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Corporate Social Responsibility (CSR)

Focussing on social and environmental considerations can
be profitable for businesses and at the same time it can
help address national and global challenges.

Corporate social responsibility - or in a more
recent version: Corporate Sustainability and
Responsibility - is about businesses voluntarily
helping to meet national and global challenges.
Corporate social responsibility is usually
abbreviated to CSR.

A business takes social responsibility when, for
example it

e requires suppliers to comply with human

S o rights and employee rights, and when it
LY works together with its suppliers to improve

social and environmental conditions.

« works systematically with environmental and
climate management.

< works to improve conditions for employees
and occupational health and safety internally
in the business.

e develops new products or services which
include a social or environmental dimension.

So, social responsibility is a wide concept and it can cover many
different social or global considerations in relation to the operation of
the business.

http://www.csrgov.dk/sw50970.asp 15/03/2010
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Film on Responsible Growth

&

Additional information

Find more information by clicking the specific fields in the menu bar, or
in the left side menu.

MORE

Introduction

DANISH CENTRE FOR CSR

The Danish Government Centre for CSR, a part of the Danish Commerce and Companies
Agency (DCCA), is working to promote and enhance CSR activities in Danish businesses.

More on the Danish Government Centre for CSR

STATUTORY REQUIREMENTS

According to the Danish Company Accounts Act, the largest Danish companies have to
report on CSR, when making their annual report.

http://www.csrgov.dk/sw50970.asp 15/03/2010
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More on statutory requirements

— — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
DanisH CoOMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw50970.asp 15/03/2010
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DanMisH COMMERCE AND COMPANIES AGENCY

CORPORATE SOCIAL RESPONSIBILITY (CSR)

"Corporate Social Responsibility"” is a concept whereby companies
integrate social and environmental concerns in their business
operations and in their interaction with their stakeholders on a

Page 1 of 4

voluntary basis. The Danish Commerce and Companies Agency (DCCA),

under the Danish Ministry of Economic and Business Affairs, wish to
show that by working strategically with CSR, companies can actually
increase their competitiveness.

In 2007 the Danish Commerce and Companies Agency (DCCA)
established the Danish Government Centre for CSR.

Danish Government Centre for CSR

The primary aim of the Danish Government Centre for CSR is to
encourage the use of business-driven, strategic CSR among Danish
businesses. The centre coordinates and implements Government
initiatives within the field of CSR, including initiatives in the
Government's Action Plan on CSR. Also, the centre develops and
communicates knowledge and tools for businesses and other parties
with an interest in CSR.

Danish Government Centre for CSR website, CSRagov.dk

Employees in the Danish Government Centre for CSR

Publications

SMALL AND Global Compact - Small and medium-sized
MEDIUM-SIZED - -

ENTERPRISES enterprises on their way towards global

LOBAL responsibility

== (June 2009)

This booklet aims to inspire businesses to take action by
showing how Global Compact works in practice for a
number of Danish companies (Published by the Ministry of Foreign

Affairs of Denmark and the UNDP)

NE

ISBN: 978-87-7087-173-0 (web)
Download publication (PDF)

http://www.eogs.dk/sw26505.asp

15/03/2010
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Caring for Climate - Nordic Best Practice

(May 2009)

This publication from Global Compact Nordic Network, the
UNDP and the Danish Ministry for Foreign Affairs, presents
a collection of 22 case studies from Nordic business
signatories to Caring for Climate, the Global Compact's
engagement platform on climate change.

=== i[l

ISBN: 978-87-7087-177-8 (web)
Download publication (PDF)

Reporting on corporate social responsibility
(May 2009)

An introduction for supervisory and executive boards on
how to fulfil the statutory requirements in Denmark

Price: 0,- Order

Conference Report: The Promise of Socially
Responsible Investing

(April 2009)

A roundtable jointly hosted by Bendheim Center for
Finance, Princeton University and the Danish Ministry for
Economics and Business Affairs. The conference report
contains a research agenda for future research on SRI and
a summary of the roundtable presentations.

Download publication (PDF)

Action Plan for Corporate Social Reponsibility
(September 2008)
On 14 May 2008, the Danish Government presented its
Action Plan for Corporate Social Responsibility (CSR) at a
press conference led by the Danish Minister of Economic
and Business Affairs, Bendt Bendtsen. The action plan
aims at promoting CSR and helping Danish businesses
reap more benefits from being at the global vanguard of CSR. At the
same time, the plan aims at strengthening the efforts to ensure that
Denmark and Danish businesses are generally associated with
responsible growth.

Download publication (PDF)

http://www.eogs.dk/sw26505.asp 15/03/2010



Danish Commerce and Companies Agency - Corporate Social Responsibility Page 30f 4

Ll People & Profit

; (April 2008)

A practical guide to Corporate Social Responsibility. by the
Danish Commerce and Companies Agency and Rambgll
Management.

e Download publication (PDF)

Small Suppliers in Global Supply Chains
(November 2007)

How multinational buyers can target small and medium-
sized suppliers in their sustainable supply chain
management

e Download publication (PDF)

e -—- Mapping of CSR activities among small and
medium-sized enterprises

T ]

Lo (October 2005)

. B

A survey made by tns Gallup

e Download publication (PDF)

Catalogue of CSR Activities: A broad overview
(September 2005)

An Ashridge report produced for The Danish Commerce
and Companies Agency

Download publication (PDF)

Competitive social responsibility: Uncovering
the Economic Rationale for Corporate Social
Responsibility among Danish Small- and
Medium-Sized Enterprises.
m (July 2005)
s A report prepared by Mark Kramer, Marc Pfitzer, and Paul
Lee Foundation Strategy Group & Center for Business and

Government, John F. Kennedy School of Government, Harvard
University

Download publication (PDF)

http://www.eogs.dk/sw26505.asp 15/03/2010
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CSRgov.dk is the Commerce and Companies Agency website dealing with CSR.

CSRqgov.dk

CONTACT

a2

Go to CSRgov.dk to find contact information on employees in the Danish Centre
for CSR.

Employees in the Danish Centre for CSR

Kampmannsgade 1 1780 Kgbenhavn V TIf. 33 30 77 00 eogs@e

{ nmeringshosan @ w&hiil rﬂ-g

Samfundsansvardk

http://www.eogs.dk/sw26505.asp 15/03/2010
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Introduction to CSR

Strategic CSR

Social and environmental consideration is one of the great strengths of
Danish businesses, and efforts in this area can help enhance
businesses’ competitiveness and earnings. Businesses can earn the best
revenues if their efforts are on a commercial basis and act as a
supplement to the business’s core activities.

Strategic CSR is about focussing activities so that they suit the
business’s other activities, challenges and market relations. Therefore,
a strategic approach is extremely beneficial for the business’s CSR
work.

The significance of social and environmental considerations for the
activities of businesses is emphasised by the fact that in recent years
there has been increasingly sharp focus on corporate responsibility,
both in Denmark and abroad. Many businesses can see that customers
and investors are demanding that the business can account for its
visions and activities in relation to CSR. Consumers are also becoming
increasingly concerned about the products they put into their shopping
baskets, and media focus on the area has given rise to greater public
debate about corporate responsibility.

All this has led to a situation in which it is becoming more worthwhile
for businesses to address CSR in their business strategy and integrate
activities in their core business.

Traditional charitable activities are also an important contribution to
positive developments in society, but they are different from corporate
social responsibility as they are not necessarily based on creating value
for the business.

e More on CSR in the Government Action Plan

e Strategy and communication on CSR

http://www.csrgov.dk/swb54266.asp 15/03/2010
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CSR is international

The increasing focus on corporate social responsibility is an
international phenomenon. Equally, many of the challenges facing
society are global in nature.

Therefore it is a matter of course that CSR take its point of departure in
internationally recognised principles and guidelines such as the UN
Global Compact. This applies in particular for businesses operating in
international markets or with activities abroad.

The Government’s Action Plan encourages Danish businesses and
investors with international activities to follow either the UN Global
Compact or the UN Principles for Responsible Investment (PRI). There
are also a large number of other international guidelines, standards and
reporting tools.

e More on the UN Global Compact

e More on the UN PRI

e List of guidelines and standards

Working with CSR in practice

In practice, corporate social responsibility is about working strategically
with social responsibility and ensuring the implementation, control and
management of processes. It is also about active communication by the
business about its initiatives to customers, consumers and interest
organisations etc.

There is more information on this website (CSRgov.dk) about corporate
social responsibility. There are also links to more knowledge and tools
which can help your continued work in the area, and there are
examples of what other businesses have done.

You can read about the following areas:

e Strategy and communication
e Environment and climate

e Supplier responsibility

e Working conditions and HR
e Innovation driven by CSR

e Responsible investment

http://www.csrgov.dk/swb54266.asp 15/03/2010
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STATUTORY REQUIREMENTS

According to the Danish Company Accounts Act, the largest Danish companies have to
report on CSR, when making their annual report.

More on statutory requirements

MORE

The Danish Action Plan

Strategy

Communication

Environment and climate
Suppliers

Employees and working conditions
Innovation

Investments

LINKS

UN Global Compact's homepage
UN PRI's homepage

— T — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
DanisH COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/swb54266.asp 15/03/2010
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About CSRgov.dk New CSR tool launched
This website presents some of the ongoing (29.1.2010)
efforts made by the Danish Government to The Ideas Compass was launched in

promote and support corporate social Copenhagen on January 27th. The online
responsibility (CSR) among Danish tool was made to inspire SMEs and make it

businesses. The site is run bv the Danish easier for them to develop products and at
MORE ON CSR READ MORE ABOUT THE IDEAS COMPASS

LEGISLATION GLOBAL COMPACT EU & CSR BLOG

Statutory requirements

i O ) or Danish

businesses. Fro 9,1h
largest enterprigee;s?\gv(ﬁ)lﬂa\%ﬁﬁélieg
The poNittdobah G3Rpacthisia ayouchk rapdidr
work on CSR at your business. The Global
Compact is composed of ten fundamental
principles for how a business can work with
responsibility in relation to human rights,
labour right3QRNPNFEER)TARE REQUIRIMIFETR

B]_Ogun CSR

LATEST BLOG POSTS

Carsten Ingerslev: A new compass is born
Mads Kjeer: Corporate social responsibility 2.0
Herman Mulder: Don’t Waste A Good Crisis
Read the blog

PROJECT WEBSITES

Conference on Socially Responsible Investing

Susbiz India

CSR-driven Innovation

http://www.csrgov.dk/sw49166.asp 15/03/2010
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—— T — Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00

Danisn COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw49166.asp 15/03/2010
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NEWS W DIRECTORY LOCAL JOBS SEARCH LITERATURE W englist german
HOME = ABOUT SERVICE = CONTACT
Tuesday, March 16th, 2010 ]
MLt The Copenhagen Centre INFORMATION DESK
All Entries The Copenhagen Centre is an independent think tank A NEWS |RSS
- established by the Danish Government in 1998 in response to WEBSITE
TOP 500 growing international interest in new social partnerships and & WEBSITE
corporate social responsibility (CSR) initiatives. COMMUNICATION ON PROGRESS
: o ) AT GLOBAL COMPACT
Businesses & The overriding mission of the Centre is to generate knowledge
Consultants and bring together business leaders and political decision-makers 655 CATEGORIES: Denmark |
Business Councils to debate the changing role of business in society. Research Institutes
NGOs The Centre hosts the secretariat of the National Network of
Cities Business Leaders and has a strong track record of working with
Academic Networks academia as well as senior civil servants, parliamentarians, SERVICES
- businesses, trade unions and other social partners. Also, the
Research Institutes Centre is member of the European Academy of Business in & PRINT
Foundations Society (EABIS) and has working relations with the EU
Journals Commission, the UN Global Compact and the World Bank. < TELL A FRIEND
With its close ties to researchers and key decision-makers in 555
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Global Compact function as a platform for bridging business and societal interests
Social Accountability and for disseminating practical knowledge about CSR initiatives.  wqn
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more >>>
You can trackback this post
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Statutory requirements on reporting CSR

From 2009, large businesses in Denmark are required to
account for their work on corporate social responsibility.

Danish businesses are free to choose whether or
not they wish to work on CSR. However, there is
a statutory requirement from 2009 that large
businesses in Denmark must take a position

on CSR in their annual reports.

The Danish Parliament (Folketing) adopted the
proposed "Act amending the Danish Financial
Statements Act (Accounting for CSR in large
businesses)” on 16 December 2008.

Photo: The Danish

Parliament

Under this amendment, in future large
businesses must account for their work on CSR
in their annual reports.

The aim is to inspire businesses to take an active position on social
responsibility and communicate this. The statutory requirement is part
of the Government's action plan for CSR (May 2008) and is intended to
help improve the international competitiveness of Danish trade and
industry.

Which businesses are covered by the Act?

The Act covers large businesses in accounting class C, and listed
companies and state-owned companies in accounting class D. Large
businesses in accounting class C are businesses that exceed at least
two of the following three size limits:

e Total assets/liabilities of DKK 143 million

e Net revenue of DKK 286 million

e An average of 250 full-time employees

Subsidiaries are exempt from having to report on social responsibility if
the parent company does so for the entire group.

http://www.csrgov.dk/sw51190.asp 15/03/2010
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The same reporting requirement has also been introduced for
institutional investors, mutual funds and other listed financial
businesses (financial institutions and insurance companies, etc.), not
covered by the Danish Financial Statements Act. For these businesses,
the requirement has been introduced in Executive Orders issued by the
Danish Financial Supervisory Authority.

What has to be reported?

Businesses covered by the statutory requirement must report on:

1. The business's social responsibility policies, including any standards,
guidelines or principles for social responsibility the business
employs.

2. How the business translates its social responsibility policies into
action, including any systems or procedures used.

3. The business's evaluation of what has been achieved through social
responsibility initiatives during the financial year, and any
expectations it has regarding future initiatives.

If the business has not formulated any social responsibility policies, this
must be reported.

How is the information to be reported?

The report on social responsibility must be included in the management
review section of the annual report.

Alternatively, businesses may include the report on social responsibility
in a supplement to the annual report, or on the business’s website.
However, the management review must indicate where the report has
been published.

If a business has acceded to the UN Global Compact or Principles for
Responsible Investment (UN PRI), it is sufficient to refer to the progress
report that members are required to prepare.

Businesses which prepare a sustainability report or similar report on
their social responsibility initiatives may refer to this in their
management review — however, this report must fulfil the reporting
requirements (see above).

When did the Act enter into force?

The Act entered into force on 1 January 2009 and applies to financial
years beginning on 1 January 2009 or later.

http://www.csrgov.dk/sw51190.asp 15/03/2010
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In English, a number of frequently asked questions is provided. You can
also read about the significance of the Act in the explanatory comments
attached to the Act Proposal.

Moreover, the Danish Commerce and Companies Agency has published
a guide on fulfilling the statutory requirements. This guide is made
available online on Samfundsansvar.dk. This guide is available in
Danish only.

e FAQ on the legislation

e Act Proposal with explanatory comments (pdf)

e Short version guide on fulfilling the requirements (pdf; in English)

e Full version guide on fulfilling the requirements (in Danish only)

CONTACT

Kjersti Lunde

LINKS

UN Global Compact
UN PRI

MORE

FAQ on the legislation

Short guide on fulfililng the requirements (pdf)
Act Proposal with explanatory comments (pdf)
Fact sheet on the legislation

Press release

— T — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
DanisH COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw51190.asp 15/03/2010
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FAQ

Frequently asked questions relating to the requirement in
the Danish Financial Statements Act to report on CSR.

1. Where is the list of 1100 businesses required to do
this reporting?

Answer:

There is no list showing businesses subject to the
reporting requirement. The Act applies to businesses in
accounting classes C and D. The Danish Financial
Statements Act is based on four accounting classes — A,
B, C and D — such that businesses are subject to different
reporting requirements depending on the class to which
they belong.

Some class C businesses will be exempt from the
reporting requirement because they are subsidiaries to a
parent company that reports the information for the
entire group. Businesses themselves are responsible for
ascertaining to which accounting class they belong.

The accounts department at a business will usually have
information about a business’ accounting class.

2. What happens to the reports?

Answer:

The reports form part of the management review
businesses prepare and submit to the Danish Commerce
and Companies Agency each year together with their
annual financial statements. The Agency then publishes
this information.

Information on a business's social and environmental
responsibility is often sought by business stakeholders. It

http://www.csrgov.dk/sw51582.asp 15/03/2010
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can therefore be of major benefit to the business to make
this information available, for example, on the business
website.

3. What if a business does not exercise CSR?

Answer:

The reporting requirement in the Danish Financial
Statements Act only applies to businesses which have
CSR policies. If a business neither has, nor wishes to
establish, social or environmental policies beyond what
the legislation requires, they must simply state in their
management review that they have no CSR policies.

4. What if a business prepares other CSR reports?
May these be used, or must a new report be
prepared?

Answer:

The legislation has been worded so as to be as flexible as
possible for businesses in terms of how they prepare their
report on CSR and where they publish it.

Businesses may choose either to include the report as
part of their management review or, in the management
review, they can refer to the report on their website.

If a business already prepares a report on CSR, such as a
sustainability report, the business may simply refer to
this. However, this report must fulfil the statutory
requirements, i.e. it must report on the business's social
responsibility policies, how these are implemented in
practice, and what the business has achieved through its
initiatives.

If a business has acceded to the UN Global Compact or
the UN Principles for Responsible Investment (UN PRI)
and publishes the associated progress report, the

business is exempt from having to prepare a separate
report on CSR.

http://www.csrgov.dk/sw51582.asp 15/03/2010
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5. When is this information to be reported?

Answer:

The Act entered into force on 1 January 2009. This means
that the information businesses are required to report
must be included with their annual financial statements
for 2009. For most businesses, this will mean that their
report on CSR must be submitted during 2010.

6. Are reports on CSR subject to supervision?

Answer:

Information on CSR is subject to the same type of
auditing as the other information in the management
review. Even if the business chooses to place the
information elsewhere, it is still subject to the same
consistency check as if it were published in the
management review. The auditor's responsibilities and
duties are neither increased nor diminished due to the
information being published on a website or in a
supplementary report.

A business’'s management review is subject to a
"consistency check" by the auditor. This means that the
auditor must examine whether the information in the
management review is consistent with information in the
annual financial statements and other factors of which the
auditor is aware.

This consistency check does not mean that the auditor
has to take special action to obtain further information.
The auditor bases the check purely on information the

auditor has become aware of while auditing the annual
financial statements.

7. Which language must be used for reporting on
CSR?

Answer:

The report must be in the same language as the other parts of the
annual report, i.e. in Danish, unless the business is covered by section
6(7) or (8) of the Executive Order on Submission of Reports. These

http://www.csrgov.dk/sw51582.asp 15/03/2010
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provisions contain special language requirements in relation to the
annual report for certain listed companies.

There is no requirement for progress reports to be in Danish.

8. How are financial businesses affected by the new
Act?

Answer:

Institutional investors, mutual funds and listed financial
businesses must also report on their CSR pursuant to
section 132 of Executive Order no. 1310 of 16/12/2008,
section 135 of Executive Order no. 1305 of 16/12/2008
and section 24 of Executive Order no. 1307 of
16/12/2008.

The same information requirements apply to the financial
institutions mentioned as apply to the approx. 1100
largest non-financial Danish businesses.

CONTACT

Kjersti Lunde

T — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
Danisn Commenrce aND CompPaNIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw51582.asp 15/03/2010
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Guidelines and standards

Recognised principles, guidelines and standards are a good
place for businesses to start when they wish to commence
or refine their work with CSR

, ‘ﬁ“ A variety of Danish and international businesses

: ~and networks exist offering principles, systems
and indicators that may be used as the basis for
a business's CSR strategy, implementation and
reporting.

There are also a number of formal business
standards for CSR, many of which provide
opportunities for businesses to be certified.

The list below is not exhaustive but illustrates
the wide variety of initiatives available to make
it easier for businesses to systematise their CSR
efforts.

CSR in general

UN principles for CSR: Global Compact and UN PRI

The UN principles for CSR are based on recognised international
conventions. The Global Compact targets all types of businesses,
whereas the UN principles for Responsible Investment (UN PRI) target
investors.

e More about the UN's Global Compact
= More the UN Principles for Responsible Investment (UN PRI)

OECD Guidelines for Multinational Enterprises

The OECD Guidelines for Multinational Enterprises are recommendations
for good business practices from OECD governments to multinational
businesses. The Danish National Contact Point is working to promote
compliance with the Guidelines within Denmark.

http://www.csrgov.dk/sw51192.asp 15/03/2010
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Global Reporting Initiative (GRI)

The GRI is a recognised initiative for reporting on responsibility and
sustainability. The cornerstone of GRI is a framework tool outlining
principles and indicators organisations and businesses can use to
measure and report on their financial, environmental and social
performance.

e GRI website

ISO 26000 and S-397

ISO 26000 aims to provide guidance and recommendations as to which
issues a responsible business should focus on when setting goals,
formulating policies, and reporting, etc. The standard will focus on
issues such as human rights, working conditions, environmental factors,
consumer factors, social development, business leadership and fair
business procedures.

The work has been underway since 2004, involving participation by
approx. 400 experts from more than 60 countries. The standard is
expected to be finally adopted at a conference in Copenhagen in 2010.
It will not be possible for businesses to be certified under the 1SO
26000 standard, as it will only serve as a guide.

However, Danish Standards is currently developing a standard — S-397
— which will be designed as a management system in relation to
international standards, and will follow I1SO 26000. It will be possible for
businesses to use this Danish standard as a reference document in
relation to their international activities.

e More on ISO 26000 and S-397 on the Danish Standards website

AccountAbility (the AA1000 series)

AA100O0 is a series of tools that combine business values with financial,
ethical, social and environmental performance goals and an evaluation
of a business's stakeholders. All this information is communicated in a
published report.

e More on the AccountAbility website
The Equator Principles (EP)
The Equator Principles are a sector initiative established at the initiative

of a number of private banks. These principles focus on CSR in relation
to lending and financing.The Equator Principles (EP) The Equator

http://www.csrgov.dk/sw51192.asp 15/03/2010
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Principles are a sector initiative established at the initiative of a number
of private banks. These principles focus on CSR in relation to lending
and financing.

e The Equator Principles website

Principles for Responsible Management Education (UN PRME)
UN-based principles for responsible management education.

e UN PRME website

The environment and climate

The Greenhouse Gas Protocol (GHG Protocol)
The GHG Protocol is an international tool to help businesses to
understand, quantify and manage their CO2 emissions. The Danish CO>

calculator at Climate Compass and the Carbon Disclosure Project are
both based on the GHG Protocol.

e The GHG Protocol website

Carbon Disclosure Project (CDP)

CDP is a British initiative. The project collects information annually on
climate initiatives in businesses throughout the world, on behalf of a
number of investors, procurement officers and government authorities.
CDP's data collection is based on the GHG Protocol.

e Carbon Disclosure Project website

UN Caring for Climate

Caring for Climate is an initiative for Global Compact members who
wish to draw attention to their climate change initiatives through their
progress reports to the UN Global Compact.

e (Caring for Climate on the Global Compact website
1SO 14000
The ISO 14000 family are eco-management standards focusing on

actions businesses are taking to minimise negative environmental
impacts and continually improve internal environment efforts.

e More on ISO 14000 on the I1SO website

http://www.csrgov.dk/sw51192.asp 15/03/2010
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Suppliers

SA 8000

SA 8000 is a business standard focusing on worker and employment
conditions within a business and its suppliers. The standard has been
created by the Social Accountability International (SAI) multi-
stakeholder organisation.

e More on SA 8000 on the SA website

Business Social Compliance Initiative (BSCI)
The BSCI offers a broad business-oriented platform for monitoring
social considerations in global supply chains.

e BSCI website

Principles for Countering Bribery (BPCB)

The BPCB was introduced in 2002 at the initiative of the Transparency
International (T1) organisation and the Social Accountability
International (SAI) initiative. The latter is also the architect of the
SA8000 standard. The principles have been developed in cooperation
with representatives from a number of stakeholders and sectors. The TI
website also features a number of implementation tools.

e BPCB on the Transparency International website

e BPCB on the SAIl website

Worker and employment conditions

OHSAS 18001
OHSAS 18001 is a standard focusing on occupational health and safety
policies within businesses.

e More on OHSAS 18001 on the website for the standard

CONTACT

Mads Bielefeldt Stjerng

Karen Elisabeth Hgeg

http://www.csrgov.dk/sw51192.asp 15/03/2010
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UN Global Compact

The Global Compact is a UN initiative that presents ten
general principles for CSR

The ten principles in the UN Global Compact are a good foundation for
businesses in their work with CSR and sustainability. The principles are
based on internationally recognised conventions on human rights,
worker rights, the environment and combating corruption.

