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Deloitte Touche South Africa
www.deloitte.com/za

South Africa

3,600

Professional Services

2007

Deloitte

Labour standards

Creating opportunities and
transforming practices

Deloitte Southern Africa is a professional services
company, headquartered in South Africa, provid-
ing audit, tax, consulting and financial advisory
services through over 3600 personnel, includ-
ing 250 partners and directors, in 17 offices.

The Challenge

The legacy of apartheid in South Africa is still
evident. Inequality in education and employ-
ment, although it has diminished, nonethe-
less exists. The South African economy and
society are undergoing a “transformation” that
aims to create equal opportunities for all in
the workplace. Every South African employer
has a role to play in this transformation.

Deloitte Southern Africa endeavour to main-
tain their reputation through the recruit-
ment and retention of the best people, while
meeting the company’s transformation objec-
tive. To this end, Deloitte provide world-class
learning and career development for all their
employees, thereby ensuring that they, their
clients and the market benefit as a result.

The Actions

Deloitte has a comprehensive, long-term trans-
formation strategy based on the philosophy of
organic growth - developing talent from within.
The company invests significantly in increasing
the pool of black candidates through comprehen-
sive bursary and scholarship programs, graduate
development, and work readiness programs.

The company invests $4 million per year in
education and training and awards bursaries

to 550 students every year. In addition to the
financial investment, all the students are offered
an opportunity to attend workshops on a range of
life and study skills while at university. Deloitte
also contributes yearly to The Nelson Mandela/
Unilever Post-Graduate Scholarship Fund for
students going to international business schools.

Deloitte trainee accountants are running an
initiative called Project Siyakhula on a voluntary
basis. The project aims to enhance the level of
accounting in previously disadvantaged schools
through tutoring on Saturday mornings.

In addition to educational and development
programs, Deloitte also focuses efforts on internal
management processes. Each Business Unit within

Deloitte must set annual diversity targets. The tar-
gets are closely monitored by the company’s Trans-
formation Advisory Board and senior leadership.

A number of diversity interventions, cultural
events and discussion forums are held throughout
the firm to support the transformation process.
These events include visits to historically signifi-
cant sites. Internally, discussion groups are held to
facilitate meaningful conversations between staff
at different levels, different races and genders.

The Benefits

Deloitte is creating opportunities for all
South Africans to excel, irrespective of col-
our. Through the measures described above,
Deloitte has increased the black staff propor-
tion from 30 percent in 2000 to almost 50
percent in 2007, and blacks in the partnership
from 6 percent in 2000 to 25 percent in 2007.

One of Deloitte’s “Shared Values” is strength
from cultural diversity, meaning that creativ-
ity and energy are unleashed in a diverse team.
Deloitte’s client base is becoming increasingly
diverse and the company'’s ability to play a role
as trusted business advisors is dependent on its
ability to build relationships across a dynamic
spectrum. With a more demographically repre-
sentative employee population, Deloitte is able
to draw on a much broader pool of talent and is
able to service the needs of a range of clients.
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- Daniel Vasella

= “Corporate Citizenship implies many
things that add up to

In the end, doing the right thing also
makes business sense.”
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Novartis AG

www.novartis.com

Switzerland

140

100,000

Pharmaceutical & Biotechnology

2000

) NOVARTIS

Labour standards

Implementing a living wage globally

— The Novartis approach

Novartis AG, headquartered in Basel, Switzerland,
discovers, develops and markets innovative prod-
ucts to treat patients, ease suffering and enhance
the quality of life. The Group’s medicine-based
portfolio is focused on strategic growth platforms
in innovation-driven pharmaceuticals as well as
on high-quality and low-cost generics, human
vaccines and leading self-medication OTC brands.

The Challenge

Especially in developing countries, legal mini-
mum wage levels do not always fulfill the basic
needs of a worker’s family. Novartis is determined
to ensure that salaries paid to all employees
worldwide are on the safe side of a “living wage”.

Despite the simplicity of the phrase, defining and
determining a “decent living wage” is anything
but simple. How far can labour standards be
stretched without creating a privileged labour
aristocracy, while leaving the poor majority

in a country no better off? Apart from such
fundamental challenges, the path to a gener-
ally accepted methodology for calculating a
decent living wage is paved with questions like:
What are normal needs and what is luxury?
What should be used as reference prices? How
are culturally required customs (e.g., religious
celebrations) to be dealt with? What part of the
monthly salary should be allocated for savings?

The Actions

In 2005, Novartis joined forces with the non-profit
business association Business for Social Respon-
sibility (BSR) to develop a replicable and credible
methodology to calculate living wage levels for the
over 60 countries where Novartis had a sufficient
number of employees to make the calculations
relevant. The methodology had to accommodate
variations between a spate of local factors, as well
as regional economic differences within countries.

BSR used a “market-basket” model that entailed
detailed surveys of the cost of items that a typical
family (which in itself is difficult to determine)
would need, including housing, food, education,
healthcare, etc. With one of the major problems
being non-existent or unreliable economic

data, BSR divided the Novartis organization
into OECD countries and developing countries.
For the latter, the calculations were based on

a study done in Mexico. Some countries com-
missioned local studies to review the Novartis/

BSR calculations of a living wage. A study on
behalf of Novartis India documented signifi-
cant variations in living wage between cities.

Finally, the calculation was checked against a
country’s minimum wage and average wage, as
well as existing calculations of a living wage,
where available. In addition, Novartis manage-
ment in each country was consulted, and in a
few instances, a living wage level higher than
the initial calculation was proposed, based on
local market-basket research. As a result, wages
were raised for 93 employees (out of more than
90,000) in early 2006, bringing the entire global
workforce in line with living wage levels.

As the first company in its industry to set a liv-
ing wage for its employees worldwide, Novartis
believes a pragmatic approach is the best way
forward. Novartis and BSR are working on pro-
cedures to update the 2005 calculations periodi-
cally, including adjustments for key factors such
as inflation. With the expansion of the program,
new challenges arise - particularly with regard
to how the living wage initiative can be applied
to third party suppliers. Novartis is currently
studying this issue together with on-site suppliers
in Switzerland. In the absence of examples, the
only way to move forward is to learn by doing.

The Benefits

Living wages contribute to community stabil-
ity and help to break the cycle of poverty. In
developing countries, households where parents
have higher average wages are less likely to
send their children to work, increasing school
attendance and chances to obtain better jobs.
At the same time, living wages help to attract
more skilled, productive, and loyal employees.

In general, Novartis’ living wage initiative spurred
internal and external acknowledgement for seri-
ous efforts to be a good corporate citizen. It is sim-
ply an essential element of the commitment to fair
working conditions Novartis has made as one of
the earliest signatories of the UN Global Compact.

United Nations Global Compact Inspirational Guide
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Company Name
LEGO Group

Website
www.lego.com

Headquarters
Denmark

Countries of Operation

30

Employees
4,900

Sector
Leisure Equipment and Products

Global Compact Signatory Since
2003

Labour standards

Building a supply chain approach
for improved labour conditions

The LEGO Group is one of the world’s larg-
est toy manufacturers, primarily focusing on
construction toys, the famous LEGO®© bricks.
It was established in 1932 and has since then
been dedicated to bring joy into children’s
lives through creative play material.

The Challenge

As globalization has increased, the LEGO Group
has, as most other companies, begun sourcing
their products and manufacturing from all
over the world, often from developing coun-
tries. This has increased the necessity for the
LEGO Group to look at more aspects than usual
when finding suppliers to the production.

Unfortunately, labour standards are not com-
monly known and practiced in every part of the
world, and suppliers in some countries fail to
ensure compliance with key International Labour
Organization (ILO) conventions that specify
labour standards. For responsible companies it
is not an option to sit back in complacency and
risk being accused of complicity in mistreat-
ing employees. In addition to cost, quality,

and service, companies now have to consider
labour practices when identifying suppliers.

The Actions

In 1997, the LEGO Group developed a set of
guidelines expressing the minimum require-
ments suppliers are expected to meet with regard
to labour standards, human rights, the environ-
ment and anti-corruption. These guidelines are
formulated in the LEGO Group’s Code of Conduct,
which is regularly revised - most recently in 2006.

