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Business Engagement for Governance

"Business and the rules of the game:
from rule-takers to rule-makers?"

Dedicated to Robert Davies (1951-2007), CEO of the International Business Leaders Forum
and speaker at the 11t International Business Forum, Bonn, Germany, 2006.
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Preface

Dear participant of the 12t International Business Forum (IBF),

On behalf of INWEnt, Capacity Building Internatio-
nal, Germany, and the World Bank Institute (WBI),
we look forward to welcoming you to the 12t IBF,
to be held in Washington, D.C. on October 8-10,
2007.

Over the last 12 years of the IBF, we have come a
long way in addressing the challenges and oppor-
tunities for the private sector in contributing to
growth and development. Our dialogues to date
have shown there is agreement that corporations
should not only live up to their “social responsibi-
lity” but also to their “global responsibility”.
Globalisation has brought global opportunities to
businesses, but also responsibility for engaging in
tackling global issues. The “global governance”
architecture - the framework of rules and incen-
tives - is in many respects still under construction
and there is no single actor that can design and
enforce the rules of the game.

Business engagement in global governance makes
good business sense when the opportunity cost in
absence of viable governance frameworks exceeds
the cost of engagement (see page 43). This is clear-
ly the case in the two focal topics of this year's
Forum: business action on climate change and pri-
vate sector roles in combating corruption.

The Forum and its participants from all over the
globe have been at the cutting edge of the debate.

Luiz Ramalho
Director, Sustainable Business Environment,
INWENt - Capacity Building International, Germany

In 2005, when the 60t General Assembly of the
United Nations took stock of the progress made to-
wards the Millennium Development Goals, the 10th
IBF met in New York and highlighted examples of
poverty alleviation as a businesses opportunity. Last
year's IBF emphasized the importance of business
development in Africa, linking to the themes of the
“MDG+5 Summit” and the UK-led 2005 G8. This
year, the IBF again offers business perspectives on
issues that are highly relevant for the international
agenda, including the Germany-led G8 process in
2007 and this year's Annual Meetings of the IMF
and World Bank.

During the Forum, we will hear examples of innova-
tive business-led approaches. As organisations com-
mitted to capacity development, WBI and InWEnt
will be looking forward to sharing learnings from
these initiatives, and foster dialogue on how the
private sector can help improve the “rules of the
game” of today's globalised business environment
in partnership with government, civil society and
multilateral institutions.

We wish you all the best success for the 12t Inter-
national Business Forum 2007.

Sincerely,

Erich SuRdorf
Chairman, 12t International Business Forum

Djordjija Petkoski
Head, Business, Competitiveness & Development
World Bank Institute



“Shared goals, from market-building to environmental protection and

social inclusion, have enabled us to build unprecedented partnerships
among business, Governments, civil society, labour and the United
Nations....We are partners in the understanding that in our globalized
world, many challenges are too interconnected and complex for any one
sector to face alone”

“That interdependence brings with it a fundamental realization: That power
cannot be separated from responsibility. That for business to enjoy
sustained growth, we need to build trust and legitimacy. That for markets
to expand in a sustainable way, we must provide those currently excluded
with better and more opportunities to improve their livelihoods”

UN Secretary-General Ban Ki-moon,
Opening Remarks at the United Nations Global Compact Leaders Summit, 5 July 20071



Responsible Business: the Key to the MDGs

There has been a transformation in both the under-
standing and expectation of business' contribution
to the Millennium Development Goals (MDGs)2.
Most importantly, it is now broadly recognised that
the largest contribution business can have - far
greater than charitable philanthropy - is by running
successful and responsible businesses: creating jobs,
economic opportunities, tax revenues and goods
and services.

This raises the issues of what “responsible” business
means, how it can be ensured and who should en-
sure it. The 2007 G8 - the first G8 to do so - put
responsible business centre-stage. It made explicit
reference to the UN Global Compact, the OECD
Guidelines for Multinational Enterprise and other
leading principles and codes for responsible busi-
ness.

A New Role for Business: Global Issues and Global Rules

Perhaps the most interesting current debate on
what it means for a business to be “responsible”
revolves around the role businesses are increasingly
playing at the global level, tackling global issues,
such as corruption or climate change.

In part, the debate focuses on the extent to which
business should be participating in setting the
global rules that govern their own conduct. But it
also relates to business' role in shaping the conduct
of others - particularly governments.

What is clear is that business is no longer a passive
recipient of these rules, and in various ways, on

This Background Report

This Report tells the fascinating story of businesses'
rapidly growing engagement in tackling some of the
world's most pressing challenges. It provides parti-
cipants of the 12t IBF with an overview of the key
facts, major trends and flash-point issues. Reflect-
ing the focus of the IBF, we look at this through the

various issues, is working collectively to actively
shape them. For business, this is part of a new
leadership role that they must play to deliver long-
term success for their businesses and the societies
in which they operate.

This year's International Business Forum (IBF) ex-
plores this new active role of business in shaping
the “rules of the game” at the global level. It
focuses on two specific areas, both of which have
been prominent in this year's G8 discussions: anti-
corruption and climate change.

lenses of anti-corruption and climate change. We
bring the story to life with case studies and inter-
views with leading practitioners. Core concepts are
outlined in “Info Boxes” Ultimately, our aim is to
inform and stimulate debate.



2. G8 2007: Putting “Responsible Business” Centre-Stage

Participants at last year's International Business
Forum underlined the important role that business
can play in achieving the MDGs by running success-
ful and responsible businesses in developing coun-
tries: doing good by doing business?.

A similar sentiment was expressed at this year's G8
Summit, which focused on “Growth and Responsibi-
lity4. The Summit Statement recognised that cross-
border investment can make a “major positive con-
tribution to economic growth, social and environ-
mental development” provided “appropriate frame-
work conditions are in place”

The Summit Statement describes these “framework
conditions” as including not only an “open invest-
ment environment” but also “corporate and other
forms of social responsibility” This is the first time
the G8 has looked at “corporate social responsibili-

Info Box

ty” (CSR) in any detail®. So, alongside commitments
to “strengthen open and transparent investment
regimes” are pledges “to promote actively interna-
tionally agreed corporate social responsibility and
labour standards, high environmental standards and
better governance” (See Annex 1).

The statement highlights the wide range of interna-
tional codes and standards in place to encourage
responsible business, calling, for example, for the
business community to “adhere to the principles in
the OECD Guidelines for Multinational Enterprises”
and “to participate actively in the Global Compact”
The Global Compact is profiled as a case study
below. The statement also calls for an “improvement
of the transparency of private companies' perfor-
mances with respect to CSR, and clarification of the
numerous standards and principles issued in this
area by many different public and private actors”

G8 Summit, Heiligendamm Summit, 6-8 June 2007

www.g-8.de/Webs/G8/EN/Homepage/home.html

The Group of Eight leading industrialized nations (G8), comprising Canada, France, Germany, Italy,
Japan, Russia, the United Kingdom and the United States, is chaired this year by Germany. Leaders
at the G8 Summit in Heiligendamm made a number of significant commitments relevant to this
year's IBF, including on climate protection, responsible business and international development.

Annex A sets out the key elements of the G8 Statement.



Specific emphasis is placed on the issues of corrup-
tion in the context of natural resources, with ex-
plicit support for the Extractive Industries Transpa-
rency Initiative (EITl), and climate change - the
main theme for the Summit overall. On the latter,
the Statement welcomes the United Nations Envi-
ronmental Program Finance Initiative and makes
commitments to share experience of different mar-
ket mechanisms, such as emissions-trading.

Case Study

Global Compact

www.unglobalcompact.org

The 2007 G8 has put into the spotlight the broad
set of global rules and principles that aim to define
what it means for a business to be responsible. At
the same time, it has provided a window on one of
the most fascinating developments in recent years -
the interaction of business and the global “rules of
the game” How those rules are shaping business
behaviour. But increasingly, how businesses are
shaping those rules.

The Global Compact is the world's largest voluntary corporate responsibility initiative, with over 3,800
participants (including 2,900 businesses) from 100 countries®. It was launched in 2000 after Kofi
Annan challenged business leaders to join UN agencies, labour and civil society in support of universal
environmental and social principles. Through collective action in the form of policy dialogues, learning,
country/regional networks and partnership projects, the Global Compact works to achieve two central
objectives: (1) to mainstream ten universal principles in the areas of human rights, labour, the environ-
ment and anti-corruption; and (2) to catalyse actions in support of UN goals.

The Global Compact involves a number of actors with different goals: “Governments, who defined the
principles on which the initiative is based; companies, whose actions it seeks to influence; labour, 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 truly
global political forum, as an authoritative convener and facilitator”?

>>



2. G8 2007: Putting “Responsible Business” Centre-Stage

Peter Brew

Director, Responsible Business Solutions for the International
Business Leaders Forum (IBLF), is involved with both the corruption
and human rights working groups of the Global Compact, the
Secretariat for the Global Compact UK network, and also played a
role in the launch of the Global Compact Croatian Network.

IBF: What would you say has been the Global tangible, companies need to demonstrate that
Compact's greatest achievement to date? they are making progress. At the same time the
Global Compact needs to continue to step-up
PB: The Global Compact has done well in getting support to help companies achieve their objec-
3800 companies to sign up - giving it credibility e, It can do this by providing and sponsoring

as a rallying point for responsible business and tools and materials.

considerable convening power. What has been

very interesting is that in the last year the big- A big issue is how multinational companies get
gest growth in membership has been from de- all parts of their operations globally to abide by
veloping countries or countries in transition. their principles. Finally, although the Global

There is a concern that this allows companies to ~ Compact covers both large multinationals and
join who still have a long way to go in improving ~ SMEs, I am not sure that SMEs are getting the
their business standards, but the fact of the mat- ~ support they need yet.

ter is that they are putting CSR on their agenda.
IBF: Critics of the Global Compact question

IBF: And what are the greatest challenges it the objectivity and effectiveness of the self-

faces? assessment process, and highlight the gap
between rhetoric and action. What would you

PB: First of all, there is a concern as to what say to an NGO like ActionAid who withdrew

signing up to the ten principles actually means in
practice. Greater robustness is needed when
dealing with those companies who are either not

their support from the Global Compact because
they felt it has no teeth?

reporting or are clearly not making progress on PB: The criticisms are not totally groundless. The
the 10 principles. The Global Compact announced  Global Compact was always aspirational. |

their intention to de-list 500 companies and remember Georg Kell saying right at the start
have plans to de-list another 500. But maybe that “if we are to be a policing organisation we
that's not enough. To really mean something will need staff larger than the entire armed



forces of the US”. They just do not have the
resources. It has to rely on a degree of self-
motivation. For example, the UK network has
now set up a peer review system where member
companies suggest improvements to company
reports before they are submitted to the Global
Compact.

| am sorry that ActionAid felt it necessary to
leave. As a result hey have lost their influence on
the Global Compact moving forward. Much bet-
ter to have stayed in and used their knowledge
and experience to engage and make sugges-
tions. This is an initiative which is only 7 years
old. It has a long way to go. | think the reality is
that in my lifetime there will not be international
legislation that addresses all the issues. We are
therefore dependent on initiatives like the Global
Compact. | think NGOs must be responsible in
their criticisms. They often put the spotlight on
companies that are trying hard but ignore the
companies that are doing nothing. So if | was
ActionAid, my concern would be not for the 3800
who have signed up, but for all the others who
haven't. What can NGOs do to help bring those
to the table?

IBF: Does the work of the Global Compact
complement that of other initiatives such as
the Global Reporting Initiative? Are there
areas of duplication?

PB: IBLF recently prepared a paper which com-
pared the OECD guidelines, the Global Compact,
some of the ILO Conventions and looked at
Ruggie's work on human rights. Interestingly it
emerged that there wasn't a huge amount of

overlap. Although the proliferation of initiatives
is a cause for concern for some people, others
argue that the initiatives are all there for a pur-
pose and as long as they are achieving what they
set out to do, and as long as they are all talking
to each other, that is what is important. Com-
panies are recognising that it is not enough to do
their own thing. There is a role for collective
action initiatives provided that new organisa-
tions aren't being created.

IBF: How effective can partnerships be between
civil society organisations and businesses when
they continually have to negotiate the tension
between profit motive and action for the
greater good?

PB: There is growing evidence that companies
that are managed responsibly are the most sus-
tainable companies financially. As a company;
there is a growing awareness that if you get your
human rights, corruption and environmental
agendas right, then you will be adding to the
foundation of your sustainability, because when
these things go wrong, they cost a huge amount
of money and reputational damage. Profit is the
nature of business but it has to be honest profit,
responsible profit. We now have convincing
evidence in the work that we do, that cross-
sector partnerships are a very effective way of
delivering development. Part of the Global Com-
pact's job is to create space for that dialogue to
take place.



