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GLOBAL COMPACT GOVERNANCE

From the day the Global Compact was launched aHgadquarters in July 2000,
its existence and operations have rested on twoatepillars. One is the legitimacy of
the Global Compact as a United Nations initiatitbe other relates to public
transparency and accountability and the way thettational contract between business
and the UN is implemented. Government legitimacyg Bmplementation accountability
complement each other. The former would not beigeafft in today’'s world, as
legitimacy can no longer just be mandated or bestoly institutionafiat. As a function
of individual or collective perceptions, it mustsalbe earned through transparency,
sincerity and credibility. These two components@bbal Compact governance have
evolved significantly over time, as has the suppgrtinfrastructure that facilitates
implementation.

a) Government legitimacy

Thanks to Governments and the shrewd guidanceasketivho introduced and
supported the GA item “Towards Global Partnershiips2000, successive resolutions
have at least partly filled the void that was ocedatvhen the Global Compact was
launched. The adoption of the most recent Genesaémbly Resolution 62/211, not only
provided a basis to renew the initiative’s licerieeoperate; it also strengthened the
Global Compact Office and thus helps to securengstutional independence and direct
reporting line within the Organization. It furthéends political protection to the
necessary operational infrastructure, includingaloaetworks, the Board and the
Foundation for the Global Compact.

Most important of all, this renewed GA support alfofor the development of
tailored intergovernmental oversight in the futufiehis pathway of progressive but
measured governance legitimacy through the Gerasgmbly may not provide all the
answers at this juncture, but it does define aldodijectory for the Global Compact, with
built-in safeguards. Nonetheless, the Global Compédtin the future also need to earn
its right to exist through performance and impacthe eyes of Governments and the
public at large. This built-in sunset clause pregidperformance motivation and
stimulates the always exciting search for innovatiand continuous improvements.

b) Implementation accountability

The other key governance component is the committhan individual business
leaders make to the UN when joining the Global Cachp and the way the
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implementation of this commitment is viewed, suppdrand assessed. It has evolved
significantly over the past seven years. What has changed, however, is the
fundamental constitutional contract that initiatesvalue-based change process via a
voluntary commitment by business executives toriaze the Global Compact and its
principles (organizational change); and an agre¢nmetake action in support of broad
UN goals (the collaborative, partnership agenddes€é dual objectives constitute the
basis for engagement and define possible trajestdor implementation. Together, they
define the meaning and practice of responsibldyajloorporate citizenship.

The Global Compact’s integrity measures are prowviisgful and offer great
promise in this regard. The outcome of substantieéberations by the Board, the
integrity measures were first introduced in 2008 aperationally implemented for the
first time in 2006. They reinforce the learning adidlogue character of the Global
Compact; define basic operational concepts of auedulity; provide for effective
referral to other instruments, including the OECDid&lines; articulate a clear logo and
branding policy; provide guidance for dialogue; aalblove all, mandate public disclosure
on progress. These measures are now being fulljemented under Board oversight.
Already, over 900 participants have been de-lisi@d repeated failure to publicly
disclose progress. While the integrity measures rid provide for qualitative
differentiation, they do ensure some solid protectiagainst free-riding, promote
ownership by participants, and offer incentivesdoality improvements over time.

In the meantime, a host of additional measureshiea introduced to expand
inducements at the point when the commitment iser{adrporate board approval is now
required along with the CEO commitment); to offeorsn implementation guidance for
organizational change (e.g. a line of tools andviiets related to performance models,
and special guidance by issue and principle); amdehcourage greater public
transparency and social vetting. At the same tithe, Global Compact Office has
introduced targeted incentives with to sustain dyica at the front-end (i.e., for
“leaders”), while providing scalable entry-leveatibrms.

c) Governance to support implementation

Government legitimacy and implementation accoufitglmonstitute the core
elements of Global Compact governance. They aeeitijrrelated to the basic contract
that constitutes the Global Compact.