Having a code is one thing, ensuring that
suppliers are living up to it is another. An
audit plan was therefore implemented to
regularly check up on supplier implementa-
tion and adherence to the rules in the Code
of Conduct. Over the years this command and
control approach showed limitations. Results
did not always live up to expectations.

Clearly there may be structural or cultural
conditions that hinder immediate compli-
ance with the requirements. Most importantly,
suppliers must be prepared to actively work to
eventually comply with the requirements.

New approaches were considered. For some
regions, the LEGO Group conducts a pre- con-
tract assessment of the supplier’s willingness
and ability to comply with the Code of Conduct.
If the assessment shows that the supplier is not
ready to work on relevant issues another sup-
plier is sought. Some assessments show that the
LEGO Group can enter into a contract with the
supplier, but there are areas where the supplier
should improve their performance (e.g. work-
ing hours, overtime pay). In these cases, a LEGO
Group employee will visit the supplier and
conduct a training session focusing on ways to
ensure compliance with the Code of Conduct.

The Benefits

Challenges regarding labour standards are com-
mon throughout the toy industry. Accordingly,
the International Council of Toy Industries (ICTI)
has taken aggressive steps to ensure that labour
standards are taken seriously. ICTI launched the
CARE (Caring, Awareness, Responsible, Ethi-

cal) Process in 2005, aimed at ensuring safe and
humane workplace environments for toy fac-
tory workers. Today more than 1,100 factories
representing more than 1 million workers are
registered in the CARE Process. The process uses
certification and audits to help factories focus on
labour standards. The LEGO Group has been an
active participant in ICTI and the CARE Proc-
ess. Through the efforts of CARE participants
and the LEGO Group, workers the world over

are destined for improved working conditions.

The LEGO Group has found that collaborating
with suppliers, involving training and dialogue, is
an effective means to improving labour condi-
tions. Joining efforts within the industry can help
multiply that impact. Improved labour practices
in the LEGO Group’s suppliers’ operations can
translate into improved productivity and reduced
reputation risks. Improved conditions industry-
wide can translate into an easier process when
the LEGO Group needs to find new suppliers.

United Nations Global Compact Inspirational Guide
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Gap Inc.
www.gapinc.com
USA

50

150,000
Specialty Retail

2003

Gap Inc.

Labour standards

Raising standards through transparency

Gap Inc. is one of the world’s largest specialty
retailers, with more than 3,100 stores around the
world. Gap Inc. operates four of the most recognized
apparel brands in the world - Gap, Banana Republic,
Old Navy and Piperlime. Gap Inc. sources its ap-
parel in approximately 50 countries worldwide.

The Challenge

Gap Inc. first began investigating conditions in
third-party garment manufacturers in 1996 on
the assumption that improving conditions in the
supply chain is a win-win endeavour - for the
world’s garment workers and for the company.

The root causes of poor working conditions in garment
factories are varied, complex, and difficult to isolate
and address. For a company that sources its products
from many different countries, the goal of achieving

improved working conditions is even more demanding.

To address these challenges, Gap Inc. realizes that it
must take a multi-pronged approach that incorporates
innovation and a willingness to learn and adapt.

The Actions

Gap Inc’s strategy for improving labour standards in
its supply chain focuses on four key priorities: factory
inspections, business integration, communication and
transparency, and collaboration and partnerships.

Gap Inc. employs a team of more than 90 people
around the world, most of whom are Vendor Compli-
ance Officers (VCOs), who visit factories and evaluate
compliance with Gap Inc.’s Code of Vendor Conduct,
which includes the four labour principles from

the Global Compact. In 2006, Gap Inc. VCOs con-
ducted 4,316 inspections in 2,053 garment factories
around the world. In addition, Gap Inc. VCOs held
approximately 1,500 formal and informal meet-
ings with factory managers to help factories address
the root causes of compliance issues, develop effec-
tive corrective action plans, and provide worker

or management training sessions where needed.
Factory performance data — including comparisons
over time — are published on the Gap Inc. website.

To better integrate labour issues into business, Gap

Inc. is assessing how its purchasing practices (e.g.,
lastminute design or quantity changes to prod-

uct orders) can affect working conditions.

In addition, Gap Inc. believes that talking about chal-
lenges is an important step toward resolving them. For
labour standards to improve over the long-term, com-
panies and stakeholders need to communicate openly

and honestly about their activities, successes, and
challenges. In 2004, Gap Inc. took the unprecedented
step of disclosing in its Social Responsibility Report the
level of labour violations it has found around the world.

The company also partners with a number of external
stakeholders on initiatives to help factory workers
better understand their rights, to encourage govern-
ments to strengthen the enforcement of their own
labour and environmental laws, and to foster dialogue
and collaboration among government, industry, trade
unions, and other workers’ rights organizations.

The Benefits

Bringing about long-term, positive change in global
working conditions is an immense task that will
require the collaborative efforts of many actors.

Gap Inc’s factory inspections have led to further discus-
sions and sharing of best practices to help factories
comply with its requirements. The inspections have
also led Gap Inc. to cut ties with scores of factories

that proved unwilling to make necessary changes.

Knowledge of Gap Inc.’s inspections and transpar-
ency helps to increase contract factory adherence

to international labour standards throughout the
supply chain. When more apparel companies join
Gap Inc’s efforts, the entire industry will move
toward better working conditions more quickly.

In such a competitive sector as retail, a solid reputa-
tion is a key competitive advantage. The negative press
heaped on Gap Inc. in the 1990s regarding labour
standards in its contract factories did not help the
company’s reputation. Although Gap Inc.’s Social
Responsibility Report generated headlines such as “Gap
admits factory abuses,” the company also received

an outpouring of positive response from the media,
employees and other stakeholders who appreciated

its candor. Once the situation was understood, Gap
Inc’s genuine commitment to improved labour
practices has helped to improve its reputation.

Better working conditions improve the efficiency of
Gap Inc’s supply chain. Workers who work where
their rights are respected tend to be more produc-

tive and deliver higher quality work than those

who are routinely mistreated. Although hard to
measure, Gap Inc. believes its efforts have had a
positive impact on the recruitment, retention and
performance of its own employees. Gap Inc. employees
are proud to work for a company that is commit-

ted to improving the lives of garment workers.
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Environment

Principle 7
Businesses should support a precautionary approach to
environmental challenges;

Principle 8
undertake initiatives to promote greater environmental
responsibility;

Principle 9
encourage the development and diffusion of
environmentally friendly technologies.

The environmental principles of the Global Com-
pact are based on the Rio Declaration on Environ-
ment and Development (also known as Agenda
21) that was adopted in 1992. The Rio Declaration
maintains that sustainable development requires
a precautionary approach to environmental
protection. The precautionary approach means:
“Where there are threats of serious or irreversible
damage, lack of full scientific certainty shall not
be used as a reason for postponing cost-effective
measures to prevent environmental degradation.”
The Rio Declaration defines environmentally
friendly technologies as those that: “Protect the
environment, are less polluting, use all resources
in a more sustainable manner, recycle more of
their wastes and products and handle residual
wastes in a more acceptable manner than the
technologies for which they were substitutes”.

During the past few decades many businesses

have started recognizing their role in reducing
negative environmental impacts and contributing
positively to improve the environment. No doubt,
complying with regulations is a strong driver of
industry action. However, improving the envi-
ronmental performance of a company also brings
with it a number of benefits. Energy efficiency and
waste reduction decrease operating costs. Pollu-
tion control and spill prevention reduce liabilities.
Financial markets are leery of businesses exposure
to environmental risks. Environmental manage-
ment systems can unlock productivity gains. Con-
sumers are becoming increasingly interested in
environmentally friendly products ands services.
Taken together, the positive outcomes for business
of assuming a dedicated environmental responsi-
bility, help companies retain their social license
to operate and often gain competitive advantages.