3. A New Role for Business: Global Issues and Global Rules

“In an age of interdependence, global citizenship - based on trust and a sense of shared

responsibility - is a crucial pillar of progress. At a time when more than 1 billion people are

denied the very minimum requirements of human dignity, business cannot afford to be

seen as the problem. Rather, it must work with governments and all other actors in society

to mobilize global science, technology and knowledge to tackle the interlocking crises of

hunger, disease, environmental degradation and conflict that are holding back the develop-

ing world”

Kofi Annan, Former UN Secretary—GeneraI8

Traditionally, it has been governments that have de-
termined and enforced the rules of the game, while
at the same time acting as guarantor of citizens'
participation in this process®. But this is changing,
particularly when one looks at the global challenges
that transcend national boundaries. So-called
“global public goods” - such as preserving biodiver-
sity, contributing to solutions to combat climate
change and its effects, tackling the spread of dis-
eases, setting human rights standards or agreeing
international trade rules - can only be achieved if
governments and private actors work together.10

Today, multinational corporations and civil society
groups are actively engaged in setting new agen-
das, negotiating details of new agreements and
implementing, monitoring and enforcing rules and
standards in areas as diverse as peace-keeping,
human rights, social standards and the environ-
ment!. Non-government organisations have been
actively involved in campaigning for responsible cor-
porate behaviour?, while businesses have been,
often collectively, developing processes to regulate
their own behaviour. And both NGOs and businesses
have been helping develop and implement proces-

10

ses to shape government behaviour. In short, the
state is no longer the only player on the block.

This growth in so-called “private governance” at the
global level, where multinational companies and
international business organisations have been
taking on - sometimes in partnership with NGOs -
“roles traditionally associated with public authori-
ties”13, has been described as a “fundamental re-
constitution of the global public domain™4,

This trend has resulted in a proliferation of statuto-
ry and voluntary codes and standards and, perhaps
most interestingly, new partnerships!® - from the
global to the industry or issue specific (see Info Box
for examples) - with businesses no longer simply
the passive recipients of rules, but actively engaged
in creating them. In some cases, these build on
existing international and national legislation, but
in others they fill a regulatory space where states
have been unable or unwilling to act (such as on
conflict diamonds or labour standards in developing
countries)8. Increasingly these are underpinned by
compliance auditing, standardisation of reporting
systems and certification, and - through the inter-



Info Box

Top Principles, Codes and Standards

There has been a proliferation of principles, codes, standards and partnerships in recent years. Here is
a selection of the most important, together with web references (including as endnotes).

UN Global Compact?®

OECD Guidelines on Multinational Enterprises2°

OECD Anti-Bribery Convention?!

UN Anti-Corruption Convention?2

ILO Tripartite Declaration of Principles Concerning Multinational Enterprises and Social Policy?3
Voluntary Principles on Security and Human Rights?4

Global Reporting Initiative2

1S02600026

OECD Corporate Governance Principles?’

OECD Declaration on International Investment and Multinational Enterprises28
Extractive Industries Transparency Initiative (EITI)29

The Kimberly Process30

United Nations Environmental Program (UNEP) Finance Initiative and UN Principles for
Responsible Investments!

Global Fund to Fight AIDS, Tuberculosis and Malaria3?

Global Business Coalition on HIV / AIDS, Tuberculosis and Malaria3?

Marine Stewardship Council34

Forest Stewardship Council3®

net - better access by stakeholders to information financial industry to manage social and environ-
on businesses' social and environmental perfor- mental issues in project financing. This initiative is
mancel’. profiled as a case study below.

One recent, and important, addition to the land- Of course, the growth of codes and standards must
scape are the Equator Principles!®, developed by be understood within the broader context of the



3. A New Role for Business: Global Issues and Global Rules

positive impact that business can have on global
governance issues through their core business acti-
vities, such as through their supply and distribution
chains with small and medium enterprises: sup-
porting growth and national and local economic

Case Study

The Equator Principles

www.equator-principles.com

development; creating incentives to reduce corrup-
tion; spreading ethical corporate good practice; or

supporting innovation and enterprise development

in the renewable / clean energy sector.

The Equator Principles (EP) were launched in 2003 by a small group of banks supported by the IFC.
They were substantially revised in 2006 in response to the IFC's revision of its own Performance
Standards, on which the EP are based. Currently over 50 financial institutions have adopted the

Principles.

The objective of the EP is to have a common and coherent set of environmental and social policies
and guidelines that could be applied in financing projects globally and across all industry sectors.
Principles apply to all projects with capital value of over US$10m, regardless of sector or location.
Banks that adopt the principles declare that they will put in place internal policies, procedures and
processes that are consistent with the EP, and they are required to report publicly on their EP
implementation experience. They “will not provide loans to projects where the borrower will not or
is unable to comply with [their] respective social and environmental policies and procedures that

implement the Equator Principles”

Banks that implement the EP categorise projects seeking finance into high, medium or low social and
environmental risk; require borrowers to demonstrate social and environmental assessments and
action plans in keeping with IFC guidelines for each risk group; and insert into loan documents
covenants for borrowers to comply with action plans.

12



Rob Tacon

IBF: What does it mean to “adopt” the
Principles?

RT: The EP are voluntary. Banks do not sign-up,
they simply adopt the principles. This means that
you become part of a group of institutions in-
volved in project finance with similar aspirations
around sustainability. This comes with pros and
cons - your institution is in the public light for
being serious about sustainability, but this also
puts your head well above the parapet. Civil
society will watch you very closely regarding
compliance and how you integrate EP into your
own best practice. When you take on the EP
there is a lot of background work that needs to
be done in order to show that you have the right
policies and processes in place to meet the re-
quirements. Adopting EP also means you have to
conduct ongoing training to ensure project fin-
ance practitioners are well versed in what EP and
IFC principles mean in practice.

IBF: How has the adoption of the Equator
Principles changed the project financing land-
scape?

RT: A lot of the banks follow principles and
guidelines of their own making. What the EP has

Head of Risk Reporting at Standard Chartered, has been part of the
working group on Equator 2 and has been involved in developing EP
guidance for Standard Chartered's own practitioners.

done for the first time, is bring together a group
of banks that compete for projects, but see the
common sense in working together and agreeing
on a set of principles. As a result, financial insti-
tutions are working together much more closely
and on a regular basis. Because of this change,
projects are being better managed with practi-
tioners having a greater understanding of what's
demanded of them up-front.

IBF: How is implementation monitored?

RT: As an EP bank, it is important right up-front
to clearly set out our requirements in accordance
with EP and IFC ground-rules. This means requir-
ing practitioners to carry out an environment and
social impact assessment of the project to raise
issues that will need to be dealt with up-front

or during the project. Depending on the assess-
ment, a range of different actions may have to be
taken and each bank will deal with these very
differently. The EP itself does not define what
actions banks should take - when developing the
principles there would have been no chance of
getting agreement on this around the table. It
has to be the banks prerogative.

>>
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3. A New Role for Business: Global Issues and Global Rules
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At Standard Chartered, most projects would go
to a responsibility and reputational risk commit-
tee, which looks beyond the credit-worthiness of
a project, to the environment and social impacts
it will have and the proposed solutions set out in
a management action plan. Once the project is
up and running, ongoing checks are undertaken
to ensure that all the requirements have been
met within stated timelines.

IBF: What sanctions are there for non-
compliance?

RT: If the requirements are not met, there are a
number of ways to deal with it. There is the
option of withdrawing funds from the project.
The risk here is that the project may collapse
before completion and become a white elephant.
Because repayments are made at the end of the
project, you could also face a serious debt situa-
tion.

Alternatively, you could withdraw funds until a
certain action has been completed. This will
delay the project and therefore delay when the
repayments will be made. Another option is to
allow the project to continue but under a very
clear set of guidelines which may or may not
lead to additional funding.

| think that withdrawing funds rarely has the
desired result. It is better to work with project
sponsors to get the project back on track.

IBF: Have the Equator Principles had a negative
impact on banks' business?

RT: They can do. Project sponsors, particularly for
smaller projects, can see EP as a threat because
significant costs can result in terms of the extra
work and checking that needs to be done. There
are instances where project sponsors will get
financing from international banks who have not
adopted EP, because their costs can be reduced.
EP Banks have to compete in this field. It is
therefore in the EP Bank's interest to show pro-
ject sponsors the benefits of meeting interna-
tional standards through EP compliance and to
look for opportunities to work with customers to
improve the environmental and social impact of
their projects.



Anti-Corruption and Ethical Business Conduct

“Corruption affects all sectors of society, government...and business. Corruption in the
private sector must not be allowed to remain “private” and tackling it is as important as
cleaning up public administration. All opposed to corruption - whether from government

business or civil society - need to unite and work together”,

Conference Statement, Business Action Against Corruption, Abuja, Nigeria, 20th February, 200637

The evolving global governance landscape, and busi- and donors have put on good governance, trans-
ness' role within it, is well illustrated by the case parency, accountability and anti-corruption3s, the
of anti-corruption and ethical business conduct. role of business has also evolved, from passive 'rule-
Today there is widespread recognition that a thriv-  takers’ to more active participants in the process of
ing, open, and competitive private sector can be a making rules that regulate not only their own be-

strong contributor to better governance. What is haviour, but also the actions of others. Business is
more controversial is to what degree the private making more use of the power of collective action
sector should be actively engaging in shaping the and, increasingly, joining forces with other non-
rules that aim to tackle corruption and bribery. business stakeholders in designing rules together.

Alongside the greater emphasis that governments

Info Box

Governance and corruption: key concepts3?

“Governance and corruption are not synonymous. Governance refers to the manner in which public officials
and institutions acquire and exercise the authority to shape public policy and provide public goods and ser-
vices. Corruption is one outcome of poor governance, involving the abuse of public office for private gain.
Public office is abused when an official accepts, solicits, or extorts a bribe and when private agents give or
offer bribes to circumvent public policies and processes for competitive advantage and profit. It is also
abused through patronage and nepotism, the theft of state assets, or the diversion of state revenues. Cor-
ruption can also take place among private sector parties, yet interface with and affect public sector per-
formance.”

15



3. A New Role for Business: Global Issues and Global Rules

Business as rule taker

Many countries have in place legislation against
corruption and bribery of public officials. But until
fairly recently few industrialised countries had laws
against bribing foreign officials, which meant that
much of the activity of multinational enterprises
fell outside the scope of their domestic legislation.
In many of the countries where multinational enter-
prises were active, legal systems were underdevel-
oped or weak. Rules did not exist, or were easy to
avoid or break - especially given large multinational
companies' enormous commercial power in coun-
tries desperate for foreign investment.

For many, corruption was a 'necessary evil', part of
the cost of doing business, particularly in poor or
developing countries. In some of these countries
corruption had become very much a way of life.
Hence, when it came to laws against corruption and
bribery, business was a rule-taker - but there were

Business making its own rules

Businesses are all too conscious of the high cost of
corruption. As we discuss in Section 4, this, along-
side growing pressure from shareholders and wider
stakeholders, has been a driver for the rapid growth
in corporate “codes of conduct”, which often in-
clude stipulations against bribery and corruption.

As corporate codes of conduct proliferated, a need
was identified for guidance on what such codes

16

often surprisingly few rules for multinational enter-
prises to comply with in host countries.

This changed in the late 1990s with what has been
referred to as the “globalisation of American-style
anti-corruption standards”° Bribery of foreign of-
ficials had been illegal in the United States since
1978. Twenty years later, more than 30 countries
signed up to the OECD's Convention on the Bribery
of Foreign Public Officials in International Business
Transactions* (commonly referred to as the Anti-
Bribery Convention). This was followed in 2003 with
the UN Convention against Corruption (UNCAC)#2,
the most wide-reaching international instrument
yet adopted to fight corruption. Many other regio-
nal conventions have also emerged. The box on
page 26 gives more detail.

should contain and how implementation should be
measured and monitored. A number of business
associations and non-business organisations with
an interest in good governance developed guideli-
nes to facilitate companies' rulemaking, including
the World Economic Forum's Partnering Against
Corruption Initiative (PACI) - profiled as a case
study below.



Case Study

World Economic Forum Partnering Against Corruption Initiative (PACI)

www.weforum.org/en/initiatives/paci

PACI was formally launched by CEOs from the
engineering & construction, energy and metals
& mining industries in January 2004. PACI as-
pires to be multi-sectoral (with signatories be-
yond the three originating sectors) and fully in-
clusive - all companies are invited to join PACI
regardless of their size, country of origin or af-
filiation with the World Economic Forum.43

The PACI Principles for Countering Bribery aim
to create a ‘common language' on corruption
and bribery, valid for all industries. The initiative
is based on the belief that corruption cannot be
countered without leadership and commitment
from the top. Companies that adopt the PACI
Principles commit to “two fundamental actions -
the adoption of a 'zero tolerance' policy on bri-
bery and the development of a practical and ef-
fective programme of internal systems and con-
trols for implementing that policy.”4 To date,
125 companies have signed a statement suppor-
ting the PACI Principles for Countering Bribery.