Any business may draw inspiration from the ten principles, but
businesses may also choose to accede to the UN Global Compact. Over
120 Danish organisations and businesses have already done so (March
2009).

Businesses which accede to the Global Compact undertake to make the
ten principles part of their business activities and report to the Global
Compact on their efforts. Reporting requirements depend on the size of
the business.

The Global Compact principles target a broad range of organisations
and businesses.

The ten principles

1. Businesses should support and respect the protection of
internationally proclaimed human rights

2. Businesses should make sure that they are not complicit in human
rights abuses

3. Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining

4. Businesses should support the elimination of all forms of forced and
compulsory labour

5. Businesses should support the effective abolition of child labour

6. Businesses should eliminate discrimination in respect of
employment and occupation

http://www.csrgov.dk/sw51239.asp 15/03/2010
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7. Businesses should support a precautionary approach to
environmental challenges

8. Businesses should undertake initiatives to promote greater
environmental responsibility

9. Businesses should encourage the development and diffusion of
environmentally friendly technologies

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

As can be seen above, these are general principles each business can
adapt and translate into specific initiatives when incorporating CSR into
their business strategy. Businesses may choose to focus their efforts on
the principles that best match their core business.

e Global Compact website

A separate set of principles has been developed for investors — the UN's
Principles for Responsible Investment (UN PRI).

e More on the UN Principles for Responsible Investment

Other guidelines

The UN principles have been broadly formulated and in no way prevent
businesses from following other principles and standards, such as the
OECD Guidelines for Multinational Enterprises, etc.

e List of guidelines and standards

CONTACT

Anders Bomholdt
Mads Bielefeldt Stjerng

LINKS

UN Global Compact
UN PRI

http://www.csrgov.dk/sw51239.asp 15/03/2010
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ILDJRNI)PrincipIes for Responsible Investment (UN

The UN Principles for Responsible Investment (UN PRI) are
six general guidelines for investors working with CSR.

The six principles in the United Nations Principles for Responsible
Investment (UN PRI) were developed in cooperation between the UN
Global Compact, the UN Environment Programme Finance Initiative
(UNEP FI) and a number of the world's largest investment businesses.

All businesses involved in investment activities may draw on the six
principles, but businesses may also choose to accede to the UN PRI.
Businesses which do not have investment as their core business may
draw on the ten principles in the Global Compact instead.

Investors who are members of the UN PRI include institutional
investors, investment banks and investment advisors. The UN PRI
currently has 499 members, 16 of which are Danish (March 2009).

Investors acceding to the UN PRI undertake to observe the six
principles and report on their efforts.

The six principles

1. Investors will incorporate environmental, social and corporate
governance (ESG) issues into investment analysis and decision-
making processes

2. Investors will be active owners and incorporate ESG issues into
ownership policies and practices

3. Investors will seek appropriate disclosure on ESG issues by the
entities in which they invest

4. Investors will promote acceptance and implementation of the
Principles within the investment industry

5. Investors will work together to enhance their effectiveness in
implementing the Principles

http://www.csrgov.dk/sw51241.asp 15/03/2010
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6. Investors will report on activities and progress towards
implementing the Principles

These are general principles that can be implemented using different
strategies. It is up to each investment business to decide how to adhere
to the principles and where to focus efforts. The best strategy is to
target activities towards areas with the greatest problems or risks.

e UN PRI website

For businesses which do not have investment as a core business
activity, the UN has developed the Global Compact, which presents ten
general principles for CSR.

e More about the UN Global Compact

Other guidelines

The UN principles have been broadly formulated and in no way prevent
businesses from following other principles and standards, such as the
OECD Guidelines for Multinational Enterprises, etc.

e List of guidelines and standards

CONTACT

Anders Bomholdt
Mads Bielefeldt Stjerng

MORE

Responsible investment

PROJECTS

The Promise of SRI (conference in cooperation with Princeton University)

LINKS

UN Global Compact
UN PRI

http://www.csrgov.dk/sw51241.asp 15/03/2010
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Action Plan for Corporate Social Responsibility

On 14 May 2008, the Danish Government presented its
Action Plan for Corporate Social Responsibility (CSR) at a
press conference led by the Danish Minister of Economic
and Business Affairs, Bendt Bendtsen.

514

1
1=

The action plan aims at promoting CSR and helping Danish businesses
reap more benefits from being at the global vanguard of CSR. At the
same time, the plan aims at strengthening the efforts to ensure that
Denmark and Danish businesses are generally associated with
responsible growth.

The Government has a focus on business-driven CSR and
internationally recognised principles - the UN Global Compact and UN
Principles for Responsible Investment (PRI).

The action plan contains a total of 30 initiatives in four key areas:

1. Propagating business-driven social responsibility

The Danish Government wants to strengthen the reporting on CSR by
large businesses and provide knowledge and tools for working with
business-driven CSR based on internationally recognised principles (UN
Global Compact and UN PRI)

http://www.csrgov.dk/sw49167.asp 15/03/2010
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2. Promoting businesses’ social responsibility
through government activities

The Danish Government intends to heighten focus on social
responsibility in connection with state purchasing, investments and
state-owned public limited companies

3. Corporate sector’'s climate responsibility

The Danish Government wants to underpin businesses’ active role in
meeting global climate challenges by reducing energy consumption and
greenhouse gas emissions in their own and suppliers businesses, while
also contributing to develop and disseminate global climate solutions

4. Marketing Denmark for responsible growth

The Danish Government wants to initiate targeted international
marketing of Denmark for responsible growth. These activities aims at
helping Danish businesses reap greater benefits from their CSR-work

CONTACT

Mads Bielefeldt Stjerng

DOWNLOAD

Action plan for CSR (pdf)

MORE

The press release

LINKS

UN Global Compact website
UNPRI website

http://www.csrgov.dk/sw49167.asp 15/03/2010
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Focus area 1

Promote corporate social responsibility

The Danish Government aims to promote corporate social responsibility
(CSR) in businesses of all sizes. The Government plans to improve CSR
reporting by large businesses and to equip businesses with the
knowledge and tools to work with CSR — in Denmark and
internationally.

The Danish Government is implementing the
following initiatives to promote corporate social
responsibility:

e Encouragement for Danish businesses and investors to continue to

extend their commitment to and focus on CSR

e Legislation requiring large businesses to report on CSR in the
management review in their annual report

e Legislation requiring institutional investors and mutual funds to
report on CSR in the management review in their annual report

e Establish the Council for Corporate Social Responsibility which is to
make recommendations to the Government, businesses, and trade
and industry

e A new communication forum for CSR (www.CSRgov.dk)
= Campaign activities targeting CSR

e Advice on innovation and CSR for small and medium-sized
enterprises via the regional growth-promoting centres

e The *‘Danish Business innovating for World Challenges’ international
conference, to select innovation focus areas for Danish businesses

e A knowledge network focusing on CSR and responsible supplier
management for businesses, researchers and consultants

e Advice to businesses through Danish representatives in other
countries

 Investigation of the role of consumers in relation to CSR

http://www.csrgov.dk/sw51590.asp 15/03/2010
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e Progress report every two years on compliance with and
commitment to the Global Compact and PRI by Danish businesses

DOWNLOAD

Action plan for CSR (pdf)
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Focus area 2

Promote corporate social responsibility through government
activities

Businesses and investors play an important role in making Denmark
known for responsible growth, but the Danish Government also has a
number of options for promoting CSR through its own activities.

The Danish Government is implementing the
following initiatives to increase focus on CSR in
relation to public procurement, investment, and state
-owned companies:

< Ensure that future government common procurement agreements
incorporate CSR considerations, as stated in the conventions on
which the principles of the UN Global Compact are based.

e Ensure that all government procurement officers have access to
guidelines on how to incorporate social responsibility.

= Enter into dialogue with municipal and regional government on how
experience with incorporating social responsibility can be
disseminated locally.

e Legislate that state-owned companies, etc. must report on social
responsibility in the management review section of their annual
reports.

e Ensure that large state-owned companies accede to the UN Global
Compact.

» Ensure that the Danish Investment Fund accedes to the UN
Principles for Responsible Investment (PRI).

e Ensure that The Export Credit Fund (EKF) accedes to the UN Global
Compact.

e Continue to incorporate social responsibility into Danish
development cooperation and assistance.

http://www.csrgov.dk/sw51594.asp 15/03/2010
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e Ensure that the Industrialisation Fund for Developing Countries (IFU)
and Investment Fund for Central and Eastern Europe (19) accede to
the Global Compact.

e Arrange conferences on CSR in developing countries in cooperation
with local Danish representatives and local actors and businesses.

e Ensure that the regional system for promoting trade and industry
contributes to promoting CSR.

e Work to encourage international investment banks to incorporate
CSR into their business and investment strategies.

DOWNLOAD

Action plan for CSR (pdf)
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Focus area 3

Improve climate responsibility in trade and industry

One goal of the Danish Government is that businesses actively
contribute to managing global climate challenges by reducing energy
consumption and greenhouse gas emissions, and helping to develop
and deploy global climate solutions. Businesses will play an important
role in achieving an ambitious global climate agreement at the UN
Climate Conference in 2009, which Denmark is hosting.

The Government also wants to support the work of businesses in
preparing climate accounts and climate strategies. Finally, the
Government is focusing on opportunities for businesses and sectors to
reduce greenhouse gas emissions through climate responsibility
partnerships.

The Government is implementing the following
Initiatives to improve corporate climate
responsibility:

e The Government is encouraging businesses to include climate
responsibility in their reporting on social responsibility in their
management review (see the legislative requirement under focus
area 1).

e Develop the Climate Compass in cooperation with the Confederation
of Danish Industries — a web-based climate tool to assist businesses
in preparing climate accounts and climate strategies.

e Establish four climate responsibility partnerships in relation to
investors, retail trade, construction and maritime affairs.

DOWNLOAD
Action plan for CSR (pdf)

http://www.csrgov.dk/sw51596.asp 15/03/2010
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Focus area 4

Marketing Denmark on responsible growth

The Danish Government aims for activities marketing Denmark on
responsible growth to permit Danish businesses to capitalise more fully
on their focus on CSR.

The Government will undertake targeted international marketing
activities as part of its general plan to market Denmark globally.

The aim of this marketing is to create a clear and open picture of
Denmark internationally, so that Denmark continues to hold a strong
position in global competition. The marketing will aim to establish
Denmark's international reputation as a responsible and balanced
country, in which responsibility and conscientious behaviour are
important to individuals, businesses, and the public sector. The
Government will also market Denmark on its environmental awareness,
cleanliness and responsible energy solutions.

The Government is implementing the following
Initiatives in order to market Denmark on responsible
growth:

e Market Danish CSR tools and skills.

e Host an international summit in 2010 in Copenhagen on
international standards for sustainability (1ISO 26000).

= Host an international conference on responsible investment aimed at
providing a foundation for more targeted applied research.

DOWNLOAD
Action plan for CSR (pdf)
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EU & Corporate Social Responsibility

In the EU, CSR is still a relatively new concept. The Danish
Government Center for CSR is actively participating in the
debate on CSR at the European level to ensure that the
policy formulation of the EU is based on the concept of
strategic CSR, as well as on the international principle-
based approach inherent in UN Global Compact.

The EU has an important role to facilitate the exchange of experience
between member states. Also, the EU plays a central part in increasing
the awareness of CSR in European businesses by keeping the question
on the agenda and by actively contributing to shaping the attitudes of
business leaders.

The Commission has already taken a number of initiatives in this
direction, for example through the, European Alliance for CSR, CSR
Europe and the European Multi-stakeholder Forum on CSR.
Furthermore, the 2008 European Competitiveness Report contains a
chapter on the links between CSR and competitiveness, thus
emphasizing the strategic approach to CSR.

It is important for companies to be able to base their work on a
generally accepted and international definition of CSR. Since European
companies operate in global markets, their CSR-policies must be based
on international principles rather than national or regional definitions
and approaches.

e DG Enterprise & Industry on CSR
e DG Employment and Social Affairs on CSR

CONTACT

Rune Gottlieb Skovgaard

MORE

EU Commission Workshops on ESG Disclosure

http://www.csrgov.dk/sw56459.asp 15/03/2010
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EU Commission High Level Group on CSR

LINKS

EU Commission White Paper, 2006 (PDF)

European Competitiveness Report 2008, CSR chapter (PDF)
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EU Commission Workshops on ESG Disclosure

Between September 2009 and March 2010 the European Commission hosts a series of
multistakeholder workshops on the issue of CSR reporting — also dubbed ESG disclosure
(ESG=environmental, social and governance).

Each workshop will look at ESG disclosure from the perspective of a different set of stakeholders:
enterprises themselves, investors, civil society and consumers, media, trade unions, and public authorities.
Consequently, the type of participants in the different workshops varies.

Denmark participates as a member of the core group of stakeholders present at all the workshops.

The concept note for the workshops, summaries, presentations and various background info can be
downloaded from the EU Commission’s website of the workshops.

e More on the ESG workshops

CONTACT

Rune Gottlieb Skovgaard

LINKS

ESG Workshops — concept note (PDF)
Summary of workshop 1 (PDF)

—_— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99
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European Commission

European Commission Enterprise and Industry  Newsroom
Enterprise and Industry - Newsroom - News - Environmental, social and governance

European workshops on the disclosure of environmental, social and governance
information.

13/10/2009

Between September 2009 and February 2010 the European Commission is hosting a series of 5 multistakeholder
workshops on company disclosure of environmental, social and governance (ESG) information.

These workshops are part of the European Commission’s policy to promote corporate social responsibility.
Corporate Social Responsibility, also known as "CSR" is “a concept whereby enterprises integrate social and

environmental issues into their business operations and into their relations with stakeholders on a voluntary
basis” .

Further information about the packground and objectives of the ESG disclosure Each workshop will look
workshops. Summaries from all workshops will be posted on these webpages. The at ESG disclosure from
summary of the first workshop, looking at ESG disclosure from the enterprise perspective, the perspective of a

can be downloaded at the bottom of this page different set of
stakeholders: enterprises

Participation in these workshops is by invitation only. Although a wide range of themselves, investors,

stakeholder interests are represented, the number of participants is restricted in order to ~ Civil society and

ensure a dynamic discussion. consumers, media, trade
unions, and public
authorities.

Downloads

» Workshop 1 - Summary of discussions ‘@ [zr] (202 Kb)

» ESG disclosure workshops - concept note 091014.pdf ‘@ (88 Kb)

» Presentation by Roger Cowe, Context ﬂi“] (8,7 Mb)

» Presentation by Joaguim Croca, Vodafone @ (443 Kb)

» Presentation by Pierre Dutrieu & Yann Louvel @ (6,8 Mb)

« Presentation by Bruno Prior, Summerleaze %) (134 Kb)

» Presentation by Akira Fujiyoshi, Esai Co. Ltd @ (1,4 Mb)

» Background document : Survey of quality of sustainability reports 2008 - Ernst and Young ‘@ (292 Kb)

« Background document : Statement and Guidance on Non-Financial Reporting - International Corporate Governance
Network f) (128 Kb)

» Backaround document : Reporting on CSR - introduction for supervisory and executive boards - Denmark
government ) [en] (630 Kb)

« Backaround document : KPIs for ESG - European Federation of Financial Analysts Societies ) [en] (1,1 Mb)

» Background document : CSR in Annual Reports of Spanish Companies - Observatorio de Responsabilidad
Corporativa ff] [er] (3,9 Mb)

« Backaround document : Valuing non-financial performance g [en| (3.3 Mb)

» Background document : XBRL the medium is the message (Ralf Frank) @ (81 Kb)

More information: The official site of CSR on Europa

http://ec.europa.eu/enterprise/newsroom/cf/itemlongdetail.cfm?lang=en&item_id=3723 15/03/2010



European workshops on disclosure
of environmental, social and governance (ESG) information

Background

The number of companies disclosing information on their environmental, social and
governance performance has grown very significantly in recent years. For large multinational
companies, disclosure of ESG information has become a mainstream phenomenon. The
quality of this disclosure varies however. A number of leading companies have developed
innovative practices for effective ESG disclosure. However, some target stakeholder groups
for such information (e.g. investors and analysts, campaigning NGOs, consumers) still often
state that their needs are not adequately met.

There are a number of international and European initiatives that seek to provide different
kinds of guidance for companies in this field. There has been a certain degree of
communication and coordination between some of these initiatives, but there is room to do
more in this respect. Additionally, some EU Member States make legal requirements on
certain kinds of companies to disclose information on their ESG performance that go beyond
the basic requirements of European law (Accounts Modernisation Directive 2003/51/EC).

Transparency and disclosure of ESG information emerged as a key issue at the plenary
meeting of the European Multistakeholder Forum on CSR on 10 February 2009. These issues
have taken on particular importance in the context of the current economic and financial
crisis. Greater transparency can play a role in helping to restore trust in business. Enterprises
themselves increasingly recognise the value of ESG disclosure in driving internal change.
Some organisations see a need and an opportunity to refocus management systems and to base
investment practices and measures of business success on longer-term issues, including ESG
issues.

Objectives
The European Commission is proposing to organise a series of workshops to:

- Identify the most effective and efficient way(s) to promote a better and more
widespread disclosure of ESG information, which should be useful for the companies
that disclose it and for stakeholders that may require it. Without pre-judging any
outcomes, this will involve, amongst other things, exploring both the desirability and
the feasibility of stakeholders moving towards an agreed core set of KPIs for ESG
performance.

- Facilitate better coordination and communication between existing initiatives in the
field of ESG disclosure.

- Deepen the understanding of all stakeholders, including the European Commission, of
the issues at stake, recent developments and current good practice.



The conclusions of these workshops will be discussed during the conference to be organised
by the Spanish Presidency on 25-26 March. They will also be discussed in a plenary meeting
of the European Multistakeholder Forum on CSR in the second half of 2010 or early 2011.

Methodology

The European Commission will convene 5 one-day workshops between September 2009-
February 2010. Each workshop will focus on a common set of core questions, but examined
from the perspective of a different stakeholder group in each case. The guiding orientation of
this work will be the information needs and demands of enterprises themselves and their
stakeholders.

The core questions to be addressed would be:

1.

What are the legitimate information needs of the stakeholder group in question?
Why is this information needed and to what use is it or would it be put? What
difference does or would the provision of (better) information make?

To what extent do current disclosure practices meet the information needs of the
stakeholder group in question? Who are companies trying to communicate with and
provide information to? What is current best practice from the company point of
view and from the point of view of the stakeholder group in question? What needs
to change to better meet the information needs, and can companies make those
changes? Are transparency and materiality common goals and what needs to
happen for those goals to be achieved?

Is it important for the stakeholder group in question that disclosure of ESG
information be linked to financial reporting? Why? What technical / IT tools are
available (or to be developed) to ensure the most efficient preparation and
dissemination of such information ?

Is a common set of comparable non-financial KPIs desirable? If so, to what extent
is it feasible to achieve, and what would then be the ideal balance between cross
sectoral and sector-specific indicators?

What are/could be the most effective and efficient mean(s) to promote a better and
more widespread disclosure of ESG performance information, which should be
useful for the companies that disclose it and for stakeholders which may require it?
What are the costs and benefits of different approaches? Should these means be
national, EU-wide or global? What might be the added value, if any, of action at
EU level? How should the particular needs and circumstances of SMEs be
addressed? How can the needs of stakeholders outside the EU be addressed?

The 5 workshops would respectively deal with these questions from the perspective of the
following stakeholder groups:

Workshop 1 (September 18): Enterprises (the providers of ESG information)

Workshop 2 (October 30): Investors (mainstream and SRI), financial analysts,
accountants, rating agencies



- Workshop 3 (December 4): Civil society and NGOs, consumers, media
- Workshop 4 (January 27, 2010): Trade unions, public authorities
- Workshop 5 (February 25, 2010): Concluding workshop

The workshops will be dynamic, with times for speakers restricted to a few minutes and
considerable space left in the agenda for open discussions.

Participants

A core group of persons and organisations would be invited to attend all the workshops, in
order to provide for continuity and to create opportunities for further coordination in the
medium-term. This core group will include:

(1) Up to two representatives from organisations or initiatives that are a reference in this
field:

- Global Reporting Initiative (GRI)

- UN Global Compact

- Federation of European Accountants (FEE)

- CSR Alliance Laboratory on Market Valuation of Financial and Non-financial
Performance

- European Federation of Financial Analysts Societies (EFFAS)

- Secretariat of the UN Principles for Responsible Investment (UNPRI)

- International Corporate Governance Network (ICGN)

- Transparency International

- Experts from 4 Member State Governments active in this field (FR, DK, ES, SW)

(2) Up to two representatives nominated by each member of the CSR Forum
Coordination Committee:

- BUSINESSEUROPE

- UEAPME

- EUROCHAMBRES

- CSR Europe

- European Trade Union Confederation

- EUROCADRES

- European Coalition for Corporate Justice (ECCJ)

- Amnesty International

- Friends of the Earth Europe

- European Sustainable Investment Forum (EUROSIF)
- European Academy of Business in Society (EABIS)
- European Consumers’ Organisation (BEUC)

- European Savings Bank Group (ESBG)

- Cooperatives Europe



Persons nominated by the CSR Forum Coordination Committee must be experts in the
field.

In addition to the core group, a number of additional speakers and other experts will be
invited to attend one of the workshops, in accordance with the focus of the particular
workshop in question. It will be crucial to the success of the workshops that these invited
speakers include individual company representatives, as well as practitioners from the
stakeholder group in question. The Commission will seek the advice of stakeholders in order
to identify appropriate speakers.

Approximately 60 persons, including European Commission representatives, would
participate in each workshop.

This initiative is lead by the European Commission’s Directorate-General for Enterprise and
Industry , with the active involvement of other relevant Commission services, including DG
Employment and Social Affairs, which is jointly responsible for Commission policy on CSR.
In late 2009 the Commission (DG Employment and Social Affairs) intends to contract a
consultant to carry out a study of current CSR reporting practices. The study will build on the
outcomes of the proposed workshops.

Other considerations

The success of this initiative will be at least partially dependent on the good preparation of
each individual workshop, with objectives, key questions and reference documents identified
and shared in advance.

The workshops will be held under Chatham House rules. Written summaries of each
workshop, which do not attribute comments to particular speakers, will be published on the
web together with other relevant background documents.



European Workshops on Disclosure of Environmental, Social and
Governance Information

Workshop 1 — The enterprise perspective — Friday 18 September 2009

. . *
Summary of discussions

Introduction

This was the first in series of 5 multistakeholder workshops hosted by the European
Commission to explore the disclosure of environmental, social and governance (ESG)
information by enterprises. More information about the context and objectives of these
workshops can be found here.

The first workshop looked at ESG disclosure from the perspective of enterprises themselves,
the information providers. Specific objectives identified before this workshop were to:

- better understand current ESG disclosure practices and trends;

- better understand the motivations of enterprises regarding ESG disclosure, including
why some enterprises chose to communicate ESG information publicly, while other
enterprises, especially SMEs, chose not to do so;

- identify key problems faced by enterprises in achieving what they want to achieve
through ESG disclosure;

- and identify possible ways of addressing those problems.

The workshop was chaired by Pedro Ortun, Director in the Directorate-General for Enterprise
and Industry, European Commission. The agenda and a full list of participants are attached.

The workshop was held under Chatham House rules. This summary reflects points made by
different speakers during the discussion, but does not imply that all participants endorse all
points. Many of the points reported in this summary are statements of opinion and should not
necessarily be taken as fact.

As will be the case throughout this series of multistakeholder workshops, no single
stakeholder group made up the majority of participants. This summary includes points made
by all stakeholders, not just representatives of enterprises and business organisations.

What are current trends in ESG disclosure by enterprises?

ESG disclosure takes different forms and can be directed at diverse audiences. It covers,
amongst other things: formal CSR or sustainability reports, chapters integrated in annual
reports or annual accounts, digital disclosure, advertising, information on packaging, internal
communication to employees, subject specific publications, and responses to rating agency or
buyer questionnaires.

* . . . . .
This summary does not necessarily represent the views of the European Commission.



In some circumstances the boundary between marketing and ESG disclosure is not always
clear, which is a concern for some stakeholder groups.

For most large companies, the publication of a formal CSR/sustainability report remains the
centrepiece of their ESG disclosure. Such reports have become increasingly common in
recent years. The most innovative companies in this field are experimenting with different
disclosure techniques, including the use of electronic and social media. Others have moved
towards fully integrated annual reports with ESG disclosure in different parts of the report.
Amongst some enterprises there is a trend towards harder data and less general description in
CSR/sustainability reports.

Other notable trends include: a greater emphasis on 3" party assurance of reports, which
brings a added degree of formality to the disclosure process; more emphasis on the positive
contribution of the enterprise to society and the environment; more disclosure of anti-
corruption policies; many reports make reference to the Global Reporting Initiative (GRI),
although fewer adhere strictly to the GRI framework; and, in some cases, more integration of
ESG information into annual reports.

