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Don t skip the annex

This guide is a general introduction to engagement in the Global Compact in the rst
years after a company joins the initiative. Additional information is available from
various UN agencies that have developed comprehensive guides on how companies
can relate to the Global Compact and implement the ten principles. The annex of this
guide brie y outlines more than 20 resources available for download on the UN Global
Compact website.

(www.unglobalcompact.org).

— This symbol is used throughout this guide to indicate that more information is
available at www.unglobalcompact.org.




your guide to engagement in the
united nations global compact

It is with great pleasure that we welcome you as a new participant of the United Nations
Global Compact. You have joined the world s leading voluntary corporate citizenship initia-
tive, which includes thousands of businesses from every continent, in addition to hundreds
of participating civil society and labour organizations.

To provide assistance during your journey as a participant, and to maximize the bene ts
that participation in the Global Compact offers, we have developed this comprehensive
guide. It will steer you through the major elements of participation and help you develop a
strategic approach to drive business success and achieve your objectives. Our intention is
to continually improve this guide to t the needs of our new participants. Your feedback on
this publication is therefore very much appreciated.

The guide consists of ve main sections:
i) Introductory comments
i) Ideas for implementing the principles
iii) A guide to the Communication on Progress
iv) An overview of engagement opportunities
v) A catalogue of helpful tools and publications

Although the Global Compact is a leadership initiative, it is equally crucial that participants
pursue an engagement approach that incorporates all business functions and permeates
corporate strategy, operations and culture. Our experience has shown that by pursuing this
model, companies generate maximum value while positioning themselves well to manage
the spectrum of emerging risks and opportunities in the context of globalization.

We hope you nd this guide useful.
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Sincerely,

#
Georg Kell

Executive Director
UN Global Compact




welcome from business leaders

Welcome to the United Nations Global Compact.
With your commitment, you have joined a fast-
growing network of businesses and other stake-
holders from around the world seeking to contribute
to a more inclusive and stable global market.

Becoming a better corporate citizen is not easy, and
many businesses nd the rst steps overwhelming,
even daunting at times. Others realize that many of
their activities already address the Global Com-
pact s principles. Whichever is your departure point,
you will soon discover that aligning your operations
with universal values is not only a good strategy of
managing and minimizing the many risks business-
es face in this day and age. It can also be a strong
driver of value and success, as you come across
previously unknown opportunities and build trust

in new markets. These tangible bene ts are felt by
many Global Compact participants, multinational
corporations and small enterprises alike. The adage
that you can do well by doing good has indeed
become one of the strongest value propositions in
support of responsible business practices.

There are many ways in which the Global
Compact can provide valuable support as you
embark on your journey. This welcome guide will
help you understand the expectations of your
participation, but also outline different options of
engagement to better leverage the strengths of
the Global Compact to the bene t of your busi-
ness. | hope you will nd this publication useful
in your efforts.

Sincerely,

Mark Moody Stuart

Chairman, Anglo-American plc

Chairman, Foundation for the Global Compact
Member of the Global Compact Board

As a member of the Global Compact Board and
a representative of a participating business, |
would like to congratulate you for joining the
world s largest voluntary corporate citizenship
initiative.

The Global Compact has a lot to offer. You will
see that engaging in responsible business
practices through the implementation of the ten
principles will contribute to generating sustain-
able value for your company. It will also help
create the enabling environment that is critical
for business to thrive.

You have joined a vibrant and practice-oriented
global network that offers a variety of oppor-
tunities for active engagement  ranging from
constructive dialogue on critical issues and
learning events to partnerships for the promo-
tion of sustainable development and prosperity.
These opportunities are not only available on the
global level, but also in more than 50 active local
networks on the ground.

This Guide offers valuable guidance for your

rst steps towards making the Global Compact
and its principles part of your business strategy,
operations and culture. | wish you all the best on
this journey of change. Rest assured that both
your company and your stakeholders will gain
from your participation.

Sincerely,
Futhi Mtoba

Chairman of the Board Deloitte Southern Africa
Member of the Global Compact Board
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a truly global initiative

The Global Compact is the world s largest voluntary corporate citizenship initiative. A company that signs-on
to the Global Compact makes an explicit commitment to share the conviction that business practices rooted
in universal principles contribute to a more stable, equitable and inclusive global market and help build
prosperous and thriving societies.