PACI is a multi-stakeholder initiative which
works with, among others, the Basel Institute on
Governance; the International Chamber of Com-
merce (ICC); OECD; Transparency International;

the UN Global Compact; the American Chamber
of Commerce in Romania, the Ethos Institute of
Business and Social Responsibility/the Business
Pact for Integrity and Against Corruption, multi-
lateral development banks and selected Interna-
tional Financial Institutions.
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Andrew Bone

IBF: Why did De Beers sign up to PACI?

AB: Corruption is an impediment to sustainable
and profitable business and is also an obstacle
to economic growth in developing nations in par-
ticular. De Beers, like many other companies,
thrives in an environment where there is stabili-
ty, rule of law and a level playing field. So there
is a clear commercial imperative to fighting cor-
ruption. There is also a moral imperative - we
believe that promoting personal integrity is key
to attracting the right employees - a company is
not a logo, a company is made up of the people
who work for it.

At the time PACI was launched, we had already
been developing our own best practice principles
that we were rolling out across the De Beers
Group around the world. Our objectives aligned
with what PACI was trying to achieve. We
wanted to be a company that demonstrates we
were not just giving lip-service to the principles
but were putting them into action as well.

IBF: How does PACI add to what was already
out there and further increase the scope for
reducing corruption?

Head of Government Relations for the De Beers Group,
was involved when De Beers became one of the
founding signatories of PACI in 2004.

AB: PACI complements other initiatives such as
the Extractive Industry Transparency Initiative
(EITI). Whereas the EITI looks more at the effects
of corruption and works with governments on
reporting, PACI focuses more on company be-
haviour by creating and exemplifying private sec-
tor standards. Neither EITI nor PACI is a silver
bullet for corruption, but working together they
create synergies.

IBF: What are the merits of having a business-
led approach to addressing corruption?

AB: You are creating an organisation where like-
minded people can talk to each other, share best
practice, learn about what mistakes have been
made and how you can correct them. This is far
better than trying to tackle the issue in isolation.

However, | think corruption will ultimately only
be addressed by cross-sector collaboration, but
as we learned through the Kimberley Process,
first of all you have to galvanise the private sec-
tor. In addressing conflict diamonds, a major
breakthrough was the creation of the World
Diamond Council where, for the first time, the
industry united, to great effect, behind an



important single issue. This enabled us to colla-
borate constructively with governments and civil
society. We realised how incredible and potent
that mix can be. As PACI matures | think it will
increasingly move from being a collection of pri-
vate sector organisations into one that liaises
directly with civil society as well. We are already
witnessing this as PACI has started working with
organisations such as the UN Global Compact
and Transparency International.

IBF: How can a voluntary initiative like PACI
be given teeth?

AB: This implies sanctions of some kind. | think
that if any signatory of PACI has been shown to
blatantly circumvent the principles that they
have committed themselves to, then the action
should clearly be to eject them from the organi-
sation. But beyond that, | cannot see that it
would be productive to subscribe sanctions. |
think that these things work best through con-
sensus and commitment.

IBF: One idea to encourage commitment to
and implementation of the PACI principles is
to require bidders of contracts to have an
anti-bribery certificate. What is your view on
this?

AB: The fact that you are a member of PACI
should mean that you are able to demonstrate
the principles in practice. Just being a member
should be good enough. | think that if you start
issuing certificates as well, you could be throw-
ing yourself open to the accusation that you
are just joining to 'put a sticker in the shop

window'. | think it is best to encourage people
and organisations to judge and be judged by
their actions.

IBF: What would you like to see PACI achieve
in the next few years?

AB: | would of course like to see more compa-
nies joining - especially from the extractive sec-
tor - and a wider acknowledgement from all
sectors that corruption is not just about elimi-
nating outrageous behavior, but it is in our busi-
ness interests to do so.

| also think it is important for PACI to take more
of a lead in reaching out to and working with
local businesses in areas of poor governance. In
some ways it is easier for big business to avoid
being sucked into the culture of corruption
because you are a high profile organisation.
From my own experience working in the former
Zaire, it's the small guys that get hit most by
corrupt officials because they are softer targets
and least able to protect themselves. We need to
give practical and moral support to SMEs in
these places to enable them to stand up to this.

The see how the construction industry is engaged
with PACI, read an interview with Alan Boeck-
mann, Chairman and CEO of Fluor Corporation:
www.weforum.org/pdf/paci/PACI.pdf
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Collective action: a partnership approach to rule making

One of the biggest problems facing a company that
wants to combat corruption is that in an environ-
ment where corruption is rife, it is difficult for an
individual party to refuse to engage in such prac-
tices as it will merely lose out to less scrupulous
competition. Collective action offers a solution to
this problem: the more parties join in refusing to
pay bribes, the more level the playing field will be.

In recent years, there has been an emergence of a
number of collective initiatives to combat corrup-
tion. Businesses are now making the rules not only
for themselves but also for other businesses in their
sector, industry or region. For instance, the Interna-
tional Council on Mining and Minerals' (ICMM)#>
10 Principles for Sustainable Development Perform-
ance, include, as their first principle, a commitment
to “implement and maintain ethical business prac-
tices and sound systems of corporate governance”
The International Federation of Consulting En-
gineers (FIDIC)#8 similarly includes stipulations
about combating corruption in its code of ethics.

Some businesses help shape the behaviour of com-
panies through their core business activities. Stock-
brokers, analysts, fund managers, project financiers,
investment advisers and ratings agencies can play
a powerful role in influencing corporate behaviour
through the criteria they apply in assessing invest-
ment opportunities. Examples include the FTSE4-
Good Index Series*’, which only includes companies
that comply with globally recognised and accepted
socially responsible criteria, including countering
bribery criteria.
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Collective action by a group of businesses can go
much further than individual companies in address-
ing corruption. However, business alone cannot
stamp out corruption; nor can governments, civil
society or donor agencies acting in isolation. Each
group of stakeholders has an interest in fighting
corruption, and each has different strengths that
can be productively applied. Evidence is emerging
that partnerships not only with other businesses,
but also with non-business stakeholders such as
governments and civil society could provide a good
model for collective action against corruption.

Here business joins others in making rules which
bind each of them in different ways, all with the
ultimate objective of encouraging ethical behaviour
at all levels and reducing corruption.

Perhaps one of the most important among these is
the UN Global Compact, profiled earlier, that added
a 10th Principle on corruption at the UN Global
Compact Leaders Summit on 24 June 200448, The
voluntary principle commits participating com-
panies to “work against corruption in all its forms,
including extortion and bribery”

A number of initiatives have also been created to
deal specifically with corruption and poor govern-
ance in a particular sector or industry. The Extrac-
tive Industries Transparency Initiative (EITI)*,
profiled as the next case study, aims to promote
transparency around revenue flows in the extrac-
tives sector.



Case Study

Extractive Industries Transparency Initiative
(EITI)

Www.eitransparency.org

The Extractive Industries Transparency Initiative
(EITI) was launched in 2002 at the Johannesburg
World Summit on Sustainable Development.

The EITI aims to deal with the so-called ‘resource
curse', which sees some developing countries with
huge natural resource wealth suffering from
greater poverty, slower development, more corrup-
tion and greater risk of violent conflict than some
of those with poorer endowments. The objective
of EITl is to achieve greater transparency around
the revenue flows associated with extracting oil,
gas and minerals resulting in reduced scope for
corruption and improved governance of natural
resources and the revenues they generate®0,

The EITI is a multi-stakeholder process involving
government, business (including investors) and civil
society. Under EITI, extractive companies publish
what they pay to governments, governments pub-
lish what they receive, an independent auditor re-
conciles these figures and civil society acts as
watchdog and interpreter of published information.
Currently 26 countries claim to be implementing
EITISL; around half of these are in Africa. A further
seven countries are reporting revenues received.

In some countries where the flow of money
associated with oil and gas extraction used to
be shrouded in secrecy, the implementation of
EITI has resulted in making this information
available on the internet for anyone to see2.

EITl is an interesting example of rule-making.
Although it is not mandatory - governments
can choose whether they want to sign up to it
- once a government has committed to EITI, it
becomes binding on all private and public sec-
tor companies active in that country's extrac-

tives sector.
>>
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Edward Bickham

and sits on its board.

IBF: Why did Anglo American get involved
in the EITI?

EB: Mining involves a long-term investment -
once we have sunk US$1 billion in a project we
cannot up sticks and go elsewhere if things go
wrong in our host country. We came to the
view that improving the way resource revenues
were spent would lead to greater stability and
improved governance in resource rich coun-
tries. In our judgement the long-term rewards
outweigh the risk of such information being
misused by populist elements.

IBF: What has been the most significant
impact of the EITI since its inception?

EB: At an in-country level there have been
varying degrees of success. In Azerbaijan and
Nigeria, EITI has had a significant impact on
improving transparency around oil revenues,
and some success in engaging stakeholders on
how that revenue is spent. In both cases, | think
that the EITI has been effective because of
strong national ownership of the initiative.

At an international level, EITI has been very
positive in raising the debate about the benign
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Executive Vice President, External Affairs at Anglo
American plc, has been involved in shaping the EITI

use of resource revenues and the importance of
transparency. EITI now has broad support across
the donor community, and has been working

closely with the World Bank on implementation.

IBF: How easy has it been to work with
governments and civil society?

EB: As with any multi-stakeholder process,
working with a number of different actors each
with their own priorities is challenging. But |
think EITI is one of the best international
examples of collaborative working between
NGOs, businesses and governments. The coali-
tions which develop around particular topics

in our Board discussions are by no means
always predictable.

IBF: What has been the biggest challenge
facing the EITI?

EB: Ensuring that we are getting good 'brand
protection'. A lot of countries have been pres-
sured to implement the EITI, but in some cases
this has been easier said than done for various
technical reasons or because there has not been
genuine political will. There is a risk that the



EITI simply becomes a PR exercise. The process
of getting agreement on the validation criteria
was challenging, but | think we have achieved
an effective result.

Another challenge is to ensure that the expecta-
tions loaded onto the shoulders of the EITI are
not excessive. The EITl is not a silver bullet that
will suddenly transform governance. It is a care-
fully targeted and important step, but needs to
be seen in the context of other anti-corruption
and good governance initiatives.

IBF: Is voluntary collective action alone a
workable solution to issues of corruption?

EB: EITI does not rely purely upon a voluntary
approach. In fact, it is quite a neat dovetailing

together of voluntary and regulatory approaches.

In terms of the anti-corruption agenda, the UN
and OECD conventions provide an international
underpinning for legislation. In terms of the
EITI, although the decision on whether to get
involved at an international level is voluntary,
when a government decides it will implement
EITI within its borders, compliance no longer
remains voluntary for companies since most
countries then legislate to make disclosure of
revenue flows mandatory.

IBF: Is the EITI only applicable to large
companies and investors? How are smaller
businesses involved?

EB: It should be applicable to all material
operators in a national context. Bigger com-
panies may have a role in building under-

standing and capacity in smaller companies
about EITI. In my view, however, the EITI is not
particularly helpful in dealing with artisanal
mining operating largely in the informal sector.
That is a separate challenge.

IBF: Has the process been more successful in
particular countries? Why do you think that
is?

EB: Political will is important. In the case of
Nigeria it came at an opportune time when the
government was looking at corruption around oil
revenues. EITI provided a useful platform for
politicians to address the issue. In the case of
Ghana, however, it was initially difficult to get it
off the ground. Although everyone thought it
was a good thing, there wasn't a history of
large-scale resource embezzlement and so the
political imperative was not as strong.

There are some countries where it hasn't moved
forward as quickly as we would have liked due
to big picture politics. For example, because the
UK Government (as EITI's leading government
sponsor) has focussed on Africa, EITl hasn't had
the same traction in parts of SE Asia and South
America. In southern Africa, lots of resource rich
counties are not yet implementing the EITl and |
think this goes back to a debate that emerged
around the launch of the initiative where the
EITI was perceived by some to be imperialistic.
This issue now needs to be laid to rest so that
the EITI can proceed more constructively. My
belief is that the problem may well be overcome
if there is a UN General Assembly resolution.

>>
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IBF: How is EITI weakened as global initiative
if not all the major players on the supply
and demand side sign up to it? Are there any
shortcomings in its scope?

EB: There is a major hole in the EITI if significant
players on both demand and supply sides such

as China, Russia and India are not brought on
board. In the case of China, if there is the natio-
nal will by a host government to implement EITI,
China is likely to row in behind it. As long as they
do not see the EITl as an international finger-
wagging exercise, | think they could be brought
into a more positive position at the global level.

From the perspective of the mining sector, there
is an important issue around sub-national

Through making rules to modify their own behav-
iour, individually and collectively, companies recog-
nise that they have a responsibility to control the
supply side of corruption. However business also
has a role to play on the demand side of corruption.
The belief that some governments are simply cor-
rupt and that there is not much business can do
about it, is no longer regarded as valid. Though busi-
ness would not typically get involved in actually
making rules for governments, there is much that
business can do to influence the behaviour of the
rule makers in the countries where they operate.