While the Global Compact Office has acted on betiaihe UN and a former
advisory council has long represented the intedgparticipants, both business and
other partners, the need for a clearer definitioroles became evident as the initiative
grew globally and locally.
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A comprehensive, year-long review was undertakemd®2004-2005 with the
full engagement and support of the UN SecretaryeGdndonor governments and many
trusted experts. The structure that emerged isarktbvased. Individual components of
the structure (Board, Global Compact Office, lawatworks, interagency team, and two
standing convening platforms: the annual Local Neks Forum and the tri-annual
Leaders Summit) are still in evolution. We begamiplement the new governance
structure in 2006.

The structure is tailored to allow for maximum owstep by participants (who
have responsibility for implementation) while safagling the UN brand (a main
function of the Global Compact Office) and proviglifacilitation and support where
useful (all actors). It provides space for cooperabetween public and private actors,
balances the interest of business with labor avilsciety, and allows for growth at
global and local levels. It is designed to avoidtaee by any one group or actor, to give
maximum ownership to those who have the will andgrato implement the
commitment, and to offer platforms to develop pras and structures over time.

As a network-based governance structure it doepnoeide for central decision
making. Neither the Board nor the Global Compadic®fhas the power to change the
basic contract or to enforce specific implementapans. The voluntary nature of the
Global Compact means that activities can only beatel driven and any major changes
require the explicit support of participants whodedhe commitment to implement the
Global Compact. Implementation is thus not basedamventional top down decision
making. Instead, it is designed to facilitate impliementation of the basic contract by
allowing for maximum space for opportunity-led aas according to roles and
responsibilities. Those roles are described inildetaevery component in our
governance paper, which was endorsed by the UNeegrGeneral, the Board and
Donors in 2006. A brief review and appraisal maybipful:

1) The Board brings together business representatatesur and civil society —
appointed by the UN Secretary-General in theirgaascapacity. Over time,
Board members are expected to represent partisippgntegions of the world.
Chaired by the UN Secretary-General, it is prinyar@sponsible for oversight of
all qualitative measures that affect implementatiastably the integrity
measures. The Board also gives guidance to theaGtdimpact Office on broad
strategic matters. The current Board is very adivé meets at least twice per
year. Board members are also expected to act aspobias (a few of them,
however, do represent institutional interests, blgtthe employers and workers)
and, more recently, Board working groups have lmeeated to advance the core
issues of the Global Compact (human rights, labawu, anti-corruption). These
working groups have great potential to advance tataeding of best practices in
particular issue areas.
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The Board also plays a critical role in managingtulti-stakeholder
configuration of the Global Compact with labour amd| society as important
partners in the implementation of the Global Comip&lce Board has made
important contributions in defining respective sobnd in building consensus.
Over the years, much trust has been built and fdynaeversarial positions have
given way to pragmatic cooperation. Nevertheldssjssue of how best to
involve civil society and labour remains an ongodh@llenge and broader
societal changes — for example, a new backlasmstg#eralization of trade and
investment, or trade-related issues around clirtlagmge — could easily ignite
fresh discontent which could spill over into theoldl Compact.

The Global Compact Office acts as a hub providungpsrt for the other
components, while also supporting growth and adwadés Executive Director is
appointed by the UN Secretary-General and theseclsar internal reporting line.
The Global Compact Office has the primary respalisilior brand and
participants-management on behalf of the UN. Furidedgh extra-budgetary
contributions, its activities are reviewed by Gawaents who provide funding
with the GA exercising progressive political ovgtdi The funding tool, the Trust
Fund, is subject to stringent UN rules and proceavith clear oversight and
financial accountability procedures. A recent Ol@fslit has confirmed the
soundness of financial management.

The Global Compact Office and the Board have aechosrking relationship.
While there is no direct reporting line between &lebal Compact Office and the
Board (non-UN entities cannot supervise UN enlijtiespractice the Global
Compact Office responds efficiently to the Boan@#guests and acts as a
secretariat for decisions regarding implementaéiocountability and other
consensus decisions. With the new Board workingggaow created this
cooperation is deepening even further.