The Global Compact was launched in 2000, and as of February 2007 included more than 3,000 participat-
ing companies from some 100 countries, in addition to around 700 international civil society and labour
organizations. The Global Compact also enjoys the backing of the United Nations member states, as
expressed in several resolutions recognizing and encouraging the work of the initiative.

The Global Compact IS The Global Compact is NOT

A voluntary initiative to promote sustainable Legally binding
development and good corporate citizenship

A set of values based on universally accepted A means of monitoring company behavior and

principles enforcing compliance

A network of companies and other stakeholders A standard, management system, or code of
conduct

A forum for learning and exchange of experiences A regulatory body

A public relations channel

The Corporate Commitment

Joining the Global Compact is a widely visible commitment to the initiative s ten universal principles.

A company that has made this commitment shall:

1. setin motion changes to business operations so that the Global Compact and its principles become
part of management, strategy, culture, and day-to-day operations;

2. publish in its annual report or similar public corporate report (e.g., sustainability report) a description of the ways
in which it is supporting the Global Compact and its principles (Communication on Progress - COP) and

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

In addition to these activities, the Global Compact offers participants a variety of ways to maximize the
bene ts of participation through further engagement. This guide offers assistance and inspiration to new
participants not only on how to carry out their commitments to the Global Compact, but also on ways to
engage more actively.

Another unique feature of the Global Compact is that signing on not only commits the company as a whole, but
speci cally its leadership. The personal involvement of a top executive is an important signal to employees and
other stakeholders that the company s corporate citizen engagement is an operational and strategic priority.
Top-down commitment can thus have tremendous in uence on the quality of Global Compact implementation.
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The Value of Participation

As business interests increasingly overlap with societal interests and human development objectives, respon-
sible business practices and cross-sector partnerships play a more important role than ever before. To foster
amore inclusive and stable global market, the active engagement of businesses will be critical. At the same
time, responsible business practices not only contribute to the well-being of stakeholders, they have increas-
ingly become a long-term value proposition for business itself. It makes business sense for companies to
invest in creating a sound environment in which to do business, to minimize risks and to harness new business
opportunities by supporting developing and emerging markets.

Direct Indirect

Global and local opportunities to dialogue Increased legitimacy and license to operate,
and collaborate with other businesses, NGOs, particularly in the developing world, because
labour and governments on critical issues business practices are based on universal
values
Exchange of experiences and good practices Improved reputation and increasing brand
inspiring practical solutions and strategies to value towards consumers and investors  spe-
challenging problems ci cally in the context of changing societal
expectations
Finding an entry point through which companies Increased employee morale and productivity,
can access the UN s broad knowledge of develop- and attracting and retaining the highest quali-
ment issues ed employees
Leveraging the UN s global reach and convening Improved operational ef ciency, for instance
power with governments, business, civil society through better use of raw materials and waste
and other stakeholders management
Ensuring accountability and transparency
through a public communication on progress

The Global Compact and Other Corporate Responsibility Initiatives

Recent years have witnessed the emergence of numerous corporate responsibility initiatives. Many of these
initiatives build on the universal value platform provided by the Global Compact. In fact, by using the Global
Compact as a reference point, companies can naturally develop more tailored strategies, programs and policies
that suit their priority issues and challenges, including codes of conduct or industry-speci ¢ initiatives.

In the fall of 2006, the Global Compact entered into a strategic alliance with the Global Reporting Initiative (GRI).
This alliance offers a comprehensive accountability and transparency framework that will help companies
develop a meaningful and practical description of their commitment of the Global Compact ( = ).
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iImplementing the principles

Companies that have signed on to the Global Compact are required to work towards implementation of
the ten principles. However, small and large companies alike are sometimes uncertain about the right
approach. Implementation of the principles should be understood as a long-term process of continuous
performance improvement.

Key success factors in implementing the Global Compact principles are among others:
treating the principles not as an add-on, but as an integral part of business strategy and operations;
clear commitments from the company leadership;
communication of the commitment throughout the organisation to senior management and em-
ployees to ensure broad support for the principles;
a business environment favourable to new ideas and business innovation;
measurable targets and a transparent system of communicating progress;
willingness and ability to learn and adapt;
a dedication to practical actions;
openness to engage and dialogue with the company s stakeholders.