Underpinning this is a growing appreciation that

corruption is a systemic problem which will not be
addressed by removing a few corrupt officials53,

24

revenue transparency. In a number of countries,
there is a constitutional provision that says a
proportion of the mining revenues shall be re-
cycled back into the province from where the
mining took place. Often this money never ar-
rives. From the perspective of an industry that
wants the contribution it makes to national de-
velopment to be better understood, it is import-
ant to have a real picture of what is happening
with these flows. We have been pushing other
stakeholders within the EITI to go further and
to extend the principle of transparency to a
sub-national level.

What is needed is comprehensive institutional re-
form to reduce the opportunities for corrupt actions
and to strengthen the systems responsible for
enforcement. It is generally recognised that reform
should include many or all of the following ele-
ments: streamlining legal and regulatory codes;
reforming government agencies; reforming tax and
customs regimes and procurement policies; sup-
porting e-government systems; lowering barriers to
starting and operating formal business; and stream-
lining business inspection procedures®. Ethical busi-
ness conduct also relies on working together with
government and civil society to create a solid and
enforceable legislative infrastructure so that the
business environment does not tolerate corruption.



In countries where such reforms have already taken
place, or are in the process of taking place, initia-
tives to combat bribery are often spearheaded by
companies who are acutely aware of the high costs
associated with corruption®®. The business commu-
nity has launched a wide range of initiatives aimed
at addressing these wider reform issues through
advocacy and collective action. Examples include
the Investment Climate Facility¢ and Business
Action Against Corruption5’.

In countries where the political will to initiate
change has been lacking, business has played an
important role, alongside civil society, in helping
create that political will through awareness-raising
and consistent advocacy®8. Examples include busi-
nesses supporting an independent media equipped
with tools of analysis to detect and expose fraud
and corruption, and forming liaisons with think
tanks, NGOs and academia to create platforms for
discussion. Business associations and chambers of
commerce have lead the way through publicly en-
gaging in dialogue about the costs of corruption
and the ways in which it can be reduced. Business
leaders, who often enjoy some status in their com-
munities, can speak up against corruption and lead
by example.

Large multinational companies also have significant
economic power - especially in poor countries or
those that are eager to attract foreign investment -
to influence the behaviour of governments and
other actors. The promise of large-scale investment
with benefits for job creation, poverty alleviation
and growth can provide a useful platform for ad-
vocacy on strengthening governance systems. For
example, governments can choose whether they
want to implement EITI, and they would be more

likely to do so if they knew that this would en-
courage foreign investment; extractives companies
are therefore in a strong position to lobby for im-
plementation. Similarly, private financiers have eco-
nomic power, and can work with International
Financial Institutions to ensure good standards of
governance in the countries whose governments
they lend t0%°.

Of course, multi-stakeholder partnering is challeng-
ing to create and also to maintain. Buy-in and a
flexible incentive structure are needed, as well as
commitment from the top, in order to keep such
initiatives moving and credible.

25



3. A New Role for Business: Global Issues and Global Rules

i

Business and Anti-Corruption

Key examples of business engagement in tackling corruption

Business as rule taker

= OECD's Convention on the Bribery of Foreign Public Officials in International Business
Transactions® (commonly referred to as the Anti-Bribery Convention): signed up to by more than
30 countries. Requires member states to take such measures as may be necessary to criminalise
the bribing of foreign public officials within their national legal system.

= UN Convention against Corruption (UNCAC)6L: the most wide-reaching international instrument
yet adopted to fight corruption. States that ratify the convention (which currently number 95) are
required to enact or maintain laws to prevent corruption involving the private sector and to
criminalise such corrupt behaviour.

= OECD Guidelines for Multinational Enterprises®2: aim to set an internationally recognised
standard for corporate behaviour. “The only multilaterally endorsed and comprehensive code that
governments are committed to promoting”, these guidelines regulate corporate conduct,
especially in terms of financial transparency and human rights, and contain specific provisions
prohibiting bribery.

= Examples of regional conventions: the Inter-American Convention against Corruption (IACC),
1996%3; European Union Convention on the Fight against Corruption Involving Officials of the
European Communities or Officials of Member States, 1997%4; Council of Europe Civil and
Criminal Law Conventions on Corruption, 1999%5; African Union Convention on Preventing and
Combating Corruption and Related Offences, 200266,

Business making its own rules

= International Chamber of Commerce's Rules of Conduct®7: with the development of these rules,
the ICC recognised one of the biggest obstacles with taking individual action on corruption:
namely that in an environment where corruption and bribery are rife, the one who resists such
practices risks losing out to the competition. Hence “only a corruption-free system makes it
possible for all participants to compete on a level playing field”¢8,
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= The Transparency International Business Principles for Countering Bribery®°: developed by
Transparency International (TI) and Social Accountability International (SAI) with a group of
private sector interests, non-governmental organisations and trade unions. The Business Principles
provide a model for companies seeking to adopt a comprehensive anti-bribery programme, and are
supported by a suite of tools and a how-to guide to devising and implementing an anti-corruption
strategy.

= The World Economic Forum's Partnering Against Corruption (PACI) used these Tl Business
Principles as basis for its own set of guidelines - the PACI Principles - aimed at providing a frame-
work for good business practice and risk management strategies for countering bribery. PACI also
works to ensure top-level public commitment to fight corruption, and to support companies in
implementing their commitment and developing appropriate means of verification and
compliance.

= Examples of regional and national instruments which provide guidance to companies on
fighting corruption: The Anti-Corruption Toolkit of the Sofala Commercial and Industrial Associa-
tion, Mozambique™, Nigeria's Convention on Business Integrity’; the Africa Corporate Sustaina-
bility Forum / Malawi Global Compact Leaders' Forum on Building Alliances to Eliminate Corrup-
tion2; and the Brazilian Pact for Integrity and Against Corruption’s,

= Examples of anti-corruption programmes developed by international business associations: the
International Business Leaders Forum's (IBLF) national and regional anti-corruption initiatives’?,
the Centre for International Private Enterprise (CIPE) anti-corruption programme’® and the Ethics
Resource Centre's guidance on codes of conduct?8.

Collective action: a partnership approach to rule making

= UN Global Compact””: Described in more detail in the earlier case study, this added a 10t
Principle dealing with corruption in 2004. This commits participants “not only to avoid bribery,
extortion and other forms of corruption, but also to develop policies and concrete programs to
address corruption. Companies are challenged to join governments, UN agencies and civil
society to realize a more transparent global economy”. The United Nations Convention against
Corruption is the underlying legal instrument for the Principle.

= Extractive Industries Transparency Initiative (EITI)”® aims to promote transparency around re-
venue flows in the extractives sector. Under EITI, companies publish what they pay to government
in the process of extracting resources, governments publish what they receive, an independent
auditor reconciles these figures and civil society acts as watchdog and interpreter of published in-
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formation. Today 26 countries are implementing the initiative and a further 7 are reporting
received revenues’®,

International Council on Mining and Minerals' (ICMM)8° 10 Principles for Sustainable
Development Performance: The first of these principles is to “Implement and maintain ethical
business practices and sound systems of corporate governance” This principle refers specifically
(among other elements) to the need to implement policies and practices that seek to prevent
bribery and corruption.

International Federation of Consulting Engineers (FIDIC)®L: includes stipulations about com-
bating corruption in its code of ethics. To help member companies implement these principles,
FIDIC has developed a Business Integrity Management System (BIMS) which provides organisa-
tions with a set of tools and a process-based approach for managing integrity.

Wolfsherg Principles82: Developed by a group of 12 international banks, these principles aim to
set common international standards to combat money laundering, corruption and terrorism
funding.

Transparency International’s Integrity Pacts®3: companies, together with government and civil
society, voluntarily implement anti-bribery agreements that are monitored by an external party.
Integrity Pacts are aimed at combating corruption in public procurement, an area that is particu-
larly susceptible to bribery and corruption. Integrity Pacts comprise a pact between government
inviting public tenders and the companies bidding; an undertaking by the government that it
will not ask for or accept bribers; a statement by each bidder that it has not and will not pay any
bribes to get or retain the contract; the use of arbitration as conflict resolution mechanism and
a pre-announced set of sanctions for violation of the above.

Business Action Against Corruption (BAAC)84. The flagship governance programme of the inter-
national business network, Business Action for Africa8®, BAAC helps to build new partnerships
between government and business in African countries to remove the opportunities for corrup-
tion. The programme is founded on the view that change requires the African private sector and
its international partners to find practical ways to collaborate with governments to tackle cor-
ruption.

Medicines Transparency Alliance (MeTA) and Construction Sector Transparency Initiative
(CoST): Two new initiatives were launched recently under the auspices of the UK's Department
for International Development. MeTA86 focuses on the procurement, distribution and supply of




drugs in developing countries. MeTA will tackle the problems of fake drugs, corruption, inefficient
distribution and improved access to medicines for the developing world, and aims to bring to-
gether global organisations like the World Health Organisation, major pharmaceutical companies
and NGOs. A pilot phase will also soon be launched for the CoST87, which will address high levels
of corruption in the global construction industry. The intended partners in CoST are the essential
players in publicly funded construction projects including government ministries and agencies,
construction companies and contractors, and civil society.

Kimberley Process Certification Scheme88: aims to stop the trade in so-called conflict diamonds:
rough diamonds that are used by rebel movements to finance wars against legitimate govern-
ments. While its focus is on breaking the link between diamonds and war, reducing corruption
along the rough diamond supply chain is an important component of the process.

Other natural resource sector initiatives: the Forest Stewardship Council certification8 and
Marine Stewardship Council certification® seek to provide independent guarantees of legal and
sustainable production in the forestry and fisheries sectors, respectively both faced with high
levels of illegality, unsustainable practices and corruption. Various regional Forest Law Enforce-
ment and Governance (FLEG)®! initiatives, supported by the World Bank, aim to tackle high levels
of illegal and unsustainable logging, illegal trade, violent conflict and corruption in the forestry
sector.
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Climate Change

"Collective action is extremely important in meeting the problem of climate change, because

effective and comprehensive action requires the involvement of all stakeholders. Climate

change related action cannot be taken by governments, businesses, civil society or research

organizations and academia working in isolation."

"Industry can certainly take the lead, because not only would that show early results, but

would also convince skeptics that industry is as much part of the solution as any other

section of society.”

R. K. Pachauri, Director General, The Energy and Resources Institute (TERI) & Chairman,

Intergovernmental Panel on Climate Change (IPCC)

A similar story has been unfolding in the climate
change space - yet if anything, the emergence of
corporate engagement has been starker. Having at
first actively rejected the impact of climate change,
many companies now stand far ahead of many
governments.

The Global Climate Coalition (GCC), an organisation
of trade associations and companies, was estab-
lished in the US in 1989, soon after the first meet-
ing of the UN's Intergovernmental Panel on Climate
Change (IPCC). Its objective was “to coordinate
business participation in the international policy
debate on the issue of global climate change and
global warming”, with its focus on lobbying against
any agreement to reduce greenhouse gas emissions
internationally, and against US Senate ratification
of the Kyoto Protocol, the international global
warming treaty.
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In the face of the mounting evidence on global
warming, a number of its prominent members left,
and by 2002 it had folded. In sharp contrast today,
business stands at the forefront of efforts to tackle
climate change, with, for example, one group of
companies (some of which had been part of GCC)
recently launching the US Climate Action Partners-
hip (USCAP)92 to “call on the federal government to
quickly enact strong national legislation to require
significant reductions of greenhouse gas emissions”
and to encourage the US Government to “become
more involved in developing the post-2012 interna-
tional arrangements for addressing climate change
that are now being discussed”93,



Info Box

Climate change: key concepts and frameworks

Climate change is defined as “the change in climate attributed directly or indirectly to human activity
that alters the composition of the global atmosphere and which is in addition to natural variability
observed over comparable time periods™®4. Climate change, also known as global warming and the
Greenhouse Effect, has been much debated over recent years. However, it is now widely accepted -
based on evidence from, among others, the Intergovernmental Panel on Climate Change (IPCC)%
the body established by the UN “to assess scientific, technical and socio-economic information
relevant for the understanding of climate change, its potential impacts and options for adaptation
and mitigation” - as a very real phenomenon that is threatening many areas and resources in the
world, including many of the world's key trade and financial centres®.

Climate change is caused by increased emissions of Greenhouse Gases (GHGS) - including carbon
dioxide (CO,), the most abundant human-caused greenhouse gas - that are now at levels unparalleled
for tens of thousands of years®’. Climate change differs from normal climate variability that we have
experienced historically. Recent figures show CO, emissions are now 16 per cent higher than they
were in 19909, The sources of the increased GHG emissions are largely energy use, transport and
land-use changes. Around 7 hillion tons of CO, are emitted on a global scale each year as a result of
the use of fossil fuels (natural stores of coal, oil and gas). A further 1.6 billion tones is emitted as a
result of changes in land use, and particularly deforestation®®.

