easing worker productivity and retention

vho are treated with dignity and given fair and just rewards for their work are more likely o be
nd ain layal to an employer. New recruits increasingly consider the social and environmental
s when making their choice of employer.

Building gomd community relationships

nies tha

e on a glabal basis are visible tc a large audience world-wide as a result of the
ications lechnologies. Addressing human rights issues positively can bring rewards
nin local communities. as well as in the broader global commons in which companies

Human Rights Into Company Policy and Culture

te u.nq point is for individuals within companies to develop an understanding of the issues. for
making reference to the Universal Declaration of Human Rights. Companies also need to

hey 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
ore values and culture of the organization.

~o e

= development and implementation of a human rights policy should take into account any appropriate
delines and, where possible, include input from and consuitation with relevant stakeholder groups.

e 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,

= providing staff training on human rights issues and how they are affected by busine

«  providing stafl training on internal company policies as they relate to human rugms

«  perfarming human rights impact assessments of business activities and reviewing them
regularly,

« discussing human rights impacts with affected groups, and

= working to imprave working conditions in consullation with the workers and their
representatives.

: ere are a number of examples of how companies can guarantee human rights through their daily
activiti

{a) In the workplace:

« by providing safe and healthy working conditions,

= by guaranteeing freedam of association,

s+ by ensuring non-discrimination in personnel practices,

s by ensuring that they do not use directly or indirectly forced tabor ar child labor, and

v by providing access to basic health, education and housing for the workers and their families, if
these are not provided elsewheare,

ornmunity:

« by preventing the forcible displacement of individuals. groups or communities,

= by warking to protect the economic livelihood of local communities, and

= by contributing to the public debate. Companies interact with all levels of government in the

ntries where they operate. They therefore have the right and responsibility to express their

S on matters that affect their operations, employees, custorners and the communities of
nich they are a part.




M ies use security services to protect their operations, they must guarantee that existing

1)
i)

ld make sure they are not complicit in human rights abuses.

hat "complicity” is a difficult concept to appreciate and categories, and understanding
1 order to avoid complicity in numan rights violations, represents an important challenge for
.5 the dynamics between governments, companies, and civil society organizations is changing,
ur nnder%ianding of when and how different organizations should take on responsibilities for
5. Whilst recognizing that the role of governments in ensuring respect for human rights
=5 10 be extremely important, the changing operating context for business has prompted the Office of
-ch Commissioner for Human Rights (QHCHR) to lead efforts to define what constitutes corporate
- city in human rights abuses.

nporlant to understand that in a business context the notion of complicity can occur in a number of

Direct Complicity

ien a company knowingly assists a state in violating hurnan rights. An example of this is in the
:se where a comparny assists in the farced relocation of peoples in circumstances related to business
chivity.

Al

Beneficial Complicity

~uggests that a company benefits directly from human rights abuses committed by someone else. For
r violations committed by security forces, such as the suppression of a peaceful protest againsi
clivities or the use of repressive measures while guarding company facilities, are often cﬁed n

ilent ¢ Olﬂpihf“iiy

Describes the way human rights advocates see the failure by a company to raise the question of systematic
or continuous human rights violations in its interactions with the appropriate authorities. For exaimple,
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.

o NT—— AR, -
'ui.}f".?,f;f-:--:._»‘\,'vicﬂf‘?'r iSsUes

ghts issues have become increasingly important as the nature and scope of business has changed.
s have different roles to play and it is important for business to be aware of the cantemnorary
that have made human rights an organizational issue.

r%uvrwan I

Globalization - the growth in private investment has witnessed companies expanding operations to countries
nreviously untouched by global markets. In some instances these countries have poor human rights records
and/or the capacity of the state to address these issues is limiled. in these cases the role of business in
cromating and respecting human rights is particularly important.

il

society - in some instances the capacity of the state to address human rights issues hav

2 a result, a steady alienation of people has occurred towards just those public mﬁntutwm t hat
1 srve them. Nor-governmental organizations of all types and sizes have grown to fill the

ly influencing both public policy and the market agenda. They include new human rights,

arate accountability organizations.



ency and Accountabilily - the need for transparency in business practice has been highlighted both
C =tion, the growth of civil society interests and some recent problems in the corporate sector,
Tvances in information technologies and global communications mean that companies can il affard to
“ceal poor or questionable practices.

“ossible Actions by Business

effective hu

jar {n avol

nan rights policy will help companies avoid being implicated in human rights violations. In
such situations, companies may wish ta consider the faollowing:

o Has the company rmade human righls assessment of the situation in countries where it does,
or intends to do, business so as to identify the risk of involvemnent in human rights abuses and
the company's potential itipact on the situation?

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

s  Has the company established a monitoring system te ensure that its human righfs policies are
being implemented?

« [oes the company have an explicit policy to ensure that its security arrangemenis 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.

»  [Joes the company actively engage in open dialogue with human-rights arganizations?