United Nations Global Compact Inspirational Guide

While some industry sectors are especially
exposed to specific environmental issues such as
climate change or water use, there are some chal-
lenges that most companies are confronted with
when translating Principles 7 to 9 into action:

» The extent to which companies internalizes
environmental externalities, considering existing
applicable laws, the enforcement of these laws,
the impact of relevant market mechanisms, and
the performance standards of its competitors.

e The uncertainty regarding the financial
payback period for some investments that
reduce environmental impacts. As intangible
benefits might outweigh tangible ones, manag-
ers must supplement the typical business case
argument for action with additional rationale.

 The difficulty for businesses to access relevant
information to guide the choice of environ-
mentally sound technologies. The problem
is not the availability of such technologies
(there are numerous innovative technologies
available), but rather the determining which
ones are best suited for the company.

* Avoiding guilt by association, and en-
suring that the company’s suppliers and
distributors are achieving similar lev-

els of environmental performance.

* Determining appropriate action to environ-
mental challenges where regulatory uncertainty
exists or where the consequences of inaction
have not yet been scientifically proven. Precau-
tion involves the systematic application of risk
assessment, risk management and risk commu-
nication. Deciding on the “acceptable” level of
risk involves not only scientific evaluation and
economic cost-benefit analysis, but also political
considerations, such as public acceptability.
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Company Name
Telefénica SA

Website
www.telefonica.es

Headquarters
Spain

Countries of Operation
24

Employees
220,000

Sector
Telecommunications

Global Compact Signatory Since

2002

Jelefond

Environment

Moving ahead of regulation

Telefonica is a world leader in the telecom-
munication sector, with presence in Europe,
Africa and Latin America. As of March 2007,
Telefénica had 206.6 million customers. Tel-
efénica is an integrated carrier with one of
the largest market shares outside of its origi-
nal market and is the leading carrier in the
Spanish-Portuguese-speaking market.

The Challenge

Widely varying regulatory frameworks within na-
tional contexts pose significant challenges for mul-
tinational corporations when it comes to ensuring
compliance with environmental regulations. For
Telefénica, compliance is just a start. In addition
to this essential task, Telefénica strives to move
their operating units along a continuous improve-
ment path toward greater environmental responsi-
bility and performance. A common approach

is needed to ensure consistently good results.

The Actions

To apply a common environmental manage-
ment methodology throughout the company,
Telefénica approved “Minimum Environmental
Requirements” in 2004. The requirements enable
standardized practices throughout the different
units in the company, regardless of their activ-
ity, the geographical area where they operate,
and the applicable legal requirements. With
these internal requirements, Telefénica moved
ahead of the growing regulatory requirements
that affect their widely dispersed operations.

The Minimum Environmental Requirements have
a twofold objective: i) setting the minimum crite-
ria to be met by all Telefénica units worldwide to

ensure responsible behaviour, and; ii) to establish
common denominators amongst Telefénica units.

The requirements are mandatory for all operat-
ing units; however, each unit has the flexibility
to implement the requirements based on their
specific environmental impacts. To help the
operating units correctly implement the require-
ments, five broad steps for action were developed:
make an environmental commitment; identify
legal requirements; follow up and measure;
improve behaviour; and pursue ISO certification.

An Environmental Unit was established at the
corporate level to help ensure the Minimum
Requirements are implemented. The Environ-

mental Unit works with local internal environ-
mental committees, who address daily environ-
mental management issues. These committees
are encouraged to suggest policies or actions to
protect the environment and to advance imple-
mentation of the Minimum Requirements.

Telefénica’s internal audit group reviews progress
on and compliance with the Minimum Require-
ments. The operating units are then expected to
develop an action plan to address areas where

the Minimum Requirements were not fully met.

In 2003, Telefénica joined GeSI (Global e-Sustain-
ability Initiative), a think-tank endorsed by UNEP
to promote sustainability in the telecommunica-
tions and electronic industry sectors. Voluntary
commitments like GeSI are seen as an opportunity
by Telefénica, as they set the way to scale up envi-
ronmental management, help anticipate upcom-
ing legislation in some countries while at the
same time facilitate meeting the requirements.

The Benefits

Since adoption of the Minimum Requirements,
Telefénica has improved its data tracking

and reporting, leading to better informa-

tion for its stakeholders to make decisions,
(especially the increasingly demanding cri-

teria from socially responsible investors).
Telefénica realizes that establishing a consistent
approach to environmental management is a
crucial first step in the continuous improvement
journey. Although society does not immediately
benefit from the adoption of the Minimum Re-
quirements, the longer-term outlook for enhanced
environmental conditions is vastly improved.

The Minimum Requirements allow Telefénica
to track the progress of its different units,
taking into account the diverse local start-
ing points. It has enabled better performance
measurement. And of course, what gets meas-
ured gets managed. Finally, Telefénica feels
that the Minimum Requirements are keeping
them ahead of government regulations.
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Company Name
Westpac

Website
www.westpac.com.au

Headquarters
Australia

Countries of Operation
Australia, New Zealand and

the Pacific region

Employees
27,000

Sector
Finance & Insurance

Global Compact Signatory Since
2002

Wi Festpac

Environment

Greening the finance sector

Founded in 1817, Westpac was the first com-
pany and the first bank to be established in
Australia. Today Westpac is one of the largest
banking organizations throughout Australia,
New Zealand and the Pacific region, with offices
in key financial centers around the world.

The Challenge

Westpac’s Environmental Policy Statement was
first published in 1992, and revised in 2001.
Initially, Westpac focused on minimizing its own
footprint by increasing energy efficiency and re-
ducing resource consumption. However, it quickly
became apparent that the bank’s real opportunity
to influence significant environmental outcomes
lay in its mainstream lending and investment
activities. In particular, Westpac has the abil-

ity to reach deep into the community through

its millions of customers and more than 1,000
branches. The main challenge is to help custom-
ers understand the often imperceptible connec-
tions between everyday financial products and
services and tangible environmental outcomes.

Westpac’s approach is to expand their positive im-
pact exponentially through its customers, supply
chain, and business partners after the company
has improved its own environmental performance.

The Actions

Westpac’s approach is not to position these
products and services outside the mainstream
banking experience. Embedding environmental
considerations into standard products and services
was deemed to be more effective than establish-
ing a separate stream of products that could

easily be overlooked by the average consumer.

For example, the Westpac EcoNomical Living
Program was made available to all mortgage
customers to reduce their environmental
footprint and save money on utility bills. The
program features discounts and rebates on a
range of environmentally friendly initiatives
such as home insulation, green electricity, solar
hot water systems, and rain water tanks.

Westpac has partnered with private sector
organization Easy Being Green to assist credit
card customers help the environment, by
using standard rewards points to purchase
energy and water-saving devices or offset
greenhouse emissions and go carbon-neutral.

Westpac is also enabling farming customers to
take advantage of emerging emission offset oppor-
tunities and obtain income for re-vegetating their
land through the Landcare CarbonSmart program.

“E-statements” provide customers with the
option to receive electronic banking state-
ments. One of the most successful programs
implemented to date, almost 200,000 custom-
ers have now opted out of paper statements.

Westpac is also active in publicly communicating
and advocating around environmental issues. The
company is one of the founding organizations of
the Australian Business Leaders Roundtable on
Climate Change. In 2007, Westpac implemented a
comprehensive campaign promoting sustainabil-
ity performance and broader responsible business
practices. Customers are engaged through an
innovative website www.everygeneration.com.au
and strongly encouraged to seek environmentally
sound outcomes from their financial institutions.

The Benefits

Since 1996 Westpac has succeeded in reducing
direct greenhouse gas emissions by over 45%. By
providing its customers with tools to reduce their
environmental impacts, Westpac has taken the
next step in encouraging environmental responsi-
bility. By embedding environmental components
into existing products and services, Westpac is
integrating environmental considerations into
its customers’ lives. Although Westpac does not
have statistics on how its numerous customer
programs have reduced environmental impacts,
it is easy to see how they will multiply the posi-
tive results of Westpac’s internal initiatives.