In per capita terms, emissions from Higher and Middle Income Countries are far greater than those
from developing country counterparts: the average Chinese citizenl® emits around 16 per cent of the
average US citizen. In gross terms, however, China has now overtaken the US as the world's largest
emitter of C0O,10%, Other high growth areas such as India and Brazil are also high emitters. In 2004,
non-0OECD emissions overtook, for the first time, those from the OECD, and on current trends will
exceed OECD countries by 57 per cent by 2030102,

Current attempts to curb climate change are based on two types of activities: mitigation (reducing
current GHG levels); and adaptation (adjusting livelihood systems to cope with environmental
changes resulting from elevated GHG levels). The two key global climate change frameworks, that
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focus on the first of these, are the Kyoto Protocol and United Nations Framework Convention on
Climate Change.

= Kyoto Protocoll%: Agreed in 1997 but only came into legal force in 2005. Contains legally
binding emissions targets for developed countries, with the aim of achieving a 5.2 per cent reduc-
tion below 1990 levels by 2012. Recent data shows that rich countries are largely off-trackl%4, It
has set in place carbon trading mechanisms, such as Joint Implementation (JI) and the Clean
Development Mechanism (CDM). These mechanisms enable industrialized nations to comply with
their targets by means of investing in emissions reduction projects, including through investment
in lesser industrialized nations and developing countries with no emission targets;

= United Nations Framework Convention on Climate Change (UNFCCC)05: UN body providing the
overall policy framework for addressing climate change. Adopted in 1992 and ‘entered into force'
in 1994106 |ts objectives are “stabilising GHG concentrations at levels which prevent dangerous
interference with the global climate system; and achieving these reductions within a time frame
that allows ecosystems to adapt naturally to climate change and to enable economic develop-
ment to proceed in sustainable manner”1%7, The next significant UN event is the UN Climate
Change Conference in Indonesia in December 2007, and a priority will be achieving a comprehen-
sive post 2012-agreement (post Kyoto-agreement).

The 2007 G8 Summit agreed on the need for “complementary national, regional and global policy
frameworks” ... that will accelerate action over the next decade” Significantly, it acknowledged that
“the UN climate process is the appropriate forum for negotiating future global action on climate
change”, coded reference to pre-G8 US attempts to establish an alternative process. Looking towards
the Indonesia conference, the G8 said that “it is vital that major economies that use the most energy
and generate the majority of greenhouse gas emissions agree on a detailed contribution for a new
global framework by the end of 2008 which would contribute to a global agreement under the
UNFCCC by 2009198, particularly controversial is the issue of the more advanced developing econo-
mies, particularly China and India, and whether they will sign up to any new framework.

Individually, many businesses are bypassing existing  Forces” have been formed by many leading compa-
governance structures and taking control of their nies™0, helping communicate the business case for
own emissions behaviour, for example setting and action on emissions trading, and there are increas-
adhering to their own emissions targets, reducing ing levels of public disclosure by major companies
waste from processing and looking into capturing of climate opportunities and risks.

and storing carbon®, Board-level “Climate Task
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As in the anti-corruption policy space, the emphasis
is very clearly now on partnership. USCAP's A Call
for Action and the recent statement by 152 CEOs
at the UN Global Compact Leaders Summit, Caring
for Climate: The Business Leadership Platform12,
both signal a renewed collective effort by business
to shape the global debate.

Central to the business message is a call for gov-
ernments to put in place an effective global and
national “post-Kyoto” legislative and fiscal frame-
work that would stimulate a market-based appr-
oach to tackling climate change, with a particular
emphasis of flexible mechanisms to create a stable
price for carbon. A price that reflects the true envi-
ronmental impact is perhaps the most powerful
incentive for climate-friendly investment decisions.
This can be achieved through a tax (which fixes the
price) or a so-called “cap and trade” carbon market
as used in Europe (which fixes the quantity of total
carbon a company can emit, and then allows the
carbon price to vary as companies buy and sell the

right to emit). In practice the price on this carbon
market has been volatile, while many companies

have been reticent to sell their allowance in case
they need to increase emissions at some point in

the futurel13,

The G8 Statement also makes explicit reference to
the importance of market mechanisms in “provid-
ing pricing signals and [having] the potential to
deliver economic incentives to the private sec-
tor"14, These include, for example, “emissions-
trading” within and between countries, tax incen-
tives, performance-based regulation, fees or taxes,
and consumer labelling. A recent survey by The
Economist of business engagement in climate
change concluded that getting these incentives
right is crucial if business is to make a difference
on the scale needed>. While subsidies and stand-
ards are often put forward as important elements,
the survey argues that “a carbon price is likely to
be the best way to cut emissions”116,
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"

g Case Study

3C Combat Climate Change: A Business Leaders" Initiative

www.combatclimatechange.org

The 3C initiative, founded and coordinated by Vattenfall, was launched in January 2007 as a business-
led approach to combating climate change on a global scale and influencing the post-Kyoto process.
With currently 42 business members, the initiative has committed to nine principles that determine a
roadmap to becoming a low-emitting global society. These include supporting a global framework, to
come into force by 2013, which integrates climate change issues into the worlds of markets and
trade. The initiative promotes commercial solutions, technological innovations and market-based
investments to reduce global greenhouse gas emissions.

Dr Chris Mottershead

IBF: Since its launch at the beginning of this
year, what would you say has been the biggest
impact of 3C?

CM: | would argue that it is early days, and it
hasn't yet had a material impact. Signing up to
the nine principles to show concern doesn't do
anything in itself until we focus on business
action.
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is distinguished Advisor, Energy and Environment for BP plc.
He provides leadership to the BP Group on making its products
and operations consistent with the principles of sustainable
energy and the environment.

The distinctive contribution that 3C has made, is
that it brings businesses together from the G8+5,
both international businesses, and also com-
panies that operate nationally. The 3C is inter-
esting because it offers a stage for specific dis-
cussions that are a layer down from the generic
global view, placing in context detailed discus-
sions about national legislation.



IBF: What are the benefits from having a
clearly business-led approach to climate
change issues?

CM: A business-led initiative is essential for
making a material change to the world's climate.
While governments can set the framework and
targets, it is ultimately what businesses do and
the products which they sell that will make the
biggest difference to climate change.

IBF: So what role should government play?

CM: It's the role of governments to set the right
regulatory frameworks in which all business gets
done. As with everything you need carrots and
sticks. You need to have carrots to encourage
creative companies to develop new solutions,
and you need sticks in order to ensure companies
are not allowed to profit from inaction. It's our
job as business to operate within frameworks set
by governments.

IBF: Critics of 3C would say that its plans are
overly ambitious by seeking to secure the
support of all countries from the start. Given
the experience of Kyoto Protocol, how realistic
is this objective?

CM: We would recognise the need for a common
international approach, but would argue that it
needs to be firmly based on national policy. An
international system alone cannot deliver what is
necessary. International agreements are normally
the consolidation of national policy. A new
international post-2012 agreement will provide
useful direction, and also operational mecha-

nisms to support cross-border business, but it
can't play the role of national states in creating
enforceable obligations. National states must
provide incentives, and also set mandatory
targets. An international agreement will place
these incentives and obligations in an interna-
tional context, and provide mechanisms that
allow them to operate across national borders.

IBF: Is there a trade-off between economic
development and reducing carbon emissions for
developing countries? At what point should
developing countries be making serious efforts
to reduce their emissions?

CM: We need to be clear about what we mean by
‘developing countries'. | would say there are
three groups of developing countries, and we
need to differentiate between them. The first
group are the bigger economies of India, China,
Brazil and Mexico, with major emissions that
must be reduced; the second are the middle rank
of robust and growing developing countries; and
the third are the least developed countries who
will be most impacted by climate change and
have no capacity to adapt, but need help.

| would argue that people in this third group are
not helped by existing international agreements
like Kyoto. The total emissions of the second
group of countries are relatively modest and the
world can afford for them to focus on economic
growth, with a few well chosen environmental
interventions. It is the first group for which this
question about trade-offs becomes particularly
relevant. The emissions from the first group of
large developing countries are material, and the
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environmental damage is actually costing them
economic growth. The economic cost of not
doing something is now greater than the cost of
doing something, not just from today's activities,
but as they invest in infrastructure for the future
that may become obsolete in a low carbon world
economy.

IBF: 3C places a big emphasis on new
technology solutions. What do you think will
be the biggest innovation over the next few
years?

CM: The world has the solutions it needs for the
next three to four decades. The world does not
need novel technology. What it does need is
effective competition between solutions. This can
be done firstly by including the carbon price in
everything we buy, going beyond the efforts
made so far. Secondly by developing policy that

Partnerships are also extending to practical action
by business, as illustrated by the two case studies.
3C (Combat Climate Change) promotes commercial
solutions, technological innovations and market-
based investments to reduce global greenhouse gas
emissions. Meanwhile, a partnership between
INWENt and Energiebau Solarstromsysteme, a solar
energy company, is exploring how new technology
can be adapted to provide electricity to rural areas
in Africa. This second project is just one example
of a wave of investment into renewable energy and
associated technology.
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rewards businesses that drive down the cost of
using technology, not just creating it. If the cost
of low carbon technology stays flat we won't
solve the problem. We need to create incentives
that reward business for reducing costs.

IBF: What is the priority of 3C over the coming
year?

CM: | would argue there are two priorities.
Firstly, bringing together European and US
companies, and hopefully some representatives
from countries like China and India, to have a
serious conversation about climate change in a
constrained world. And secondly to consider
developing a simple model, similar to that of
carbon trading, that can be applied to the issue
of technology interventions | described earlier.

Scaling up such public private partnerships offers
an important part of the strategy for tackling
climate change, but as the Global Compact state-
ment argues, this will require significant public
investment and the appropriate regulatory and sup-
port frameworks “to catalyze and support business
and civil society-led initiatives, especially in relation
to research, development, deployment and transfer
of low carbon energy technologies and practices”.



g Case Study

Rural Electrification Project: INWEnNt and Energiebau Solarstromsysteme PPP

www.german-renewable-energy.com/Renewables/Navigation/Englisch/Biomasse/
case-studies,did=183262.html

In sub-Saharan Africa, over 500 million people live without access to electricity and this is expected to
increase to 650 million by 203017, The lack of access to electricity has severe development impacts -
it limits economic productivity, hinders the delivery of healthcare and educational services and it pre-
vents access to knowledge and communication.

In 2003, INWENt and Energiebau Solarstromsysteme formed a partnership to explore how new techno-
logy could be adapted to provide electricity to rural areas in Africa remote from the public grid. A solar
hybrid system was developed and piloted in Ghana, Mali and Tanzania, which couples solar power with
a converted diesel generator for the use of jatropha oil. The jatropha oil is cultivated locally enabling
electricity to be produced sustainably over the long-term, independently from the expensive oil im-
ports and complicated refining and transportation process associated with diesel production. Jatropha
is not in competition with food crops as it is a drought-resistant crop requiring minimal inputs of
water, grows in marginal soils and yet helps to restore the soil, combat desertification, and provide
fertilizer™8, Not only does the project contribute to environmental sustainability, but it has impacted
other MDGs including poverty reduction through creating new income possibilities in jatropha culti-
vation, and improving health and education through providing electricity to local schools and hos-
pitals.

The project is an effective example of a Public-Private-Partnership (PPP), funded by both InWEnt on
behalf of the German Federal Ministry for Economic Cooperation and Development and Energiebau
Solarstromsysteme. INWENt contributes through training and international dialogue to building up
the local capacities which are necessary for operation and maintenance to ensure the sustainability
of the project, and Energiebau Solarstromsysteme developed the technology, and contributed the
technical know-how to ensure the project was adapted to the local context. Both prioritized the
involvement of local partners on the ground as the project was developed and implemented. The
project recently won the Roy Family Award 2007 awarded every two years to PPPs that have made
outstanding contributions to international environmental protection projects!9,
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Michael Funcke-Bartz

implementation.

IBF: Given its low investment returns, why do
you think Energiebau Solarstromsysteme
decided to get involved in a rural electrifica-
tion project?

MFB: For Energiebau Solarstromsysteme, one of
Germany's biggest energy wholesalers and tech-
nology developers, it was a question of mid-term
strategy. Currently, the German government sub-
sidises solar energy production in order to make
the large initial investments viable. If the deci-
sion was made to no longer make these sub-
sidies, the market for solar energy may go down.
Energiebau Solarstromsysteme saw the rural
electrification project as a means to diversify
their approach to generating electricity and also
to provide an alternative income stream. Alth-
ough at the moment the project does not make
real profit, it does create new contacts in a new
context and there is the expectation of profit in
the longer term.

IBF: As acknowledged by the Roy Family
Award, the rural electrification projects in
Ghana, Mali and Tanzania have proven to

be very successful. Looking ahead, how scal-
able are the projects?
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is the INWENt Senior Project Manager for Sustainable Technologies, Industrial
and Urban Development. He has been involved in the PPP with Energiebau
Solarstromsysteme, including project design, coordination and monitoring of

MFB: In theory there is no limit to scaling up
this project. The key constraint is to make the
first investment viable. Renewable technology
has a higher financial input in the beginning in
comparison to traditional fossil fuel energy. Alth-
ough the running costs of the project are low
where villagers grow their own jatropha, it takes
two to three years before the first yield can be
harvested. In comparison, providing a village
with a diesel generator is a cheaper immediate
solution, but the running costs of petrol will be
much higher in the long-term.