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 Code of
Conduct for lLaw Enforcement Officials);

o if financial or material support is provided to security forces, establish clear safeguaids to
enstre that these are not then used to viclate human rights; and make clear in any
agreements with security forces that the business will not condone any violation of
intarnational human rights laws: and

s 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 t¢ collective
hargaining;

Principle F

the eliminalion of all forms of forced and compulsory fabor;

Principle Five

the effective abolition of child labor: and

sliminate discrimination in respect of employment and oceupation.

jin of the Labor Standard Principles

he four labor principles of the Global Compact are taken from the ILO's Declaration on Fundamental
ciples and Rights at Work. This Declaration was adopted in 1998 by the International L.abor Conference,
arly tripartite meeting that brings logether governments, employers and workers from 177 countries. The



calls upon all ILO Member States to apply the principies in line with the original intent of the core
on which it is based. A universal consensus now exists that all countries. regardless of level of
elopment, cultural values, or ratifications of the relevant ILO Conventions, have an obligation
promote and realize these fundamental principles and rights. At the most recent G8 Meeting in
ce, in 2003. the leaders of the industrialized world encouraged comparnies to work with other
nent the Declaration.

las and Righ

its identified in the ILO Declaration cornprise the labor portion of the Glohal Compact.

« o 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;
« 1o work towards the elimination of all forms of forced or compulsory labor,

< (ne elimination of discrimination in respect of empioyment and occupation.

SRINCIPLE THREE

S

ses face many uncertainties in this rapidly changing global market. Establishing genuine dialogue
t chosen warkers' representatives enables both workers and employers to understand each othar's
oblems hurﬂr and nnd way% to resolve them. Securlty of represematlon is a foundanon for bunfhng trust on

* number of studies indicate that the dynamic that results from freedom of association can set in motion a
decent work"-cycle that increases productivity, incomes and profits for all concerned. The guaraniee of
representation through a "voice at work" facilitates local responses to a globalize economy, and serves as a
1asis for sustainable growth and secure investment returns. The results help bridge the widening
resentational gap in global work arrangements, and facilitate the input of those people, regions and

€ ic seclors - especially women and informal sector workers - who otherwise may be excluded from
participating in processes that build decent work 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 shoutd not interfere in an employee's decision to assaciate. or discriminate against the employee
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 aliow for industrial action
io be taken by workers {and organizations) in defense of their economic and social nierests.

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
requlation of relations between employers, workers and their organizations.

n mpo%m‘ part of the effective recognition of the right to collective bargaining is the ‘principle of good
s important for the maintenance of the harmonious development of labar relations. This principle
ial partners work together and make every effort to reach an agreement through gentine
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Hcomes.

Mhat ¢

can do:

In the workplace

At the

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

Ensure union-neutral policies and procedures in such areas as applications for empiayment
and record-keeping; and decisions on advancement. dismissal or transfer.

Provide facilities to help worker representatives carry out their functions within the company's
negeds, 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 unicn activities in
the enterprise. and time-off with pay for union activities.

bargaining table

Recognize representative organizations for the purpase of callective bargaining.

Use collective bargaining as a constructive forum for addressing working conditions and terms
of employmerit 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 procedures,
safety and health issues, grievance and dispute settlement procedures, disciplinary rules, and
family and community welfare.

Provide information needed for meaningful bargaining.

Balance dealings with the most representative trade union to ensure the viability of smalier
organizations to continue to represent their members.

n the community of operation

I'ake account of the climate in labor-management relations in the country when ensuring

freedom of assaciation 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 local/national 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 cn

fundamental workers' rights.




NCIPLE FOUR

5385 should uphold the elimination of all forms of forced and compulsory labor,

“

and Compulsory Labor

i compulsory labor is any work or service that is extracted from any person under the menace of
/. and for which that person has not offered himself or herself voluntarily. Providing wages or
pensation to # worker does not necessarily indicate that the labor is not forced or compulsory. By

ly given and employees should be free to leave in accordance with established

hould be fre

=d labor deprives societies of the opportunity to develop human resources for the modern laber market,
= 1o develop skills and educate children for the labor markets of tomorrow. The debiiitating consequences
* forced labor are felt by the individual, in particular by children, as well as by the econamy itself since the

~=aradation of human capital and social stability results in insecure investments.

ing the proper devetopment of human resources. forced labar lowers the level of productivity and
e growth for society generally. The lass of income due to disruption of regular jobs or income-
ating activities reduces the lifetime earnings of whole families and with it, the loss of food, shelter. and

T2alin care.

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

e slavery,

«  bonded labor or debt bondage, an ancient practice but still in use in some countries, in which
bath adulis and children are obliged to work in slave-like conditions to repay debts of their own
or their parents or relatives,

e child fabor in particularly abusive conditions where the child has no choice about whether to
work,

= 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,

= 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

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

2 FEROREUEL
SUsiness

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

Unders ing the causes of forced labor is the first step tawards taking action against forced labor, which
requires a comprehensive set of interventions to address not only the needs of individual forced laborers but
also the needs of their families. 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 altarnatives.