There are obvious financial benefits to environ-
mental programs. Westpac’s E-statement program
has reduced operating costs by $800,000, saved

41 tonnes of paper, and prevented more than 103
tonnes of greenhouse gas emissions. Customers
are increasingly choosing to do business with
companies they see as making a difference. In the
competitive global banking industry, Westpac sees
the integration of environmental principles into
its mainstream investment and lending activities
as a key opportunity to provide better services
than its competitors to achieve long-term success.
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- José Sérgio Gabrielli de Azevedo

S “Petrobras has played its social and
environmental role on the basis of the
ten principles of the UN Global Compact.
We believe that sustainable development
needs the contribution of different seg-
ments of society including communities”



® 40

Company Name
Petrobras

Website
www.petrobras.com.br

Headquarters
Rio de Janeiro, Brazil

Countries of Operation
23

Employees
62,266

Sector
Oil & Gas

Global Compact Signatory Since

2003

I-’h’l PETROBRAS

Environment

Improving living conditions to reduce risks

Petrobras is a Brazilian energy company operat-
ing in several areas ranging from oil and gas
exploration, refining, and supply through to
distribution. Petrobras produces an output of
more than 2 million barrels of oil equivalent
per day, is a major distributor of oil products
and also owns oil refineries and oil tankers.

The Challenges

Many of Petrobras” products are, due to their very
nature and usage, potentially capable of causing
air, soil and water pollution. Among risks associ-
ated with the oil transporting pipelines are for ex-
ample leaks caused by damage from a third party.
Environmental risks resulting from oil production
and transport can cause major impact on the
quality of human life in the corresponding region.

Some communities surrounding the long stretches
of pipelines are categorized as low-income com-
munities, with many inhabitants living below the
poverty line. Poor communities are more sensitive
to changes and are generally more severely af-
fected by negative impacts due to their limited
financial, institutional and human resources.

The Actions

Petrobras is involved in a range of programmes

to reduce the possibility of negative impact of its
operations. All undertakings that have potential
environmental impacts undergo precautionary
studies, preceded by viability studies that consider
the technical, environmental and social and eco-
nomic aspects of the project. Using technology, the
company obtains information referring to relief,
vegetation, protected areas, type of soil, hydrology,
slope, population groups and river courses to ac-
curately identify environmentally sensitive areas.

Petrobras seeks to mitigate the potential negative
impact and enhance its positive impact on the
communities surrounding the pipelines. In 2005,
the company launched the ‘The Agro ecological
Family Farming Project along Pipelines Right Of
Way (Stretches)’ as a part of the broader Petrobras
Zero Hunger Program, designed to improve the
living conditions of the low income communities.

Implemented by PETROBRAS TRANSPORTE
in partnership with Instituto Terra de
Preservacao Ambiental (ONG) and Onda Verde
(ONG), the project has two main objectives:
preserve the environmental sustainability of

the pipelines stretches and provide income
and job generation for low income communi-
ties in Nova Iguacu and Duque de Caxias,
municipalities of the state of Rio de Janeiro.

The program consists of a five-module
agro-ecological production unit, cover-
ing a production area of 96,000 m? attend-
ing directly 100 farming households.

The Benefits

Petrobras recognizes that communities with better
living conditions are better equipped to deal with
potential consequences of environmental risks.
The Agro Ecological Family Farming Project Along
Pipelines aims at preserving and improving the
quality of human life along pipeline stretches
while maintaining the quality of pipeline op-
erations so as to prevent possible damage to the
environment, in compliance with the safety and
environmental standards. The project also assists
low-income households by providing technical
support and financing, to promote social mobili-
zation and participative planning and to create
alternative means of job and income generation.

As recognition, the project has won the
Social and Environmental Responsibility
Award and the Global Award at the Interna-
tional Pipeline Conference & Exhibition
2006 Calgary, Canada as the most outstand-
ing innovation in the Pipeline Industry.
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Company Name
Veolia Environnement

Website
www.veoliaenvironnement.com

Headquarters
France

Countries of Operation
66

Employees
270,000

Sector
Environmental services

Global Compact Signatory Since
2002

) veoua

MNVIROMMNEMEMNT

Environment

Controlling emissions from waste

Veolia Environnement provides environmental
services in the areas of water management, waste
management, energy management and passenger
transportation. With more than 270,000 employ-
ees the company has operations all around the
world and provides tailored solutions to meet the
needs of municipal and industrial customers.

The Challenge

Most of the attention for reducing greenhouse
gases (GHGs) has been directed at the burning

of fossil fuels for industry and transportation.

But practically every sector in society can do
something to reduce GHGs. There is considerable
potential to reduce or avoid GHG emissions in

the processes required to deliver environmen-

tal services such as the production of heat, the
management of water and wastewater sludge
treatment, the management of incineration plants
and landfills, and the transportation of people and
freight. In today’s regulatory environment, it’s im-
portant not just to make GHG reductions but also
to be able to document and get credit for them.

The Actions

As an environmental specialist, Veolia Environ-
nement can play an active role in combating
GHGs through the reduction of both its own
direct emissions and those of its clients who have
delegated the management of their water, waste,
transportation and energy services to Veolia.

Regarding the direct GHG emissions from Veolia,
converting fossil energy (gas, coal, oil) into
thermal energy is the activity with the greater
impact. The company is also committed to giving
priority to renewable or byproduct energies.

Relatively speaking, Veolia Environnement
does not generate significant GHG emissions
from its own operations. However, when pro-
viding environmental management services
for clients, the company often identifies op-
portunities to make GHG emissions reduc-
tions. One such example is Veolia’s contract
to provide waste management services for
the Governorate of Alexandria in Egypt.

Veolia Environnement provides integrated man-
agement for one million tonnes of waste generated
yearly in Alexandria, from collection and clean-
ing to treatment, final recycling and agronomic
amendment, and rehabilitation of old dump sites.

Veolia Environnement determined that there was
a tremendous opportunity to reduce emissions
from waste incineration and landfilling. The
company is installing systems for capturing and
managing biogas at two landfills to reduce meth-
ane emissions. Methane is 21 times more potent
than carbon dioxide as a global warming gas.

To ensure that the GHG reductions qualify
under the Clean Development Mechanism
(CDM) of the Kyoto Protocol, Veolia Environne-
ment registered the project and is measuring
reductions closely. Qualifying projects generate
emissions credits for the company, which can
be used to meet regulations or sold to others.

The Benefits

In addition to the obvious health benefits from
improved waste management, the project should
enable a GHG emission reduction equivalent

to approximately 3.7 million tonnes of carbon
dioxide over a 10-year period (2005-2015). This
project has allowed Veolia Environnement to gain
solid expertise in the development and certifica-
tion of CDM projects. Veolia Environnement can
now implement similar projects more broadly,

to meet this unprecedented global challenge.
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“There 1S consi-
derable potential
to reduce or avoid
GHG emuissions 1n
the processes
required to deliver
environmental
services.”
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Ant1 — Corruption

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

With the adoption of the United Nations Conven-
tion against Corruption in 2003, an important
global tool to fight corruption was introduced. The
Convention is the underlying legal instrument for
the 10th principle against corruption. The 10th
principle was added to the Global Compact in June
2004 and commits Global Compact 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 create a more
transparent and corruption-free global economy.

Corruption is a major hindrance to sustainable
development, with a disproportionate impact
on poor communities. It is corrosive to the very
fabric of society. Through corruption, resources
are diverted to improper use, and the quality of
services and materials used for development are
seriously compromised. The impact on poorer
communities struggling to improve has been
devastating. Corruption has led to environmental
mismanagement, undermined labour standards
and restricted access to basic human rights.

The impact of corruption on the private sector is
considerable, and there are many reasons for why
itis in a company’s business interest to ensure that
it does not engage in corrupt practices. Corruption
impedes economic growth, distorts competition
and entails serious legal and reputation risks. It

is a misuse of corporate assets. Corruption is also
very costly for business, with the extra financial
burden estimated to add 10 percent or more to the
costs of doing business in many parts of the world.
Business depends on free and fair competition.
The private sector also has a vested interest in
sustainable social, economic and environmental
development

In short, the business community has a major stake
in developing winning strategies to combat cor-
ruption, and voluntary initiatives such as the UN
Global Compact can help to augment positive forces
of change while complementing what Governments
do or do not do.
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While some companies, especially those operating
in countries known to have high rates of corrup-
tion, are especially exposed to the issue, there are
considerations that challenge all companies striv-
ing to translate Principle 10 into action:

* In places where it is routine business practice to
offer bribes, and all of the competition is doing it,
what should a company committed to the Global
Compact principles do?