IBF: Can such grass-roots projects make a
tangible impact on global climate change?

MFB: For a Clean Development Mechanism
(CDM) project you need 5,000 to 10,000 tonnes
of CO, emissions savings to justify the transac-
tion costs. In the Tanzanian project, CO, emis-
sions savings will probably be around 20 tonnes
per year. For a viable CDM project you really need
to work at the larger scale of energy power
plants. So in Ghana we are working with the
government to look at how solar energy could be
used not just in as an isolated solution to energy
supply, but as a back-up structure for providing



electricity to the rest of the grid. If this works
and investments can be secured, then a lot of
private sector capital would be mobilized and big
emissions savings can be made. But it will in-
volve mobilising substantial up-front invest-
ments. A system similar to solar-power subsidies
("law for energy feed-in ") in Germany could
work in this context, where investments are
made viable and profitable by being refunded
over the long-term.

IBF: What would you recommend other com-
panies in the energy sector do when thinking
about providing electricity to developing
countries?

MFB: Engaging in this area is certainly not about
fast profit-making. It requires patient money and
patient entrepreneurs. It is unrealistic to have
expectations of making immediate profits of say
15 to 20 per cent. But a different type of entre-
preneur will see that over the long-term profit is
viable provided there is a stable political environ-
ment that will ensure a secure pay-back for the
investments made.

IBF: What were the challenges for business in
engaging with this project?

MFB: For Energiebau Solarstromsysteme, the pro-
ject has challenged them to think not in terms of
a direct client relationship where there is one cus-
tomer and one solution, but in terms of collabo-
rating with several different actors - govern-
ment, NGOs, local partners. Being partner in a
PPP with INWENt gave Energiebau Solarstromsys-
teme more credibility and opened new doors for
example on the governmental level. This was key
because co-operation with government is es-
sential when developing national energy policies
and discussing how new solutions can be inte-
grated within the national system.

IBF: What would be your advice to companies
wanting to explore a PPP approach?

MFB: We were learners. On both sides we tried
to understand each other. Success was based
upon balanced cooperation. | think there were
times when we should have talked to each other
earlier, when ideas had been worked out before
all parties were on board. And so regular updates
on the planning process are important as well as
clearly defining the contributions each side will
make.
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& Business and Climate Change

Voluntary emissions targets

Exelon and Pacific Gas & Electric: invested heavily in nuclear and renewable power which has
positioned it well within the power generation sector in the States.120

Carbon Disclosure Project: allows companies to clearly report carbon emissions, which means
investors can see immediately those companies that are not willing to disclose such
information 121

Advocacy

US Climate Action Partnership!22: set up this year by 10 US blue-chip companies and 4 NGOs to
lobby for strong federal actions on climate changel23, It currently has just over 30 members.
Initiative 2°: German companies have formed a Climate Protection Initiative to support the
German Federal Government on both a national and international level in its efforts to establish a
successful global climate protection policy. The goal is to limit global warming to 2° Celsius
compared to pre-industrialisation levels.

Edison Electric Institute (EEI): The trade association for the American power utilities recently
decided to call for government regulation on carbon emissions!24,

Business Leaders Statement, UN Global Compact Leaders Summit, 5-6 July, 2007: CEOs of 153
companies worldwide recently committed to call on governments to agree climate market mecha-
nisms for 'post-Kyoto' as soon as possible12>, Entitled, “Caring for Climate: The Business Leadership
Platform”, the statement was supported by 30 from the Fortune Global 500.

Business Statement, UN Conference on Climate and Risk: Institutional investors are increasingly
co-operating together on climate risk, for example 28 key corporates endorsed an action plan to
promote increased business analysis, public disclosure and action on climate-associated business
links and opportunities'26 at a UN Conference on Climate and Risk.

Pew Center on Global Climate Change: The center is working with 21 leading companies (most of
which are included in the Fortune 500) to educate the public and influence key policy makers
regarding the causes and potential consequences of global climate change.

World Business Council for Sustainable Development (WBCSD)27: A coalition of around 200
international companies. The Council provides a platform for companies to explore sustainable
development, share knowledge, experiences and best practices, and to advocate business positions
on these issues in a variety of fora.



Renewable energy and associated technology

BP and Rio Tinto28: announced in May 2007, the formation of a new jointly-owned company,
Hydrogen Energy, which will develop decarbonised energy projects in major emerging economies
around the world. The venture will initially focus on hydrogen-fuelled power generation, using
fossil fuels and carbon capture and storage (CCS) technology to produce new large-scale supplies
of clean electricity.

Citi: In May 2007. Citi announced that it will direct US$50 billion over the next 10 years to
address global climate change through investments, financings and related activities to support
the commercialization and growth of alternative energy and clean technology among the clients
and markets it serves, as well as within its own businesses and operations. Citi has also committed
US$1 billion to the Clinton Climate Initiative (CCI), a project of the Clinton Foundation29,

BDI Business for Climate Protection: Under the umbrella of BDI, the German business community
has come together to apply their expertise from across all trade and industry sectors to search for
CO,-saving products, systems and services that address the global climate problem. The members
of the initiative will support policy makers and produce recommendations for a political post-2012
climate regime.

Shell Springboard Fund: Fund set up to support the development of small businesses with ideas
that will assist in curbing climate change. Awards are made for the most innovative and commer-
cially viable plans for a climate change related product or service.

Bunge: an American business which builds pools to collect and trap methane produced by pig ef-
fluent. The methane gas stores can be used to generate electricity for the farm owner, which in
turn generates a carbon credit for the company which is sold on the carbon market.

European Business Council for Sustainable Energy Future (e5): Promotes clean energy techno-
logies as part of the solution to climate change, amongst other environmental problems

Carbon Trading

Chicago Climate Exchange: the first voluntary programme in the USA set up to trade in green-
house gases. Working towards establishing a pilot private market, first of all to be based in the
American mid-West, and later to be expanded nationally and internationally.

Emissions Trading Group (ETG): formed by The Confederation of British Industry (CBI) and
Advisory Committee on Business and the Environment (ACBE). The ETG has worked alongside the
British government to develop a carbon trading market.
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4. Drivers for Change:

What Factors Have Been Driving this Business Engagement?

Business and Society: Business Engagement Expected

“Today's company is no longer expected to be a passive bystander in society, but rather to

engage directly in addressing societal issues, such as finding solutions to global warming,

health care provision, product and workplace safety, and disaster relief"130,

Businesses are perhaps more keenly aware than ever
of their place in society, and of society's expecta-
tions of them3L. Some have labelled the new role
as “Corporate Citizenship” - which emphasises “the
role of the private corporation in the process of de-
signing global rules and implementing citizenship
rights™132,

A survey of 48 top business executives, including 26
CEOs and representing 27 multinational compa-
nies!33, highlighted three messages: the public per-
ception of the role of business has transformed over
the last few decades; new responsibilities and ex-
pectations - such as around the environment and
human rights - are being placed upon businesses by
consumers and other stakeholders; and businesses

need to better understand the interaction of socie-
ty's issues with their business success. The same
survey finds that businesses have mixed views on
how far they should go in engaging in social and
environmental issues, though the vast majority
believe that businesses have responsibilities to a
broader set of stakeholders, beyond their immediate
shareholders. An increasing number believe that
they need to take on a leadership role. In any case,
increasingly shareholders see issues such as climate
change and anti-corruption as business risks and
justifiably an area for the CEQ's attention. For
instance, shareholder resolutions calling for climate
change risk management policies from large US
companies increased two-fold with the space of
one yearl34,

Nature of the Challenges: Business Engagement Needed

Expectations of a greater role for business are
driven at least in part by a recognition of the im-
portant role business can play - through their core
business operations, by applying their skills and ex-
pertise, and with their genuinely global perspectives
- to tackling today's complex global challenges.

A recent review135 commissioned by BMZ found
that at least 10 out of 22 OECD DAC donors and
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around 20 UN organisations!36 have or are about to
launch programmes to engage the business com-
munity. A variety of partnership models have
emerged that seek to leverage businesses' global
supply chains, developing country footprints,
financial resources, skills and technology. And in
this way, donors are exploring and discovering in-
novative ways to drive progress across a range of
issues.



Info Box

The cost of corruption

= Businesses are all too conscious of the high cost of corruption - in many parts of the world cor-
ruption is estimated to add as much as 10% to the cost of doing business'37. Corruption is
identified as a serious constraint by over 70% percent of firms in South Asia; nearly as many in
(developing) East Asia; 64% in Africa and almost 60% in Latin Americal38. This is in addition to
the increased reputational risk associated with corrupt practices.

= According to the Center for International Private Enterprise (CIPE)139, corruption, among other
things, lowers growth levels; lowers investment levels; reduces competition and efficiency; lowers
productivity and discourages innovation and increases costs of doing business (serving as a tax on
business); undermines the rule of law; hinders democratic, market-oriented reforms; increases
political instability; and contributes to high crime rates.

The cost of climate change

= According to the Stern Report on the Economics of Climate Changel40, climate change presents
costs to the business community in the region of 5 to 20% of global GDP. In contrast, action to
reduce emissions would cost 1% GDP per year less. The report argues that climate change “could
create risks of major disruption to economic and social activity, later in this century and in the
next, on a scale similar to those associated with the great wars and the economic depression of
the first half of the 20t century”141

= Companies face reputational risks if they are deemed by the public to be poor performers with
regards to climate change.

= Current evidence suggests that climate change is not only affecting the core emitting sectors
such as oil and gas, but other business markets such as agriculture and transport are now being
affected by, for example, alterations to rainfall patterns!42,



Kofi Annan, in his now famous 1999 address to the
World Economic Forum, emphasised the importance
of business engagement in global issues: “without
your know-how and your resources, many of the
objectives of the United Nations would remain
elusive...I propose that you, the business leaders...
and we, the United Nations, initiate a global com-
pact of shared values and principles... Specifically, |
call on you - individually through your firms, and
collectively through your business associations - to
embrace, support and enact a set of core values in
the areas of human rights, labour standards, and
environmental practices” This led to the creation of
the Global Compact, the largest voluntary CSR
initiative in the world.

From business' own perspective, there is also a far
more clearly articulated business case to engaging
in these issues. Not acting on corruption and cli-
mate change issues has real bottom line impacts
(outlined further in the Info Box on page 43).

Within this context, the importance of business
engagement in policy dialogue has been high-
lighted, including within the context of the MDGs
(See Annex 2). A UNDP / IBLF guide43 suggests that
there are two particular ways in which businesses
can engage: by taking a leadership position on one
or more of the MDGs in internal and external meet-
ings and on public platforms; and through collec-
tive action and legitimate dialogue with govern-
ment and civil society leaders, contributing to set-
ting rules, norms and standards that support the
advancement of the MDGs.

“The desire to engage companies in promoting uni-
versal principles in part reflects the fact, not that

44

there aren't enough laws on the books, but that
many governments continue to do a poor job im-
plementing them™44, Business is seen to have par-
ticular legitimacy to engage where governments are
failing to resolve emerging problems45, For ex-
ample, the lobbying of the US Congress by a group
of oil companies for some form of greenhouse gas
limits, following Bush's rejection of the Kyoto Pro-
tocol, and continued business efforts to promote
emissions trading.

There has been a growing interest among donors in
so-called “public-private dialogue”46” private sec-
tor engagement in policy discussions, particularly
around the business climate reform47, A recent
OECD report148 highlights a range of potential bene-
fits: to governments' credibility on private sector
development policy; to the ability to share informa-
tion and tap into expertise; to the feeling of owner-
ship and the quality of policy.

A recent development has been the move towards
business-led collective advocacy on development
issues - an area where NGOs have traditionally
been more effective. This has had the advantage of
highlighting issues such as trade, enterprise,
employment and governance - issues that are often
given insufficient profile in NGO campaigns. The
ideal advocacy focus is clearly on issues that have
both strong business and development benefits149 -
such as corruption, customs administration reform
and transparency in the extractive sectors (notably,
EITI).



5. The Implications for Policy Makers and for Business

Implications for Policy Makers

“The influence of both civil society and business on international governance is likely to

continue to increase. The issue is not whether but how best to realize the potential of non-

state actors, who offer enormous resources - in innovation and thought leadership, advo-

cacy, popular mobilization, financial investment and service delivery”.