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



n the workplace

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

i ng and conducting business operations, ensure that workers in debt bondage or in

orms of forced labor are not engaged and, where found, provide far the removal of such

ers fram the waorkplace with adequate services and provision of viable alternatives in the
community of operation

= institute policies and procedures to prohibit the requirement that workers lodge financial
deposits with the company

= if hiring prisoners for work in or qutside prisons, ensure 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

e ensure that large scale development operations in which an employer participates do not rely
on forced {abor in any phase

In the community of operation

= assistin the development of guidelines by sectoral industrial assaciations and small or medium
enterprises where debt bandage 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
torced 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.

Child Labor

or has occurred at some point in time 1 virtually all parts of the world as nations have undergone
stages of development. It remains a serious issue today in many developing countries - although it
(morea invisibly) in the developed, industrialized countries where it occurs for example in some
mmigrant communities.

Forced labar 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 tabar deprives children of their chiidhood 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 education-and may be separated from their families. Children who do not compiete their
primary education are likely to remain illiterate and never acquire the skills needed to get a job and
~ontribute to the development of a medern economy. Consequently child Iabor results in scores of under-
skilled, ungualified workers and jeopardizes future improvements of skills in the workforce.

Child labor occurs because of the pressures of poverty and lack of development, but also simply as a result
f axploitatian. It exists both in the formal and in the informal economy. However, it is in the latter case
nere the majority of the worst forms of child fabor are found.



2n children enjoy the same human rights as adults, their lack of knowledge, experience and power
15 “d they also have distinct rights by virtue of their age. These rights include protection from
slagilel evplodon'“ and work that may be dangerous to their health or morals and that may hinder their
[ This does not mean that children should not be allowed to work, rather that there are

t distinguish what constitutes acceptable or.unacceptable work for children at different ages
their development.

~vere should

id not use child labor in ways that are socially unacceptable and that tead to a child losing

~a

r educational opportunities. The complexity of the issue of child labor means that companies need

55 the issue sensitively, and not take action which may force working children into more exploitative
f work. Nevertheless, as Principle 5 states, the goal of all companies should be the abolition of child

11

thin their sphere of influence.

I'to mention that the use of child labor can damage a company’s reputation. This is especially true

ik

of transnatienal companies who have extensive supply and service chains, where the econamic

47y

-ploitation of children, even by a business partner, can damage a brand lmage and have sfrong
sercussions on profit and stock value.

Definitions

-0 conventions recommend a minimum age for admission to employment or work that must not be less
han the age for completing compulsory schooling, and in any case not less than 15 years. Lower ages are
permi itted - generally in countries where economic and educational facilities are less well-developed the

oe

ge is 14 years and 13 years for light work'. On the other hand the minimum age for hazardous
work s higher at 18 years.

Regular Work 15 Years Regular Work 14 Years
Hazardous Work 18 Years Hazardous Wark 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 fabor are defined as -

«  ali forms of slavery - this includes the trafficking of children, debt bondage, forced 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 porriography or for
pornagraphic purposes; )

« the use, 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.

mpanies

Jeveloping 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
detenmining whether or not 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 labar is being used can be difficult, for example in the case where documents
nt, and companies may consider using local non-governmental organizations,
Nt arganizations or UN agencies to assist in this process.




nce of child labor is identified, the children need to be removed from the workplace and

ith viable alternatives. These measures often include enrolling the children in schools and offering
generating alternatives for the parents or above-working age members of the family. Companies

be aware that, without support, children may be forced into warse circumstances such as

siiution, and that, in some instances where children are the sole providers of income. their immediate
sval from work may exacerbate rather than relieve the hardship.

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

e use adequate and verifiable mechanisms for age verification in recruitment procedures

¢ when children below the legal working age are found in the workplace, take measures that
provide for their removal along with adequate services and viable aiternatives both for the
children and their families

«  exercise influence an subcontractors, suppliers and other business affiliates to combat child
jabor

¢ develop and implement mechanisms to detect child jabor

=« make sure adult workers are given secure employment and decent wages and working
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

« encourage and assist in launching supplementary health and nutrition programs for children
remaved from dangerous work, and provide medical care to cure children of occupational
diseases and malnutrition

PRINCIPLE SiX

®
(=
o
=

ution 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.

on can arise in a variety of work-related activities. These include access to employment and to
ticular occupations, and to training and vocational guidance. Moreover, it can occur with respect to the
and conditions of the employment, such as for example equal remuneration, hours of work and rest,
id holidays, maternity leave, security of tenure, advancement, social security, and occupational safety and
nealth. In some countries additional issues for discrimination 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.

Diserim

pal

erms

~




tion means simply thal employees are selected on the basis of their ability to do the job and
g ction, exclusion or preference made on other grounds. Employees who experience
Of f»\ are denied opportunities and have their basic human rights infringed. This affects the
med and negatively influences the greater contribution that they might make to saciety.