In terms of the numbers of enterprises publishing CSR/sustainability reports, Europe risks
losing global leadership. Figures from the GRI suggest that 48% of companies reporting with
reference to the GRI are from EU, compared to 60% four years ago. This reflects the growth
in ESG disclosure amongst companies from emerging markets. The state owned company
department of the Chinese Ministry of Commerce has recently called for ESG disclosure by
China’s state-owned enterprises.

These trends apply almost exclusively to large companies. Not surprisingly, it is the leading
large companies in the field of ESG disclosure that attract the most attention. Overall there is
a wide variety of attitudes and practices, influenced amongst other things by size of
enterprise, and its sector and country of operation.

With some exceptions, small and medium-sized enterprises (SMEs) practice disclosure and
transparency in an informal manner and without publishing CSR/sustainability reports. This
is consistent with the fact that CSR and sustainability processes in SMEs also tend to be
informal in nature. SMEs are most likely to communicate ESG information to their
employees and to buyers. Half of the 5.000 member of the United National Global Compact
are SMEs, and they are required to issue a Communication on Progress every two years. The
GRI has established a simplified reporting model, which is currently applied by about 150
SMEs. The European social partners in the tanning sector have launched a programme to
support CSR/sustainability reporting by SMEs in that sector. The Spanish association of
pharmacies has adapted the GRI guidelines for their 55.000 members, mainly SMEs.

What are enterprises trying to achieve through ESG disclosure? What advantages can
it bring?
Participants mentioned the following drivers and benefits of ESG disclosure for enterprises:

- Promoting CSR/sustainability within the enterprise. ESG disclosure ought not to be seen
as an isolated package, but rather as part of broader process of change. The discipline of




ESG disclosure, if it involves qualitative and quantitative ESG indicators by department,
can make a significant contribution to the mainstreaming of CSR and sustainability in an
enterprise. It can bring CSR and sustainability down to the operational and middle-
management level. ESG disclosure can also lead enterprises to discover new opportunities
and new information about their own operations, which can in turn help to alter internal
attitudes to the relevance of CSR and sustainability. Such information can empower
individual “sustainability champions” within the enterprise. To be a driver for internal
change, ESG information should put quality over quantity, be forward-looking, cover the
supply-chain, and be controlled and credible.

Contracts and new business: a commitment to CSR and sustainability, which ESG
disclosure can help to demonstrate, is sometimes useful and even necessary for winning
new contracts with government or other businesses. This is a result of trends in public
procurement and the greater attention many enterprises are giving to social and
environmental issues in their supply chain. It still remains the case, however, that the
great majority of purchasing decisions are based first and foremost on quality, price,
delivery times and payment terms.

Desire to feature in sustainability indexes: for some enterprises, featuring in sustainability
indexes such as the Dow Jones Sustainability Index or FTSE For Good is a conscious
objective of their decision to disclose ESG information.

Social license to operate: ESG disclosure can in some cases be a largely reactive and
defensive process designed to mitigate criticism or demands from external stakeholders
such as non-governmental organisations.

Improving stakeholder dialogue: the process of ESG disclosure provides opportunities for
new forms of engagement with stakeholders. The workshop heard from a company that
engages with stakeholders to help define the materiality of different ESG issues and so
identify which issues merit action and disclosure. This helps the company to understand
to manage stakeholder expectations. Top-down ESG disclosure processes, however, are
unlikely to improve dialogue with stakeholders inside or outside the company. The
workshop heard another case study where collaboration between an enterprise and NGOs
resulted in a new mechanism to communicate ESG information on financial products to
consumers. ESG disclosure can also be a useful tool to improve dialogue with the
enterprise’s own personnel and their representatives.

Human rights: enterprises have an obligation to respect human rights. ESG disclosure can
be a useful tool in helping enterprises to meet that obligation.

What are the main challenges and problems faced by enterprises regarding ESG
disclosure?

Participants identified the following problems and challenges for enterprises with regard to
ESG disclosure:

Intended recipients of information are not satisfied: Investors, non-governmental
organisations and employees representatives — groups often cited as intended recipients of
disclosed information — frequently criticise the ESG disclosure of enterprises. Typical



complaints include: arbitrary selection of data and indicators, inaccuracy of data, lack of
comparable data between enterprises, failure to link ESG information to company
strategy, lack of forward-looking analysis, and an excessive marketing approach. NGO
representatives in particular remarked on the need for more information regarding anti-
bribery and anti-corruption policies, which can enhance responsible corporate governance
and competition, and the lack of information about the impact, including possible negative
impact, of company operations on affected communities. Part of the problem is that
different stakeholders have different information requirements and expectations, and
meeting them all is extremely difficult, if not impossible. Anecdotal evidence suggests
that many intended recipients may not read CSR/sustainability reports. Other CSR
professionals and students are often the most assiduous readers of such reports.

- Communication with consumers is especially problematic: Either information does not
seem to reach consumers, or they are confused with the information they do receive. Most
labels are not able to reflect the complexity of CSR/sustainability challenges.

- The costs of ESG disclosure: the process of collecting information and then publishing it
in an accessible and attractive format can be costly. Costs increase if the intention is to
provide different information in a different format to different stakeholder groups, and if
external assurance providers are engaged.

- Internal resistance: the counterpart of ESG disclosure being a tool to drive internal change
is that it can also meet significant internal resistance. For some enterprises, a culture of
greater openness and transparency would represent a big cultural shift.

Transparency and materiality in ESG disclosure: what is the difference and why are
they important?

Although not mutually exclusive, transparency and materiality correspond to different
stakeholders with different constituencies and agendas, each legitimate in its own right, and
they can sometimes be conflicting.

Transparency values the disclosure of data for its own sake, sometimes as a question of
principle. Materiality seeks to define which data is actually important in terms of influencing
the decisions of the intended recipients of the information. Complete transparency, while
arguably better than no transparency, can result in too much data, confusing those who want
to focus on material information and even hampering rather than facilitating organisational
change.

To some extent, transparency may be motivated by the need for social license to operate,
whereas materiality 1s more commonly a question of assessing how ESG data is relevant to
the performance of the company. Some stakeholders ask to whom the information should be
material, and would include groups such as communities affected by a company’s operations.

For investors and indeed for enterprises themselves, data need to be linked to context,
strategy, risks and financial results in order to be material. Materiality cannot be addressed
through a check-list approach of key performance indicators. The workshop heard the
example of the percentage of a European company’s workforce that comes from ethnic
minorities. In itself that figure is not very useful to investors (or other stakeholders). By



contrast, it may be useful to know that the company seeks to ensure that the makeup of its
workforce reflects the ethnic make-up of the population and the impact that has on customer
satisfaction and sales. Often enterprises themselves understand internally the importance of
ESG factors to their overall performance, but fail to communicate this to investors. There is a
need, therefore, “to externalise the internalities”.

The European CSR Alliance Laboratory on “Corporate Responsibility and the Valuation of
Financial and Non-financial Performance” has developed a framework for dialogue between
companies and investors that identifies 6 key ESG areas and 9 key metrics. The European
Federation of Financial Analysts Societies (EFFAS) is developing a set of indicators, of
which about 20 would be applicable to any individual company. In terms of materiality, a
relatively small number of indicators is preferable: “less is more”.

The workshop heard a case study from a Japanese company that uses the framework of the
World Intellectual Capital Initiative (WICI), in which ESG information is treated in the same
way as other non-financial and future oriented information.

Today’s financial accounting standards also seek to balance materiality and transparency, and
are the result of many years of debate and practice.

Why do some enterprises chose not to disclose ESG information?

The workshop heard from a representative of one enterprise that had consciously chosen not
to disclose ESG information. This decision was taken on principle, in spite of the fact the
enterprise works in the environmental sector and is engaged with its local community. Any
additional ESG disclosure beyond what is required by law was considered to be an
unnecessary cost. ESG information is not commensurable, and distracts enterprises from
focusing on the considerations that are really important to their long-term performance.
Externalities should be internalised by appropriate institutional frameworks that create
rational incentives to take appropriate actions, not by encouraging bureaucratic window-
dressing.

The workshop also heard from a representative of one enterprise that does disclose ESG
information but does not publish any kind of CSR/sustainability report. Working in the B2B
sector, the enterprise has a tradition of intensive communication with its customers. It prefers
to provide customers with the right amount of the right ESG information at the right time.
This approach has helped the company to create and keep credibility. The enterprise believes
that a duty based on legal regulation of ESG disclosure in the form of a report creates no
added value, and raises difficult questions of cost, and the need for control and assurance.

National approaches to ESG disclosure in the European Union

Four EU Member States outlined their current policy on ESG disclosure:

- Denmark: has passed a new law on CSR reporting which will come into force in 2010.
An important objective of the law is to enhance Denmark’s international reputation for

responsible growth. It also aims to bridge the gap between the 70% of Danish enterprises
who say they are active in the field of CSR, and the 20% who currently report on it. The



law is principles based and does not affect the voluntary status of CSR itself. It requires
the 1000 largest companies, state-owned public limited companies and financial
institutions to 1) describe their CSR policy (or state that they do not have one); 2) explain
how they have implemented that policy; and 3) describe the results of the policy and
expectations for the future. The principles-based approach as well as the decision to give
companies a large degree of flexibility with regard to how they chose to publish the
information also serves to promote better regulation and reduce administrative costs. The
law does not require that reports be consistent with the GRI, but the Danish government
supports the GRI and encourages large companies to use it. .

- Spain: has established a State Council (Consejo Estatal) with representation from
business, civil society, trade unions and public administrations. One aim of the Council is
to develop common standards and characteristics of CSR reports. Spain does not have a
legislative approach to ESG disclosure beyond the existing requirements of European
legislation.

- France: The 2001 Nouvelle Loi Economique provides a list of social and environmental
issues that listed companies should address in their annual report. There is no, however,
any established penalty for non-compliance. An evaluation of the law will soon be
published. It seems to have mobilised companies and driven the creation of
CSR/sustainability expertise. A new bill is now pending to extend the requirements to
non-listed companies above a certain size. France considers that: the same requirements
cannot be placed on large and small enterprises; listed companies have specific
responsibilities to the market; some harmonisation and benchmarking is necessary; there
is a need to address the issue of suppliers outside Europe; and that Europe has a role to
play in the field of ESG disclosure.

- Sweden: introduced a requirement in 2008 on the 54 Swedish state-owned companies to
report using the GRI framework, with 3 party assurance. The law is uses the “comply or
explain” principle. As a result of the new requirement, in 89% of state-owned companies
reported according to GRI in 2008, compared to 14% in 2007. The requirement has also
had some effect on the private sector: of the 100 largest Swedish private companies, 25%
reported according to the GRI in 2008, compared to 15% in 2007.

From an enterprise perspective, what might need to change?

During the final session of the workshop, the following views were expressed:

- There is a danger of focusing on ESG disclosure at the expense of ESG action. Actual
ESG performance and internal change within companies should be given greater

prominence than disclosure.

- Legislation to make ESG disclosure obligatory is not required. Harmonisation and
obligation in this field would be counter-productive.

- A basic platform and a common approach to ESG disclosure is necessary.

- There is a need for appropriate tools to help SMEs with this issue. The GRI in its current
general form is not appropriate for SMEs. There is a role for local level support to SMEs



on ESG disclosure, including training, financial assistance, good practice exchange, and
giving visibility to SMEs that lead in this field.

- There is a need to agree some common terminology and definitions of concepts (ESG
disclosure, reporting, non-financial performance, etc.).

- There is a danger of giving a confused message to SMEs. These workshops are looking at
ESG disclosure, while the European Commission is also proposing to exempt SMEs from
financial disclosure requirements.’

- Sector-based approaches to ESG disclosure may sound attractive, but they are not
necessarily a panacea and have their own complications. Many companies within a sector
are in fact very different and comparing like with like remains very difficult.

- Global companies face a “mess” of different schemes and legislation at different levels.
Some transnational companies would like to have a common standard. Global and listed
companies are free to produce an ESG report if they wish, and if they do it would be
useful to have a standard to cover two different levels: a) comparative information
following the UN Global Compact and related GRI indicators and b) some sector-based
indicators based on materiality.

- If Europe does not take the lead in this field then others, such as the US Securities and
Exchange Commission, may do so.

- Any common step forward in this field will: require an open mindset on the part of all
involved; need to be keep in mind the overall objective of creating a more sustainable
system; and need to be multifaceted.

- It is absolutely important to recognise the business case for more effective communication
of ESG information.

- We are not far from common ground. There is some confusion, but there are also the
elements of a solution.

" The European Commission has proposed that EU Member States should have the option of exempting micro-
entities from financial reporting requirements.



Agenda

Workshop 1: The enterprise perspective

Friday 18 September 2009, 9.00 - 17.00

Sicco Mansholt Room, Charlemagne Building, Rue de la Loi 170, Brussels

9.00 - Welcome and introduction: Pedro Ortin, Director, European Commission
9.15

What do these workshops aim to achieve, and how will do they do it? What is the
expected role of participants?

Brief presentation of participants.

9.15 - What are the current trends in ESG disclosure by enterprises?
10.15

The series of workshops will start with an overview of current ESG disclosure
practices, together with two companies illustrating some of those practices.

e Presentation by an expert with an overview of trends in ESG disclosure (10
minutes): Roger Cowe, Context

e Company case study (10 minutes): Joaquim Croca, Vodafone

e Company case study (10 minutes): Pierre Dutrieu, Caisse Nationale des
Caisses d’Epargne and Yann Louvel, Amis de la Terre, France

Open discussion (30 minutes):

- What are the key trends in ESG disclosure, and how do they vary
according to size and type of company?

- What has changed compared to 5 years ago? What are the factors likely to
influence future trends?




10.15 -
12.15

What do enterprises want to achieve through ESG disclosure? And to what extent
are they achieving it?

This session will explore the motivations of enterprises with regard to ESG
disclosure, and ask to what extent they are achieving what they set out to achieve.

It will be divided into 4 parts of 30 minutes each, each part based around one
particular question. There will be two discussants for each question, who will start
the discussion with short introductory statements (3 minutes), after which they will
be open to “interview” by other participants.

1. Many enterprises are trying to communicate ESG information to different
audiences: with which audiences are they most successful and which least? What
factors influence success?

e Steve John, ArcelorMittal
e Carlos Cordero, Observatorio RSE, Spain

2. How can ESG disclosure function as a tool for driving internal change?

e Michel Bande, Solvay
e Patrick Itschert, European Trade Union Federation, Textiles, Clothing and
Leather

3. Transparency and materiality: are they common goals for enterprises that
practice ESG disclosure?

e John Swannick, Lloyds TSB
e Matt Christensen, EUROSIF

4. Why do some enterprises chose not to disclose ESG information?

e Bruno Prior, Summerleaze
e Andrea Linke, Voith AG

12.15 -
12.30

A view from outside Europe

e Akira Fujiyoshi, Eisai Co., Ltd., and member of World Intellectual Capital
Initiative (Japan)

12.30 -
13.30

Lunch




13.30 -
14.15

What barriers are there to enterprises achieving what they want to achieve through
ESG disclosure?

On the basis of the morning sessions, this will be a dynamic brainstorming to list
the main concerns and challenges faced by enterprises with regard to ESG
disclosure.

Introduced by a representative from the European Commission, on the basis of the
morning’s discussions.

14.15 -
15.15

National approaches to ESG disclosure in the European Union

Presentations from representatives of Denmark, Spain, France and Sweden (7
minutes each), explaining their policy on ESG disclosure.

e Victor Kjaer, Deputy Director General, Danish Centre for CSR, Danish
Commerce and Companies Agency

e Miguel Angel Martinez de la Riva, Direccion General de la Economia
Social, del Trabajo Auténomo y de la R.S.E, Ministerio de Trabajo e
Inmigracion, Spain

e Michel Doucin, Ambassadeur chargé de la bioéthique et CSR, France

e Jenny Didong, Division for State Enterprise, Ministry of Enterprise,
Energy and Communications, Sweden

Open discussion (30 minutes):
- What might be the advantages and disadvantages of these different approaches?

- To what extent do they take account of different sizes and types of enterprise?

15.15 -
16.15

“Disclosure Nirvana’: what does it look like for enterprises?

This session will gather ideas about what for enterprises would be the ideal
scenario for ESG disclosure, and what might need to change in order to reach that
ideal scenario. (This same “disclosure Nirvana” question will be addressed from
the perspective of different stakeholders in subsequent workshops).

Format: Company and business representatives each answer the question “If you
could change one thing, what would it be?” (2 minutes each)
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e Vladimira Drbalova, BUSINESSEUROPE and Confederation of Industry
of the Czech Republic and

e Luc Hendrickx, UEAPME
e (Carmen Ragno, EUROCHAMBRES and Milan Chamber of Commerce
e Alberto Andreu Pinillos, Telefonica, Spain

e Lettemieke Mulder, Unilever and CSR Europe

Followed by general discussion.
Themes to consider:

- How to make better use of ESG information that is already disclosed by
enterprises?

- Is there a need to take account of the specific circumstances of SMEs, and
if so, how?

- Do enterprises see any advantage in having commonly agreed general
and/or sector specific disclosure indicators?

- What “reward” might enterprises reasonably expect from consumers,
investors, civil society, public authorities, media?

- Whatrole, if any, should governments and public authorities play at
national, European, global levels?

16.15 -
17.00

Feedback, Conclusions, Next Steps

Next steps for subsequent workshops:
- Format, number and type of participants
- Webstreaming
- Written contributions

Next meetings of High Level Group of National Representatives on CSR, and of
CSR Forum Coordination Committee.
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EU Commission High Level Group on Corporate Social Responsibility

The Danish Government Centre for CSR has a seat in the “EU Commission High Level
Group on Corporate Social Responsibility”. The group includes representatives of all the
EU member states and meets twice a year in Brussels.

The aim of the group is to facilitate the sharing of knowledge and information on new initiatives in the field
of CSR between the member states and the Commission. Similarly, researchers, interest organisations and
companies are invited on a regular basis to participate in order to present their views as well as new
knowledge gained.

e The EU Commission's High Level Group on CSR does not have a homepage. However, this page will
continuously be updated with information.

CONTACT

Rune Gottlieb Skovgaard

LINKS

High level group on competitiveness, energy and the environment

Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99

Danisn Commerce anD Companies AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw56464.asp 15/03/2010
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European Commission

European Commission Enterprise and Industry Policies ... High level group on
competitiveness, energy and the environment
High level group on competitiveness, energy and the environment

The High Level Group on Competitiveness, Energy and the Environment functioned as an advisory platform
bringing together the Members of the Commission for Enterprise and Industry, Competition, Energy, and the
Environment as well as all relevant stakeholders.

The mandate @ [25 KB] of the High Level Group (HLG) was to provide advice to policy makers at Community and national
levels, industry and civil society organizations in the most appropriate format on issues where competitiveness, energy and
environmental policies interrelate and impact on basic and intermediate product industries. The mandate was given for two
years: it was not extended. The HLG was assisted in its debates and advice by a Sherpa sub-group, which processed,
coordinated and integrated the work of ad hoc groups (Mandate of the Sherpa sub-group @ [16 KB]).

In this context, the Commission invited the High Level Group to give advice for action, in particular, in connection with the
following issues:

« the functioning of energy markets, particularly the electricity and gas markets;

« climate change, particularly the emissions trading scheme, energy efficiency and renewables;

« the implementation of the Thematic Strategy on the prevention and recycling of waste and related
legislation;

* the improvement of resource efficiency and the uptake of environmental and other innovative technologies;

« the development and uptake of environmental and other innovative technologies;

 concrete implementation of better regulation principles.

Who was involved

The list of members ﬁ [200 KB] includes the Commissioners for Enterprise and Industry, Competition, Energy, and the
Environment, Ministers, Members of the European Parliament, industry, environmental NGOs, consumers, trade unions
and regulators. Members were appointed ad personam. Each member of the HLG nominated a personal representative to
a preparatory sub-group; the so-called 'Sherpa' sub-group (List of Sherpas @ [13 KB]).

The HLG also sought input from experts who were invited by the Commission to participate in ad hoc groups. Ad hoc
groups were created to examine specific questions in relation with priority policy issues, under the terms of reference
established by the HLG. The ad hoc groups were closed as soon as they had fulfilled their mandate. Attendance of the ad
hoc group meetings was limited to the invited experts. For the complete list of ad hoc groups please refer to the work plan

of the High Level Group @ [19 KB] .

HLG meetings

HLG reference material

HLG Conference

http://ec.europa.eu/enterprise/policies/sustainable-business/policy-integration/high-lev... 15/03/2010



EN

TERMS OF REFERENCE OF THE HIGH LEVEL GROUP ON
COMPETITIVENESS, ENERGY AND THE ENVIRONMENT

CONTEXT

The Commission announced in its Communication on “Implementing the Community Lisbon
Programme: a policy framework to strengthen EU manufacturing - towards a more integrated
approach for industrial policy” the creation of a High Level Group on Competitiveness,
Energy and the Environment.

OBJECTIVE

The Commission decided to establish a High Level Group on Competitiveness, Energy and
the Environment to contribute to examining the links between industrial, energy and
environmental policies and ensuring the coherence of individual initiatives, whilst improving
both sustainability and competitiveness, notably building upon input from research in this
field.

The High Level Group will give advice:

— to foster consistency of policy and legislative initiatives in the domains of
competitiveness, energy and environmental policies, through closer coordination
and the development of an integrated approach;

— to contribute to creating a more stable and predictable regulatory framework.

M ANDATE

The High Level Group is mandated to provide advice to policy makers at Community and
national levels, industry and civil society organizations in the most appropriate format on
issues where competitiveness, energy and environmental policies interrelate and impact on
basic and intermediate product industries. The mandate is given for two years: it may be
extended by Commission Decision.

In this context, the Commission will invite the High Level Group to provide advice for action,
in particular, in connection with the following issues:

— The functioning of energy markets, particularly the electricity and gas markets;

— Climate change, particularly the emissions trading scheme, energy-efficiency and
renewables, including energy taxation and removal of harmful subsidies

— The implementation of the Thematic Strategy on the prevention and recycling of waste and
related legislation;

— Improvement of resource efficiency;

— The development and uptake of environmental and other innovative technologies;

— Concrete implementation of better regulation principles

The High Level Group will fully integrate the international aspects into their reflections and
opinions.

EN
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PROPOSED APPROACH

The High Level Group will establish its own working method and will decide on the items to
be included in the agenda for discussion. Discussions on the different topics will be conducted
on the basis of documents prepared by the Commission, industry, NGOs, other participating
parties or by external consultants, where appropriate.

Each member of the High Level Group will nominate a personal representative to the sherpa
sub-group.

The sherpa sub-group will prepare the discussions, position papers and advice for actions
and/or policy measures to be endorsed by the High Level Group; it will work in close contact
with the Commission services.

The High Level Group may decide on the most appropriate way to feeding its reflections with
any substantive studies or contributions, including the creation, where appropriate, of a
l[imited number of ad-hoc groups. The members of the sherpa sub-group may be involved in
this process.

The High Level Group will be co-chaired by the Commissioners for Enterprise and Industry,
Environment, Competition and Energy, according to the subjects being addressed and on the
basis of a revolving chairmanship. The Commissioners will chair the meetings or parts of
meetings pertaining to their portfolio competencies. The practical implementation of this
principle will be decided on a case by case basis ahead of every meeting.

The secretariat of the High Level Group, the Sherpa sub-group and the ad-hoc groups will be
provided by DG ENTR, DG ENV and DG TREN.
REPORTING AND DEL IVERABLES

The High Level Group shall provide advice, in the most appropriate format (e.g. statement,
report). This advice may be addressed to policy makers at Community and national level,
industry, and civil society organisations. The Group may also decide to make publicly
available the non-confidential conclusions of the meetings, outlining decisions taken and
progress made.

MEMBERSHIP

The Vice-President of the European Commission, responsible for Enterprise and Industry, Mr.
Gunter Verheugen

The Member of the European Commission, responsible for Environment, Mr. Stavros Dimas
The Member of the European Commission, responsible for Competition, Ms. Neelie Kroes
The Member of the European Commission, responsible for Energy, Mr. Andris Piebalgs

The High Level Group of up to 28 participants is as wide as required to ensure that relevant
stakeholders are represented, and as targeted as possible to ensure that they can contribute
relevant input.
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Representation is at the highest level from different administrations and organisations
including the Commission, Member States, European Parliament, and relevant stakeholders,
notably industry and civil society, inter alia, consumers, trade unions, NGOs and regulators.
Members of the High Level Group are appointed for their expertise in a personal capacity,
without replacement by deputies or nominated representatives.