Report for UNDP150

“The fundamental defect of global society today is not that the reach of corporations is too

big, but that our ability to govern is too small. We face governance gaps and governance

failures on a monumental scale. Our core challenge, therefore, is to stimulate social and

political processes that will help bridge the gaps and reduce the failures. The dynamic inter-

play between business, civil society, and the public sector constitutes an essential platform

from which to mount the campaign”

John Ruggiel4®

The issue for policy makers is how to most effec-
tively channel this business engagement and ener-
gy. This requires a keen understanding of both the
advantages and potential risks. Business engage-
ment remains controversial for a variety of
reasons’52 (see Info Box below): fears of business
using its power to influence outcomes to its own
narrow advantage (for instance, on intellectual
property rights, trade and investment); business
lacking the legitimacy and accountability to engage
in global governance issues (an issue that applies
equally to NGOs); business using engagement
with international bodies as a form of window
dressing (UN Global Compact as “bluewashing”);

business driving self-regulation that results in rules
and standards that are weaker than laws!s3;
further disempowering governments and / or allow-
ing governments to shirk their own responsibili-
ties.

A report for UNDP1%4 suggested that business and
NGO engagement in global governance should be
become more structured to facilitate systematic
dialogue and consultation and to ensure fair access
to this discussion - something which “today's mul-

tilateral decision-making bodies meet...only partial-
|Y"-155

45



5. The Implications for Policy Makers and for Business

The report stresses, though, that these arrange-
ments should be remain light-touch and un-
bureaucratic. It suggests that the following should
be explored:

= Multi-stakeholder bodies, such as the Internatio-
nal Labour Organization's tripartite machinery
(government/business/labour) for setting labour
standards;

= “Pre-meeting meetings” with non-state actors,
the day before official intergovernmental mee-
tings;

= The “Arias formula”, which allows invited NGOs
to address UN bodies outside official sessions;

= “Alternative reports” from non-state actors, to
be considered alongside governmental reports, as
the UN Commission on Human Rights has done;

= Amicus curiae (“friend-of-the-court”) briefs from
non-state actors, for example at World Trade
Organization appeal hearings.

= Non-state global forums, such as a World Finan-
cial Forum to debate the policies and perfor-
mance of the International Monetary Fund every
two years.
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Fundamentally, the involvement of private actors
is seen as a positive development for global govern-
ance: “increasing voice of non-state actors adds
essential checks and balances to the international
system and helps ensure that excluded voices are
heard”156

John Ruggie, Director of Harvard University Ken-
nedy School of Government's Center for Business
and Government, and former UN Assistant Secre-
tary-General, argues that this: “may provide a his-
torically progressive platform by creating a more
inclusive institutional arena in which, and sites
from which, other social actors, including [NGOs],
international organizations and even states, can
graft their pursuit of broader social agendas onto
the global reach and capacity of [multinational
corporations] 157,



Info Box

The Controversies

Proliferation of principles and codes - too many to handle?

The explosion in the number of guidelines, codes and principles to encourage “responsible” business
brings both benefits and problems. Is there a need to focus efforts on implementing existing codes
rather than develop new measures or should the diversity of approaches be allowed to flourish?

The G8 2007 called for “clarification of the numerous standards and principles issued in this area by
many different public and private actors” The decision last year by the United Nations Global Compact
and the Global Reporting Initiative to form a strategic alliance was one step towards consolidation.

Arguments in favour of proliferation:

= |ndicates private sector innovation, flexibility and dynamism.
= Diversity of codes reflects diversity of players / sectors: no one-size-fits all.

= Part of a gradual process towards harmonisation and consensus - must not stifle through con-
verging too soon into 'super-code’ or time-consuming legally binding processes that could act as
disincentive to changing behaviours.

Arguments against proliferation:

= Number and variety of codes make meaningful comparisons of corporates difficult and undermines
accountability. Issue of fundamental importance to NGOs wanting to hold corporates to account:
“The sheer number of company and industry-wide codes is hindering companies' efforts to tackle the
issues, and is creating uncertainty as to which standard they should use. The selection - or indeed
avoidance - of issues covered by a CSR code varies significantly, and most codes are general state-
ments of principles rather than detailed instructions as to how these principles might be applied.”
ActionAid.158

= High transaction costs to report and implement - deterrent to those companies not yet signed up to
codes. An increasingly complex burden of compliance for companies wishing to do the right thing.
This multitude of similar-but-different codes creates concerns ranging from inconsistent rules and
overlapping enforcement to the lack of common definitions5°.
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5. The Implications for Policy Makers and for Business

= Number and variety of codes that companies are under pressure to adhere to has shifted motivation
away from conviction (vision and values of company that drives behaviour) towards compliance
(external expectations and reporting pressures)60. Codes can become passive, box-ticking, PR exer-
cises, rather than pro-active responses. Codes can be used to mitigate negative impacts rather than
integrated into core business model.

“Simply mitigating negative impacts through castigating intermediaries or suppliers does not contri-
bute to sustainable solutions. For the private sector to meet corporate social responsibility pledges,
companies need to pursue alternative business models that forge connectivity, coherence, and inter-
dependence between their core business operations and their ethical and environmental commit-
ments,"161

= There is too much focus on the codes themselves rather than poverty reducing outcomes limits
effective on the ground impact.

Voluntary vs. mandatory - and/either/or?

The 2007 G8 gave support to the “voluntary approach” but in the context of greater ‘transparency of
performance' and ‘clarification of numerous standards and principles'.

Arguments in favour of a voluntary approach

= A 'reporting industry' has emerged in a number of sectors (e.g. mining, petroleum, chemicals, forest
products, automobiles as well as textiles, apparel and footwear) where a broad community of sta-
keholders play a role'62, The increasing amount and ease of access to information on company beha-
viour via the internet allows these social actors to play this role effectively.

= A voluntary approach has had tangible successes, including Fairtrade, the Extractive Industries
Transparency Initiative, and the level of uptake of corporate social responsibility reporting. Non-
mandatory policies can influence corporate behaviours by altering informal institutions - value sys-
tems - under which they operate.163

= A voluntary approach is the only realistic way ahead in the current context, so it should be harnes-
sed for the positive impact it could have on 'leveling the playing field'. Given their international
reach it would be difficult (costly, time-consuming and potentially politically complicated) to make
these initiatives legally binding; there is also a widespread belief that “compliance to an initiative is
always higher when it is intrinsically motivated rather than externally imposed” 164

= Voluntary approaches are more flexible and can incorporate differences.
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“There is little chance of transnational firms becoming subject to legally binding regulations at the
global level any time soon; the political will or even capacity simply is not there, and much of the cor-
porate world would unite to fight it. In contrast, voluntary initiatives over time may build an interest
among leading firms for a more level playing field vis-a-vis laggards, thereby realigning the political
balance in the corporate sector.”16>

Arguments in favour of a mandatory approach

NGOs argue that mandatory is essential because self-regulation alone does not foster commitment
and accountability, and there is a danger that companies treat as it as a PR exercise. Self-regulation
is weaker than laws. How should implementation and compliance be monitored, and non-compli-
ance sanctioned? Critics argue that with no enforcement mechanism and no sanction for compa-
nies that breach their commitments, many initiatives are rendered largely ineffectual 166

Lack of independent monitoring and verification. Can self-assessment be truly objective?

“Amnesty believes that the UK government should critically appraise such voluntary commitments on
the part of business [for example UN Global Compact] and not use them as a justification for oppos-
ing regulatory frameworks to hold companies to account for their behaviour.”67

Christian Aid68 argues CSR is not effective in practice and that there is a need to move towards cor-
porate social accountability where there is legal obligation to uphold international standards.

According to an ICM Poll (2006), the overwhelming majority (90%) of British public think that “the
Government should set out enforceable rules to ensure companies are 'socially responsible™ and 89%
of voters think that “multinationals should be legally obliged to publish reports on a range of issues,
including how they treat their employees and how they impact on their local communities.”

Some argue that there is an inherent paradox - ethical decisions made for the greater good conflict
with profit motives. Some argue that rules are therefore essential to ensure that an ethical dimen-
sion is properly mainstreamed into business decision-making.

Arguments for both

The threat of credible mandatory measures can make voluntary measures more effective.169 Some
NGOs have argued that the threat of regulation against persistent poor performance incentivises
better behaviour.70 According to Save the Children Fund and CORE “The enforcement regimes of all
codes must be strengthened to penalise companies who have signed up to voluntary codes of con-
duct, but failed to meet their stated aims within an accepted time-frame.” Should voluntary and
mandatory co-exist, or should there be a transition?
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5. The Implications for Policy Makers and for Business

Implications for Business

“Most executives would probably rather not take on such responsibilities, but recognize that

this is no longer an option as business today has the competencies, resources and infra-

structure to help meet societal challenges. Executives say the question is not so much what

does business have to offer, but what are the legitimate roles for business and government in

shaping 215t century society” 171

What are the implications for the multinational
businesses that find themselves in this new spot-
light - as leaders on the world stage? First, to maxi-
mize their effectiveness, businesses should recog-
nise their boundaries. In his advice to other busi-
ness leaders, Niall FitzGerald, Chairman of Reuters,
says that they should focus on contributing to areas
where “the authority of the position from which
you speak and act is relevant, is limited to those
subjects in which your company has expertise /
experience and in which your contribution is
respectful of others”172 In short, business should
focus on areas where they can make a difference -
and invariably this will be in areas closely related

to their core business!73,

Second, and to ensure their longer-term effective-
ness, businesses need to build their legitimacy in

the minds of governments, NGOs and other stake-
holders!74, “Only the democratisation of corporate
activities, through continuous discourse, participa-
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tion and enlarged mechanisms of transparency,
monitoring and reporting, can close the legitimacy
gap of the corporation as a political actor in a glo-
balized economy” 175

And third, as the role of business in these discus-
sions evolves, from rule-takers to active rule-
makers, greater emphasis must be placed on build-
ing capacity - within the business community, but
also among those other stakeholders that engage
with business at the global level. Indeed, sharing
knowledge and best practice is one of the purposes
on the 12t IBF, and the focus of its organisers.
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Annex 1: Extracts from the G8 2007 Statement -
Growth and Responsibility*’

Investment Environment (Addressed in the 11th IBF)

We will work together to strengthen open and transparent investment regimes...We reaffirm that freedom of
investment is a crucial pillar of economic growth, prosperity and employment. We call on all developed
countries, major emerging economies and others to critically assess their investment policies, the potential costs
incurred from unnecessarily restrictive or arbitrary policies and the economic benefits of open investment
regimes.t?7

We remain committed to minimize any national restrictions on foreign investment... Emerging economies
benefit considerably from inward FDI while acting increasingly as countries of origin of FDI. We see the need
and the opportunity to work towards a level playing field for all investors. We call on the emerging economies
to adopt the OECD Declaration on International Investment and Multinational Enterprises.18

We support the OECD Policy Framework for Investment and UNCTAD Investment Policy Reviews as valuable
mechanisms in defining a shared understanding of healthy investment climates in emerging economies and
developing countries...We invite UNCTAD and the OECD to jointly engage industrialized countries, emerging
economies and developing countries in the development of best practices for creating an institutional
environment conducive to increased foreign investment and sustainable development 179

Corporate Social Responsibility (Addressed in the 11t and 12th IBF)

Strengthening the principles of Corporate Social Responsibility: We commit ourselves to promote actively
internationally agreed corporate social responsibility and labour standards (such as the OECD Guidelines for
Multinational Enterprises and the ILO Tripartite Declaration), high environmental standards and better
governance through OECD Guidelines' National Contact Points.180

While stressing that labour standards should not be used for protectionist purposes, we invite the WTO members
and interested international organizations, in close collaboration with the ILO, to promote the observance of
internationally recognized core labour standards as reflected in the ILO declaration on Fundamental Principles
and Rights and its follow-up.18!