.

sorimination - Direct and Indirect

ton can take many forms. both in terms of gaining access to employment and in the treatment of
nce they are in work.

ot such as when laws, rules or practices explicitly cite a reason such as sex or race to deny
oriunity. Most commonly, discrimination is indirect and arises where rules or practices have the
-= of neutrality but in fact lead to exclusions. This indirect discrimination often exists informally in

practices. which if unchallenged can perpetuate in organizations. Discrimination may also have
is that demand more specific individual approaches.

a

s for Business

point of view discrimination does ot make sense . It is an issue that should be of concern

because discriminatory practices in employment and cccupation restrict the available pool

and skills, and slow economic growth for society as a whole. The lack of a climate of tolerance

1ssed apportunities for development of skills and infrastructure to strengthen competitiveness in

- 2 oosl economy. Finally, discrimination isolates an employer from the wider community and can damage
nany's reputation, potentially affecting profits and stock value.

w

d foremost, compames need to respect all relevant local and national laws wherever they are

. culture and family circumstance that may exist in the workforce. Managers and superv‘ésory staff,
. should seek to develop an understanding of the different types of discrimination and how it can

orkforce. For example. women constitute a growing proportion of the world's workforce, but

ly earn less than their male counterparts. Disabled employees may have particular needs that

Met, where reasonable. in order to ensure that they have the same opportunities (e.g. for training
1 advancement) as their peers.

anies should develop and promote an equal opportunity policy that applies qualification, skill and
rence 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

work, which means that all individuals are accorded equal opportunities to develop the knowledge, skills and
My }GTG;,(,O that are relevant to their job.

“ompanies can put in place specific activities to address the question of discrimination and eliminate it

vithin 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 clear company-wide
pohcy and procedures to guide equal employment practices, and link advancement to desired

performance in this area;

utclbl.sh programs to promote access to skills development training and to particuiar

occupations;

» work on a case by case hasis 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:

o keep up-to-date recards on recruitment, training and promation that provide a transparent view
of opportunities for employees and their progression within the organization;

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



be aware of formal structures and informal cultural issues that can prevent employees from

raising concerns and grievances;

¢ provide staff training on disability awareness and reasonably adjust the physical environment
10 ensure health and safety for employees, customers and other visitars with disabilities.

£ companies also have a role to play in eliminating discrimination, for example by

ring efforts in the community to build a climate of tolerance and equal access to

s for cocupational development. Two examples could be through adult education programs and

of health and childcare services.

10N ODET.

ations, companies may need fo accommodate cuitural traditions and work with

ves of workers and governmental authorities to ensure equal access to employment by women
2 minarities.

Environment

R N e c
~TINCIpIie seven

ssiness should support a precautionary approach to environmental challenges;

“rinciple kEight

1dentake initiatives to promote greater environmental responsibility; and

o B ~
ple Nine

=ncourage the development and diffusion of environmentally friendly technolagies.

The Origin of the Environment Principles

1ernationally coordinated work on the environment has been led by the United Nations Environment
“ragramme (UNEP), since its inception in 1973, UNEP has provided leadership and encouraged
“artnerships to care for the environment, for example, through Multilateral Environmental Agreements
"MEAs) which have addressed issues such as species loss and the need for conservation at a global and
zgional level. UNER has created much of the international environmental law in use today.

The three environmental principles of the Global Compact are drawn from a Declaration of Princinles and an
nternational Action Plan (Agenda 21) that emerged from the United Nations Conference on Environment
snd Davelopment (the Earth Summit) held in Rio de Janerio in 1992, Chapter 30 of Agenda 21, identified
1at the cies and operations of business and industry can play a major role in reducing impacis on
esource use and the environment. In particular, business can contribute through the promotion of cleansr
oroduction and responsible entrepreneurship.

The environmental principles of the Global Compact provide an entry point for business to address the key
=nvironmental challenges. In particular. the principles direct activity to areas such as research, innovation,
stion, 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 Chalienges

« loss of biodiversity and long-tenm damage to ecosystems

« pallution of the atmosphere and the consequences of climate change
= damage to aquatic ecosystems

» land degradation

= the impacts of chemicals use and disposal

ste production

= depletion of non-renewable resources




Faying for ecologic

RINCIPLE SEVEN

=25 should support a precautionary approach to environmental challenges.

utionary Approach?

ration firmly established the link between environmental issues and development by stating

aclara

1or to achieve sustainable development, environmental protection shall constitute an integral parf of
= slopment process and cannot be considered in isolation from it.”

='ore, if environmental protection is to be considered as an integral part of the development process,
nthe environmental risks associated with human activities be assessed?
= ~ia Declaration sets out an extremely important idea, now widely accepted by policy makers, of a
tonary approach to environmental protection -

Jrder to protect the environment, the precautionary approach shall be widely applied by Stales according

“neir capabilities. Where there are threats of serious or irreversible damage. lack of full scientific certainty
f be used as a reason for postponing cost-effective measures to prevent environmental degradation.”