WORK PLAN AND INDICATIVE TIMETABLE

The High-level Group will meet whenever appropriate as often as required and as long as
relevant matters within the scope of its mandate will require debate and advice by the HLG. It
shall conclude its work 24 months after the adoption of the Commission’s Decision creating
it. The Commission may decide, in the meantime, on a possible extension of the duration.
About two meetings of the sherpa sub-group are expected to be necessary to prepare the
debates at the High Level Group.

The sherpa s sub-group will set up awork plan to be approved by the High Level Group in its
first meeting.

EN



Sherpa sub-group of the
HLG on Competitiveness, Energy and the Environment

Mandate

Context

The Commission has decided to set up a High Level Group (HLG) on Competitiveness,
Energy and the Environment from high level persons with competence and responsibility in
the areas of industry, energy, and the environment. Each member will nominate a personal
representative to a preparatory sub-group the so-called ‘ sherpa’ sub-group.

Objective
The Sherpa sub-group will assist the High Level Group in its debates and advice.

Work plan

The Sherpa sub-group will process, coordinate and integrate the work of ad hoc groups. On
the basis of input from the ad hoc groups and relevant contributions or documents, it will
prepare the debate of the HLG and will make recommendations to the HLG. It will notably
prepare position papers, and advice for actions or policy measures to be taken by the HLG.

The sherpas will discuss and identify before each meeting of the HLG:
- Subjects for discussion by the HLG,;
- Input to the conclusions to be taken by the HLG; and
- Sensitive and problematic issues.

Methodology and deliverables

Emphasis should be put on the feasibility of the proposed recommendations to the HLG,
taking into account, in a balanced manner, short term and long term economic as well as
environmental considerations. Emphasis will also be given to technology.

The meetings will be convened by the Commission. The Sherpa sub-group shall be chaired by
a representative of the European Commission. The chair of each subject will depend on the
subject area discussed. The minutes of the meetings, the possible reports and presentations of
the Sherpa sub-group will be drafted by the secretariat provided by the Commission.

The sherpas will be able to attend the meetings of thead hoc groups if so they wish. They will
attend the HL G meetings but do not substitute HLG members

Timetable and duration

The sherpa sub-group shall start working as early as possible in February. It will meet as often
as required, ahead of the HLG meetings. In between meetings it will use the most appropriate
communication means (e.g. e-mail, telephone and fax) to exchange information, documents or
to draft joint papers. The sherpa sub-group shall be closed when the HLG will terminate its
activities.

28-02-2006 Page 1/1
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Links

Relevant links concerning CSR.

CSR in general
e People & Profits project

e CSR-driven innovation

EU related information

e EurActiv
e European Commission
e Treaty of Lisbon

e European Multistakeholder Forum on CSR - Final report (pdf 2.03
MB)

Climate

e Greenhouse Gas Protocol (GHG Protocol)
e Carbon Trust

e Danish Electricity Saving Trust

e Carbon Disclosure Project

e COP 15

e Energy Service Denmark

e Danish Ministry of Climate and Energy

Environment
e EMAS

e Ecolabelling Denmark
e Eco-Label catalogue

e Key2Green Network

http://www.csrgov.dk/sw54119.asp 15/03/2010
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e Green Network

e United Nations Environment Programme (UNEP)

Suppliers
e The Human Rights and Business Project

e SUSBIZ India - Partnerships for Sustainable Business Development

SRI1 - Socially Responsible Investment

e The Promise of Socially Responsible Investing (a conference in
november 2008)

Ministries and public authorities
e Danish Commerce and Companies Agency (DCCA)
e Danish Ministery of Economic and Business Affairs
e Danish Ministry of Employment
= Danish Standards
e EKF - a Danish export funding foundation
« |FU
e Danish Ministry of Climate and Energy
e Danish Energy Agency
e Danish Ministry of the Environment
e Danish Environmental Protection Agency

e Danish Ministry of Foreign Affairs

Networks and organisations

e Center for Corporate Social Responsibility, Copenhagen Business
School

e Danish Ethical Trading Initiative
e The Danish Institute for Human Rights

e The Danish council for sustainable business development

http://www.csrgov.dk/sw54119.asp 15/03/2010
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Interest groups and trade associations

Amnesty International

International Dalit Solidarity Network
Danish Shipowners' Association

Danish Society for Nature Conservation
The Confederation of Danish Employers
Danish Construction Association

Danish Chamber of Commerce

DanWatch

Confederation of Danish Industry
CO-industri

The Danish Bankers Association

Danish Insurance Association

Danish Consumer Council

Greenpeace International

The Danish Federation of Small and Medium-Sized Enterprises
Save the Children

Danish Confederation of Trade Unions (LO)
WWF

United Federation of Danish Workers

International pages

Business Europe

CSR Europe

European Trade Union Confederation

UNDP

World Business Council for Sustainable Development
Boston Scientific

ISO - International Organization for Standardization

Page 30f 4

The German Ministry of Labour and Social Affairs’ homepage on CSR

http://www.csrgov.dk/sw54119.asp

15/03/2010
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— — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
DanisH CoOMMERCE AND COMPANIES AGENCY

eogs@eogs.dk
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Nyheder 2010

New CSR tool launched

29 January 2010: The Ideas Compass was launched in Copenhagen on January 27th. The online tool was
made to inspire SMEs and make it easier for them to develop products and at the same time contribute to
solve some of the many challenges that todays society faces.

READ MORE ABOUT THE IDEAS COMPASS

—— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99
Danish COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw57971.asp 15/03/2010
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CSRgov.dk

29. January 2010

New CSR tool launched

The Ideas Compass was launched in Copenhagen on January 27th. The online tool was
made to inspire SMEs and make it easier for them to develop products and at the same
time contribute to solve some of the many challenges that todays society faces.

The new tool covers corporate social innovation by guiding the SMEs according to their plans. The Ideas
Compass also contains cases from different companies about their own experience with corporate social
innovation.

The tool is made by The Danish Commerce and Companies Agency and it is the third in a row of online
compasses covering different areas in CSR. The first tool — The CSR Compass (in Danish only) — covers
responsible supply chain management and the second — The Climate Compass — focuses on reducing the
companies’ carbon emission.

e Visit The Ideas Compass

—_— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99

I
Danisn Commerce anD Companies AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw58189.asp 15/03/2010
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Nyheder 2009

Press release: The world’s most extensive carbon
calculator is now being launched

15 December 2009: At the occasion of the COP 15 in Copenhagen, The
Confederation of Danish Industry and The Danish Commerce and
Companies Agency has launched an English version of The Climate
Compass

SEE THE PRESS RELEASE

New Guide on Human Rights Reporting

13 November 2009: UN Global Compact, Global Reporting Initiative and
Realizing Rights has jointly launced a new guide helping companies to
report on Human Rights-related topics within CSR.

READ MORE

UN PRI announces research awards

9 November 2009: The six awards will go to the best academic papers
on the theme of ‘Mainstreaming Responsible Investments’. The winners
will be announced at PRI's annual conference in Copenhagen, May
2010. The project is financed by The Danish Commerce and Companies
Agency.

READ MORE ABOUT THE PRI RESEARCH AWARD

Denmark sets an example in reporting

9 November 2009: The second out of 5 workshops on ESG disclosure
took place on Friday October 30ieth at The European Commission in
Brussels. Denmark stole a great deal of the attention.

READ MORE

http://www.csrgov.dk/sw52018.asp 15/03/2010
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European workshops on the disclosure of ESG
information

27 October 2009: Between September 2009 and February 2010 the
European Commission is hosting a series of 5 multistakeholder
workshops on company disclosure of environmental, social and
governance (ESG) information.

READ MORE

GRI Advisory Group to meet in Denmark

4 August 2009: By the end of September this year, The Danish
Commerce and Companies Agency will be hosting the next meeting of
the Government Advisory Group of the Global Reporting Initiative.

READ FULL ARTICLE

UN Global Compact: Notable Reporters Outperform
Key Stock Index

22 June 2009: The UN Global Compact reports that participants
recognized as good, or “notable”, sustainability reporters have
outperformed a major stock market index over the past two years. This
is the key finding of a new study released by the RiskMetrics Group.

READ MORE AT THE UN GLOBAL COMPACT WEBSITE

Requiring Transparancy

13 May 2009: On 14 May, Teresa Fogelberg, Deputy Chief Executive at
GRI (Global Reporting Initiative) will be speaking at a conference on
responsible growth in Copenhagen. Also, she has written a contribution
to our blog on CSRgov.dk, in which she welcomes the leadership
Denmark is taking on sustainability reporting.

SEE FOGELBERG'S BLOG POST

Danish Minister opens CSR blog

31 March 2009: The Danish Minister on Economic and Business Affairs,
Lene Espersen, opens the blog on CSRgov.dk by posting her views on
CSR in a time of crises.

SEE THE MINISTER'S BLOG POST

http://www.csrgov.dk/sw52018.asp 15/03/2010
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15. December 2009

Press release: The world’s most extensive carbon
calculator is now being launched

At the occasion of the COP 15 in Copenhagen, The
Confederation of Danish Industry and The Danish
Commerce and Companies Agency has launched an English
version of The Climate Compass

The Climate Compass is a web based tool that makes it possible for
companies to calculate their carbon emission, prepare a climate
strategy and communicate the results.

At www.climatecompass.dk companies can get a step-by-step guidance
in preparing a strategy for reducing emissions of greenhouse gases and
set up reduction targets. Furthermore, there is a comprehensive
collection of case stories mainly from Danish companies, showing how
they handle the climate challenges in different areas. Companies can
also get advice on how to communicate their climate activities in a
trustworthy manner. The Compass also includes hands-on guides for
climate activities in SME’s and in specific industry sectors.

Until now, carbon emission inventories have mainly consisted of
statements of carbon emissions caused by the company’s own purchase
of electricity, heating and fuel. Today, very few companies include the
indirect carbon emissions in their climate strategy.

Many Danish companies have already implemented energy efficiency
improvements which, to a wide extent, have reduced consumption of
electricity, heating and fuel. By including the indirect carbon emissions
in their inventory, the companies increase their opportunities for
demonstrating reductions of their impact on the climate.

By using The Climate Compass, it is possible to climb to the next level
and calculate the company’s indirect carbon emission, concerning
business trips and commuting of employees, waste disposal and the
carbon footprint from selected raw materials.

http://www.csrgov.dk/sw57069.asp 15/03/2010
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The medico company Lundbeck states: "The Climate Compass has been
a big help for Lundbeck creating an overview of the company's climate
initiatives. For instance, The Carbon Calculator at The Climate Compass
has been used to calculate parts of the company’'s scope 3 emissions."

It is now possible for companies to apply the carbon calculator for
reporting to The Carbon Disclosure Project (CDP) and the results of
their carbon calculations can be pasted into the CDP questionnaire. The
Danish government hope that the tool will encourage more Danish
companies to report to CDP. Every year, CDP conducts a global
investigation of the companies’ climate strategies.

The Climate Compass is an initiative in The Action Plan for Corporate
Social Responsibility from 2008 and The Danish Business Strategy on
Climate Change from 2009, by the Danish government, and was
developed by The Confederation of Danish Industry and The Danish
Commerce and Companies Agency under the Danish Ministry of
Economic and Business Affairs.

Contact:
Carsten Ingerslev, Head of Division, at phone number +45 24 27 47 64

e The Climate Compass (in English)
e Website of the Confederation of Danish Industry
e Website of the GHG Protocol

e Website of the Carbon Disclosure Project

— e — Kampmannsgade 1 DK-1780 Copenhagen V Phone +
DanisH CoMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw57069.asp 15/03/2010
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13. November 2009

New Guide on Human Rights Reporting

UN Global Compact, Global Reporting Initiative and Realizing Rights has jointly launced a
new guide helping companies to report on Human Rights-related topics within CSR.

UN Global Compact, Global Reporting Initiative and Realizing Rights jointly releases the report "A
Ressource Guide to Corporate Human Rights Reporting”. The guide is to help companies report on their
human rights efforts as a part of their work on CSR.

The guide is result of the cooperation between UN Global Compact, Global Reporting Initiative and Realizing
Rights on their joint project "Human Rights: A Call to Action". The project was launched in 2008 to mark
the 60th anniversary of the Universal Declaration of Human Rights.

e Get the guide on GRI's homepage

—— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99

Danisn Commerce anD Companies AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw56393.asp 15/03/2010
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GRI's world class research and development
program supports a commitment to continuous
improvement by investigating challenging issues
around reporting and innovating new ways to
apply the GRI Reporting Framework in conjunction
with other standards.
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= Research and implications on reporting
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Guidance for using the GRI Reporting
-/J- Framework in combination with other
Tools standards
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Realizing Rights, UN Global Compact and GRI
encourage the dissemination of the content
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to Realizing Rights, UN Global Compact and GRI and
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Global Reporting Initiative, the Global Reporting
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and GRI are trademarks of the Global Reporting
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© 2009 GRI, Realizing Rights, UN Global Compact
and GRI
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Foreword

Significant progress has been made in recent years
by many corporate leaders in understanding the
relevance of human rights to business policies and
practices around the world.

Initiatives like the UN Global Compact have
helped highlight the links between human rights
and business issues such as directors’ fiduciary
responsibilities, managing legal and operational
risk and reputation, meeting shareholder and
stakeholder expectations and maintaining and
motivating staff performance. These and other
efforts have been supported by the Global
Reporting Initiative which provides the means
for companies to track and publicly disclose their
sustainability performance, including on human
rights issues — information that is increasingly
demanded by investors, consumers, employees and
other stakeholders.

Yet although a general understanding of the human
rights responsibilities of businesses has emerged,
many business leaders still struggle with defining
how to embrace human rights responsibilities and
how to embed these into their business practices.

As three global organizations contributing in
different ways to the evolving business and
human rights debate, the UN Global Compact, the
Global Reporting Initiative and Realizing Rights:

V?/,Z«-A?, [&fm}

Mary Robinson
President

Realizing Rights - The Ethical Globalization Initiative

The Ethical Globalization Initiative all share the
view that public reporting is a key tool in further
improving organizational performance in this

area. Sustainability reporting supports the deeper
integration of human rights into business practices
by establishing an accountability mechanism. In
addition, reporting can stimulate companies to
improve their internal management systems as part
of the report development process.

But many challenges remain for reporters: which
human rights issues should be covered and what
should be disclosed on practice and performance?

This resource guide is designed to help
organizations in beginning the process of
identifying relevant human rights issues in their
operations and to assist them in translating existing
and planned practices into meaningful and effective
reporting.

Public reporting on human rights is, of course, a
work in progress. The Global Reporting Initiative,
Realizing Rights and the United Nations Global
Compact stand ready to support companies and
other organizations in advancing their efforts in
this important area of corporate responsibility and
encourage feedback on this resource guide from all

Y 4

Georg Kell
Executive Director
UN Global Compact

interested parties

Cond Lipherin o
Ernst Ligteringen

Chief Executive
Global Reporting Initiative



Introduction

On 10 December 1948, the United Nations (UN)
adopted the Universal Declaration of Human Rights as
a “common standard of achievement” for all peoples
and nations. For the past six decades, the Declaration,
which affirms the inherent dignity and equal rights

of all people, has served as the foundation for the
development of international law covering civil,
political, economic, social and cultural rights.

To mark the Universal Declaration’s 60" anniversary
during 2008 and contribute to ongoing efforts
aimed at making human rights a reality for all
people - The Global Reporting Initiative (GRI), the
UN Global Compact, and Realizing Rights: The
Ethical Globalization Initiative (Realizing Rights) —
joined together to launch “Human Rights: A Call to
Action”. This joint initiative challenges companies
to commit to improving the quality of their human
rights reporting based on recommendations
developed by a multi-stakeholder expert working
group process.

Stakeholders — customers, civil society organizations,
communities, governments, investors, employees

- increasingly expect appropriate management

of business activities to avoid negative impacts.
There is also a growing expectation that companies
should take steps towards positive societal impacts,
including in the area of human rights, and develop
robust public reporting of how they are performing
in these areas.

Sustainability reporting supports the deeper
integration of human rights into business practices,
by establishing an external accountability
mechanism as well as stimulating companies to
improve their internal management systems as part
of the process of developing reports'. However,
many businesses still struggle with defining how to
embrace human rights concerns and embed these
into their business practices and public reporting.

While a growing number of tools related to human
rights and business provide useful guidance

for companies, most do not provide detailed
information on human rights reporting.

' For information on sustainability reporting, visit
www.globalreporting.org. All documents of the GRI
Sustainability Reporting Framework are available for free
download on the website.

This guide aims to fill that gap. It is hoped that

the examples and recommendations discussed

will contribute to a clearer understanding of why
human rights reporting matters, what stakeholders
expect from a report, how to approach certain
challenges in reporting, and how to express various
elements of human rights performance within
sustainability reports.

This guide is intended to help companies begin a
process of identifying human rights-relevant issues
in their operations and to assist in translating these
into meaningful and effective reporting. Though
written primarily for companies that do not have
extensive human rights reporting experience but
are committed to improving their performance in
this area, it contains information that will also be of
value for NGOs and public agencies.

The document is divided into three sections:
Section 1 provides an overview of the evolving
human rights and business field; Section 2 discusses
human rights reporting and looks at some of

the key challenges and debates in this area; and
Section 3 looks at the practical aspects of human
rights reporting and offers helpful information for
companies, including on how to choose a reporting
focus from within the broad range of human

rights, and how to approach the complex subject
of complicity in human rights abuses as part of
reporting.

Because human rights reporting is a developing
field, the issues discussed here will undoubtedly
evolve through practical experience, particularly
from organizations who have already taken

steps to include human rights issues within their
sustainability reports. In that spirit, the project
partners welcome feedback and encourage

further sharing of information which can support
companies seeking to make further progress in this
area over the coming years.

5

GRI Research and
Development Series

(@)
c
-
S
o
(o
(<))
(2’
v
e
L
2
oc
c
(1]
S
=)
I
(<))
)
©
S
o
(o}
S
o
|9
o
e}
(<))
Ko
=)
O
(<))
()
S
=)
o
(%)
()
(a's
<C

I

Topics




Section 1:
The Business and Human Rights

Debate

The connection between business and human
rights has been the subject of growing discussion
in recent years. In 2008 the United Nations Special
Representative of the Secretary General on Business
and Human Rights (SRSG), John Ruggie, put
forward a policy framework to address business
and human rights challenges, which is based on
three principles: the state duty to protect against
abuses committed by third parties, including
business, the corporate responsibility to respect

all human rights, and the need for greater access

by victims to effective remedy, judicial and non-
judicial. Ruggie has stressed that while states have
the duty to protect human rights, companies have
a responsibility to, at minimum, avoidinfringing on
the rights of individuals or groups. This is not simply
a passive responsibility, but requires taking positive
steps to become aware of, prevent and address any
adverse human rights impacts connected with their
business activities.?

1.1 Internationally recognized human
rights standards

Given the acknowledgment of the corporate
responsibility to respect all human rights, which
rights exactly should companies understand? The
SRSG’s mapping of nearly 400 allegations against
companies showed that companies can potentially
impact all internationally recognized human
rights. Therefore companies must consider their
responsibility to respect with regard to all such
rights,as set out in the Universal Declaration of
Human Rights (UDHR) and its two implementing
instruments, the International Covenant on Civil
and Political Rights (ICCPR) and the International

2 John Ruggie, Protect, Respect & Remedy: a Framework
for Business and Human Rights. Report of the Special
Representative of the Secretary-General on the issue of
human rights and transnational corporations and other
business enterprises, April 2008.

Covenant on Economic, Social and Cultural Rights
(ICESCRY)? (see Box 1 below).

Box 1 : International human rights
standards*

International Covenant on Civil and Political
Rights - Civil and political rights encompass

rights to enjoy physical and spiritual freedom,

fair treatment, and to participate meaningfully in
the political process. They include the right to life,
freedom from torture, freedom from slavery, the
right to privacy, freedom from arbitrary detention,
the right to a fair trial, freedom of religion, freedom
of expression and assembly, as well as the rights of
minorities and freedom from discrimination.

International Covenant on Economic, Social
and Cultural Rights - Economic, social and cultural
rights comprise employment rights, such as the
right to a fair wage, the right to safe and healthy
working conditions, and the right to form and join
trade unions, and social rights such as the right to
education, the right to an adequate standard of
health, and adequate standard of living, as well as
the right to participate in cultural life and freedom
from discrimination in relation to the enjoyment of
the Covenant’s rights.

NOTE: In addition to the two covenants, other

core UN human rights treaties address issues

such as elimination of racial discrimination and
discrimination against women, prohibitions against
torture and conventions protecting the rights of
children, migrants and people with disabilities.

3 See UN Office of the High Commissioner for Human

Rights, “What Are Human Rights?”, http://www.ohchr.
org/EN/Issues/Pages/WhatareHumanRights.aspx; UN
Office of the High Commissioner for Human Rights, IHRL
page, www.ohchr.org/EN/Professionallnterest/Pages/
InternationalLaw.aspx

4 To see how the human rights listed in the ICCPR and

the Human Rights Translated: A Business Reference Guide,
ICESCR relate to business, a good place to start is Castan
Centre for Human Rights Law (Monash University),
International Business Leaders Forum, Office of the
United Nations High Commissioner for Human Rights,
United Nations Global Compact Office, 2008. (See
Appendix | for details).




Together, these three instruments form what

is known as the International Bill of Rights. The
International Bill plus the core conventions of
the International Labor Organization (ILO)® are
commonly considered the main international
reference points on human rights. At a minimum,
companies are expected to be familiar with
these instruments and the rights they cover.
Given that business touches on human rights

in so many different ways, it is not possible to
make a simple subset of rights for business from
these instruments. Businesses need to be able to
understand the full range of rights and consider
how their activities might or might not relate to
them.

These documents make clear that the international
human rights framework covers all aspects of how
people live, from the right to security of person to
the right to freedom of association and the right to
an adequate standard of living (see Box 7).

1.2 Turning a commitment to human
rights into practice

Recognition that all internationally agreed
human rights standards are of potential
relevance to companies can present significant
challenges in terms of implementation.
Fortunately, a growing number of tools,
resources and guidance materials on human
rights and business have been developed

in recent years for the purpose of assisting
companies in meeting their responsibility to
respect human rights. Box 2 provides a list of
some of the key tools in this area along with
brief descriptions.

5 The ILO has identified eight conventions as “core” because
they are considered essential to the human rights
of people at work: Convention 29, Forced Labor and
Convention 105, Abolition of Forced Labor; Convention
87, Freedom of Association and the Protection of the
Right to Organize and Convention 98, Right to Organize
and Collective Bargaining; Convention 138, Minimum
Age and Convention 182, Elimination of the Worst Forms
of Child Labor; Convention 100, Equal Remuneration
and Convention 111 Discrimination - Employment and
Occupation. See also: www.ilo.org/global/lang—-en/
index.htm.

Box 2 - Tools

Human Rights Translated: A Business Reference
Guide - The purpose of this publication is to explain
universally recognized human rights in a way that
makes sense to business. The publication illustrates,
through the use of examples and suggested
practical actions, how human rights are relevant

in a corporate context. Published by IBLF, Castan
Centre for Human Rights Law, Office of the UN High
Commissioner for Human Rights and the UN Global
Compact Office.

Guide for Integrating Human Rights into
Business Management - The Guide for Integrating
Human Rights into Business Management is

an online tool produced jointly by the Business
Leaders Initiative on Human Rights (BLIHR), the

UN Global Compact and the Office of the UN High
Commissioner for Human Rights (OHCHR). Now

in its second edition, it offers practical guidance to
companies wanting to take a proactive approach to
human rights within their business operations and
is of use primarily to business leaders and managers
in large and medium-sized enterprises, private

and state-owned, who would like to develop their
understanding of human rights in business practice.
http://blihr.zingstudios.com/

Embedding Human Rights in Business Practice -
The Embedding Human Rights in Business Practice
series, jointly produced by the Global Compact
Office and the Office of the UN High Commissioner
for Human Rights, presents case studies of business
action related to human rights issues. The cases
highlight various types of actions related to
company strategy, policy, processes and procedures,
communications and measuring impact and
auditing.

An overview of selected tools and resources on
human rights and business is provided in the
Appendix. A succinct summary of tools and
guidance materials on other aspects of human
rights and business is available at:
www.unglobalcompact.or/Issues/human_rights/
Tools_and_Guidance Materials.html
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Section 2:
Human Rights Reporting —
Key Issues and Challenges

Like any area of public reporting, reporting on
human rights issues poses its own set of unique
challenges. This section looks briefly at why human
rights reporting is relevant to companies, before
moving on to discuss some of the main challenges
and issues which companies will have to address in
their human rights reporting.