* Should companies disclose incidents of corrup-
tion in their public reports? What impact might
this action have on reputation?

 In which cases would political contributions be
considered unethical?

* How can a company be sure that it’s not indi-
rectly involved, through suppliers or agents for
examples, in corrupt practices?

* How can companies ensure that facilitation
payments — if allowed — don’t lead to company
to develop a corporate culture that also tolerates
bribe paying?
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Company Name
Novozymes

Website
WWW.novozymes.com

Headquarters
Denmark

Countries of Operation
130 countries

Employees
4,500

Sector
Pharmaceutical and Biotechnology

Global Compact Signatory Since
2001

novozymesg“®

Anti - Corruption

Translating global values into local practice

Novozymes is the biotech-based world leader in
enzymes and micro-organisms. With more than
100 types of enzymes and microorganisms and
more than 700 different products Novozymes
has the largest product portfolio in the world.

The Challenge

When implementing the Global Compact principle
on anti-corruption, a key challenge to companies
operating in many parts of the world is striking
the delicate balance between two conflicting
objectives: upholding international consistency

on the one hand and adapting to and appreciat-
ing local cultural traditions on the other.

Novozymes has handled this challenge in a
systematic and values-based way that enables
the company to document compliance with the
Global Compact principle on anti-corruption,
while at the same time addressing both risks
and opportunities related to anti-corruption.

The Actions

Novozymes’ corporate anti-corruption meas-
ures go well beyond ensuring law compliance
only. The measures are defined in a corporate
quality management standard, outlining anti-
corruption principles as well as a management
system comprised of three pillars. Employees
have to comply with this management stand-
ard as part of their employment terms.

Six corporate anti-corruption principles
outline Novozymes’ values of responsibil-
ity, accountability, openness and honesty.
The principles take the following form:

* Bribes: We do not give or accept bribes.

« Facilitation payments: We pay only re-
luctantly to expedite public services.

* Money laundering: We do not assist in laun-
dering money from criminal activities.

* Protection money: We do not pay
criminals for protection.

 Gifts: We do not give or receive big gifts.

* Political and charitable contributions: We
do not give money to political parties but
sometimes we contribute to charities.

The principles can be clarified by the means of
local adaptation rules that allow Novozymes’

local operations to adapt to and appreciate local
cultural tradition. Local operations cannot change

the corporate principles, but they can outline
what the principles mean in their specific context
(e.g. clarify what constitutes an unacceptable gift).

Novozymes’ corporate quality management
standard also defines three pillars of a cor-
porate anti-corruption management system.
The management system provides employees
with the possibility of seeking guidance and
anonymously raising concerns about poten-
tial breaches of Novozymes’ principles. It also
requires employees to report facilitation pay-
ments as well as big gifts given and received.

To avoid creating new bureaucracy, the roles,
responsibilities and procedures of the anti-corrup-
tion management system have been integrated
into existing management systems. The only new
entity is a corporate committee on business integ-
rity, consisting of vice presidents from sales and
marketing, finance and legal affairs. This commit-
tee is responsible for ensuring the effectiveness of
Novozymes’ corporate anti-corruption measures.

The Benefits

Taking a systematic and values based ap-
proach to anti-corruption enables Novozymes
to document compliance with the Global
Compact principle on anti-corruption while
at the same time addressing both risks and
opportunities related to anti-corruption:

Competitive advantages

Risk management

* Ensuring alignment with customer expectations
¢ Safeguarding reputation and risk management

* Meeting demands of ethical investment funds

* Providing documentation to auditors

¢ Preparing for future legislation

¢ Ensuring compliance with laws and regulations

For further information, see Novozymes’
case study in Global Compact’s recent pub-
lication titled “Business Against Corrup-
tion - Case Stories and Examples”, avail-
able on the Global Compact website.
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Bribery — no thanks!
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Company Name
Total

Website
www.total.com

Headquarters
France

Countries of Operation
130

Employees
95,000

Sector
Oil and Gas

Global Compact Signatory Since
2002

ToTAL

Anti - Corruption

Start with a code

Total is a global oil and gas company, with activi-
ties in more than 130 countries in the world, and
a total of 95.000 employees, on all five continents.
Total engages in all aspects of the petroleum in-
dustry (oil and gas exploration, development and
production; refining, marketing and the trading
and shipping of crude oil and petroleum products).
Total also produces base and specialty chemi-

cals for the industrial and consumer markets.

The Challenge

For an international company dealing with large
sums of money, in an environment characterised
by tough international competition, dealing with
numerous cultures and legal frameworks and with
long-term operations hosted in weak governance
zones, the potential for corruption is real. Particu-
lar attention is therefore required at all stages of
business and commercial development to ensure
that Total operates ethically wherever it goes.

The Actions

Creating an anti-corruption policy is one thing

- actually implementing it is the real thing. An ef-
fective anti-corruption program involves establish-
ing a central Code of Conduct and being commit-
ted to its application in different local contexts. In
a pragmatic fashion, Total follows an “awareness-
monitoring-support-verification” approach to
anti-corruption. Emphasis is placed on integrating
anti-corruption processes based on their Code of
Conduct overseen by an Ethics Committee, and
supported by awareness raising and audits.

Total’s Code of Conduct articulates the funda-
mental values that underpin all of its activi-
ties, and specifies related operating principles
and commitments. Since the Code’s inception,
429,000 copies have been issued, in 16 lan-
guages. Total’s business segments and subsidi-
aries have adapted the overarching corporate
principles to create their own codes of behav-
iour, which contain more specific provisions
required by the local or operational context.

The Ethics Committee is independent of Total’s
other organizations and reports directly to

the CEO. It promotes the values and princi-
ples enshrined in the Code of Conduct; raises
employee awareness through ethics seminars
(38 seminars in 20 countries involving more
than 2,200 managers); provides advice and
support to any employee facing an ethical

dilemma; and makes recommendations to
management regarding ethical matters.

Employees who face a corruption dilemma or

who are unsure of how to handle a particular
situation are encouraged by the Code of Con-

duct to seek help from their supervisor. Ethics
seminars provide supervisors with advice on how
to support employees in resolving their dilem-
mas. In addition, employees can refer issues
directly to the Ethics Committee, to seek advice or
present a problem, with a guarantee of complete
confidentiality and without fear of reprisal.

Total has launched a program of ethical audits of
its operations across the world, to assess imple-
mentation of the Code and to identify best prac-
tices and potential non-compliance. Independent
auditors are evaluating more than 40 subsidiaries
by examining 84 key processes, of which about 20
are directly related to corruption. Any irregulari-
ties are reported to the Ethics Committee and the
unit concerned. The process includes a follow-up
and monitoring of the corrective measures taken.
Relevant best practices are collected and shared
with other units using a dedicated Web database.

The Benefits

At a global scale, having a strong anticorruption
programme initiated by senior management
gives a sound in-house message on the reality of
the company’s commitment to fight and prevent
corruption. When the internal framework is
visible and credible, based on relevant processes
and systems, it is a leverage effect for individu-
als. They gain confidence, empowerment, and
adopt good reflex on dilemmas. To be effective, an
anticorruption programme starts with employee
endorsement. From training to whistle blowing,
from risk analysis to field operations due dili-
gence, each step of an anticorruption programme
plays a key role in the success of this programme.

Total has found that a forceful and structured ap-
proach to ethics in general is invaluable in helping
to frame, consolidate and extend anti-corruption
measures while also providing employees with a
clear reference code on which to model behaviour.
Bringing declarations of principle down to the per-
sonal level translates words into action and gives
Total’s policy the flexibility it needs to succeed.