“= concept s not new having emerged in assaciation with Clean Alir legisiation in the Federal Republic of
y in the 1870s. It has become an accepted principle in the European Union and a part of
tional environmental law. The German concept of 'vorsorgprinzip’ embraces notions of risk
=vantion, cost effectiveness, ethical responsibilities towards the environment, and the (sometimes)

sertain nature of human knowledge and understanding.

caution is founded on a number of key concepts, such as -

iative anticipation - taking action if necessary before scientific proof is available on the grounds that a

:VC AUVID

=ay in the action will cause damage to nature and society.

arding ecolagical 'space’ - not impinging on ecological margins so that we protect and widen the
/e capacity of the natural environment. This means refraining from undesirable resource use.

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

derminad.

y of care - placing the onus of proof on thase undertaking an activity or carrying out change to

& no environmental harm.

romaoting intrinsic natural rights - allowing natural processes 1o function such that they maintain essential
or all life on earth.

AP{JUI'[ i
ical debt - or compensating for past errors of judgment as indicated by the notien of

cammon but differentiated responsibility' enshrined in the UN Framework Convention on Climate Change

{is important here to point out the existence of two concepts - the "precautionary appraach”, as embodied
n Principle 15 of the Rio Declaration, and the "precautionary principle”. A discussion of the precautionary

principle is presented in the box below.

s Approach 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

environrmental damage does not accur. Companies should consider the following:



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. Investing in production methods that are not sustainable, i.e. that deplete resources and degrade
the environment, has a lower, long-term return than investing in sustainable operations. In turn,

improving environmental performance means less financial risk, an important consideration for

mnsurers,

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

=vertheless, interpretation of the precautionary approach can present difficulties for companies. They will
= more effectively placed to assess any potential environmental harm if they have a thorough

derstanding of current environmental impacts, as well as the baseline environmental conditions, within
“zir sphere of influence. This requires developing a life-cycle approach to business activities that can:

s manage the uncertainty, and
«  ensure transparency.

ith respect to assessing the uncertainty, a number of useful tools are available to gather infarmation on the

colential issues and impacts associated with technological, process, planning and managerial changes,
-uch as -

« environmental risk assessiment - establishes the potential for unintended environmental
damage alongside other risks

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

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

= strategic environmental assessment - ensures that impacts of palicies and plans are taken into
account and mitigated.

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

¢  build-in safety margins when setting standards in areas where significant uncertainty still exists
s ban or restrict an activity whose impact on the environment is uncertain
e promote hest available technology

» implement cleaner production and industrial ecology approaches
«  communicate with stakehclders.

PRINCIPLE EIGHT
Businesses should undertake initiatives to promote greater environmental responsibility.

I'he Background to Principle 8

The Rio Earth Summit in 1992 acted as a 'wake-up call’ for many parts of society,

not least of which 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 & ion to three concerns:

« the damage occurring to many natural ecosystems,
¢ the threatened capacity of the planet to support life in the future, and
e our ability to sustain long term economic and social development.



age 1o companies was spelt out in Chapler 30 of Agenda 21. in which the role of business and
. > sustainable development agenda is discussed. And an outline of what environmental
sibility means for business is presented -

1sible and ethical management of products and processes from the point of view of hiealth.
b wwmnmenta/ aspects. Towards this end. business and
auld increase seff-requlation, guided by appropriate codes, charters and initiatives integrated into
of business planning and decision-making and fostering openness and diafogue with
and the public.” (30.26)

rolect the environment, the precautionary approach shall be widely applied by States according
abilites. Where there are threats of serious or irreversible damage, lack of full scientific certainty
> used as a reason for postponing cost-effective measures to prevent environmental degradation.”

gn years since "Rio", the imperative for business to conduct its activities in an environmentally

=zconsible manner has not lessened. On the contrary, as recent analyses of the "state of the planet”

. despite progress in some areas

one-depletion, air-poliution in many developed regions, or advances towards reducing greenhcuse
=25 under the Kyoto Protocol) the overall trends are negative and much work still remains to be done.

- cienists and experts are reporting disturbing global trends concerning not only vital aspects of our life

oport system, but also the foundation of our sacial development system.

ir ,:masm,ly central role of the private sectar in global governance issues. the public is demanding
siness manage its operations in a manner that not only enhances economic prosperity and promotes
justice, but also ensures environmental protection in the regions and countries where it is based.

Throt Jgh Principle 8, the Global Compact provides a framework for business to take forward some of the key
-nallenges made 10 years ago.

Environmentally Responsible Business Practice

isiness gains its legitimacy through meeting the needs of society, and increasingly society is expressing a
zar need for more environmentally sustainable practices. One way for business to demonstrate its
—ommitment to greater environmental responsibility is by changing its modus operandi from the so-called
rraditional methods” to more responsible approaches to addressing environmental issues -

nefficient resource use B resource productivity
=nd-of-pipe technology s  cleaner production
public relations > corporate governance
reactive »  proactive
management systems * life-cycles. business design
one way, passive communication N multi-stakeholder, active dialogue

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



«  Appfication of cleaner production and eco-efficiency leads to improved rescurce productivity

»  New economic instruments (taxes, charges, trade permits) are rewarding clean companies