2.1 How should an organization
determine the scope of human rights
reporting?

As has been noted, companies can affect human
rights in a range of ways, and the “responsibility to
respect” applies to all rights at all times. However,

it is not feasible or practical to ask all companies

to report on their impacts on every human right,
and certain human rights will be more immediately
relevant to a reporting organization and its
stakeholders than others. This does not mean
reporting companies should pick and choose or
disregard some rights in their practices. Rather, in
their reporting, companies need to think carefully
about which rights, stakeholders and situations
they can and do affect, and which are most relevant
for purposes of transparency, accountability,

and improving performance. This means making
decisions on the scope of reporting, i.e. the range of
topics covered in a report. Deciding what to include
in a report is a significant challenge.

Stakeholders will expect to see that a reporting
organization has carefully assessed which human
rights are most relevant, in terms of social impact,
in relation to the company’s activities, operations,
products and services; and which stakeholders must
be considered in order to report properly on human
rights impacts. Full disclosure on these human
rights will give stakeholders a good idea of how

an organization views its own potential impacts
and risks and what actions it has taken to prevent,
address or mitigate them.

Box 3 : Defining “Scope”

Scope is used differently by the United Nations
Special Representative of the Secretary General on
Business and Human Rights, John Ruggie, than it is
in the sustainability reporting field.

The use of the term Scope in this document is the
common usage in the sustainability reporting
field, meaning the range of of sustainability topics
covered in a report. The sum of the topics reported
should be sufficient to reflect significant economic,
environmental and social impacts.

When the SRSG discusses Scope, he is referring to the
scope of a company'’s responsibility to respect human
rights and the dimensions of that responsibility.

Covering the proper content is important because
human rights reporting should be comprehensive
without being overwhelming; allow for efficient use
of reporting resources; help in meeting stakeholder
expectations and allow for a balanced and accurate
assessment of a company’s performance on human
rights.

In thinking about scope, there are two basic factors
to take into consideration: rights that are typically
relevant to a company and business sector, and
stakeholders who are affected by the company’s
activities. Rights are fundamentally about people
which means looking at activities that have an
impact, whether positive or negative, on people’s
lives. Human rights reporting should look at who is
affected, and in what way, by a company’s activities
and operations, and whether these effects influence
the ability of people to enjoy their rights. This is not
just a question of looking for negative events or
violations, but looking at the qualitative interaction
between activities and rights.

One of the issues to bear in mind from a human
rights perspective when considering which groups
of people are most affected concerns the company’s
potential impacts on vulnerable populations,



people who are often the easiest to overlook
because they might not be able to voice their
interests due to certain constraints or are otherwise
marginalized. Vulnerable groups can include
women in traditional societies; illegal immigrants;
those suffering from HIV/AIDS; individuals with
disabilities and highly impoverished populations
among others.

2.2 What is complicity and what does it
mean for reporting?

Companies can affect human rights directly —
through their own actions, inactions, operations,
products and services — and indirectly, through their
interaction and relationships with others, including
governments, local communities and suppliers.

Stakeholders want to know about a company’s own
actions and direct impact on human rights. But they
also want to know about the organization’s indirect
impact on stakeholders’human rights through
other entities, and how the company deals with
these issues. This means reporting on relationships
with parties over which the company might have
some influence but does not directly manage or
control.

In situations where other parties are associated
with human rights abuses, a company can be
perceived to be responsible in whole or in part

for these actions. This indirect involvement with
human rights abuses is known as complicity, and a
company can be accused of complicity in human
rights abuses regardless of its size, location or
type of business. The corporate responsibility to
respect human rights includes avoiding complicity.
A growing number of lawsuits filed in recent years
have alleged corporate complicity in human rights
abuses.

Companies should, therefore, ensure that reports
address relationships with, and influence over, other
parties (organizations or individuals, governmental
or private) who may have an impact on human
rights. Reporting that ignores these factors will
always be incomplete.

Complicity has both legal and non-legal
dimensions, and the legal definition of complicity is

still evolving. The legal meaning of complicity has
been most clearly defined with respect to aiding
and abetting international crimes. In the simplest
terms, this involves knowingly providing practical
assistance or encouragement that has a substantial
effect on the commission of a crime®. Outside

of legal cases, companies may also be accused

of complicity if they remain silent in the face of,

or benefit directly from, human rights abuses
committed by others. In addition, in cases where
legal liability is unlikely, social expectations are such
that there are moral, reputational and other risks
associated with alleged complicity in human rights
abuses’.

As more companies outsource their operations
and move to areas where the rule of law is weak
or human rights abuses are common, there is
increasing potential for them to be indirectly
associated with human rights violations.

Stakeholders look to companies operating in

such environments to acknowledge this in their
reporting, and discuss whether and how they are
seeking to uphold human rights in relation to their
activities in those places.

At the same time, many stakeholders have also
started to look more carefully at corporate influence
generally - for example, through lobbying or
bargaining power - and its potential to affect the
context in which a company operates. It is worth
noting that perceived corporate influence can also
affect whether the public considers a company
responsible for abuses by third parties.

¢ John Ruggie, Protect, Respect & Remedy, 2008. p. 20.

7 See, for example, Corporate Complicity & Legal
Accountability, vol. |, Facing the Facts and Charting a
Legal Path, Report of the International Commission
of Jurists Expert Legal Panel on Corporate Complicity
in International Crimes, Geneva, 2008, pp. 14-15; and
John Ruggie, Promotion and Protection of All Human
Rights, Civil, Political, Economic, Social and Cultural Rights,
Including the Right to Development: Clarifying the Concepts
of ‘Sphere of Influence’ and ‘Complicity’, Report of the
Special Representative of the Secretary-General on the
issue of human rights and transnational corporations
and other business enterprises, 15 May 2008, UN Human
Rights Council, A/HRC/8/16, pp. 17-18, with reference to
the UN Global Compact and social expectations around
complicity.
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Complicity poses challenges for human rights
reporting for several reasons, most notably:

it involves entities outside the company, which
can make it difficult to gain access to required
information;

the concept of complicity, and what it entails,

is still evolving, and there are as yet few good
examples of reporting with regard to partners or
other relationships; and

- companies might feel that legal sensitivities
associated with statements about potential or
actual complicity prevent them from disclosing
anything on the issue. But silence in this area
can also be risky, given stakeholders'rising
expectations about disclosure around potential
complicity in rights abuses.

Although reporting in relation to complicity
(potential or actual) is complex, disclosure on a
company’s relationships and its due diligence
processes is an important part of human rights
reporting.

The next section discusses a key element of a sound
human rights approach, human rights due diligence,
which will help a company to manage its human
rights performance and demonstrate that it is
genuinely trying to respect human rights.

2.3 Human rights due diligence

The term human rights due diligence is applied to
the ongoing processes which a company carries
out to ensure it is aware of which human rights
its operations may affect, and the steps taken

to anticipate, prevent or mitigate any negative
impacts?, as well as enhance positive impacts.

Key components of the human rights due diligence
process include:

- company- or group-level assessment of
potential human rights impacts

- human rights policies

8 John Ruggie, Protect, Respect & Remedy, 2008. p.17.

integration (incorporating human rights into
every aspect of business), including impact
assessment at site-, country- or project-level; and

- tracking performance

Because of the complexities of measuring human
rights performance, stakeholders are increasingly
looking for disclosure of human rights due diligence
processes. Proper disclosure of a company’s

human rights due diligence processes should allow

a reader to determine how well the organization
manages human rights issues, and how well it

is implementing its own policies and processes.
Reporting should thus put a strong emphasis on
explaining an organization’s management approach
to human rights due diligence. Process indicators,
which show the extent to which the company is
implementing its procedures are an essential aspect
of human rights due diligence reporting. Section

3.3 discusses how to report on human rights due
diligence in more detail.

2.4 Addressing performance

Finally, human rights reporting should include
disclosure not only on a company'’s policies and
procedures for respecting human rights, but also,
ideally, on the extent of implementation of these
processes, the results (positive and negative) of this
implementation, and any major incidents in which
the organization’s activities resulted in human
rights abuses. This section discusses some of the
challenges in capturing performance in human
rights reporting®.

There are three general types of human rights
performance indicators which have been
identified:

1. Indicators of the extent of implementation
of processes within a company - these
demonstrate how widely an organization has
applied processes and procedures.

°  The Global Reporting Initiative and the Roberts

Environmental Center, Claremont McKenna College,
conducted a survey entitled Human Rights Reporting
based on information published by 100 large companies
from around the world in 2007, and found that few
companies work with performance indicators when it
comes to disclosure on human rights performance. The
companies reviewed were much more likely to report on
policy or procedures than on performance.



Box 4: Human Rights Impact Assessments

There is increasing interest in human rights impact
assessments (HRIAs) as a vital management tool
for evaluating both human rights and business
risks before undertaking a project or establishing
operations. Some companies are implementing
HRIAs for specific projects, while others are starting
to undertake them for all business practices. Such
assessments can reveal not only potential human
rights impacts but also potential contributions that
companies can make to upholding human rights'™.

More importantly, perhaps, HRIAs also demonstrate
to stakeholders that a company is serious about
addressing potential human rights violations that
may be associated with its activities. In this sense,
human rights impact assessments are seen by some
as “becoming the leading tool to avoid complicity by
Multinationals™'.

Disclosure about the HRIA process can help assure
stakeholders that a company has carried out human
rights due diligence (see 2.4 above) around specific
operations. Discussing how these assessments are

undertaken can add significantly to a report’s
credibility. Further, reporting on HRIAs is becoming
increasingly important to maintaining good
communications with stakeholders (particularly local
communities), and thus maintaining the social license
to operate.

A small but growing number of tools are available
which provide guidance on conducting HRIAs (see
HRIA section of Appendix for a brief overview of some
of these tools). However, most do not provide specific
guidance on reporting on the HRIA process. There

are very few examples of HRIAs in the public domain
as this is a relatively new field, and guidance on
disclosure is therefore not yet well-developed.

As a start, however, HRIA disclosure should cover both
internal and external consultation processes and
reflect both positive and negative potential impacts
uncovered by the HRIA process. Disclosing summaries
of HRIAs that the company has undertaken is another
possible step that could be taken in terms of reporting
in this area.

2. Indicators of incidents — these reflect the
frequency with which the activities of a company
result in a problem or abuse of rights. These
indicators have the benefit of providing a pattern
over time.

3. Indicators of results or other dimensions of
human rights performance - these generally
relate to changes in the quality of life of
stakeholder groups in areas of relevance to
human rights that can be measured in terms
of outputs (e.g., number of children receiving
schooling) or outcomes (e.g., diversity of senior
management/board members).

All of these indicators bring different strengths and
weaknesses. Indicators of the implementation of
processes tend to be relatively straightforward to

0 International Business Leaders Forum et al, Guide to Human
Rights Impact Assessment and Management: Road-Testing
Draft, p. viii (See Appendix for details).

" Aim for Human Rights, Guide to Corporate Human
Rights Impact Assessment Tools, March 2009, p. 39
(See Appendix for details).

formulate. Examples would include measuring the
extent of training on human rights for employees,
the existence of policies, or numbers of assessments
completed. While these indicators can demonstrate
activity, they don't provide direct insight into the
effectiveness of processes.

Indicators of incidents provide a historical

pattern to show where processes have effectively
protected rights and where they have not. However,
practitioners have found it difficult to develop a clear,
generally accepted definition of what constitutes
an“incident” and how to count incidents which can
be shown to have impacts on respect for human
rights. Companies may face “incidents” that cover

a wide range of issues from court decisions to
unsubstantiated allegations, and it is challenging

to define a fair and meaningful threshold that can
consistently be applied to assess different situations.
In addition, some stakeholders consider the response
to incidents to be more important than the actual
number of incidents, particularly since an increase in
the number of incidents could be a sign of improved
monitoring rather than a sign of increasing conflict.
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One of the prerequisites for the use of incidence
indicators is a functioning monitoring mechanism
and clear indication of which areas of the business
are covered.

Indicators of results or outcomes are clearly the
most desirable, but also the hardest to standardize
and apply in a consistent manner. It is possible

to measure changes that result from the actions

of a company, but this process requires making
assumptions that are tied to a specific time and
place and often can't be directly applied to another
situation. Also, even when changes are observed,

it is hard to assess how much is a consequence of
the actions of the company and how much is due to
other factors.

Capturing the performance of a company with
respect to a certain right in a meaningful way
often requires combining different types of
indicators with descriptive/qualitative information.
One reason is that quantitative indicators alone,

as isolated pieces of information, have limited
meaning. Numbers can indicate how often events
have occurred, but will provide little or no insight
into quality (e.g., 100 hours of training does not
reflect whether it was effective or ineffective;

one million Euros of revenue does not describe
sources of the revenue or whether it is a stable
flow for the future). Therefore, quantitative
indicators need to be placed in the context of other
information, and the relative value of quantitative
indicators depends on how well they reflect human
rights performance in combination with other
disclosures. Similarly descriptive/qualitative
information alone becomes a series of stories and
anecdotes and doesn't give insights into how
systematic results are achieved.

Box 5 : Human Rights Reporting and the
GRI Guidelines

In the context of GRI-based sustainability reporting
“performance indicators” show year-on-year
changes and trends over time, allowing for
assessment of whether performance is improving or
worsening. This is distinct from process disclosures,
which typically are reported in the form of narrative
text and may or may not change year to yeatr.

The current version of the GRI G3 Sustainability
Reporting Guidelines (issued in 2006) features
performance indicators under the heading of
Human Rights. These cover investment and
procurement practice, non-discrimination,
freedom of association and collective bargaining,
child labor, forced and compulsory labor, security
practices, and indigenous rights. Furthermore, many
of the performance indicators in the economic,
environmental and other social categories, in
particular the labor practices and decent work
sections, also cover human rights related issues.™

These points highlight that performance
measurement is an area requiring much more work,
both at the theoretical level (how to measure

and evaluate corporate performance on human
rights issues) and at the practical level (practical
application of these concepts in reporting).

Section 3 explores the practical implications of the
issues discussed above and provides guidance on
how companies might address them in their human
rights reporting.

2 See the GRI G3 Sustainability Reporting Guidelines. Available for
free download at www.globalreporting.org.




Section 3:
Guidance on Human Rights
Reporting

3.1 Deciding on the scope of a human
rights report

As discussed in section 2, the two key factors that
need to be considered in deciding on the scope
of human rights reporting are the stakeholders
who are affected by the company’s activities (and
how), and the rights that might be affected by the
organization and its business sector.

What might successful disclosure on stakeholders
affected and rights identified look like?

- The report will discuss key stakeholders whose
human rights can be or are affected by the
company’s operations as well as the human
rights concerns of stakeholders in relation to the
company'’s activities (for example, readers of a
report by a footwear company with significant
outsourcing of manufacturing operations will
look for a discussion of how the company'’s
activities affect the human rights of workers in
its supply chain).

- The report will clearly explain how and why the
company chose to report on the stakeholders it
identifies.

- The report will capture the key human rights
impacts related to the relevant industry sector
and the company’s specific operations.

- Thereport will present a clear description
of how and why the company prioritized
the specific rights it discusses, for example,
by including stakeholders involved, tools
or processes used, internal and/or external
oversight, method of determining which human
rights to focus on in reporting etc.

In the remainder of this section, these issues are
discussed in more detail.

3.1.1 Choosing which stakeholders to
include in reporting

Stakeholders are those people or entities who

can reasonably be expected to be significantly
affected by the company’s activities, products, and/
or services and whose actions can reasonably be
expected to affect the ability of the company to
successfully implement its strategies and achieve
its objectives. It's best to take a broad approach in
determining which stakeholders should be included
as part of human rights reporting. A company’s
activities can have significant effects well beyond
its direct employees, those in the vicinity of its
operations, or those (such as business partners)
with a direct relationship to the company.

The following questions help identify which
stakeholders should be included in a human rights
report and what kind of information might be
relevant for disclosure:

- Which stakeholders are affected by the
company’s activities? These could include,
for example, customers; people working
for suppliers; or a community affected by
environmental or health impacts resulting from
a production facility’s waste.

- Which stakeholders do other companies in the
same sector/locality report on in relation to
human rights issues?

« Are human rights issues raised during the
company’s stakeholder engagements (for
example, around clinical trials; resource
extraction; or population displacement due to
projects)? Do reports draw on the outcomes of
these engagements?

Are stakeholders’ concerns about human
rights published as part of the company’s own
reporting? Some companies have begun to
include external voices in their human rights
reporting. For example, some companies with
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complex supply chains have invited - and
published - commentary within their reports
from human rights NGOs or labor unions on
challenges facing the companies in the area of
supply chain management.

3.1.2 Prioritizing rights for inclusion in
reporting

Human rights reports should show readers that the
company is aware of the human rights issues that
are of most relevance to it bearing in mind that

the International Bill of Rights is the main guide in
defining the scope of internationally recognized
human rights.

Stakeholders are interested in a detailed discussion
about those areas where the company has
identified the greatest impacts or risks relating to
human rights as well as particular circumstances
where rights may be relevant (for example, when
setting up operations or moving into a new
country). Reporting should include disclosure on
how human rights priorities were determined.

The following questions can be of assistance in
determining which human rights might be most
relevant:

What significant or common human rights
impacts have experts or other commentators
and stakeholders identified in relation to the
company’s industry, location of operations,

or products and services? For example, an
extractive company is likely to have particular
impacts on the rights of indigenous people, the
right to an adequate standard of living, and the
right to freedom of movement among others.
A software company would need to pay
particular attention to how its products might
be used by governments or other parties with
respect to human rights norms concerning
privacy and freedom of expression.

What human rights issues do competitors

or peers in comparable sectors report on?

For example, a company which outsources
manufacturing to third parties in other countries
should know how peers operating in the same
countries report on issues such as freedom of

association, equal remuneration and the right
not to be subjected to forced labor.

Which policies or actions of the company could
help or hinder certain stakeholders in realizing
their rights? It is important to think broadly

in this context and not just about production
processes. For example, a pharmaceutical
company might be expected to disclose how
R&D or lobbying activities could expand or
restrict access to medicines for low-income
populations in countries where the product is
marketed.

What are the ways in which a company'’s core
business and operational footprint could

be used to further contribute to greater
promotion of human rights? For example,

a telecommunications company might be
expected to disclose how it seeks to expand
access to information which affects a range of
rights including to education and health care.

The key point here is to think about the full extent
of a company’s operations and its connections —
even if indirect - to international human rights
standards. It should be noted that some activities or
products may be legal in one location, but banned
in another due to concerns about the impacts

on stakeholders or the environment. If so, those
situations are relevant for many stakeholders from
the perspective of reporting.

3.2 Addressing the issue of complicity

As seen in section 2.3, complicity relates to the
potential for a company to be involved in human
rights issues indirectly through its involvement and
relationships with third parties. Disclosure in this
area includes providing report readers with a clear
picture of the following:

The key relationships the company maintains
with other parties (e.g. security forces,
governments, significant contract supplier
relationships, joint venture partnerships) —
allegations of complicity can also involve
relationships within the supply chain.

The human rights risks that might flow from
these relationships (for example, what are the



risks of sourcing raw materials from countries
where there is a record of human rights
abuses associated with those commodities?).
Companies with complex supply chains are
commonly expected to report on the extent
to which human rights are protected (or not)
at their suppliers’ facilities. Companies that
hire security forces to protect their operations
are increasingly expected to disclose these
relationships as well as any measures they have
taken to prevent and/or mitigate human rights
abuses carried out by these parties.

« How the company identifies risks, including
through internal processes such as mapping
supply chains and identifying suppliers at
a higher risk for human rights abuses, or
processes in place to assess how products
and services might be used by third parties to
commit human rights abuses.

+  Processes the company has created to avoid,
manage or address these risks such as screening
procedures for security forces or human rights
clauses and requirements that the company
builds into formal contracts with third parties.

Box 6 offers two specific industry settings that
exemplify the risk of complicity.

3.3 Reporting on human rights due
diligence

Section 2.3 explained that human rights due
diligence is the process whereby companies become
aware of, prevent, and mitigate adverse human
rights impacts.

This section discusses disclosure on various key
components: company- or group-level assessment
of potential human rights impacts, human rights
policies, integration, and tracking performance. It
focuses on the why (why stakeholders want to know
this information, why it is important for companies
to disclose it) and the how (suggestions for how to
disclose meaningful information in each area).

Box 6: Disclosures in Relation to
Potential Complicity

An IT company might consider disclosing its

privacy policy, and any measures it takes to

protect its customers from Internet surveillance or
censorship (for example, does the company report
on procedures that it has in place to respond to
government requests for private data, or procedures
for notifying users of search results that might be
blocked in certain countries of operation?).

A jewelry retailer or producer of gems might
consider disclosing programs or policies that it has
put in place to establish traceability for diamonds
or other minerals that have been associated with
human rights abuses; it might also describe any
internal controls or certification processes for
identifying the source of the gems. It would also be
helpful to mention membership or involvement in
relevant multi-stakeholder initiatives with a human
rights focus, such as the Kimberley Process or the
Responsible Jewelry Council.

3.3.1 Company- or group-level assessment
of potential human rights impacts

Long before assessing potential human rights
impacts of activities at site- or project-level, human
rights due diligence calls for a broader assessment
of a company’s potential impact on human rights,
including evaluation of the potential human rights
risks and opportunities linked to an industry,
products and services and business model™.
Stakeholders look for this information as an
indication that companies are taking a broad view
of their potential human rights impacts, as well as a
pro-active approach to human rights.

Human rights reporting should describe how risks
associated with human rights have been analyzed
and the extent to which any industry-level guidance
on human rights risks has been consulted. There are
several parameters to consider:

« Country Context: In operating countries or
countries where raw materials, finished

3 The Business and Human Rights Resource Centre
(www.business-humanrights.org), whose database
is searchable by issue, country, company and other
categories, is one place to start. See Appendix for details.
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products, etc. are sourced, do laws conflict with,

or fall significantly short of, the rights articulated

in international human rights standards and
conventions? Are these laws incompatible
with the company’s own principles? Are NGOs
(such as human rights organizations) and the
international press allowed to operate in the
country without serious restrictions?

Box 7: Country-specific information on
human rights risks

The following provide country-specific information
on human rights risks: the Office of the UN High
Commissioner for Human Rights (OHCHR) (www.
ohchr.org); labor union reports; government
agency data; and non-governmental organizations
(e.g. Amnesty International (www.amnesty.org),
the Danish Institute for Human Rights (www.
humanrights.dk).

Operating Zone: Does the company have
operations in areas where labor rights
protections are more complex to enforce or
have a greater risk of poor enforcement? Does
the organization operate in a conflict zone? Are
operations close to communities of indigenous,
traditional or tribal peoples? Are the company'’s
operations in areas that may have exemptions
from certain regulations or are special areas
under national law such as export processing
zones?

Use of goods/services: Have stakeholders raised
concerns publicly (e.g., through shareholder
resolutions or public reports) about actual or
potential human rights violations associated
with the use of the company’s products or
services?

Relationships: What kinds of third-party
relationships does the company maintain

(e.g., supply chain, joint ventures, government
relations, security forces, etc.)? In which of
these does it have significant influence, or the
ability to determine, alter or affect third parties’
actions? Is the company involved, through

its operations (including selling goods and

services) with entities that have been cited for
human rights abuses?

- Business Model: How do business practices
or the company'’s business model affect
human rights? Has the company examined
potential human rights impacts (both positive
and negative) resulting from activities such
as purchasing practices, pay and promotion
incentives or lobbying activities? These are
relevant to human rights to the extent that
they may encourage practices by business
partners or others that could lead to human
rights abuses, or contribute to creating an
environment in which human rights abuses are
more likely to occur. For example, a company
whose procurement practices include short lead
times could directly result in supplier working
environments prone to high levels of overtime
or other labor issues.

- Reporting: Does reporting on the assessment
of the above include a succinct summary of
the parameters that a company has examined
and key human rights risks that have been
identified in the process (for example,
assessments undertaken of a government’s
human rights record before entering into a
business relationship with that government).
Disclosure might include mentioning any major
recent reports by rights groups, governments or
other stakeholders on human rights concerns
associated with the above.

This also means acknowledging in reporting any
ongoing debates about the human rights impacts
associated with the prevailing business model of
the industry (e.g., affordable drug pricing for health
care companies, or sustainable mining practices for
extractive companies). This need not be a lengthy
discussion; simply acknowledging the existence of
the debate and providing readers with a succinct
statement of how the company is addressing it
within its own operations is an important start.



The next step is to report on any processes already
in place, or actions taken, to prevent or mitigate
human rights risks identified through the above
assessment process. A report could discuss whether
the organization has relevant policies regarding
payments to groups (such as security providers)

in zones of conflict; or human rights screening
processes in place for joint venture partners.