The interagency team is part of the Global Compdutkages with the UN.
Dedicated staff members in various UN organizatimasiage the Global
Compact within their respective organizations amue act as guardians of the
principles. More recently, the Global Compact Has &een embraced by a
growing number of other UN entities, thus broadgnia reach as a value
platform in partnering with business. Ongoing wetpported by the Global
Compact Office — such as updating UN-business ¢jueke preparing
accountability tools for partnerships, developingyatem-wide website, offering
training opportunities through the UN staff colleyal other entities, and
organizing information sharing and learning encetst will further strengthen
the Global Compact as an entry platform for UN-ibess partnerships.
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Local networks, of which there are currently ovietys are critical to support and
embed the Global Compact within specific conteXteir governance role relates
to their functional capacities to advance the Gl@mampact, including support
for the integrity measures and brand managemesely wirror the role of the
Global Compact Office at the local level. Some reks have already reached a
level of organizational robustness to support amthie activities on a self-
sustained basis. Others are still at an early stagemany depend on UN support
on the ground. There is broad consensus thatal leetworks should be
business-led yet multi-stakeholder and effortscareently under way to achieve
this.

The Local Networks Forum is the annual meetinddoal network managers,
and has proven to be an important platform to sbace&l practices and to build
stronger organizational coherence within and aareg®ns. The forum has not
yet played its full governance role, but over tiinis likely to assume greater
governance functions with regard to establishingmmanication protocols and
accountability processes, and delivering functiiesl for networks — the basic
outlines of which have already been developed.

The relationship between global and local actigiaed their organizational
support structures requires complex communicatianagement. The
relationship has not yet fully matured as many lloeaworks still need to develop
their full functional capabilities. An added chalgge is that many large
participants engage only reluctantly in local netwo preferring to deal with the
Global Compact Office and global platforms. As suteof the Leaders Summit
in Geneva, major efforts are currently under wagnttgivate participants to work
through local networks. Strengthening both the gl@mnd the local infrastructure
and seeking to maximize their reinforcing relatiuips will over time lead to
natural selection and the clarification of roles.

The Leaders Summit in Geneva was our second takgathering of participants
at the executive level. Its primary function wasrtotivate top executives and
other leaders to engage deeper, to launch newgpahips, and to build a broad
roadmap for the future (the Geneva Declaration® $ammit also served as a
platform to manage the initiative’s transition fr@ecretary-General Annan to
Secretary-General Ban. Future meetings of this &omdd be organized very
differently, with, for example, stronger involventdsy Governments and
investors and an emphasis on legitimizing futute/dies and specific goals.
Also, on the practical side, there are importassdas to be drawn for the future.
Above all, it would be highly desirable to organgech summits with a strong
organizational partner (we have a solid offer f0L@).
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7) The Foundation for the Global Compact is not pathe governance structure. It
is a private, not-for-profit entity under New Yo8tate Law. Its sole purpose is to
mobilize funding from participants to support threwgth of the Global Compact.
Its small board is chaired by Sir Mark Moody Stuaho has been a champion
and a steward of the Global Compact since its itm@mepWe are confident that the
Foundation will over time play a more importanterat raising funds to sustain
the initiative.

Some components of the Global Compact’s operatigoatrnance are still weak.
They require more time to develop their full functality. There is also scope for
improvements and a variety of refinements coulddresidered. But the basic network
structure is solid and tailored for the Global Caeip balancing diverse interests while
providing for maximum ownership and space to enapleortunity-led actions to grow
while ensuring quality control and brand management
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implementation of this commitment is viewed, suppdrand assessed. It has evolved
significantly over the past seven years. What has changed, however, is the
fundamental constitutional contract that initiatesvalue-based change process via a
voluntary commitment by business executives toriaze the Global Compact and its
principles (organizational change); and an agre¢nmetake action in support of broad
UN goals (the collaborative, partnership agenddes€é dual objectives constitute the
basis for engagement and define possible trajestdor implementation. Together, they
define the meaning and practice of responsibldyajloorporate citizenship.