= Environmental regulations are becoming tougher

g Insurance companies prefer to cover a cleaner, lower risk company

»  Banks are more willing to Jend to a company whase operations will not burden the hank with
environmental lawsuits or farge 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

=.=1 once a company has decided to adopt a more environmentally responsible corporate policy. what
z s it need to undertake? 7 key elements that contribute to environmental responsibifity are

= apply a precautionary approach,

»  adopt the same operating standards regardless of (ocation,

= ensure supply-chain management,

« facilitate technology transfer,

*  contribute to environmental awareness in company locations,
= communicate with the focal community, and

s  share benefits equitably.

ar to turn these concepts into concrete, environmentally responsible actions, a company can

= implement the International Declaration on Cleaner Production [see below],

s work with suppliers to improve environmental performance (supply chain management),

= re-define company sirategies 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 inta business
practices, including reporting against global operating standard,

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

«  ensure fransparency and unbiased communication with stakeholders.

yy an ‘environmentaliy 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 capabiiities of the
arganization. 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 -

Lot

¢ environment, are Jess polluting. use all resources in a more sustainable manner, recycle more
of their wastes and products, and handle residual wastes in a more acceptable mannerthan the
technolagies for which they were substitutes. [ESTS] are not just individual technologies. but total systems
which include know-how. procedures. goods and services, and equipment as well as organizational and
managernal processes.”



1t here is an understanding that this broad definition includes end-of-pipe and monitoring techniques
piicitly encourages more progressive preventative approaches, such a

tion technol rvi =58
function is to provide a

s pollution prevention and
The aspiration of this principle is, therefore, towards clean technology
human benefit or servige. rather than concentrating on products per se,

Develop and Diffuse (EST's)

nmentally profic

ant technologies allow u
es more effi

us to reduce the use of finite resources and to use existing
=ntly. For example, improvements in the power to weight ratio of batteries has led to a
nt reduction in the use of toxic heavy metals whilst bringing substantial benefits to the consumer.

tment and disposal is costly both in financial as well as in environmental and social

o'wuuumcnt—’l!y sound technologies generate less waste and residues, the continued use of

:nt lechnologies can represent increased operating costs for business. In addition it also resulis in a

pective focus on control and remediation rather than prevention. In contrast avoiding environmental

cts through pollution prevention and ecological product design increases the efficiency and overall
setitiveness of the company and also may lead to new business opportunities.

nronmental

ly sound technologies reduce operating inefficiencies, they also lead to lower emissions of
aminants. This benefits in the first case warkers who are exposed to much lower tevels of
!:, on a daily basis and also results in a substantially reduced risk of accidents or

wodds to Promote the Use and Diffusion of ESTs

n Principle 9 will depend to some extent on the size and nature of the business. However all
ant to pursue the business benefits that come from a more efficient use of resources. As

5 p mmple capturaa both 'hard' technologies and 'soft’ systems the potential entry points are broad.

storage. treatment and disposal is costly both in financial as well as in environmental and social

e ince environmentally sound technologies generate less waste and residues, the continued use of
ent technologies can represent increased operating costs for business. In addition it also results in a

aspective facus on controf and remediation rather than prevention. In contrast avoiding envirenmental

npacts through pollution prevention and ecological product design increases the efficiency and overall

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

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

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

2. Changing input materials - in order to use raw materials that are less toxic, for example.

3. (‘b nges to the product - for example by switching from sclvent- to water-based paints.

sing materials on site - Pparaﬁng, treating and recovering useful materials from waste, so-
Hed "by-product synergies”.

Strategic level approaches to improving technology include:

s  Establishing a corporate or individual corpany 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 oflife cycle assessment (LCA) in the development of new technologies and products, so
as 1o take into account impacts in manufacture, use and at the end of life of the product.

«  Emplaying Environmental Technology Assessment (EnTA) - an analytical too! designed to
ensure that decision making processes related to technology adaptation, implemerntation and
use are sustainable.

«  Examining investment criteria and the sourcing palicy for suppliers and contractors to ensure
that tenders stipulate minimum environmentat criteria.

«  Co-operating with industry partners to ensure that 'best available technology' is available to
other organizations.

ample of how environmentally friendly technologies are being promoted comes from the area of
= change and the work of the 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
uiar of carbon dioxide CO2. Inits Inventory of Technologies, Methods and Practices for Reducing
=z.0ns of Greenhouse Gases the IPCC has focused on the energy sector. As a first step it has defined
ergy Cycle starting with the primary fuel resources and going right through the lifecycle until delivery
rgy service to the customer, This is shown in the diagram below for the generalized or reference
yole. It has then identified the environmental aspects that are sources of GHG's for each part of the
~= 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

Transparency and Anti-corruption

- 24 June 2004, during the UN Global Compact Leaders Summit it was announced that the UN Giobal
ot henceforth includes a tenth principle against corruption. This was adopted after extensive

tions and all participants yielded overwhelming expressions of support, sending a strong worldwide
3 at the private sector shares responsibility for the challenges of eliminating corruption. It also
~=monstrated a new willingness in the business community to play its part in the fight against corruption.