A financial services company, for example, might
be expected to disclose any processes in place

to evaluate the human rights record of clients
seeking a loan for a major project, or the potential
for human rights abuses associated with a project
under consideration.

3.3.2 Human rights policies

Establishing a human rights policy is a necessary
building block in committing to uphold human
rights. As a statement that lays out the company’s
actions, it is often the first thing that those
evaluating a company’s human rights performance
look for, so disclosure of the policy is a fundamental
step in human rights reporting.

Stakeholders are concerned with what standards

a company has in place, how widely they are
applied, and who within the organization

oversees the implementation of these policies.
They seek assurance that policies are directly tied
to internationally accepted norms or standards
because these have been agreed upon globally:
that is, companies cannot pick and choose what

is important. But policies are only as good as the
intention to implement, so report readers will want
to see that there is enough organizational structure
behind the policies to ensure comprehensive
implementation.

Disclosure on internal policies related to human
rights should include the scope of the policies:

do they cover all countries in which the company
operates? Do they cover business partners?

Make clear any references that policies make

to international human rights conventions and
declarations and other relevant international
instruments, such as the Universal Declaration of
Human Rights and the ILO Core Conventions (see
Section 1). Reporting on organizational information

related to the policies is also helpful. Who is
responsible for implementing these policies? How
were stakeholders involved in policy formulation,
if at all? How are policies communicated within the
organization and to stakeholders?

Reporting in this area might relate to a free-
standing human rights policy or to elements that
are integrated into other relevant policies, such as
Business Ethics or a Labor Code of Conduct.

3.3.3 Integration™

Integrating concern for human rights into every
aspect of business is a crucial part of fulfilling the
corporate responsibility to respect human rights.
Integration means building these principles into
all decisions and operating practices, and creating
processes to implement human rights policies
throughout the organization.

Report readers are increasingly looking for signs of
comprehensive integration, such as structures to
oversee human rights policies and processes, and
information on how the company extends these
to internal and external stakeholders and how it
assesses potential human rights impacts at site-
level. The better the disclosure of these processes,
the stronger the sense stakeholders will have of
the company’s ability to manage human rights
issues, including anticipating and preventing or
mitigating negative impacts. This disclosure also
provides an opportunity for the company to engage
with stakeholders on specific processes that can
strengthen respect for human rights.

Good disclosure on integration of human rights
could include:

«  Governance/Organization: Who has
responsibility for implementing human rights
policies and processes within the organization?
Is there Board oversight?

« Training/Awareness: What kind of human rights
training does the company offer (or require of)
staff?

# See, for example, Business Leaders Initiative on Human
Rights (BLIHR), UN Global Compact and the Office of
the High Commissioner for Human Rights, Guide for
Integrating Human Rights into Business Management
(See Appendix for details).
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Internal Rollout and External Reach: What
strategies are in place for embedding human
rights within the organization and extending
relevant policies and procedures to external
partners such as suppliers, joint venture and
other business partners? Does the company
incorporate human rights criteria or clauses into
formal contracts or bidding procedures? Are all
business entities (regional, facility or project)
covered?

-« Siteassessment: It is useful to include within
reports information on the processes and
procedures in place for assessing or periodically
reviewing human rights impacts at the level
of sites, individual operations, projects, or
investment agreements. This type of disclosure
helps assure stakeholders that the company
is approaching all operations with an eye to
preventing potential negative impacts on
human rights. It is distinct from organizational
risk assessment, which assesses the organization
as a whole.

3.3.4 Tracking performance

Report readers want to know whether the company
has set up systems to track its human rights
performance. These systems provide stakeholders

- and companies themselves - with information

on how well the organization is implementing its
policies and processes over time, where it needs to
modify these processes and what its human

rights impacts are on various stakeholders.

This information is essential for stakeholders
because disclosure on assessments, policies and
integration does not necessarily allow for evaluation
of performance.

Report readers look for disclosure of monitoring
and accountability measures, as well as follow-

up assessments of impacts on human rights.

For human rights reporting to be credible and
complete, disclosure should include both positive
and negative information about the company’s
performance. Disclosure of performance tracking
processes can include the following:

+ Monitoring: many stakeholders will look for both
internal evaluations (e.g. evaluating employees
on human rights performance, internal audits)
and external evaluations such as third-party
monitoring and auditing (e.g. of supply
chain) and independent human rights impact
assessments.

«  Follow-up and remediation: readers increasingly
seek information on stakeholder feedback
processes (e.g. hotlines, grievance mechanisms)
and how the organization applies the results
of monitoring. One example is to disclose
disputes brought to grievance procedures and
actions taken, including remediation processes
associated with grievance procedures and
complaints from the local community and other
stakeholders™.

Emerging work on grievance mechanisms has included
the formulation of draft principles on what constitutes
an effective grievance mechanism. These principles
include, among other things, fairness, accessibility

and transparency. See Rights-Compatible Grievance
Mechanisms: A Guidance Tool for Companies and Their
Stakeholders, John F. Kennedy School of Government,
Harvard University, January 2008, p. 3.



Conclusion

Human rights are an increasingly important
aspect of the developing global Corporate Social
Responsibility movement. Efforts over recent years
by governments, businesses, trade unions and

civil society representatives to better understand
the nature and scope of corporate responsibilities
concerning human rights have resulted in
significant progress and a greater sense of shared
expectations about the way forward. But there is
still much to be done. In the area of sustainability
reporting, it is clear that disclosure on human
rights is of growing relevance to companies and to
their diverse stakeholders. Yet coverage of human
rights relevant issues in reports is still not common
practice and many questions about how best to
integrate these within reports remain unanswered.

This resource guide has sought to address this
reality both by drawing lessons from current
practices on human rights reporting as well as by
providing recommendations developed through
a multi-stakeholder process that will hopefully
assist companies to make significant progress in
future reports. GRI, the UN Global Compact and
Realizing Rights believe this initiative represents a
clear snap shot of current dilemmas and practical
thinking on human rights reporting. It is hoped
that the ideas and discussion contained in this
report will be of value to companies, investors and
other stakeholders active in this field. Comments
and further contributions from all who engage
with human rights reporting are welcome and will
contribute to the generation of further guidance
and good practice in the years to come.
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Appendix
Further Reading

The following is a look at selected tools and
resources on human rights and business, including
(where available) tools that are particularly relevant
to human rights reporting.

General overview tools and resources on
human rights and business:

Office of the United Nations High Commissioner
for Human Rights (OHCHR), Human Rights and
Business Learning Tool. An interactive, web-

based course to help users learn more about
human rights and their relevance to business;
better understand the meaning of the UN Global
Compact Human Rights Principles; and integrate
human rights into everyday business. Available at:
http://www2.ohchr.org/english/HR_Learning.htm

Amnesty International, Pure Business. An e-learning
training tool on business and human rights.
Outlines the connection between business and
human rights and sets out the human rights
framework applicable to business operations.
Available at: http://purebusiness.amnesty.nl/page/

United Nations Global Compact Office, A Human
Rights Management Framework. A one-page

poster on key good business and human rights
management practices. Available at: http://www.
unglobalcompact.org/docs/issues _doc/human
rights/Resources/A307HRF-E-PosterA2-130607.pdf

Danish Institute for Human Rights: Human Rights
Compliance Assessment (HRCA) tool. An online
self-assessment tool that companies can use

to assess their level of compliance on human
rights issues. The HRCA has over 300 questions
with related indicators. Available at: http://
www.humanrightsbusiness.org/?f=compliance
assessment

Business Leaders Initiative on Human Rights,
United Nations Global Compact Office, and the
Office of the United Nations High Commissioner
for Human Rights, A Guide for Integrating Human
Rights into Business Management. A technical
manual and a hands-on toolkit to help companies
integrate practices consistent with human rights
standards into an existing management system.
Available at: http://www.unglobalcompact.org/
Issues/human_rights/Tools and Guidance
Materials.html

Castan Centre for Human Rights Law (Monash
University), International Business Leaders Forum,
Office of the United Nations High Commissioner
for Human Rights, United Nations Global Compact
Office, Human Rights Translated: A Business
Reference Guide. Guides readers through each

of the rights contained in the UN treaties - the
International Covenant on Civil and Political Rights
and the International Covenant on Economic,
Social and Cultural Rights — and gives a description
of what each right means in general terms and
how it may be relevant to a company’s activities.
Available at: http://www.unglobalcompact.org/
Issues/human_rights/Tools_and Guidance
Materials.html

Business Leaders Initiative on Human Rights:
Human Rights Matrix and the Essential Steps.
Specifically in relation to ‘due diligence’as part of
the responsibility to respect, the Human Rights
Matrix allows any business to take the first step, to
move on from a strategic commitment to human
rights to ensuring that existing or new policies
are adequate in their breadth and depth to do so.
Available at: http://www.blihr.org/

The Business and Human Rights Resource
Centre (www.business-humanrights.org) An
independent resource on business and human
rights. Website updated hourly with news and
reports about companies’human rights impacts
worldwide - positive and negative. The Centre
seeks and posts responses from companies to
allegations of misconduct to ensure balanced
coverage and encourage companies to address
concerns raised by civil society.

United Nations Global Compact Office and

Office of the UN High Commissioner for Human
Rights, Embedding Human Rights in Business
Practice Il (2008). Features 20 case studies from
Global Compact signatories around the world
outlining policies and practices to implement
human rights within their own operations and
spheres of influence. Available at: http://www.
unglobalcompact.org/Issues/human_rights/Tools
and Guidance Materials.htm




On sustainability reporting:

The Global Reporting Initiative, (www.
globalreporting.org). The GRI Sustainability
Reporting Framework sets out the principles and
indicators that organizations can use to measure
and report their economic, environmental,

and social performance. The cornerstone of

the framework is the Sustainability Reporting
Guidelines. Other components of the framework
include Sector Supplements (unique indicators
for industry sectors).

On grievance mechanisms:

BASESwiki (www.baseswiki.org). An online
community and clearing house for sharing
information and learning about non-judicial
grievance mechanisms available to help
companies and their external stakeholders
resolve disputes.

John F. Kennedy School of Government,
Harvard University, Rights-Compatible Grievance
Mechanisms: A Guidance Tool for Companies and
Their Stakeholders, (January 2008). What exactly
makes a grievance mechanism effective? This
guidance aims to help answer that question. It
provides a tool for companies and their local
stakeholders jointly to devise rights-compatible,
effective grievance mechanisms that maximise
the opportunities to achieve sustainable
solutions to disputes.

On Human rights impact assessments
(HRIA):

International Business Leaders Forum and
International Finance Corporation, Guide

to Human Rights Impact Assessment and
Management: Road-Testing Draft (June 2007).

A guide to the process through which business
managers can oversee the identification,
assessment and implementation of appropriate
management responses to potential human
rights challenges to new or evolving business
projects. Available at: http://www.iblf.org/
resources/general.jsp?id=123946

Aim for Human Rights, Guide to Corporate
Human Rights Impact Assessment Tools (January
2009). Helps business managers of multinational
corporations and their stakeholders to select the
best tools to assure the best HRIA process for a
project. Summarizes HRIA tools developed so
far to assess the impact of business on human
rights, and maps HRIA initiatives to help users
select an HRIA tool.

Human Rights Impact Resource Centre
(HRIRC). (www.humanrightsimpact.org)
Provides centralized access to a broad range
of information and expertise on human rights
impact assessment (HRIA). Users with varying
interests and expertise can find relevant
documents, discuss new developments and
contribute to the growing HRIA knowledge
base. Its Toolsets database contains tools and
instruments used to implement all or part of a
human rights impact assessment .

Rights and Democracy. Human Rights Impact
Assessments for Foreign Investment Projects:
Learning from Community Experiences in the
Philippines, Tibet, the Democratic Republic

of Congo, Argentina, and Peru (2007). This
study attempts to measure the real impacts
that investment has had on communities in
developing countries.

Guide to Human Rights Impact

Assessment (http://www.guidetohria.org/
home). This website is meant to aid companies
engaged in road-testing the draft (2007)
guidelines, Guide to Human Rights Impact
Assessment and Management, which was
developed by the International Business
Leader Forum (IBLF), the International Finance
Corporation and the United Nations Global
Compact (see above). The website has updates
on the road-testing process and online
discussion on topical business and human
rights issues. It is also a forum for road-testing
companies to share tips, exchange good
practice and comment on the guide.
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On conflict zones:

International Committee of the Red Cross (ICRC),
Business and International Humanitarian Law:

An Introduction to the Rights and Obligations

of Business Enterprises Under International
Humanitarian Law (December 2006). Aims

to provide managers of business enterprises
with a basic document flagging situations
where business operations may either benefit
from the protections afforded by international
humanitarian law or be constrained by its rules.
It is meant primarily for country managers and
security managers who face the daily challenge
of running business operations in conflict
environments. Available at: http://www.icrc.org/
web/eng/siteeng0.nsf/html/p0882

International Alert, Conflict-Sensitive Business:
Guidance for Extractive Industries (March 2005).
Guidance on doing business in societies at
risk of conflict for field management working
across a range of business activities, as well

as headquarters staff in political risk, security,
external relations and social performance
departments. Available at: http://www.
international-alert.org/peace and _economy/
peace and economy projects.php

International Alert and the Fafo Institute for
Applied International Studies, Red Flags guide
(2008). The website lists activities which should
raise a‘red flag’ of warning to companies of
possible legal risks, and the need for urgent
action. It provides additional resources for
companies, governments, affected communities
and researchers. Available at: http://www.
redflags.info/index.php?page id=11&style id=0
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A full version of the Call for Papers is available here.

The 2010 event is the third annual PRI Academic Conference, following the 2009 conference held jointly with the Carleton Centre for Community Innovation (3ci) in Ottawa,
Canada. The third annual conference will take place in Copenhagen, Denmark, in collaboration with CBS Centre for Corporate Social Responsibility (cbsCSR) at Copenhagen
Business School (CBS). The conference will gather 75 leading thinkers (academics, PRI signatories, investment practitioners and students) from around the world for a 3-day
conference under the theme “Mainstreaming Responsible Investment”. On May 5 the conference will host masters, doctoral and post doctoral submissions. On May 6 and 7
researchers will be invited to present their recent work with a panel of PRI signatories and academics serving as discussants. The papers presented at the academic
conference will be selected by a panel consisting of academics and practitioners.

The conference aims to generate research on the mainstreaming of responsible investment by focusing on the following topics (Please see the Call for Papers for a full
description of the topics):

M Shareholder engagement and its effectiveness among mainstream investors
M Integration of ESG issues into mainstream investments

W ESG-focused investments, ESG alternatives among mainstream investors
M Universal Owners and the materiality of externalities

M Responsible Investment, market failure and regulatory responses

PRI Academic Research Award

The PRI is proud to announce that at the 2010 PRI Academic Conference the PRI will be presenting the first PRI Academic Research Awards for papers of excellence. Six
research awards sponsored by the Danish Government (three $7,000 awards for post doctorate or academic articles and three $4,000 research awards for graduate level
articles) will be awarded at the annual conference among the selected papers.For more information on the awards, please see Rules and Regulations.

How to enter

An electronic version of the cover page, scanned ID and abstract, in English, must be submitted by November 15" 2009 via email to christina.gehring@unpri.org .
All accepted articles must be submitted in complete version by March 15™ 2010 to christina.gehring@unpri.org . Awards will be distributed based on completed articles only.
The completed articles will be forwarded to the selection panel for final evaluation, with the winners being announced at the conference on 5-7 May 2010.

2010 PRI Academic Conference Selection Panel

M Dr. Lars G. Hassel, Professor of Accounting and Auditing, Ume& School of Business, Sweden

M Dr. James P. Hawley, Co-Director, Elfenworks Center for the Study of Fiduciary Capitalism, Saint Mary's College of Calfiornia, USA
M Dr. Tessa Hebb, Director, Carleton Centre for Community Innovation, Carleton University, Canada

M Dr. Rob Bauer, Professor of Finance, Maastricht University, The Netherlands

M Jean-Philippe Desmartin, Senior Analyst, Head of SRI research, Oddo Securities, France

B Amanda McCluskey, Head of Sustainability & Responsible Investment, Colonial First State, Australia

M Steve Waygood, Head of Sustainability Analysis and Engagement, Aviva Investors, UK

For further information please contact Christina Gehring, PRI at christina.gehring@unpri.org .

Further details on the 2010 Academic Conference will be made available shortly.

http://academic.unpri.org/index.php?option=com_content&task=view&id=40&Itemid... 15/03/2010
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CSRgov.dk

9. November 2009

Denmark sets an example in reporting

The second out of 5 workshops on ESG disclosure took place on Friday October 30ieth at
The European Commission in Brussels. Denmark stole a great deal of the attention.

During the workshop concerning reporting from the investor’s point of view, Danish rules on reporting were
underlined in several contributions. When the representatives had the opportunity to give advice on what
The European Union could and should do, it was suggested for The European Union to draw inspiration
from Denmark who has found the right way to handle reporting on CSR. The Danish rules were praised for
being flexible as they force the companies to take a stand in the CSR area, yet giving them a maximum of
scope to choose exactly what they want to report. So the companies do not have to report on areas
irrelevant to the company, but on the areas they are actually working on. This way the Danish rules were
complimented on supporting the corporate and strategic social responsibility, without creating unnecessary
burdens.

The next workshop will take place on December 4t

e Follow the workshops on The European Commission’s website

—— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99

Danisn COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw56256.asp 15/03/2010
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CSRgov.dk

27. October 2009

European workshops on the disclosure of ESG information

Between September 2009 and February 2010 the European Commission is hosting a
series of 5 multistakeholder workshops on company disclosure of environmental, social
and governance (ESG) information.

The workshops are part of the European Commission’s policy to promote corporate social responsibility.

Each workshop will look at ESG disclosure from the perspective of a different set of stakeholders:
enterprises themselves, investors, civil society and consumers, media, trade unions, and public authorities.

= Read the resumé of the first workshop

e Stay updated on the workshops on the European Commision homepage

Kampmannsgade 1 DK-1780 Copenhagen V. Phone +45 33 30 77 00 Fax +45 33 30 77 99

—
Danish COMMERCE AND COMPANIES AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw56024.asp 15/03/2010
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4. August 2009

GRI Advisory Group to meet in Denmark

By the end of September this year, The Danish Commerce and Companies Agency will be
hosting the next meeting of the Government Advisory Group of the Global Reporting
Initiative.

On 24-25 September 2009, the Danish Commerce and Companies Agency (DCCA) welcomes members of
the Goverment Advisory Group of the Global Reporting Initiative (GRI). DCCA is hosting the next meeting
of the group, founded in 2008.

Members of the GRI Government Advisory Group are high-level government representatives, primarily
from countries known to be frontrunners within sustainability and Corporate Social Responsibility.

The main role of the group is to provide feedback and advice to the GRI organisation.

e More on GRI Government Advisory Group

—— Kampmannsgade 1 DK-1780 Copenhagen V Phone +45 33 30 77 00 Fax +45 33 30 77 99

Danisn Commerce anD Companies AGENCY

eogs@eogs.dk

http://www.csrgov.dk/sw54517.asp 15/03/2010
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About GRI Governmental Advisory Group

What is GRI?

GRI Network Structure
Governance Bodies
Secretariat
Advisory Groups
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Advisory Group

Organizational
Stakeholders

Focal Points
Network Overview

Vacancies

Funding

Join GRI / OS

What is the GRI Governmental Advisory Group?
Contact & Visit

FAQs The Governmental Advisory Group, established in 2008, is a high-level advisory
group whose function is to provide the GRI Board and the GRI Executive team with a
direct source of advice from governments. In addition, the Group functions as a
platform to exchange ideas and experiences between the members themselves. It is
an informal body that has no constitutional role within GRI, thereby preserving GRI’s
independence. Governmental Advisory Group meetings are held twice a year.

Current members are:

Sabine Baun, Director of the Social Group Europe, Ministry of Labour and Social
Affairs, Germany

Angela Cropper, Deputy Executive Director of UNEP, Trinidad and Tobago, based
in Nairobi

Jenny Didong, Division for State Enterprises, Ministry of Enterprise, Energy and
Communications, Sweden

Ricardo Henriques, Special Advisor to the President, National Social and
Economic Development Bank (BNDES). On behalf of Paulo Vannuchi, Minister of
Human Rights, Brazil

Richard Howitt, European Parliament, United Kingdom

Margareta Kristianson, Deputy Director, Globalt Ansvar, and chair of the OECD
national focal point, Ministry for Foreign Affairs, International Trade Policy
Department, Sweden

Carsten Ingerslev, Head of the Danish Centre for CSR - Danish Commerce and
Companies Agency, Denmark

Gil Ramos Masjuan, Deputy Director General for Social Economy, Self
employment and CSR - Ministry of Labor and Immigration, Spain

Roel Nieuwenkamp, Director International Trade and Globalization, vice chair of
the OECD Investment Committee, Ministry of Economic Affairs, Netherlands
Are-Jostein Norheim, CSR Ambassador, Section of Economic and Commercial
Affairs, Ministry of Foreign Affairs, Norway

Michele Pappalardo, Commissioner, Ministry for Ecology, Energy, Sustainable
Development and Spatial Planning, France

Kerstin Wijeyewardene, Minister-Counsellor (Economic), Australian Treasury,
Australia

Background
Governments have a clear and direct interest in sustainability reporting. Widespread

sustainability reporting practices can help markets function more efficiently, by
proving material non-financial information, and also help drive progress by all

https://www.globalreporting.org/AboutGRI/WhoWeAre/AdvisoryGroups/Governmen... 15/03/2010
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organizations toward government-agreed sustainable development goals. Such
considerations may explain why heads of state specifically endorsed the Global
Reporting Initiative in the 2002 World Summit on Sustainable Development Plan of
Implementation.

From its creation, GRI’s close association with the UN Environment Programme
(UNEP) ensured that it has contributed to and supported guidance for international
policy objectives. Examples of this support include the GRI Guidelines’ content
references to and basis on several international human rights, environmental and
labor treaties, standards and conventions, as well as GRI’'s structure as a multi
stakeholder working partnership between business and civil society organizations. In
addition, GRI collaborates closely through formal alliances and references with
international sustainability and CSR instruments such as UNEP, the UN Global
Compact, the OECD Guidelines, UNCTAD and others

While intent on retaining its independent status, the time has come for GRI to deepen
its contact with governments. This will help GRI to better understand national
government’s perspectives on their role in corporate social responsibility (CSR), while
governments can benefit from a more detailed knowledge of GRI’s challenges and
achievements.

Mandate

The Governmental Advisory Group will provide informal high-level feedback and
advice to GRI.

In fulfilling this function, the Governmental Advisory Group may:
seek and receive information regarding all relevant aspects of GRI’s
structure and operations;
act as a ‘sounding board’ for GRI in response to questions it may have;
suggest ways of increasing GRI uptake by public agencies;
members will exchange best practices and mutual advice amongst
themselves, and as such also serve as a mutual information, coordination
and brainstorm platform
offer advice on how GRI might better achieve its objectives

To ensure transparency, the GRI Board Chair and/or the GRI Chief Executive will
provide briefings as required to GRI governance bodies (i.e. the Board, Stakeholder
Council, and Technical Advisory Committee) on the Governmental Advisory Group’s
activities.

Composition

The Group will be comprised of up to 15 people drawn from governmental
organizations. To ensure breadth of perspective, where possible it will include
representatives from ministries and agencies with a direct interest in sustainability
and CSR issues. These will include organizations such as ministries of foreign affairs,
labor affairs, economic affairs, environment, and parliamentary bodies, the European
Union and intergovernmental organizations.

Concerning the geographical composition of the group, GRI is striving to recruit
representatives from both OECD and non-OECD countries. The GRI Chief Executive
and/or Deputy Chief Executive participate on an ex-officio basis. In addition, the
Chair of the GRI Stakeholder Council will attend the Group meetings.

Membership

Membership is by invitation and is accepted on a voluntary basis. Members will be
invited to join the Group on the basis of their experience, track record of leadership,
and ability to bring independent and innovative thinking to the table. Arrangements
will be made to ensure that there is some continuity of membership between
outgoing and incoming members. Unless otherwise stated, questions, comments and
other input will not be taken to reflect official government positions.

https://www.globalreporting.org/AboutGRI/WhoWeAre/AdvisoryGroups/Governmen... 15/03/2010
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Notable Reporters Outperform Key Stock
Index

(New York, 17 June 2009) — UN Global Compact participants recognized as good, or
“notable”, sustainability reporters have outperformed a major stock market index over the
past two years. This is the key finding of a new study released by the RiskMetrics Group,
a provider of risk management and corporate governance services to the global financial
community. The group’s research, commissioned by the Global Compact, found that
publicly listed Global Compact participants whose annual Communications on Progress
(COP) were recognized as “notable” by the initiative have consistently outperformed the
MSCI World Index by an average of 7.3 percent since March 2007.