United Nations Global Compact Inspirational Guide
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ment to the Principles i1s incorporated in
other future agreements as a means for
collective action to set the anti-corruption
focus 1nto a wider universe of businesses.”



Company Name
Statoil ASA

Website
www.statoil.com

Headquarters
Norway

Countries of Operation
15

Employees
25,500

Sector
Oil & Gas

Global Compact Signatory Since

2000

O STATOIL

Anti - Corruption

Incorporating the Principles into Agreements

Statoil is the largest energy company in Scan-
dinavia, headquartered in Norway. Statoil is
one of the major net sellers of crude oil in the
world, and a major supplier of natural gas to
the European continent. Statoil also operates
around 2000 service stations in 9 countries.

The Challenge

For companies doing business in some of the
more unstable societies around the world, often
characterized by inadequate governance systems,
it is a major challenge to achieve high levels of
adherence to internationally accepted ethical
standards. Moreover, countries that derive their
income mostly from natural resources tend to
be characterized by higher levels of corruption.
For Statoil it is imperative that the company
employs the same values and principles when it
comes to human rights, labour rights, environ-
ment and anti-corruption in all countries in
which it operates. However, in some countries
these principles have not been codified to the
same degree, or legal enforcement is lacking.

The Actions

In 1992 Statoil entered Nigeria and has since
gained operatorship and participation in several
licences in the country. Statoil was awarded 45%
equity in the 2005 round in the block of choice
together with Petrobras as operator, and ASK

as local content vehicle company. The production
sharing contract was signed with the government
February 2006. The three companies subsequently
negotiated a Joint Operating Agreement (JOA). A
JOA is standard in the oil and gas industry, regu-
lating the rights and duties of the license owners
and also sets standards for the conduct of busi-
ness partners and towards governmental bodies.

During the JOA negotiations, Statoil proposed to
include a clause that required all JOA parties to
adhere to the ten Global Compact principles as it
believed it would be a good tool to help regulate
and set a standard of conduct and governance. The
proposal would also apply to contractors and busi-
ness partners doing or seeking to do business with
the block owners. The proposal was supported by
Petrobras and ASK and the agreement between
the parties was signed in August 2006. This was
the first time the Global Compact principles were
incorporated in a JOA or in any other oil and gas
agreement between international companies.

The Benefits

Corruption is one of the most important factors
behind the so-called resource curse and maybe the
single most important factor stopping resources
turning into societal development. Extending
ethical business practices beyond the non-resident
international companies to local enterprises can
bring about widespread change. An agreement
committing to the principles makes the likeli-
hood of success higher than a one-off special
program. The agreement approach is a tool that
can be used to set an anti-corruption focus into
an operating practice for a wider universe of
businesses. It may also be a useful tool where
international business practices are shared more
widely with the indigenous business community.

Incorporating the principles in the JOA ensures
that companies share a common understand-

ing of how to work together in accordance with
international business standards. Committing

to the Principles in addition to the usual oilfield
business practices and standards used in JOAs
ensures that the operations are carried out within
a framework that will benefit both the partners
and the society impacted by the operations.

The society will know what to expect from the
companies, and in return the company sets a
benchmark on what they expect by the suppliers.
Statoil recognizes the importance of creating last-
ing values for our host societies in order to build
sustainable business conditions for the long term.

United Nations Global Compact Inspirational Guide
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Name
Business Pact for Integrity and
Against Corruption

Website
www.empresalimpa.org.br

Headquarters
Brazil

Anti - Corruption

Joining forces to fight corruption

The Business Pact for Integrity and Against Corrup-
tion was initiated to reduce corruption in Brazil

by increasing transparency in relations between
the public and the private sectors. The pact was
formally launched on June 22, 2006 as a result of

a partnership between the Ethos Institute of Busi-
ness and Social Responsibility, the UNODC, UNDP,
WEF and the Global Compact Brazilian Commit-
tee with the support of the Ford Foundation.

The Challenge

In the past few decades, the population of Brazil
has enjoyed great economic and social progress,
but at the same time has also lamented the
destructive effects of corruption. Many cases

of corruption have occurred in different states
and municipalities since the early 1990s. Legisla-
tors and leaders of the executive branch have
had their mandates revoked and have suffered
penal sanctions. Public agency and judiciary
officials have also been investigated. The press
continues to publish accusations involving
executive, legislative and judiciary officials, as
well as public and state companies. Within such
a context, trust evaporates. Business activi-

ties can become inefficient and uncertain.

To jointly address these challenges, a group of
Brazilian businessmen proposed to establish
the pact at the Stock Exchange in Sao Paulo

in December 2005. The pact was subsequently
developed by the Ethos Institute of Business and
Social Responsibility together with its partners.

The Actions

The Pact promises to be one of the strongest
mechanisms for integrating anti-corruption
practices into business through self-regulation.

The Pact is based on the Ethos Institute Letter of

Principles of Social Responsibility, the UN Conven-

tion against Corruption, the Global Compact 10th
principle, the OECD (Organisation for Economic
Co-operation and Development) Guidelines for
Multinational Enterprises, and input from related
seminars in Sao Paulo and Rio de Janeiro in 2005.

Specifically, companies make six com-

mitments when signing the Pact:

1. Make corruption laws and regulations
become known internally.

2. Publicize and provide guidance on legal prin-
ciples applicable to the organization’s activities.
3. Prohibit any form of bribery.

4. Regulate contributions to political campaigns.
5. Publicize its adherence to the Pact.

6. Investigate possible cases of corruption.

The commitments are designed to bring transpar-
ency to the companies’ transactions, particularly as
they relate to contributions to electoral campaigns.

Aregional mobilization strategy is used to ensure

that the Pact is truly a national initiative. The Pact
has been launched in partnership with local busi-

ness organizations in numerous Brazilian states.

To bring the Pact to life, the organizers have
developed an associated website (www.empre-
salimpa.org.br) called Clean Company. The idea
is to show, through news and data, how corrup-
tion damages the development of a country.
Pact signatories are encouraged to contribute
case studies for the website that demonstrate
concrete actions taken to fight corruption.

The Benefits

Corruption destroys the possibility of reduc-
ing inequalities and sabotages the prospect
of growth and sustainable development. In-
deed, the successful Pact publicity campaign
uses the tagline “Either Brazil destroys cor-
ruption or corruption destroys Brazil”.

To function efficiently, the economy needs trans-
parency and the assurance that companies and
government officials conduct affairs ethically.
Companies that proactively tackle corruption
will strengthen their competitive position.

By the end of April 2007, almost 350 companies
and 75 organizations had joined the Pact.
There is a strong sentiment within Bra-

zil that business commitment to the Pact

will bring about transformation.
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“Corruption
destroys the
possibility of
reducing
inequalities
and sabotages
the prospect o
orowth and
development”
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Partnerships for
development

In addition to asking companies to implement the
ten principles, the Global Compact encourages
participants to engage in partnership projects in
support of broader UN goals, in particular the Mil-
lennium Development Goals. Together, these two
complementary objectives of the Global Compact -
encouraging internal implementation of princi-
ples and participation in partnerships — constitute
the comprehensive concept of good corporate
citizenship promoted by the Global Compact.

For decades, the international community has
developed strategies and implemented programs to
improve the lives of people in developing countries.
But Long-term poverty reduction in developing
countries cannot happen without sustained eco-
nomic growth, which inevitably requires a strong
business sector. While governments must lay the
foundation for long-term economic growth, busi-
ness actors - through investment, partnerships,
trade, and other engagement — create the employ-
ment, the revenues, the markets and the value-
added goods and services that allow developing
countries to benefit from economic globalization.

Business also has a vital interest in development.
Apart from companies’ immediate business inter-
ests, poverty reduction and economic growth help
stabilize the societies and markets where companies
operate. Moreover, companies that take initiatives
to promote development contribute to ensuring the
existence of a healthy and dynamic labour force.