“rinciple 100 "Businesses should work against corruption in all its forms, inciuding
- y and bribery.” ‘

_orruption is now recognized to be one of the warld's greatest challenges. it is a mejor hindrance to
inable development, with a dispraportionate impact on poor communities and is corrosive on the very

b

tition and represents serious legal and reputation risks. Corruption is also very costly far business.
{ extra financial burden estimated to add 10% or more to the costs of doing business in many parts of
~= world. The World Bank has stated that "bribery has become a $1 trillion industry.”

ety. The impact on the private seclor is also considerable - it impedes economic growth, distorts

e rapid development of rules of corporate governance around the world is also prompting cormpanies o
sus on anti-corruption measures as part of their mechanisms to protect their reputations and the interests
eir 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
1nat 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
Crganization for Fconomic Co-operation and Development (OECD) Convention on Combating Bribery of
Soreign Public Officials in International Business Transactions and through the entering into force of the first
Jlobally agreed instrument, the United Nations Convention against Corruption (UNCAC) in December 2005,

I'here are a number of very different reasons for why businesses should combat corruption in all its forms



‘inical case

Jotion s inherently wrong. It is a misuse of power and position and has a disproportionate impact on the
nd disadvantaged. It undermines the integrity of all involved and damages the fabric of the

3 fo which they belong. The reaiity that laws making corrupt practices criminal may not always

d is no justification for accepting corrupt practices. To fight corruption in all its forms is simply the

are many reasons why it1s in any company's business interest to ensure that it does not engage in
pragtices. All companies, large and small, are vuinerable and the potential for damage to them is
rable. The following are some of the key reasons for avoiding involvement in corrupt practices:

';._ega. risks

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
ina (‘ou,pcmya home country {o engage in corrupt practices in another country, The principle that it

T

- h

i iilegal to bribe foreign officials was first established in the US Foreign and Corrupt Practices Act
of 1877 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 countries and emerging markets, where the opportunity for
corruption has heen rife because of weak law and regulation, corruption has become an issue of
:iqniﬂcam political impertance and there is growing determination 10 act and to take those accused
of corrupt practices to court. There is also a growing number of examples where developing
ceuntries with limited capacity to handle such cases have obtained cutside legal assistance. To this
end the OECD is playing a critical role in ensuring that its member states are developing judicia!l
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 many large companies is the degree to
which they may be responsible for agents acting on its behalf in other countries. What may
yesterday have been considered an independent agent - for whom the principal company. carried
no responsihilities - may today be someone whose actions the principal company indeed can be
iegally accountable for.

Reputationat risks
Based on the experience of recent years, companies whose policies and practices fail 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
aven if a court subsequently determines that they have not been involved in corrupt practices. lLis
of critical importance tfor a company to be able to guickly guash any unfounded allegations by
demanstrating 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 was done in a
narticular cauntry is not an acceptable excuse. Nor is it good enough to claim that other comparnies
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
enst 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 fegitimate
sustainable development.



“nown as clean’ and repeat demands

-re is growing evidence that a company is less likely to be under pressure to pay bribes if it has
so in the past. Once a bribe is paid, repeat demands are possible and the amounts
ad are likely to rise. Canversely a company which takes a finm and principled stand against
of corruption will become known for this and the risk of its employoes being exposed to
! Il lessen. For example, a business manager representing a large international company
:cently confirmed that despite pressures to do otherwise, his company did not accept any
1s of corruption: 'Zero tolerance is the only practical solution’.

Blackmail, no recourse and security risks
B ging in corrupt practices, company managers expose themselves to blackmail.
uently the security of staff, piant 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

1 externally. Unethical behavior erodes staff loyalty to the company and it can be difficult for staff
o see why high standards should be applied within a company when it does not apply in the
company's external relations. Intemal 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
cormnmunities struggling to improve their lives has been devastating, in many cases undermining the
very fabric of society. It has led {o environmental mismanagement, undermining labor standards
and has restricted access to basic human rights. Business has a vested interest in social stability
and in the gconomic growth of local communities. it has therefore suffered, atbeit indirectly. from
the impact of lost opportunities to extend markets and supply chains. The business community can
and should play its part im making corruption unacceptable. It is important fo recognize that
corruption diverts resources from their proper use. Financial resources that were intended for tocal
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 expecied
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
mmommq and illicit international maoney transfers are used as support mechanisms for -
international terrorism. Global businesses have to be constantly vigilant to avoid being associaied
with these major international chailenges.

Principle 10

esses should work against corruption in all its forms

L1

Origin of the 10" principle

On 24 June 2004, during the UN Global Compact Leaders Summit it was announced that the UN Global
Compact henceforth includes a tenth 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 seclor shares respensibility 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,

Underiying legal instrumeant

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



ves of the 10" principle

{ { the tenth principle commits UN Global Compact participants not only to avoid bribery.
4 other forms of corruption, but also to develop policies and concrete programs to address
t Companies are challenged to jomn governments, UN agencies and civil society to realize & more
arent global economy.