The Global Compact has accumulated a substantial inventory of resources and tools that provide
guidance to companies on addressing the issue areas covered by the principles. See the catalogue of
resources provided in the annex for further reading. =

As outlined above, implementation is part of a long-term process. However, there is no single correct
way of implementing the principles within a company s own management model. In fact, there are
several management approaches and models that can assist in the process.

One way to approach implementation is to draw inspiration from the Global Compact Performance
Model, which is an optional model guiding companies from the leadership vision to the measurement
and reporting of outcomes. =

The Performance Model evolved from analysis of and dialogue about companies actual experiences in
trying to internalize the principles. It was designed to:
address the needs of the broadest possible group of businesses: from multinational corporations to
small enterprises, both in developed and developing economies;
present a low entry barrier for implementation; and
facilitate incremental improvement.

The Performance Model is composed of ten elements of business practice, each represented by a
separate segment of the diagram below. It is a company-driven process of continuous improvement that
begins with the organization s vision and proceeds through each element represented in the diagram.
The ten elements are:




Vision

Leadership

Empowerment
Policies

Resources Strategy

Processes
Innovation

results

The Global Compact Performance Model



Vision Integrating a commitment to responsible corporate citizenship in the company s vision. In ad-
dition to looking at the ten Global Compact principles, this may include such efforts as dialoguing with
stakeholders about their expectations of the company, reviewing major economic, social and environ-
mental trends, understanding potential risks, and undertaking scenario planning.

Leadership Driving the vision throughout the company. A leadership commitment to improved social
and environmental performance is crucial in effecting lasting change. However, to have maximum ef-
fect, this message must be widely communicated throughout the organization and beyond. Companies
should further treat corporate citizenship as a corporate governance issue and establish board level
oversight for the company s efforts to implement the principles.

Empowerment  Organizing, informing, showing, motivating, training, rewarding, listening to, consult-
ing, and trusting staff so that they can play their role in helping their organization achieve its vision.
Empowerment can harmonise an individual s values with corporate objectives.

Policies and Strategies Reviewing the company s existing policies and strategies and aligning them with
the Global Compact principles (or developing new policies consistent with the principles). Some companies
have overarching corporate citizenship policies. Others have speci ¢ policies and management guidance
materials on topics such as the environment, human rights and anti-corruption.

Resources Managing the means to implement the company s policies and strategies and equipping
employees with what they need to achieve their targets without compromising the company s commit-
ment to the Global Compact principles. It includes ensuring that nancial, human, informational and other
resources are distributed according to the company s corporate citizenship policies and commitments.

Processes and Innovation Confronting dilemmas that may be created by implementation of the
Global Compact principles and turning them into innovative solutions and business opportunities. It
includes understanding the key processes that can create improvements, including setting targets and
communicating them throughout the organization. A thorough risk and opportunity assessment may be
particularly useful (see resources in Annex).

Impact on the Value Chain Managing relations with commercial partners and in uencing their
operations. The conduct of suppliers, distributors, and customers can have a signi cant impact on a
company s reputation and ultimately its bottom line. Many companies communicate their corporate
citizenship policies and expectations to business partners. Some even incorporate these into their
contractual arrangements, and review the social and environmental performance of their suppliers
using monitoring and audits. Some go further and assist suppliers in raising the level of their social and
environmental performance through training, capacity-building and sharing of best practices.
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Impact on People Participating in the Global Compact affects a company s workforce, including em-
ployee morale. Studies suggest that good social and environmental performance not only has a positive
effect on a company s ability to recruit and retain high quality talent, but also on its productivity.

Stakeholder Engagement

The effective implementation of both the principles and the Performance Model depends to a large
degree on stakeholder engagement. It is particularly relevant to vision, leadership, policies and
strategies, impact on society, and reporting. For example, the company s leadership may decide to
seek stakeholder input as part of the process of evaluating and ne-tuning its vision. Dialogue with
stakeholders may also be fruitful for reviewing existing company policies or developing new policies
in areas such as human rights, labour standards, the environment and anti-corruption. Stakeholder
sensing is important in understanding the actual and potential impacts of the company s operations
on society, both positive and negative. Finally, an increasing number of companies are involving
many of their stakeholders in the reporting process and in helping to assess company performance
more generally.