However, companies operating in developing coun-
tries can face challenges that may be difficult for
the company to address alone, and might require
knowledge and competencies that the company
does not have access to internally. One solution

is to get access to this knowledge and expertise
through partnering with external stakeholders.
Cross-sectoral partnerships can make it possible

to overcome difficult challenges, and can make
efforts more effective by combining resources and
competencies in innovative ways. Partnerships can
further enable actors to better achieve their indi-
vidual objectives by leveraging, combining, and
capitalizing on their complementary strengths
and capabilities.
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The basic concept of partnerships is simple and
straightforward - to identify common ground
between the private and the public sectors and
to combine the skills and expertise of the private
sector with the public sector’s legitimacy and
knowledge of development issues.

Partnerships do in no way undermine the author-
ity and legitimacy of governments, nor do they as-
sume overwhelming self-sacrifice from the private
sector. Instead they focus on the many areas where
private sector actors and public sector institutions
could engage in a win-win relationship, such as
poverty reduction, health, education and commu-
nity development.

The examples presented on the following pages
show how four companies and other stakehold-
ers have partnered to capitalize on each others
strengths to address their individual and mutual
objectives - to create at the same time value for
business and for society.
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Global Alumina

www.globalalumina.com

USA /Canada

100

Metals & Mining

2004

Global
¢ Alumina

Partnerships for development

Improving footprint through

stakeholder engagement

Global Alumina was created in 2000 to develop the
vast bauxite resources of the Republic of Guinea in
aresponsible, sustainable manner. Guinea pos-
sesses more bauxite, the raw material for alumi-
num, than any other country in the world. Global
Alumina was formed to develop one of the largest
greenfield alumina refineries in the world.

The Challenge

Although it possesses vast natural resources, by
any measure Guinea is one of the least developed
countries in the world. It has low literacy rates,
and inadequate facilities for transportation, edu-
cation, communications, and health care.

Global Alumina is, together with other business
partners, developing a new alumina refinery in
Guinea that will require about 10,000 workers dur-
ing construction and 1,300 workers during opera-
tions. Many employees need to be highly skilled and
trained. In order to maximize the benefits for the
country and fulfill its sustainability goals, Global
Alumina wants to employ as many Guineans as pos-
sible during all phases of the project. However, the
company faces a difficult challenge due to the lack
of training and experience available in the country.

The refinery will be constructed on 1,000 hectares of
land in an area previously used for subsistence farm-
ing. The company must be able to replace the liveli-
hood activities for the affected people in this area.

The company will operate in Guinea for the next ap-
proximately 100 years, and must be a consistent, good
neighbour if it expects the local villagers to cooperate
through construction and operation. However, it must
also avoid creating a dependency as has been the norm
for many mining projects where the enterprise effec-
tively replaces the government as the provider of basic
services such as health care, education, and utilities.

The Actions

Global Alumina prepared a Community Development
and Compensation Plan based on early and broad dis-
cussions with local stakeholders. The plan was based
on needs identified by the communities that would

be most directly affected by the project, and included
construction of new water supply wells, schools, and
health centres, training for midwives, reforestation of
villages, and implementation of microfinance projects.

Global Alumina wanted the affected communi-
ties to take ownership of this plan so it could

grow beyond the company’s direct involvement.
The best option was to team with a civil society
organization with extensive experience building
community capacity. Global Alumina chose the
African Development Foundation (ADF) and its local
implementing affiliate Centre d’Appui au Dévelop-
pement (Center for Development Support, CAD).

The approach of ADF and CAD is to provide grants to
communities to implement projects, such as health
facility construction, and then provide the train-

ing, coaching, technical assistance and guidance
necessary for the community to own the responsi-
bility and establish the capacity to effectively plan,
manage and implement all aspects of the community
projects. In this way, communities understand that
the projects are theirs to make succeed or let fail.

ADF has conducted a detailed survey of the capacity
of indigenous firms in Guinea and matched their
capabilities against the procurement needs in Guinea
Alumina’s construction schedule. ADF has selected a
number of firms to receive capacity building grants as
well as loans to acquire equipment, working capital
and other operational enhancements that will en-
able these firms to compete for contracts with more
sophisticated and better capitalized foreign firms.

The Benefits

Global Alumina’s partnership with ADF and CAD will
enhance livelihood opportunities in the immediate
project area, through SME development and injection
of local content into supply chain relationships with
the project. Both activities will generate significant
additional jobs, increase incomes, and increase the
use of local products and services in the long term.

This innovative approach to local capacity-
building has led to stakeholders understanding
that they are responsible for delivering their own
benefits. Guinea Alumina will facilitate the proc-
ess, but is not responsible for the outcome.

Guinea Alumina expects to save money because it will
be purchasing from low-cost, local providers of goods
and services. There are numerous efficiency advan-
tages of local suppliers, including improved response
time, better communications, and mutual develop-
ment of new programmes. By maintaining collabora-
tive community relations, Guinea Alumina should be
able to maintain minimum production disruptions
and maximum goodwill throughout its very long life.
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IKEA

www.ikea.com

The Netherlands

44

104,000

Commerce & Distribution

2004

Partnerships for development

Promoting the rights of every child

IKEA is a global retailer of home furnishing,
established in 1943 in Sweden There are currently
254 stores in 35 countries. Its mission focuses

on delivering good product design and func-

tion at affordable prices to the many people.

The Challenge

There are more than 200 million children engaged
in child labour today. Combating child labour is
particularly difficult because it cannot be elimi-
nated by simply removing a child from work at
one factory, or terminating a supplier’s contract,
since children then often moves on to a different
employer and the supplier move on to different
customers. The complexity of this problem makes
it difficult for companies to address alone.

In the past 20 years, many multinational corpora-
tions including IKEA developed and diversified
their supply sources in Asia and other develop-
ing countries. In the early 90’s, increased at-
tention was given to the risk of child labour

in the supply chains of multinational corpora-
tions. With IKEA’s purchasing in developing
countries growing, IKEA has sought ways to
partner with others to be part of the solution.

The Actions

In 2000, IKEA joined forces with UNICEF in India to
help prevent and eliminate child labour in ‘the car-
pet belt’ in the state of Uttar Pradesh, the country’s
largest, most populous state, where a high level of
child labour is known to exist. IKEA sources many
of'its carpets from Uttar Pradesh suppliers, and de-
cided to partner with UNICEF because of the focus
on prevention strategies rather than rehabilitation.

Both parties are convinced that child labour
is best tackled by addressing root causes,
such as indebtedness in marginalized com-
munities, adult unemployment, poverty,
disability and ill health, and children’s lack
of access to quality primary education.

The concrete project is focused on creating
awareness and mobilizing these rural com-
munities around strategies designed to prevent
child labour. School enrolment drives have been
conducted to enroll children into primary school,
as well as the establishment of alternative learn-
ing centres (ALCs) as a transitional measure to
formal mainstream primary schooling. Quality
educational opportunities are essential to prevent

child labour. The IKEA initiative complements
the government’s efforts to enroll all six to twelve
year olds in the project area into primary school.

The burden of debt, often accrued over generations,
is a root cause for families feeling compelled to put
their children to work. As of late 2006, IKEA had
helped to establish 1,600 women’s self-help groups
in Uttar Pradesh, reaching almost 22,000 women.
Through these groups women learn about chil-
dren’s rights, health and nutrition, saving money,
and starting up a small business in order to get rid
of debts and contribute income to their families.

IKEA launched a further step with the self-help
groups in 2005. As a strategy for economic empow-
erment, women from the groups earn income for
embroidering cushions that are sold in IKEA stores.

The Benefits

The child rights project in Uttar Pradesh has grown
to cover a population of more than a million, of
whom nearly 35 per cent are children under the
age of 14, living in 500 villages across eastern
Uttar Pradesh with intensive carpet fabricating
activity. As a result of the school enrolment drives
and the ALCs, more than 80,000 children previ-
ously out of school can attend primary school.
IKEA and UNICEF will continue the project in the
coming years, adding on villages in a planned
manner to reach millions more in the region.

The self-help strategy has boosted women’s
economic and social status, self-confidence and
decision-making abilities, both within their
families and in the local community. Through
education and economic opportunity, women and
their families have broken out of the vicious circle
of debt, liberating them from child labour and the
exploitative interest rates of local money-lenders.