--w to define corruption?
~uption can take many forms that vary in degree from the minor use of influence to institutionalized
=ry. Transparency Intermnational's definition of corruption is "the abuse of entrusted power for private
This can mean not only financial gain but also non-financtal advantages.

tis meant by extortion?

Oud lines for Multinational Enterprises define extortion in the following way: "The solicitatior
act sking or enticing ancther to commit bribery. It becomes extortion when this dem:

'} ry threats that endanger the personal integrity or the life of the private actors involved."

d what about bribery?

parency International's Business Principles for Countering Bribery define "bribery” in the following way:
y: An offer or receipt of any gift, loan, fee, reward or other advantage to ar from any person as an
ment to do something which is dishonest, illegal or a breach of trust, in the conduct of the enterprise's

ical steps to fight corruption
i

= UN Global Gompact suggests to participants to consider the following three elements when fighting
.;:‘!, on md implementing the 107 principle.

Intema!

a first and hasic step, introduce anti-corruption policies and programs within their orgamzatlons
qnd their business operations;
External
Report 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;
fi. Cotlective
Join forces with industry peers and with other stakeholders

Frequently Asked Questions

I. How do companies participate in the Giobal Compact?
Answer:
To participate in the Global Compact, a company:

1. sends a lefler 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. setsiri 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 jts principles via communications vehicles

such as press releases, speeches, etc.; and

4. is expected to publish in its annual report or similar public corporate report (e.g. sustainabiiity
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 oppaortunity of participating in a number of Global
Compact-sponsored initiatives and programs.



=governmental organizations and other non-business participants get

ate through a number of Global Compact engagement mechanisms, including Policy Dialogues,
Local Networks and Partnership Projects. In these areas, such organizations have a crucial role to

nelping to foster partnerships and produce substantive action. Non-business participants are alsa

to cammit their organization to the ten principles and to report on progress made within their

1o (af

ziobal Compact legally binding?

Answer:

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
irage innavative solutions and partnerships.

monitoring or enforcement, how dees the Global Compact know that 2
Fis !.i“t“iilfL.”‘,f portraying its actions?

Answer:

Giobal Compact is not a performance or assessment tool. It does not provide a seal of approval, nor
Joes it make judgments on performance. The Global Compact does, however, seek high quality and
Tegrity in the contributions and activities by companies. Company submissions are shared openly and
cublicly in the Learning Forum where peer review and other stakeholder comment is inviled. In addition,

companies are encouraged to develop their examples of corporate change into larger case studies for peer
aview.

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

i.-:zn":: there a danger of companies using UN logos and their affiliation with the UN
and the Glohal Compact to "blue-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 uze as the general United Nations logo. Those policies are caontained in the UN Business Guidelines,
which can be accessed at http:/lwww un.org/pariners/business/otherpages/guide him. .

in addition, following the ref‘ommendatlons made by the working group of the Secretary General's Advisory
Council, the GC adopted a set of integrii to safeguard the initiative and to avoid patential 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 Globa! 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 2 submission has been made.




~
he Glo

obal Compact a substitute for existing regulatory approaches?

Answer:

=iy nol. The Global Compact views itself as complementing other voluntary initiatives and regulatory
£5 by helping to establish the business case for human rights, labor standards, environmental

=nip and the fight against carruption. The Global Compact is a purely voluntary initiative designed to
novation in relation to goed corporate citizenship. Many of the existing standards support the
of the Glebal Compact and are therefore are quite consistent with its overall object

ves.

Ay should a company that has already established its own code of conduct
cartcipate in the Global Compact?
Answer:

-rzte codes of conduct are extremely important and many companies have demonstrated leadership
- cosiive change through their development and implementation. The Global Compact is not a code of

2ot Rather, it seeks to add new dimensions to good corparate citizenship by creating a platform -

: on universally accepted principles - to encourage innovative new initiatives and partnerships with civil
and other organizations.

“re there any financial obligations in becoming a Global Compact participant?
Answer:
~-= - coal Compact is a valuntary initiative, not a formal membership organization. As such, we do not

¢ fees for core funding. The Global Compact only accepts core funding from government donors.

, participants may be asked to contribute to the cost of convening specific meetings and
" =s they wish to attend,

Answer:

= 1o administrative constraints, companies with less than ten direct employees (micro enterprises) will not
' | into the database of participating companies. However, we encourage micro enterprises to stay

out all Global Compact activities via this website and to engage with their Global Compact

coiy network. Network information can be found in the "Networks Around the Ve section of this

"I.’§ i

‘2 Can company subsidiaries join the Glohal Compact?
Answer:

= = obal Compact applies the leadership principle. If the CEQ of a company's global parent (holding,
DU embraces the Global Compact by sending a letter to the UN Secretary-General, the Global
«ill post only the name of the parent company on the global list assuming that all subsidiaries
¢ as well. Subsidiaries that wish to directly send a letter to the Secretary-General, to underline their

ent. will be listed as participants, and are invited to become active in the Global Compact country
=twor< af their host country.