A commonly used benchmark for market performance, the MSCI World Index tracks a
collection of publicly listed companies around the world. Notables are a subset of Global
Compact business participants that are recognized for the exemplary disclosure of
environmental, social, and corporate governance (ESG) issues in their annual COP (see
Notables criteria). The group of Notables tracked by RiskMetrics comprises 73 publicly
listed companies representing approximately 30 developed and emerging market
countries across various sectors.

The following chart shows how Notables compared to the MSCI World Index from the
period of March 2007 through March 2009.

UN Global Compact Notables Total Return vs. MSCI World Index (@8

et

Despite the sharp market drop in October 2008, the Notables outperformed the market by
6 percent, suggesting possible market valuation benefits associated with progressive
disclosure on ESG issues.

http://unglobalcompact.org/NewsAndEvents/news_archives/2009 06 18.html 15/03/2010
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UN Global Compact Notables Total Return vs. MSCI World Index

As of 31 March 2009, the Notables achieved 10 percent higher returns than the MSCI
World Index - with Notables down 30 percent for the period compared to a 40 percent
decline for the MSCI World Index.

While the higher performance of Notables over the MSCI World Index itself should not be
seen as evidence of a causal relationship between CR and stock performance, there is a
clear correlation between publicly listed companies that disclose ESG information under
the Global Compact’s framework and the resiliency of their stock market valuation over
the long term.

“We are very pleased to see the results of this new research,” said Georg Kell, Executive
Director of the United Nations Global Compact. “We encourage others to investigate the
suggested linkage between comprehensive disclosure and stock-market performance.”

Contact
Gavin Power
Deputy Director

UN Global Compact
powerg@un.org

http://unglobalcompact.org/NewsAndEvents/news_archives/2009 06 18.html 15/03/2010
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13 May 2009 Requiring transparency from all
By Teresa Fogelberg OQUI COMpanlies
GRI's Deputy Chief
Executive 1he Global Reporting Initiative — provider
of the world’s most widely used
category: Sustainability reporting framework —
e CSR in general welcomes the leadership Denmark is
- Innovation taking on sustainability reporting. GRI
- Strategy and Deputy Chief Executive Teresa Fogelberg
communication explains why.
Comments (0)
Leave a comment Spring is here, and | look forward to the light
May evenings on the shores of Copenhagen. On
May 14, | will be at the national conference
entitled Responsible growth — the answer in a
time of crisis — hosted by Lene Espersen, the
Danish Minister of Economic and Business Affairs.
I look forward to holding a special session on the
Global Reporting Initiative at the conference. The
workshop will explore how the latest version of
the GRI Guidelines can make it easy and relevant
for a company to measure its sustainability
performance and share that information in an
annual report. It will be a very special occasion
for me.

There has always been — and still is — a special
link between Denmark and Copenhagen and the
Global Reporting Initiative. It was an accident of
history that GRI established its global
headquarters on an Amsterdam, rather than a
Copenhagen waterway. From the start of this
century onwards, large Danish companies like
Novo Nordisk and Novozymes got engaged in GRI
sustainability reporting and showed the way to
other European companies. And the Danish
Centre for CSR was a pioneer in promoting
Corporate Social Responsibility and GRI avant la
lettre.

But history took a different course. GRI settled in
Amsterdam, and has evolved over the last seven
years, since it was formally endorsed by Heads of
State at the Johannesburg Summit on

http://blog.csrgov.dk/?p=22 15/03/2010
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Sustainable Development in 2002, into the
premier tool for transparency and sustainability
reporting globally; the reporting tool used
globally by a majority of large companies — from
China to Chile, from Copenhagen to Copacabana.

Thus the sustainability reporting guidance from
GRI has, in just eleven years, evolved to become
the world’s most widely used sustainability
reporting framework. This framework enables
businesses to speak about issues of common
concern both internally and externally.

The GRI Guidelines are made freely available as a
public good for companies and other
organizations globally, irrespective of size, sector
or country. Through enabling the transparent
disclosure of sustainability information the
Guidelines allow for benchmarking of companies
on the critical sustainability issues of the day,
and, just as importantly, allow for change to be
effected from within the company.

Using GRI Guidelines enables UN Global Compact
members to fulfil their responsibility to issue a
Communication on Progress — as outlined in an
alliance between GRI and the Compact three
years ago. In addition, requesting that the
companies they invest in issue GRI reports is a
way for signatories to the UN Principles for
Responsible Investment to implement the
Principles.

Of course, Denmark has always followed its own
track. It has a resilient economy and a strong
sense of autonomy. It is European and still
unique. Not afraid to vote no and chose its own
solutions. So it is also in the field of corporate
social responsibility. The new law of December 16
is unique in the world. It combines a vision of
wanting to promote its companies to act globally
— by using global instruments like the UN Global
Compact- , but in a special Danish way. This law
is internationally ground breaking.

We at GRI are quite excited by this new law. It
has inspired us to do two things.

First, we are delighted to accept the invitation
from Denmark to come and explain how
companies can use the GRI guidelines in the
context of the new law. We hope to explain, on
May 14, but also in a document provided by the

http://blog.csrgov.dk/?p=22 15/03/2010



CSRgov.dk — Blog : Requiring transparency from all our companies

Danish Ministry — how reporting using the G3
guidelines can be easy, and how publishing
sustainability policy and results can be attractive
to clients, shareholders and employees. The fact
that the GRI G3 Guidelines have now been
translated into Danish, with the help of the
Danish Ministry of Economic Affairs, will
doubtless be a big help to Danish companies.

The second way the law inspired us is that the
Board of GRI adopted the “Danish Model” as an
example for all governments in the world. It
inspired them to launch the Amsterdam
Declaration in their March 2009 meeting in
Amsterdam, calling upon all governments to
follow the Danish example: namely that the large
companies must report, or if they refrain from
reporting, explain why they do not.

They should have called it the Copenhagen
declaration!

I look forward to being a regular visitor to
Copenhagen in the coming period.

Page 3 of 3
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By Lene Espersen
Danish Minister for
Economic and Business
Affairs

category:

e CSR in general
Comments (0)
Leave a comment
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CSR in a time of crisis

Danish businesses are often praised as being
among the best in the world at exercising social
and environmental responsibility.

In my position as Minister for Economic and
Business Affairs, it is also my clear impression
that Danish businesses take social responsibility
seriously and know how to use it actively to add
value within their business and to society. This
impression is backed up by studies showing that
over half of Danish businesses work with
corporate social responsibility (CSR).

It is hard to ignore the fact that we are in the
midst of a financial crisis, with major declines on
stock markets around the world and uncertainty
in financial markets.

In this situation, one might be tempted to think
that trade and industry should focus more on
short-term survival than long-term responsibility,
and drastically reduce all costs and
commitments.

I fully understand that some businesses lack the
energy and resources to think more long-term.
But when times are difficult, one should draw on
one’s strengths, and Danish businesses have a
particularly strong position when it comes to
working actively with CSR. Many Danish
businesses are very good at turning CSR into a
competitive advantage, and CSR may therefore
be one of the factors that help a business
navigate safely through the crisis.

The fact that even businesses well known for
focusing on tight cost minimisation have
embraced CSR demonstrates that working with
CSR can lead to a significant impact on profits.
For example, a business might take active steps
to reduce CO2 emissions through an efficient
packaging, transport and energy strategy.

Working with responsibility is not only justified in
times of healthy profits. Businesses which

15/03/2010
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actively commit themselves to CSR, even during
a financial crisis, send a valuable signal to
financiers and investors that the business is
building upon a long-term sustainable business
strategy. Such businesses also have good
potential to improve their competitiveness, as
developing responsible products and business
concepts may provide access to new markets.

The current crisis may therefore also provide
Danish businesses with an opportunity to take
the lead, by investing in CSR.

I am proud of the businesses which manage to
implement social or environmental responsibility
initiatives in a way that improves their
competitive position and growth potential, while
also helping to generate sustainable and
responsible developments in society.

I am also proud of the businesses that, as part of
their commercial activities, are capable of
developing new products and processes that can
help meet the environmental and social
challenges.

Danish businesses have a strong global position
in relation to CSR. They can exploit this even
more, and actively promote it as a competition
parameter. The Danish Government is actively
supporting this work, for example through the
CSR action plan the Government presented last
year. The crisis had not yet arisen at that time,
but the message was the same: each business
can create value for its commercial activities, at
the same time as helping to solve major social
challenges.

It is therefore my hope that Danish businesses
will continue and expand CSR activities, as this is
in their own interest as well as in the interests of
society, and it is one of the best ways to play to
their strengths in the global economy.
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News 2008

Press release: Law on CSR Reporting

16 December 2008: As of January 1st, 2009, the 1100 biggest companies in Denmark must report on their
work with corporate social responsibility (CSR).

MORE ON THE DANISH LAW
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16. December 2008

Press release: Law on CSR Reporting

As of January 1st, 2009, the 1100 biggest companies in
Denmark must report on their work with corporate social
responsibility (CSR).

New law brings Denmark in the lead concerning CSR

Today a vast majority of the Danish parliament passed a law that
makes it mandatory for the 1100 biggest companies in Denmark, listed
companies, state owned companies and institutional investors to report
on their work with CSR. However, it is still up to the company to decide
if or how they want to work with CSR.

Deputy Prime Minister, Lene Espersen:

- I am very pleased that the Parliament has supported this law so
strongly. Many Danish companies are good at working with CSR.
However, often they don’t tell the outside world about their efforts. |
hope that this law will strengthen the knowledge abroad that Denmark
is capable of creating responsible growth. In a globalised world facing a
financial crisis and climate changes, CSR becomes an even more
important competitive parameter.

Georg Kell, executive director, UN Global Compact:

- 1 wish to congratulate the Danish Government for adopting a bill that
advances the responsibility of business and investors. By asking for the
disclosure of non-financial performance, this bill will make an important
contribution to enhance private sector responsibility. It is my hope that
this bill will become a model for others to follow.

Donald MacDonald, chair, UN Principles for Responsibles
Investments:

- In the current financial crisis, it is more urgent than ever to promote
greater transparency, especially in the field of environmental, social and
governance performance. For investors, corporate responsibility and the
proper management of extra financial risks is essential. The Danish
Government's initiative to encourage companies to become leaders in
CSR reporting will bring major benefits to Danish companies in

http://www.csrgov.dk/sw51377.asp 15/03/2010
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international financial markets, and will be welcomed by global
investors.

More on the law
More facts on the law (pdf)
Full Text of the Act Proposal (pdf)

Press release (pdf)
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suann | Global Compact - Small and medium-
MEDIUM-SIZED

Sneene | Sized enterprises on their way towards
aaeaury | global responsibility

(June 2009)

[T This booklet aims to inspire businesses to take action
by showing how Global Compact works in practice for
a number of Danish companies (Published by the
Ministry of Foreign Affairs of Denmark and the UNDP)

ISBN: 978-87-7087-173-0 (web)
e Download publication (PDF)

Caring for Climate - Nordic Best Practice

(May 2009)

This publication from Global Compact Nordic Network,
the UNDP and the Danish Ministry for Foreign Affairs,
#=m— il presents a collection of 22 case studies from Nordic
business signatories to Caring for Climate, the Global
Compact's engagement platform on climate change.

ISBN: 978-87-7087-177-8 (web)
e Download publication (PDF)

Reporting on corporate social
responsibility

(May 2009)

== An introduction for supervisory and executive boards
on how to fulfil the statutory requirements in Denmark

Price: 0,- Order

e Download publication (PDF)

http://www.csrgov.dk/sw51121.asp
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Conference Report: The Promise of
§ Socially Responsible Investing

B (April 2009)

A roundtable jointly hosted by Bendheim Center for

- Finance, Princeton University and the Danish Ministry
for Economics and Business Affairs. The conference
report contains a research agenda for future research
on SRI and a summary of the roundtable
presentations.

e Download publication (PDF)

Action Plan for Corporate Social
Reponsibility

(September 2008)

On 14 May 2008, the Danish Government presented
its Action Plan for Corporate Social Responsibility
(CSR) at a press conference led by the Danish Minister
of Economic and Business Affairs, Bendt Bendtsen.
The action plan aims at promoting CSR and helping
Danish businesses reap more benefits from being at
the global vanguard of CSR. At the same time, the
plan aims at strengthening the efforts to ensure that
Denmark and Danish businesses are generally
associated with responsible growth.

e Download publication (PDF)

F-‘l-l:i-.p_lsh and Frolit Peo p I e & P rOfi t

(April 2008)

A practical guide to Corporate Social Responsibility. by
the Danish Commerce and Companies Agency and
Rambgll Management.

e Download publication (PDF)

Small Suppliers in Global Supply Chains

= (November 2007)
"5 How multinational buyers can target small and

=1

¥ medium-sized suppliers in their sustainable supply
¢35 chain management

e Download publication (PDF)

http://www.csrgov.dk/sw51121.asp 15/03/2010
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¢ -=- Mapping of CSR activities among small
and medium-sized enterprises

. o (October 2005)

._._..'.-.'.". A survey made by tns Gallup

e Download publication (PDF)

--------- «£ Catalogue of CSR Activities: A broad
4 overview

(September 2005)
g An Ashridge report produced for The Danish
Commerce and Companies Agency

e Download publication (PDF)

THEEEEET | Competitive social responsibility:

P T
I = T

=== Uncovering the Economic Rationale for
=== | Corporate Social Responsibility among
“* | Danish Small- and Medium-Sized
———m | Enterprises.
(July 2005)
A report prepared by Mark Kramer, Marc Pfitzer, and
Paul Lee Foundation Strategy Group & Center for

Business and Government, John F. Kennedy School of
Government, Harvard University

e Download publication (PDF)

CONTACT

Request concerning publications, please contact the Danish Centre for CSR

Contact the Danish Centre for CSR

MORE

Press

The Danish Action Plan

http://www.csrgov.dk/sw51121.asp 15/03/2010
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Benefits at a glance

Global Compact is essentially about taking responsibility for the impact of your business
activities on the rest of the world. The approach is internationally accepted, yet at the
same time simple and clear. Focus is on flexibility and each enterprise decides for itself
how the ten Global Compact principles are best implemented in their context. Global
Compact is a tool to turn social responsibility into a manageable scheme, recognise what
you are already doing and where you can perhaps do better. You are required to adopt
tangible measures and communicate on progress. Your benefits as an enterprise include:

Competitive advantage

Engaging in Global Compact is a visible reflection of responsible corporate citizenship and
sends a clear signal to customers that you are a visionary company living up to your social
responsibility. Global Compact makes life easier if you are a supplier to large corporations
increasingly demanding social responsibility throughout the value chain. More and more
consumers prefer fair trade. Global Compact puts you in a stronger position in the compe-
tition for these costumers.

Staff motivation

Social responsibility adds to the favourable reputation of your company. This is increas-
ingly important in order to attract, maintain and motivate staff. Global Compact also
renders your corporate values more visible to local communities, lenders and investors
who also put increasing emphasis on environmental standards, anti-corruption, child
labour and human rights.

Shared understanding

Small and medium-sized enterprises are increasingly part of ever more complex value
chains across continents and cultures. Internationalisation calls for a shared understand-
ing of the implications of social responsibility in different parts of the world. Joining the
Global Compact offers you a frame of reference accepted across the globe.

Network for inspiration

The shared understanding of social responsibility in practice is a dynamic process.
Exchange of experience is critical. Global Compact is conceived as a network allowing
participating companies to meet up and develop solutions to challenges by sharing
experience with others who are faced with similar challenges of translating responsibility
into action.

Flexible possibilities

Global Compact is a voluntary initiative offering your company a frame of reference
allowing you to identify the intersection of responsible corporate citizenship and commer-
cial self-interest. Consequently, results as well as challenges will vary significantly from
company to company. Commitment to continuous improvements is critical. You demon-
strate this commitment by suiting the action to the word and taking advantage of the
flexible possibilities.



Preface

In 2000, an extraordinary decision was
taken. At a UN summit in New York the
world's leaders unanimously decided to
seriously address one of the most aggra-
vating problems in the world; the tremen-
dous inequalities between the rich and
the poor.

Tt resulted in eight concrete promises

— the so-called Millennium Development
Goals - including to reduce poverty by half,
ensure education for all children and equal
rights for men and women by the year of
2015.

Let us be very clear, we cannot achieve
these ambitious goals without the essen-
tial ally of the private sector. We need the
private sector to create growth and to
provide substantial job opportunities in

a responsible way.

As a means to ensure such responsibility,
the UN Global Compact has been estab-
lished.

Through ten fundamental principles the
UN Global Compact shows how companies
can incorporate labour standards, human
rights, environment and anti-corruption as
an integrated part of their way of doing
business.

These universally accepted principles are
a common frame of reference for compa-
nies in all parts of the value chain, in all
parts of the world. At the same time, the
initiative is voluntary and flexible, making
the Global Compact applicable to the very
specific realities and concerns of all
companies.

Therefore, we can also see a difference in
how companies across the globe approach
Global Compact implementation. Surveys

indicate that Western companies initially
focus on the environmental aspects, while
companies in the developing world take
their first steps within the area of anti-cor-
ruption.

Fortunately, despite the financial crisis -
or maybe even because of it - companies
worldwide are increasingly adopting such
corporate responsibility measures and
commit to the UN Global Compact as an
answer to the many global challenges.

It shows us that Global Compact is here
to stay. Itis a fact that when leading
companies register in such large numbers,
it will influence numerous suppliers and
partners worldwide.

Denmark is becoming one of the champions
in implementing responsible business
principles. Not least due to the Danish
Government's adoption of an action plan
for Corporate Social Responsibility based
on the Global Compact.

With this booklet, the Ministry of Foreign
Affairs of Denmark and the UNDP would
like to inspire to take action by showing
how Global Compact works in practice for
a number of Danish companies.

Ministry of Foreign Affairs of Denmark

UNDP Nordic Office



UN Global Compact
and Your Enterprise

Global Compact is a flexible and univer-
sally accepted frame of reference for your
company's efforts to promote corpo-
rate responsibility. At the core of Global
Compact lie ten fundamental principles
based on international conventions of
human rights, labour standards, envi-
ronment and anti-corruption. Universal
acceptance means they are suitable as
tools to achieve a shared understanding
of corporate responsibility with part-
ners in Africa, Asia and Latin America.

Itis a voluntary initiative based on net-
working. It was never the intention to
make Global Compact compulsory or use
the initiative to survey or regulate enter-
prises. The point of departure is corporate
self-interest in developing aresponsible
business and turning this responsibility
into a competitive advantage. Numerous
participating companies have experienced
that strategic corporate responsibility
has opened new business opportunities.

More and more companies join

Global Compact is the world's largest vol-
untary corporate citizenship initiative. With
more than 6,800 participants in the begin-
ning of 2009, Global Compact has proven
a popular tool for corporate responsibility.

In Denmark, a total of 111 participants had
joined Global Compact in the beginning of
20089. A key benefit for Danish participants
is the fact that the initiative is accepted
across the world. Faced with the chal-
lenge of reaching a shared understanding
of issues like labour and environmental

Global Compact is...

standards with a supplier in Africa or
a customer in the United States, Global
Compact works as a shared standard.

Network and mentoring

A network of small and medium-sized Dan-
ish enterprises meets three to four times

a year to share experiences. Participants
also have the option of joining a mentoring
scheme whereby newcomers are intro-
duced to the Global Compact by existing
participants. Lessons learned are shared
along with ideas and inspiration for the first
few steps towards implementation. More
details can be found on www.gcnordic.net

Getting started

Ten case stories in this booklet illustrate
the potential benefits of applying the
Global Compact principles in the daily
operations of your company. In order to
make it easier to decide on which step

to take first, this section of the booklet
explains the principles in some detail.
Focus is on practical relevance for compa-
nies. You can also find guidance on how to
get started in the various fields of human
rights, labour standards, environment and
anti-corruption. Finally, the booklet pro-
vides an overview of useful resources and
tools, all freely available on the internet.
By joining Global Compact you agree

to incorporate the values expressed in
the ten principles into your own set of
corporate values. It is up to you to de-
cide how exactly that is best done in your
case. You also agree to communicate to
the rest of the world on your contribu-
tion. This helps disseminating the values
to a broader circle of companies.

But Global Compact is...

...a voluntary initiative

...not compulsory

...based on universal principles

...not surveillance

...a networking opportunity

...not regulatory

...a tool for continuous improvements

...not a standard or a management system




More specifically, joining Global
Compact involves four simple steps:

1. You send a letter from Executive
Management with the approval of the
Governing Board to the Secretary-Gen-
eral of the United Nations expressing
support for the ten Global Compact
principles. Details on the postal address
and a suggested format for the letter
can be found on www.globalcompact.org

2. Next step is to implement changes in
the daily operations of your company
allowing the Global Compact principles
to become an integral part of your
corporate strategy, culture and daily life.
The case stories in this booklet might
provide ideas for inspiration.

3. On your website, in Annual Reports, in
press releases and marketing material
you can make reference to your support
for Global Compact where it comes
naturally.

4. Finally, you summarize challenges and
achievements once a year. A format has
been developed to facilitate reporting enti-
tled Communication On Progress (COP).
Inspiration from examples of best practice
can be found on www.gcnordic.net and
www.globalcompact.org/COP

Joining Global Compact is neither com-
plicated nor particularly demanding.
However, Global Compact becomes a
missed opportunity if you only declare your
general support on festive occasions. The
real value of Global Compact is its poten-
tial to develop your business, your custom-
er relations and the way you deal with
human rights, labour standards, environ-
ment and anti-corruption in practice. These
principles are described in more detail in
the next section of the booklet.

How did Global Compact come about?
The idea of a Global Compact was first
introduced by UN Secretary-General Kofi
Annan in a 1999 speech to chief executives
attending the World Economic Forum in
Davos. The 1990s had seen growing
opposition to globalization leading to riots
and clashes during WTO talks in Seattle.
Opponents demanded regulation to
minimize the burden of global production
on environment and workers. The UN based
the Global Compact initiative on voluntary
involvement and corporate self-interest in
contributing to solutions to some of
globalization's unintended consequences.



Global Compact

Principles

A key strength of Global Compact

is the flexible approach without categorical requirements or attempts at corporate
regulation. It is for companies themselves to suggest implementation steps appropriate

in their particular context. Global Compact is based on ten principles in four broad themes.
An overview is provided below and followed by a more detailed description on the follow-

ing pages.

Human Rights

1. Businesses should support and respect
the protection of internationally pro-
claimed human rights; and

2. make sure that they are not complicit
in human rights abuses. .

Labour Standards

3. Businesses should uphold the freedom
of association and the effective recogni-
tion of the right to collective bargaining;

4., the elimination of all forms of forced
and compulsory labour;

5. the effective abolition of child labour;
and

6. the elimination of discrimination in
respect of employment and occupation.

Partnerships

Global Compact encourages participants
to engage in partnerships with their stake-
holders to find common solutions. Joining
up with private organisations or public
sector partners can be helpful in imple-
menting the Global Compact principles.
The basic concept of partnerships is simple
and straightforward - to identify common
ground between the private and the public
sector and to combine their resources,
skills and expertise to improve results.
Experience shows that the best results are
reached when partners carefully consider
what they would like to achieve through
the partnership. One of the examples in
this booklet shows what the textile com-

Environment

7. Businesses should support a precau-
tionary approach to environmental
challenges;

8. undertake initiatives to promote greater
environmental responsibility; and

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

Anti-corruption

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

pany Eurotex Apparel achieved through
its partnership with Save the Children.
Cross-sector partnerships can overcome
challenges that are too difficult for one
organisation or sector to address alone,
and can make efforts more effective by
combining resources and competencies in
innovative ways, as evidenced by the case
of Eurotex Apparel and Save the Children.
Through collaboration, actors can strengt-
hen their efforts to achieve individual
objectives by leveraging, combining and
capitalizing on complementary resources,
strengths and capabilities. Results are
achieved that partners could not have
achieved on their own.



Principle 1:

Human Rights

The United Nations’ Universal Declaration inhuman treatment, the right to rest,

of Human Rights from 1948 comprises a leisure, education and a sufficient stand-
set of fundamental rights signed up to by ard of living.

Heads of Governments. Human rights may

seem abstract, but include very real rights  Here is how the Global Compact principles
to health and work, ban on slavery and on human rights impact on your business:

Businesses should support and respect the pro-
tection of internationally proclaimed human rights
Responsibility for human rights does not rest with
governments or nation states alone. Most likely, your
company already supports and respects human rights.
Compliance with national legislation passed to comply
with international human rights agreement is one such
example. However, national legislation can also be
conflicting with human rights. Voluntary initiatives

can promote and support human rights, e.g. by provid-
ing access to health services, education or housing for
workers and their families, or by involving local stake-
holders in relevant decision-making to local com-
munities.