Impact on society The impact of a company on communities as well as on society at large is also
a key element of the Performance Model. Collaboration with local communities can make it easier for
a company to operate smoothly and maintain its social license to operate. Depending on the scale and
nature of the activities concerned, some companies perform impact assessments and use community
opinion surveys to help gauge their impact on society.

Reporting: This element is about reliable measurement and communication of the company s economic,
social and environmental performance. Speci ¢ measurements that track actual performance are essential
for ensuring continuous improvement. Further discussion of reporting is covered in the Communication on
Progress section.

Put simply, implementation of the Global Compact principles means making a commitment, develop-
ing policies and strategies, taking action and nally reporting on progress. What matters is not how the
company is performing at the moment of entry, but rather that the company is committed to change and
continuous improvement.

12




the communication on progress (cop)
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communicating progress

The second explicit commitment that a company makes when joining the Global Compact is to produce
an annual Communication on Progress (COP). A COP is a communication to stakeholders (consumers,
employees, organized labour, shareholders, media, government, etc.) on the progress the company has

made in implementing the ten principles in its business activities. = A COP should include a descrip-
tion of actions taken and outcomes achieved (i.e. usually in the form of quantitative indicators).

The COP policy is part of the Global Compact Integrity Measures, and its purpose is to ensure and
deepen the commitment of Global Compact participants, safeguard the integrity of the initiative and cre-
ate a rich repository of corporate practices that serves as a basis for continuous performance improve-
ment. For companies, the COP is a tool to exercise leadership, facilitate learning, stimulate dialogue, and
promote action.

The Value of the COP
The value of sustainability reporting in general, but speci cally the COP, lies in both the creation of
the report (internal bene ts) and in sharing it publicly (external bene ts).

Internal bene ts
Motivates a company to de ne and live up to a sustainablity vision and strategy.
Enhances corporate governance and leadership commitment by the CEQ, and promotes
senior management involvement by reviewing and endorsing the report.
Supports efforts to identify business risks and opportunities.
Encourages internal information sharing and learning due to connecting different corporate
departments (e.g., human resources, communications, environment, health and safety,
operations, community relations).
Stimulates internal progress and contributes to continuous improvement thanks to measur-
ing actions by indicators.
Clari es the commitment of senior management for employees.

External bene ts
Demonstrates active participation in the Global Compact and prevents company participation
being seen as a public relations exercise.
Improves corporate reputation and brand value due to increased transparency and creation
of trust.
Enhances stakeholder relations by articulating a sustainablity vision, strategy, and implemen-
tation plans.
Provides signi cant learnings to stakeholders through collaboration.
Makes inclusion in socially responsible investment funds or indices possible.
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The Three Steps of Creating, Sharing and Submitting a COP

Step 1) Creating an annual Communication on Progress

While there is no single required structure for the creation of a COP, it must include:
a. A statement of continuing support for the Global Compact in a message from the CEO or
other senior executive.

b. A description of practical actions that the participant has taken in the previous year to
implement the ten principles. These may include: commitments made, systems implemented
and actions taken.

c. A measurement of outcomes using, as much as possible, standard indicators or metrics
such as the Global Reporting Initiative s (GRI) Sustainability Reporting Guidelines.

Step 2) Sharing the COP with the company s stakeholders

It is important to note that the COP is not a communication with the United Nations Global Compact
Of ce. Rather it is intended to provide a means for participants to communicate their progress in
implementing the ten Global Compact principles directly to their stakeholders. Ideally, COPs should be
integrated into a company s existing communication with stakeholders, such as an annual nancial or
sustainability report. A stand-alone COP is only advisable if the company has no other vehicle to report
on corporate citizenship issues.

Just as important as the medium chosen for conveying the COP is the method of disseminating it to
stakeholders. Companies should use various platforms and channels where their stakeholders would
expect to nd sustainability information (e.g., websites, direct mailings, employee alerts, newsletters,
open houses).

Step 3) Submitting the COP to the Global Compact websitet
In addition to sharing the COP with stakeholders, companies are expected to post an electronic version
(and web link if available) of their COP on the Global Compact website. Participants are also expected to

briefly describe the means by which COPs are made available to stakeholders.

Instructions for posting your COP are available on the Global Compact website. =
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