A simple economic intervention has engendered
significant social impact on the quality of life
of children and women, and improving their
access to income-generating opportunities.

IKEA’s partnership with UNICEF has allowed the
company to achieve its business objectives while
supporting children and women and their op-
portunities for learning and developing. Although
it cannot be quantified for the bottom line, IKEA’s
actions have built trust, a significant intangible
asset, within the communities it touches.
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- Todd Stitzer

e “Working with others 1n a variety of ways,
Cadbury Schweppes has played and will
continue to play an etfective and support-
1ve role in developing a sustainable cocoa
industry in Ghana.

in which our
business and Ghanaian cocoa farming
communities will grow and thrive.”
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Partnerships for development

Sustainable livelihoods in Ghana

Cadbury Schweppes plc is the world’s largest
confectionery company with over 200 years of
heritage in responsible business. Most of the
cocoa beans which make Cadbury’s chocolate in
the UK are grown in Ghana. William Cadbury
helped found Ghana’s cocoa industry in 1908,
after having left Sao Tomé due to poor labour
conditions. The company’s many partnerships
and initiatives in Ghana over 100 years have
played a part in creating beans so good they
command a world price premium and help
Cadbury Schweppes maintain long term sup-
ply of this vital ingredient to their chocolate.

The Challenge

Cocoa is grown and harvested under the tropical
forest canopy near the equator, often miles from
existing infrastructure. Living and working in
this environment poses a number of economic,
social, environmental, and labour challenges for
farmers, their families and communities. Also,
with cocoa trees taking upwards of seven years
to become productive, farmers are concerned
about their livelihoods. Cocoa farmers often live
far from a drinkable water source, and women
and children can spend many hours every day
collecting water; time which could have been
spent earning an income or getting an education.

To secure a steady supply of cocoa, it is impor-
tant for Cadbury Schweppes to help farmers
improve cocoa production and maintain decent
livelihoods to support families and villages.

The Actions

Cadbury Schweppes has teamed with a
number of local and international civil so-
ciety organizations to tackle some of the
challenges faced in the cocoa industry.

Cadbury Schweppes started its water well build-
ing programme in 2001. The programme is
financed by company support and considerable
employee fundraising. Civil society partners in
the programme are the local Kuapa Kokoo Social
Development Fund, a farmers’ co-operative,

and the international charity WaterAid.

Cadbury Schweppes is a member of the Sustain-
able Tree Crops Programme, an international
initiative partnering with civil society “to improve
the economic and social well-being of smallhold-
ers and the environmental sustainability of tree

crop farms.” The programme runs Farmer Field
Schools, which support cocoa farmers by helping
them gain knowledge and skills to maintain high
quality cocoa, and build their understanding

of working within the cocoa trading systems.

Since 2005, Cadbury Schweppes has partnered
with Earthwatch and the Ghana Nature Conserva-
tion Research Centre in an innovative biodiversity
programme. With the aim of encouraging sustain-
able cocoa farming, the programme examines the
production of cocoa in biologically diverse environ-
ments, encourages new farming methods to sup-
port the production of quality cocoa beans in more
ecologically balanced ways, and helps re-establish
farming and enhance biodiversity on abandoned
farms. Seventy Cadbury Schweppes employees will
have volunteered to help collect ecological data in
Ghana by the end of the three years of research.

Cadbury Schweppes is also an active member

of the International Cocoa Initiative board, a
multi-stakeholder partner group aimed at im-
proving labour conditions in the supply chain.
The ICI works with governments of cocoa produc-
ing countries to develop a labour certification
system to track, monitor and improve labour
standards, and invest in social and environmen-
tal programmes to improve farmer incomes,
education standards and social conditions.

The Benefits

Working with others in a variety of ways, Cadbury
Schweppes has played an effective and supportive
role in developing a sustainable cocoa industry in
Ghana. By the end of 2006, Cadbury Schweppes
and its partners had built 375 wells, providing
access to clean water for almost 50,000 people. Ac-
cess to safe water improves the health of the farm-
ing communities, and more steady supply of water
for the crops means more food and better nutri-
tion. Less time is spent collecting water and more
time is available for education, farming and other
income enhancing activities, which leads to an all-
round improvement in a community’s prosperity.

Protecting the people that grow the cocoa
that Cadbury Schweppes buys has to be a
priority - these are the people that provide a
prized ingredient. Their well-being translates
into well-being for the company. Support-

ing and encouraging farmers helps to ensure
continuity of the cocoa supply chain.
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Improving sustainability through
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Stora Enso is an integrated paper, packag-
ing and forest products company, produc-

ing publication and fine paper, packaging
board and wood products - all areas in which
the Group is a global market leader.

The Challenge

In recent years, ensuring stakeholder trust
has been getting increasingly difficult harder
for companies who act globally, and thus
Stora Enso started to look for ways to improve
the credibility of its sustainability work.

Stora Enso set up a plantation operation in
Guangxi, China, in 2002. Conducting a thorough
assessment of the environmental and social
impact of any new project is a common practice
for the company, to manage potential negative
externalities resulting from the establishment of
large new plantations. The assessment is a tool for
identifying risks that could affect the project, and
a way of showing stakeholders how the company is
managing its environmental and social impacts.

The Environmental and Social Impact Assess-
ment (ESIA) can also reveal development areas
that are challenging and outside of the scope
of the capabilities of a company to handle. To
be successful in addressing these issues, Stora
Enso has adopted a strategy to build long-term
partnerships with credible and professional
organizations that have similar goals to those
of Stora Enso but who have complementary
skills and resources to reach those goals.

The Actions

When the decision was made to conduct an

ESIA on the company’s plantation operation in
Guangxi, UNDP China was approached with a pro-
posal to compile the report. UNDP China and Stora
Enso agreed that UNDP would conduct the study
independently and that the results would be made
publicly available. The work consisted of analysing
South Guangxi’s economic, environmental and
social dimensions through data analysis and field
visits. UNDP broadened the approach beyond a
conventional technical analysis to also include the
opinions of residents and other stakeholders on
mitigation measures and development priorities.
The ESIA report was published in 2005. The report
results, in addition to the company policies and
principles, then formed the basis for Stora Enso
Guangxi’s Sustainability Agenda and action plan.

Directly after publishing the report, UNDP
China proposed a partnership to address the
main areas identified in the report: engagement
of'local villagers and biodiversity protection.
UNDP China and Stora Enso signed a 5-year
partnership agreement in November 2006. The
partnership is jointly managed, but closely
involves expert stakeholders and national, pro-
vincial and local government representatives.

The Benefits

The partnership has been highly successful
in gaining the trust of Stora Enso’s custom-
ers, investors, and other stakeholders in the
company’s management of sustainability
issues in its Chinese plantation operation.

The ESIA report is a powerful communication
tool but more importantly it has provided the
company with an external view on where it
should concentrate its sustainability activities.
Bringing in an independent party to provide

an “extra pair of eyes” has helped Stora Enso
identify environmental and social issues that it
might have missed, and to add transparency and
credibility to its sustainability communications.

Conducting ESIAs is not yet common prac-
tice in China. UNDP plans to establish this
study as a model for future ESIAs of other
large-scale commercial or public projects.
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Principle 1

Principle 2

Principle 3
Principle 4

Principle 5
Principle 6

Principle 7
Principle 8

Principle 9

Principle 10

The ten principles of the
United Nations Global Compact

Human rights

Businesses should support and respect the protection of
internationally proclaimed human rights; and
make sure that they are not complicit in human rights abuses.

Labour standards

Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining;
the elimination of all forms of forced and compulsory labour;
the effective abolition of child labour; and

the elimination of discrimination in respect of employment
and occupation.

Environment

Businesses should support a precautionary approach to
environmental challenges;

undertake initiatives to promote greater environmental
responsibility; and

encourage the development and diffusion of
environmentally friendly technologies

Anti-corruption

Businesses should work against corruption in all its forms,
including extortion and bribery.