We call on private corporations and business organizations to adhere to the principles in the OECD Guidelines
for Multinational Enterprises. We encourage the emerging economies as well as developing countries to
associate themselves with the values and standards contained in these guidelines and we will invite major
emerging economies to a High Level Dialogue on corporate social responsibility issues using the OECD as a
platform. We stress in particular the UN Global Compact as an important CSR initiative; we invite corporations
from the G8 countries, emerging nations and developing countries to participate actively in the Global Compact
and to support the worldwide dissemination of this initiative.182
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Annex 1: Extracts from the G8 2007 Statement -
Growth and Responsibility

In order to strengthen the voluntary approach of CSR, we encourage the improvement of the transparency of
private companies' performances with respect to CSR, and clarification of the numerous standards and
principles issued in this area by many different public and private actors. We invite the companies listed on our
Stock Markets to assess, in their annual reports, the way they comply with CSR standards and principles. We ask
the OECD, in cooperation with the Global Compact and the ILO, to compile the most relevant CSR standards in
order to give more visibility and more clarity to the various standards and principles.183

While corporate governance challenges are present everywhere, they are particularly acute in emerging
economies. We encourage the widest adherence to the OECD Corporate Governance Principles and support the
continuation of the work of the OECD / World Bank Regional Corporate Governance Roundtables.184

We will initiate a new form of a topic-driven Dialogue [with Brazil, China, India, Mexico and South Africa] in a
structured manner based on this new partnership. We agreed to address [as one of four issues]: Enhancing
freedom of investment through an open investment environment including strengthening corporate social
responsibility principles.185

Climate Change (Addressed in the 12t IBF)

As climate change is a global problem, the response to it needs to be international. We welcome the wide range
of existing activities both in industrialised and developing countries. We share a long-term vision and agree on
the need for frameworks that will accelerate action over the next decade. Complementary national, regional and
global policy frameworks that co-ordinate rather than compete with each other will strengthen the
effectiveness of the measures. Such frameworks must address not only climate change but also energy security,
economic growth, and sustainable development objectives in an integrated approach. They will provide
important orientation for the necessary future investment decisions.186

We acknowledge that the UN climate process is the appropriate forum for negotiating future global action on
climate change. We are committed to moving forward in that forum and call on all parties to actively and
constructively participate in the UN Climate Change Conference in Indonesia in December 2007 with a view to
achieving a comprehensive post 2012-agreement (post Kyoto-agreement) that should include all major
emitters...To address the urgent challenge of climate change, it is vital that major economies that use the most
energy and generate the majority of greenhouse gas emissions agree on a detailed contribution for a new global
framework by the end of 2008 which would contribute to a global agreement under the UNFCCC by 2009.187

Private sector investment is and will remain the primary means of technology deployment and diffusion. Strong
economies and a wide range of policy instruments are required to develop, deploy and foster climate-friendly
technologies. Market mechanisms, such as emissions-trading within and between countries, tax incentives,
performance-based regulation, fees or taxes, and consumer labelling can provide pricing signals and have the
potential to deliver economic incentives to the private sector 188
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Corruption (Addressed in the 12t IBF)

We will intensify common efforts to effectively combat corruption worldwide. This includes:189

Supporting the ratification of the UN Convention against Corruption (UNCAC) by all countries;

Coordinating closely to promote effective implementation of the UNCAC, particularly related to developing
effective review mechanisms, strengthening international measures on asset recovery, and encouraging
provision of technical assistance;

Supporting the work of the United Nations Office of Drugs and Crime (UNODC), Interpol, the OECD and other
international bodies to coordinate the implementation of UNCAC;

Ensuring that developing countries can access and develop technical expertise to help them recover illicitly-
obtained assets;

Reaffirming a shared commitment to effective monitoring through the implementation of a continuous,
rigorous and permanent peer review mechanism under the OECD Anti Bribery Convention, and strategic
advancement of the Convention through continued engagement with non-party emerging economies;

Supporting International Financial Institutions’efforts to combat corruption, including the implementation
of the World Bank's Governance and Anti-Corruption Strategy to increase assistance to countries to
strengthen governance and reduce corruption;

Denying safe havens through our national laws to individuals found guilty of corruption and the return of
illicitly-acquired assets with high priority and developing additional measures to prevent such individuals
from gaining access to the fruits of their criminal activities in our financial systems;

Urging all financial centres to implement the highest international standards of transparency, exchange of
information and the fight against money laundering;

Supporting the efforts of the private sector in combating and preventing corruption, including through
promoting greater accountability and transparency of payments in key sectors;

Providing assistance to countries that show willingness and ability to use funds effectively;

Welcoming the entry into force of the AU Convention on preventing and combating corruption and
encouraging all AU Countries to ratify and implement it.

>>
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We emphasise our determination to fight corruption and mismanagement of public resources in both revenue
raising and expenditures. As part of our ongoing efforts to foster transparency with regard to resource-induced
payment flows, we will continue to support good governance and anti-corruption initiatives, such as the
Extractive Industry Transparency Initiative (EITI), and we:1%0
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commit to provide continuous assistance to strengthen EITI, as appropriate through financial, technical and
political means. Equally, we invite all stakeholders to provide support for the implementation of the EITI,

call on implementing countries and companies participating in EITI to implement the Initiative and comply
with their disclosure commitments. Equally, we encourage further countries to participate in EITI as ap-
propriate,

welcome the fact that an independent validation-process has been initiated to monitor the national imple-
mentation measures. We encourage prompt application and further development of the validation metho-
dology,

welcome the fact that a number of large banks have already signed the United Nations Environmental Pro-
gram (UNEP) Finance Initiative and the Equator Principles. We call on further major banks to follow suit to
adopt the Equator Principles for project finance and implement the International Finance Corporation (IFC)
standards, particularly those standards that relate to transparent payments and contracts in the extractive
sector, and finally

initiate, within the framework of the 2007 global conference on transparency, a dialogue with the major
emerging economies to enlist the governments and especially the state-owned companies domiciled in these
countries as participants in EITI.



Annex 2: Business Advocacy in Support of the MDGs -
Extracts from Nelson and Prescott (2003)

MDG

GOAL 1:
ERADICATE EXTREME

POVERTY and HUNGER
é"

m
iE

GOAL 2:
ACHIEVE UNIVERSAL
PRIMARY EDUCATION

Focus of Business Advocacy

Support public policy efforts to build the do-
mestic private sector and attract foreign in-
vestment - Can large companies work collec-
tively to help create a more suitable enabling
environment for business? For example,
through building effective business associa-
tions and support structures, lobbying govern-
ment and/or helping to build public capacity
for necessary regulatory and financial reforms
- such as providing the poor with access to
property rights or increasing access for small
farmers to markets.

Advocate for fairer access to OECD markets -
Can Western companies lobby their govern-
ments to address the issues of agricultural and
other subsidies that result in unfair market
access?

Advocate for education access, quality and
reform - Business associations, such as Cham-
bers of Commerce and Organisations of Em-
ployers, as well as individual business leaders,
can be important advocates for increased
public spending on education at the national
level and internationally.

= The International Chamber of Com-

merce has worked with UNCTAD to
increase foreign direct investment
to some of the poorest countries.

Financial services, legal and account-
ing firms can help to build institu-
tional structures and promote good
standards of corporate governance.

The World Economic Forum brought
together major agribusiness com-
panies, NGOs and UN agencies on a
task force to advocate for agricultu-
ral trade reform.

Both the Brazilian and South African
examples outlined above are also
active in the debate on education
policy in their respective countries
and offer valuable models for other
countries to explore.

NETAID was established by UNDP in
partnership with Cisco Systems and
others to raise awareness and mobi-
lise resources to tackle development
issues. It has been particularly
effective in education and children's
issues, through initiatives such as its
'Say Yes to Children' campaign and
its 'Global Schoolhouse' initiative.

59



Annex 2: Business Advocacy in Support of the MDGs -
Extracts from Nelson and Prescott (2003)

MDG

GOAL 3:

PROMOTE GENDER
EQUALITY AND
EMPOWER WOMEN

GOAL 4:
REDUCE CHILD
MORTALITY

%4

P

GOAL 5:
IMPROVE
MATERNAL HEALTH
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Focus of Business Advocacy

Raise public awareness of women's issues and
promote women's voices - this is another area
where certain companies and industry sectors
can play a role, with the aim of changing gov-
ernment policies and stimulating shifts in public
attitudes. The media has an especially important
role, but most companies that undertake adver-
tising and other public communications activi-
ties can support efforts to ensure that women's
voices and/or women's issues receive more of a
public profile.

Advocate for equal access to education and
economic assets - Business associations can call
for regulatory, legal and institutional reforms to
give women the right to ownership and equal
access to education and economic assets.

Advocate governments to support the Rights of
the Child and to support children's issues

Encourage good public policy and public
awareness on women's health issues

= UNIFEM's Digital Diaspora Initiative

in Uganda works with African IT
executives who are successfully
running IT companies abroad, as well
as UN and government representa-
tives, civil society organisations to
support African women in the use of
information technologies through

an inclusive approach to IT-related
training, employment, entrepreneur-
ship and market access.

Global Movement for Children - Ini-
tiated by UNICEF, this programme
aims to mobilize civil society, non-
governmental organisations, business
and other partners to support the
global agenda for children.

In addition to the social marketing and
media campaigns outlined above,
employers organisations, large
individual employers of women,
pharmaceutical companies and their
trade associations can also raise the
importance of women's occupational
health and reproductive health issues
in relevant public policy forums.



MDG Focus of Business Advocacy

GOAL 6: Establish national business coalitions - to = At a country level The Thai Business
COMBAT HIV / AIDS, advocate for healthcare reform and business Coalition for HIV / AIDS has worked
MALARIA AND engagement in HIV/AIDS issues. with UNICEF and the government
OTHER DISEASES to encourage workplace action.

Other business coalitions dedicated
to tackling HIV / AIDS have been
established in countries such as
South Africa, Brazil and Zambia. In
other countries, existing business
associations or employers' organisa-
tions have taken a lead role, for
example the Confederation of Indian
Industries in India. The International
Organisation of Employers (IOE) is
working with its national affiliates
to play a major role in advocating
for and supporting greater work-
place action and public policy sup-
port on HIV / AIDS. The Global Busi-
ness Coalition on HIV / AIDS is also
supporting policy dialogue and ad-
vocacy at national and international
levels.

Participate in global public policy networks - = The Roll Back Malaria and Stop TB

focused on increasing awareness and Partnership are both global, multi-

investment in these health issues. stakeholder movements, each com-
posed of over 70 partners and aimed
at influencing health policy frame-
works, R&D and delivery mecha-
nisms.
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MDG

GOAL 7:

ENSURE
ENVIRONMENTAL
SUSTAINABILITY

C%T

e
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Focus of Business Advocacy

Negotiate international rules and develop
voluntary standards - Cooperation can help to
build appropriate policy frameworks and new
institutional structures to address environ-
mental issues on a sector, thematic or geo-
graphy specific basis. The policy and institu-
tional structures developed may be regulatory
frameworks, co-regulation mechanisms or
voluntary codes and standards

Change market frameworks - develop new
economic instruments such as environmental
taxes, charges and refund schemes, or market-
based mechanisms, such as tradable permit
systems and eco-labelling.

= The Global Reporting Initiative - this

is one of many examples where
companies have worked with UNEP,
CERES and other NGOs to develop a
voluntary framework for sustainabili-
ty reporting.

There are now hundreds of examples
where governments and business
associations have undertaken joint
initiatives to change market dynamics,
with the aim of improving environ-
mental stewardship. Organisations
such as the World Business Council

for Sustainable Development (WBCSD),
Global Environmental Management
Initiative (GEMI), World Resources
Institute (WRI), World Environment
Centre (WEC), International Institute
for Sustainable Development (lISD),
and Conservation International, as well
as trade associations, UNEP, the UN
Commission on Sustainable Develop-
ment and national environmental
ministries have excellent databases of
examples.



MDG

GOAL 8:

DEVELOP A GLOBAL
PARTNERSHIP FOR
DEVELOPMENT

Focus of Business Advocacy

TARGET 12: International trading and financial
System:

Help build the 'soft infrastructure' for global
commerce

TARGETS 13, 14 AND 15: Least-developed,
landlocked and small island developing
countries, and debt relief:

Advocate OECD governments for increased
market access, official development assistance
and debt relief

= Many companies and industry asso-
ciations work with specialised UN
agencies in setting international
economic norms and standards -
building the 'soft infrastructure' for
global commerce. This ranges from
work on intellectual property rights
and corporate governance, to devel-
oping common standards for cross-
border transactions, transportation,
and telecommunications. It also
involves joint efforts to tackle bri-
bery, corruption and money launder-

ing.

= One area where the private sector is
currently playing little or no role, is
in advocating for a more fair and
equitable international economy.
Many NGOs and developing country
governments would argue, that if
anything, major companies and their
trade associations are lobbying
against such a global economy rather
than for it. This has sometimes been
the case, especially in the area of
trade. There are, however, some
recent examples of companies joining
with NGOs and UN agencies to ad-
vocate for reform of OECD agricultu-
ral policies and improved market ac-
cess, for the least-developed countries.
Some companies have also supported
civil society debt relief campaigns,
such as the Jubilee 2000 Campaign.
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Focus of Business Advocacy

TARGET 17: Access to affordable drugs

Building a better policy environment - This
can include companies and business groups
advocating for public health reforms in
certain countries, supporting an enabling
environment for public-private R&D, and
negotiating international trade regimes that
improve access to the poorest countries,
without destroying the basis on patents and
market mechanisms that provide funds for
long-term investment.

TARGET 18: Access to technology, especially
information and communications technology
(ICT)

Advocating for and supporting better public
policy on ICT issues to improve access, parti-
cipation and governance

= The World Economic Forum has established

a Global Health Initiative with the sup-
port of a range of companies including
Accenture, Ford, Volkswagen and Unilever
and other organisations such as the UN
Foundation, to fight against HIV/AIDS, TB
and malaria.

The UN's ICT Task Force - this includes re-
presentatives from Member States, the
private sector, the non-profit sector, includ-
ing academia and NGOs, and United Nations
bodies. It is the first instance of a body
created by a UN intergovernmental decision
in which Member States, the private sector
and other stakeholders will participate as
equal partners in a major effort to influence
the enabling environment and policy frame-
works needed to harness information and
communication technology for development.

Digital Opportunity Task Force - DOT Force
was established by the G-8 governments in
2000, as an international partnership in-
cluding companies, NGOs and the public
sector. It has created a wide range of policy
proposals and projects in areas such as natio-
nal e-strategies, access and connectivity,
human capacity building, entrepreneurship,
and local content.
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