The Global Compact’s integrity measures are prowviisgful and offer great
promise in this regard. The outcome of substantieéberations by the Board, the
integrity measures were first introduced in 2008 aperationally implemented for the
first time in 2006. They reinforce the learning adidlogue character of the Global
Compact; define basic operational concepts of auedulity; provide for effective
referral to other instruments, including the OECDid&lines; articulate a clear logo and
branding policy; provide guidance for dialogue; aalblove all, mandate public disclosure
on progress. These measures are now being fulljemented under Board oversight.
Already, over 900 participants have been de-lisi@d repeated failure to publicly
disclose progress. While the integrity measures rid provide for qualitative
differentiation, they do ensure some solid protectiagainst free-riding, promote
ownership by participants, and offer incentivesdoality improvements over time.

In the meantime, a host of additional measureshiea introduced to expand
inducements at the point when the commitment iser{adrporate board approval is now
required along with the CEO commitment); to offeorsn implementation guidance for
organizational change (e.g. a line of tools andviiets related to performance models,
and special guidance by issue and principle); amdehcourage greater public
transparency and social vetting. At the same tithe, Global Compact Office has
introduced targeted incentives with to sustain dyica at the front-end (i.e., for
“leaders”), while providing scalable entry-leveatibrms.

c) Governance to support implementation

Government legitimacy and implementation accoufitglmonstitute the core
elements of Global Compact governance. They aeeitijrrelated to the basic contract
that constitutes the Global Compact.

While the Global Compact Office has acted on betiaihe UN and a former
advisory council has long represented the intedgparticipants, both business and
other partners, the need for a clearer definitioroles became evident as the initiative
grew globally and locally.
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measures. The Board also gives guidance to theaGtdimpact Office on broad
strategic matters. The current Board is very adivé meets at least twice per
year. Board members are also expected to act aspobias (a few of them,
however, do represent institutional interests, blgtthe employers and workers)
and, more recently, Board working groups have lmeeated to advance the core
issues of the Global Compact (human rights, labawu, anti-corruption). These
working groups have great potential to advance tataeding of best practices in
particular issue areas.
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partners in the implementation of the Global Comip&lce Board has made
important contributions in defining respective sobnd in building consensus.
Over the years, much trust has been built and fdynaeversarial positions have
given way to pragmatic cooperation. Nevertheldssjssue of how best to
involve civil society and labour remains an ongodh@llenge and broader
societal changes — for example, a new backlasmstg#eralization of trade and
investment, or trade-related issues around clirtlagmge — could easily ignite
fresh discontent which could spill over into theoldl Compact.

The Global Compact Office acts as a hub providungpsrt for the other
components, while also supporting growth and adwadés Executive Director is
appointed by the UN Secretary-General and theseclsar internal reporting line.
The Global Compact Office has the primary respalisilior brand and
participants-management on behalf of the UN. Furidedgh extra-budgetary
contributions, its activities are reviewed by Gawaents who provide funding
with the GA exercising progressive political ovgtdi The funding tool, the Trust
Fund, is subject to stringent UN rules and proceavith clear oversight and
financial accountability procedures. A recent Ol@fslit has confirmed the
soundness of financial management.

The Global Compact Office and the Board have aechosrking relationship.
While there is no direct reporting line between &lebal Compact Office and the
Board (non-UN entities cannot supervise UN enlijtiespractice the Global
Compact Office responds efficiently to the Boan@#guests and acts as a
secretariat for decisions regarding implementaéiocountability and other
consensus decisions. With the new Board workingggaow created this
cooperation is deepening even further.

The interagency team is part of the Global Compdutkages with the UN.
Dedicated staff members in various UN organizatimasiage the Global
Compact within their respective organizations amue act as guardians of the
principles. More recently, the Global Compact Has &een embraced by a
growing number of other UN entities, thus broadgnia reach as a value
platform in partnering with business. Ongoing wetpported by the Global
Compact Office — such as updating UN-business ¢jueke preparing
accountability tools for partnerships, developingyatem-wide website, offering
training opportunities through the UN staff colleyal other entities, and
organizing information sharing and learning encetst will further strengthen
the Global Compact as an entry platform for UN-ibess partnerships.
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