Principle 2:

Business should make sure they are not

complicit in human rights abuses

As a company you need to take steps to avoid

direct as well as indirect complicity. Indirect

complicity can be particularly difficult to recog-

nise. An example could be a supplier who does

not allow his workers sufficient rest and leisure

when trying to reduce production costs or simply

to meet the deadlines you present them with.

This booklet includes the lessons
learnt by Ingemann Foods and Orana
in providing training for small produ-
cers and the construction of better
housing for seasonal workers.

What to do

Make sure subsidiaries and suppliers
abide by national legislation. You may
want to consider adding your own guide-
lines on human rights and include them

in supplier agreements. Inspiration for
the development of such codes of conduct
can be found on www.csrkompasset.dk

Update yourselves on the human
rights situation and the risk of viola-
tions in the countries where your busi-
ness operates. The Danish Institute
for Human Rights publishes Risk As-
sessment Reports on a regular basis
on www.humanrightsbusiness.org

Increase awareness on the importance
of human rights by organising workshops
and other types of communication
activities with staff and local manage-
ment. Human rights of local relevance
can include basic health services,
education and housing. It may also be

worth exploring prospects for service
provision to local staff.

Participate in networks allowing for ex-
change of experience with other compa-
nies. Relevant networks include the Danish
Ethical Trading Initiative (www.dieh.dk).
You may also find inspiration and use-

ful advice by contacting Amnesty
International on www.amnesty.dk



Principle 3:

Principle 4:

Labour Standards

The labour principles of the Global right to non-discrimination, the right to
Compact are derived from the Declara- a healthy and safe working environment,
tion on Fundamental Principles and Rights  the right to collective bargaining, free-
at Work of the International Labour dom of association and a ban on forced
Organisation (ILO). This Declaration was labour and certain types of child labour.
adopted in 1998 by the International

Labour Conference, a yearly tripartite Global Compact's four labour standard
meeting that brings together govern- principles all relate to the four key
ments, employers and workers from 177 conventions of the ILO. Here is how the
countries. The Declaration includes the principles impact on your business:

Businesses should uphold the freedom of associa-
tion and the effective recognition of the right to
collective bargaining

The key is to enable a constructive dialogue between
employers and workers. Freedom of association in-
volves the right of a worker to join a trade union of his
or her own choice or indeed decide not to join a trade
union. Countries like China and Vietnam with only state
trade unions constitute a particular challenge.

In these contexts, companies should - within the scope
of national legislation — allow for the establishment of
a similar forum for the discussion of labour standards.
Furthermore, employers should refrain from all types
of discrimination of workers' representatives and
respect the right of workers to collective bargaining.

Businesses should uphold the elimination of
all forms of forced and compulsory labour
Forced labour is a fundamental violation of basic
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Principle 5:

human rights widespread in several developing coun-
tries where businesses confiscate salaries, deposits
and identity papers to prevent workers from leaving
the work place or look for alternative employment.
Workers can also be forced to work overtime or even
be locked up on the company premises. Few Danish
businesses are directly involved in forced labour. How-
ever, the risk of indirect involvement exists through

the overseas suppliers or partners. This booklet allows
you to share the experience of the Danish company
Rice who after careful considerations decided to pull
out of a partnership when learning that a supplier used
forced labour from Burma.

Businesses should uphold the effective abolition
of child labour

Child labour is an important source of income for
poor families in developing countries. According to
Save the Children, one in seven children in develop-
ing countries is a worker. The point of departure for
international conventions is that children should not
work before they have completed primary education.
In developing countries without a fully developed
educational system, a lower minimum age can be
allowed. Children under 18 should never be allowed
to do work which could jeopardize their health or
development. You may want to consider alterna-
tives like support for schooling or employment of



Principle 6:
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adult family members. The case story of Eurotex

Apparel has more ideas on responsible handling of

child labour. Inspiration can also be found in the child

labour toolkit developed by Save the Children and

the Federation Danish SMEs on www.redbarnet.dk

Businesses should uphold the elimination of discrimi-

nation in respect of employment and occupation

Discrimination in employment means treating people

differently because of race, gender, sexual or political

orientation, ethnic or social background. Discrimination

should be eliminated in your own policies and opera-

tions as well as those of your suppliers.

What to do

Develop guidelines for your compliance
with ILO labour standard conventions.
Inspiration can be found on
www.csrkompasset.dk. You may also
want to study the case stories of Pilgrim
and Orana in this booklet for ideas on
how to link labour standards to business
development.

Consider the option of SA8000 certifi-
cation as evidenced by Rice and Butler's
Choice cases of this booklet. Certification
will involve third party auditing of your
efforts to integrate labour standards

in your operations and supply chain.
You may also want to consider encour-
aging your suppliers to be certified.

Participate in networks like the Danish
Ethical Trading Initiative (www.dieh.dk)
allowing you to share experience with
other companies.
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Principle 7:

Principle 8:

Environment

Protecting the environment is a key plan entitled Agenda 21. The Agenda
concern to a number of the businesses emerges from the United Nations Environ-
sharing their experiences in this booklet. ment and Development Summit held in Rio
The three Global Compact principles on in 1992. Here is how the principles impact

environment are drawn from a Declaration ~ on your business:
of Principles and the international action

Businesses should support a precautionary
approach to environmental challenges

The precautionary approach implies that 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. Prevention requires a
mapping of environmental implications of all your
production processes. Furthermore, it requires a con-
certed effort to prevent pollution before it takes place,
e.g. by phasing out dangerous substances.

Businesses should undertake initiatives to
promote greater environmental responsibility
As a company you are encouraged to integrate
environmental protection in policies, decisions and
activities. A pro-active approach is recommended
whereby businesses take voluntary initiatives to pro-
tect the environment rather than react to problems
once they arise.



Principle 9:
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Businesses should encourage the development and

diffusion of environmentally friendly technologies

Technology is defined broadly to include knowledge,

procedures, equipment, goods and services as well as

organisational and managerial processes. Companies

are encouraged to promote products and production

processes less hazardous to the environment. Intro-

duction of environmentally friendly technologies often

reduce resource cost and hence involve immediate

economic benefits for businesses.

What to do

Assess the various tools available to
businesses to decide if you want to
establish environmental management
systems, apply for certification of pro-
ducts or processes or commit to environ-
mental reporting. This booklet has case
examples of Katvig's experience with
environmental labelling and Butler's
Choice with environmental management
systems.

Consider your potential for environmental
improvements through adjustment of
production processes, raw materials,
product portfolio, design and recycling of
production waste. You may find inspiration
from the case experience reflected in this
booklet by Henning Larsen Architects and
Emunio on integration of environment in
early stages of project design.
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Principle 10:

Anti-corruption

This principle draws on the United Nations ~ Here is how the principle impacts on your
Convention against Corruption in 2003 as business:

its underlying legal instrument. Bribery of

foreign civil servants was first criminalized

by the OECD Convention from 1996.

Businesses should work against all forms of
corruption, including extortion and bribery
Corruption, defined as the abuse of entrusted power
for personal gain, can take many forms. Offences are
often labelled ‘serious’ or ‘minor’ and referred to as
‘bribery’ or ‘grease’. Bribery is a concerted effort
where gifts or money are used to extort benefits you
would otherwise not be entitled to. Grease involves
payment of small sums of money that expedite or
provide permits and other services you are already
entitled to. Both offenses are punishable under Dan-
ish law. The Ministry of Foreign Affairs of Denmark
operates a zero-tolerance policy that can lead to
exclusion of companies from public tenders. Violation
of Danish law abroad can be prosecuted in Denmark.
As a business operating abroad your responsibility
includes the operations of your subsidiaries or agents
to avoid corruption. Clarification of your policies and
guidelines is recommended.



Bribery and greasing are generally
acknowledged to influence the reputation
of a company negatively and hence
damage future earning capacity and profit-
ability.

In this booklet, syringe manufacturer
Emunio share their experience in sticking
to the principle of never accepting bribes,
even where it involves a possible loss of
orders. A number of businesses use their
participation in Global Compact as a key
argument for not accepting bribes.

The Ministry of Foreign Affairs of Denmark
helps businesses to avoid corruption in
developing countries. Country-specific
information as well as advice and guidance
on promoting anti-corruption can be found
on www.business-anti-corruption.com

What to do

Develop a corporate code of conduct to
guide staff in situations where they are
confronted with demands for bribery.
The code of conduct should make it clear
what constitutes acceptable behaviour
in certain situations on a given market.

Send a clear signal to partners and clients
by communicating your anti-corruption
policy in order to minimize the risk of a
situation occurring where staff is met by
demands for bribery. The communication
can include details on the fact that bribery
is punishable under Danish law.

15

Ensure that guidelines are specific on
criteria for opting out of a given market
because of corrupt practices, be it bribery
or grease.

Be open and discuss the topic of corrup-
tion freely with all partners. If staff,
customers and suppliers have been
informed clearly and openly, you will make
it easier for the staff member who is faced
with the demand of bribery to handle the
situation. Subsidiaries, suppliers and
agents in developing countries cannot
solve the problems alone. You can help by
promoting cooperation between compa-
nies, organisations and authorities in the
fight against corruption.
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In the process of developing your own
plans for implementation of the ten Global
Compact principles, you can find inspiration
and useful tips by looking at the experi-
ences of other businesses. The principles
may appear a bit high-flying. In order to
bring the principles down to earth and
show their potential implications for your
business, this booklet brings together ten
case stories of Danish small and medium-
sized enterprises. Owners and managers
explain how they have benefitted from
turning the ideas into action.

Many businesses already deserve recog-
nition as responsible corporate citizens

for their efforts to promote what is
commonly referred to as Corporate Social
Responsibility (CSR) or simply just Cor-
porate Responsibility. However, not all
businesses have referred to these efforts
as CSR. Refusing bribery in the Far East
may have been taken for granted. Respon-
sible environmental standards in Africa
may just have been common practice that
your company has not flaunted. None-
theless, displaying your efforts more visibly
might be worth considering in a situation
where increasing numbers of large busi-
ness customers demand corporate respon-
sibility throughout value chains including
your business. Displaying your corporate
responsibility more clearly can offer
significant competitive advantages.

Overview

The following pages of this booklet present
ten case examples with lessons learnt by
small and medium-sized companies in
implementing the Global Compact prin-
ciples. The table below provides a quick
overview of the companies, their chal-
lenges, advice to other companies and

the aspects of Global Compact that the
companies initially have focused on.

Definitions

CSR:

SA 8000:

IS0 14001:

IPD programme:

B2B programme:
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Company Challenges Advice Global Compact aspects
1. Rice Ltd. How do we provide agreeable Organise your efforts through Human Rights
(Gift articles) conditions for village home dialogue, SA8000 and Global Labour standards

workers in Madagascar and
Thailand?

Compact

Environment

2. Eurotex Apparel Ltd.

(Textiles) and Save
the Children

How do we handle child labour
in Bangladesh responsibly?

Participate in partnerships
with organisations and other
businesses

Labour standards
(Especially child labour)
Partnerships

3. JUAL Ltd.
(Roof accessories)

How can Chinese subsidiaries
and suppliers live up to Danish
working environment stand-
ards?

Create small success stories
Build on success with continu-
ous improvements

Labour standards
Environment (focus on
precautionary approach)

4. Butler's Choice Ltd.
(Food)

How do we work with our
Vietnamese suppliers to raise
environmental standards?

Promote corporate
responsibility based on a
strong convictions

Build long term relationship
of trust with your suppliers

Labour standards
Environment

5. Pilgrim Ltd.

How can we inspire our

Use networks and dialogue

Human rights

(Jewellery) Chinese suppliers to improve Focus on partnerships and real  Labour standards
working environment and improvements rather Environment
labour standards? than control

6. Katvig Plc. How can we as a small en- Do not think you have to invent  Labour standards

(Children’s clothes)

terprise promote acceptable
environmental standards of
large Chinese suppliers?

everything yourselves
Use networks and existing
labelling schemes

Environment

7. Ingemann Foods Ltd.

How can a Nicaraguan bee

Integrate CSR into your

Human rights

(Food) farmer qualify to be part of business model Labour standards
our supply chain? Build long term relationships Environment
with your suppliers
8. Orana Ltd. How do we link business Select your partners carefully Human rights
(Fruit) development and CSR in and be patient Labour standards

our partnerships in India?

Build long term partnerships

9. Henning Larsen
Architects
(Architecture)

How can we work strategically
with environment improve-
ments and energy efficiency

in construction projects?

Start where you have the
most influence

Share your experiences
with other businesses

Environment (focus on
energy efficiency)

10. Emunio Plc.
(Syringes)

How do we work development-
oriented and strategically

with Global Compact imple-
mentation with our partner

in Tanzania?

Involve staff actively

Put your policies in writing
Update documentation of
progress continuously

Environment
Anti-corruption
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1.

Rice Ltd.

+ Wholesale business for arts
and crafts gift articles

+ Founded in 1998

+ 42 staff members

+ Suppliers in Africa and Asia

+ Turnover in 2008: DKK 53m

* rice

Ppeople care - we care

Rice Ltd.

Dialogue that binds

Growth company Rice has incorpo-
rated the Global Compact principles
on labour standards and environment
all the way from their base in the

port of Odense to long term suppliers
in Africa and Asia. A strong stand on
forced labour has led Rice to terminate
relations with one supplier. The overall
picture, however, is one of success on
the basis of social and environmental
values. Rice proves that CSR pays off.

“When we started the company in 1998,
we agreed that we would do our best to
ensure decent conditions for our suppli-
ers in Madagascar and Thailand”, ex-
plains founder Philippe Gueniau. “Today,
we work with the same four suppliers and
their production networks in Madagascar
where we have baskets manufactured
using natural dye palm fibre. The part-
nership involves us paying fair prices for
our products and thus supporting the
desire of the producers to remain in the
villages and keep families together.”

In Thailand, Rice founded the company
Rice for Asian Design. The factory in
Chiang Mai now employs 75 workers and
has created another 50 jobs in a nearby
village. “In order to avoid splitting up
families and an often hazardous work-
ing environment in cities, we support
production in villages where workers
generate additional income by tilling
the fields. We consider this a binding
partnership similar to the one we have
in Madagascar. Part of our obligation

is to identify relevant and suitable jobs
for the villagers. We take this obligation
very seriously”, Philippe stresses.

In 2002, Rice was the first Danish
company to be certified for social
responsibility through the SA 8000

scheme. Joining Global Compact in
2006 became a natural next step along
the ethical path that the founders set
out on ten years ago on the island of
Langeland. Rice hired Mr Claus Skov as
CSR and logistics manager in 2006.

“The UN Global Compact works well
for us. Because of the fact that every-
body knows the UN, we are not seen
as imposing a Danish or Western idea.
The Global Compact has made us
aware of the diversity of issues affect-
ing us when we produce in develop-
ing countries”, states Claus Skov.
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Why Global Compact?

 Universally accepted, not seen as a Western concept

+ Puts the CSR efforts into context

+ Single issues can be made part of a comprehensive
approach

Rice focus:
+ Labour standards
+ Human rights
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Combining SA

3000

and

has

been pertfect In
creating an over-
all framework for

our effor

Advice from Rice

“Combining SA 8000 and Global Compact
has been perfect in creating an overall
framework for our efforts. The audit
element of SA 8000 involves third party
endorsement of our activities. SA 8000 is
a useful managerial tool, not least when
it comes to dialogue with suppliers and
staffin India and Thailand”, Claus Skov
explains. Rice has developed check lists
and questionnaires to be used during
visits to suppliers. “We cannot develop

a 100 per cent watertight system but we
are doing our best to enter into dialogue
with our suppliers. We do not consider
control in itself to be sufficient”, says
Claus Skov. “Effective communication of

S

sensitive messages on labour standards,
health and safety at work and overtime

is of key importance. We prefer dialogue
but have had one incident with a Thai
supplier using forced labour in Burma. In
such instances, supply agreements simply
have to be discontinued.”

Philippe Gueniau concludes with the
following piece of advice for small and
medium-sized enterprises ready to get
going. “Start with the most visible
burning issues you meet out there and
solve them one by one. In order to avoid a
haphazard approach, Global Compact can
help you put CSR visions and activities
into a gradually more strategic context.”
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Eurotex Apparel Ltd.

« Textile industry

+ Established in 1969

+ 60 staff in Denmark,
Bangladesh, China, UK
and South Africa

+ Suppliers in Malaysia, India,

China and Bangladesh

Red Barnet

Save the Children Denmark

Eurotex Apparel Ltd.
& Save the Children
Partnership for

responsibility

Global Compact strongly recommends
partnerships with stakeholders in sup-
port of broader developmental goals,

not least when businesses need new
tools they cannot develop on their own.
Supported by the Ministry of Foreign
Affairs of Denmark, six Danish textile
companies joined hands with Save the
Children, the Federation of Danish SMEs
and the Federation of Danish Clothing
and Textile Industries (DTB) and demon-
strated that partnerships can help tackle
difficult challenges like child labour.
Achievements of the partnership include
a practical guide for businesses.

Child workers in the textile industry

of developing countries is a complex
challenge including individual busi-
ness being blamed in media reports for
having child workers in their factories.
Media attention has also led to some
textile factories in Bangladesh excluding
workers between 14 and 18 years of age.
With half the Bengali population under
18, this constitutes a problem as young
workers often provide for their families
and young female workers excluded from
the textile industry are reported to have
moved to prostitution.

In 2005, Eurotex Apparel decided to enter
into a partnership with a number of
other Danish textile companies and pro-
fessional bodies to find a solution. An ad-
visory committee in Bangladesh brought
together representatives of suppliers,
Bengali professional bodies and NGOs.
“We have made significant progress on
CSR in Bangladesh, including a reduction
in sickness absenteeism from ten to six

per cent by introducing clean drinking
water in factories so that workers would
no longer have to carry drinking water
from the slums. Child labour, however,
is a much more complex issue which we
had to partner up to solve”, say Henrik
Johannesen, CEO of Eurotex Apparel.

The partnership is a learning process re-
sulting in a practical guide for companies
entitled the Child Labour Toolkit. The
tool kit has been developed in accordance
with international conventions on child
labour and provides answers to questions
like: How do you define child labour?
What constitutes dangerous work?
Which processes should 14 to 18 year

Bl 57 &'Szve the Children




olds be allowed to work with? And how
do you find out how old children really
are?

Advice from Eurotex Apparel
Companies can benefit greatly and some-
times unexpectedly from partnerships.
Eurotex Apparel participated actively in
the Bangladesh textile partnership and
has now got operational guidelines for
employment of 14 to 18 year olds who
work in their factories whilst attending
formal vocational training. “Well trained
young workers are badly needed and

we are keen to assist if we can turn
youngsters at risk of ending up on the
streets into valuable and qualified work-
ers”, states Henrik Johannesen. Henrik
Johannesen recommends a responsible
approach to the handling of child labour
to companies in general. “It is wrong

to simply sack children involved in the
production of your suppliers. It is much

Why Global Compact?
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better for all to explore alternatives like
schooling or vocational training, possibly
combined with lighter work.”

“We are pleased to be part of a partner-
ship”, says Henrik Johannesen, because
responsibility is no longer a simple ques-
tion of your own personal morals. We
were guided by instincts when we started
caring for staff in 1999. Responsibility is
increasingly required by customers and
rapidly becoming a key element in con-
tract negotiations. This renders responsi-
bility a strategic priority in our business
development. We need all the input we
can get to make responsible corporate
citizenship easier”, Henrik Johannesen
concludes.

* Opportunities for partnerships

« Exchange of experience with experts, customers

and other interested parties

+ Improved reputation to be used for marketing

pUrposes

Eurotex Apparel Focus:
+ Labour standards
 Partnerships
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JUAL Ltd.

+ Specialized in roof accessories

+ 50 staff member of JUAL Ltd,
established in 1968

+ 60 staff members in Chinese
subsidiary, established in 2004

+ Turnover: DKK 100m incl.
Chinese subsidiary

JUAL

JUAL Ltd.

Prevention with limited

resources

JUAL, a producer of roof accessories,
received support for its first CSR activi-
ties from the Public Private Partnership
Programme of the Ministry of Foreign Af
fairs of Denmark. Subsequently, JUAL has
used dialogue and the force of example
to promote labour standards and envi-
ronmental protection at their subsidiar-
ies and suppliers in China. Corporate
responsibility is not only a point of view.
It involves daily challenges of preventing
tinnitus and squeezed fingers.

JUAL CEO Martin Thomsen points
out that CSR is a long process. Com-
peting tasks with shorter deadlines
have a tendency of pushing CSR to
the side. Consequently, CSR needs to
be integrated into the daily routines
and management of suppliers.

“When we set up in China, putting a
CSR management system in place was

a long haul. The factory was upgraded
with soundproofing, personal protective
equipment, screen enclosures and
ventilation systems. We have a total of
fifteen long term suppliers in China.
We evaluate our suppliers on an annual
basis and follow up on an ongoing basis.
Our moderate size forces us to think
carefully before making firm demands.
Fortunately, our presence in China
makes it easier for us to work closely
and constructively with our suppliers.
Our advice has to make sense locally.

I can understand if suppliers only use
ear plugs when we are visiting. Ear
plugs only start making sense to workers
when they have experienced the diffe-
rence they can make. The force of




example sometimes takes time to work”,
states Martin Thomsen.

“CSR activities have to be tailored to the
size and character of our company. Glo-
bal Compact allows us to operate a CSR
concept suitable to our needs. Flexibil-
ity allows us to keep up momentum by
introducing improvements step by step.
On a daily basis, we are tempted to make
shortcuts and buy cheaper products.
Heated galvanization is an example of a
technique we have opted against because
of the mess. We are not convinced we
would be able to provide sufficient qual-
ity to our customers if there is too much
pollution in our own factory backroom,
even if we would be able to source the

products five times cheaper”, argues Mar-

tin Thomsen.

Why Global Compact?
+ Keeps constant focus

25

JUAL considers participation in the
Global Compact as a visible proof of the
company’s commitment to CSR. “Global
Compact shows that the whole CSR range
is under control and of high quality.

By joining Global Compact we achieve
improved market positioning and are
able to differentiate ourselves from 95
per cent of our competitors”, says Martin
Thomsen.

Advice from JUAL

Martin Thomsen summarizes his experi-
ence in the following piece of advice. “It
requires a special effort to initiate CSR
efforts. However, when these measures
are in place only very few resources are
required. In order to open the eyes of
suppliers it is essential to create small
success stories from the outset. We spend
a lot of time commending suppliers for
their efforts. With time suppliers realize
that we are serious and dependable cus-
tomers.”

“We started out by identifying key areas
where we could achieve quick impact as
well as areas where we would need to
keep a long term focus. Basically, CSR
needs to be boiled down to something
tangible with overall objectives and
intermediate objectives. From there, it

is all about keeping up momentum and
making progress with constant improve-
ments”, concludes Martin Thomsen.

+ Demonstrates control of the full range of CSR

- Strengthens competitive position

JUAL focus:
« Labour standards
« Environment
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CSR activities
have to be tal-
lored to the size
and character
Of our company.

allows us to
operate a CSR
concept suitable
to our needs
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4.

Butler's Ltd.

+ Quality fish and shellfish dealer

+ Established in 1997

+ 6 employees in Denmark, 14 in
Vietnam and 9 in India

+ Suppliers in Vietnam and India

+ Distributes more than 2,000
tons of fish and shellfish
annually

Social ﬁhwarﬁj fisk
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Butler’s Choice Ltd.
Small fish with big influence

Binding partnerships with long term
suppliers is the recipe of Butler’s Choice
for environmental responsibility.
Achievements include cleaner water

in the Mekong River owing to a new
wastewater treatment plant advocated
by the Danish company and its supplier.
Butler’s Choice is based in Kerteminde
and deals with fish and shellfish using
the slogan “We Care To Be Fair.”

“We import tiger shrimps from a fac-
tory in Vietnam. They used to pump
wastewater directly into the Mekong
River. At the time, the factory had no
alternatives because the government
did not allow them to build a wastewa-
ter treatment plant”, explains founder

Why Global Compact?
- Voluntary approach with flexibility

and innovation

 Access to networks and professional

dialogue

- Input to management systems

of the company

Butler’s Choice focus:

« Labour standards

« Environment

Jacob Stokkebye. “We approved the
factory with reservations regarding
wastewater. Butler’s Choice purchased
increasing amounts of produce and
now takes app. 20 per cent of the
total production. At one stage we
were asked to help the factory write
a letter to the authorities linking the
future purchase of tiger shrimps of
Butler’s Choice to the application for
a new wastewater treatment plant.
Permission was granted. First we had
to demonstrate our reliability. Then
we were able to make demands. If
action is suited to the word, you win
confidence”, says Jacob Stokkebye.

“Environment is our top priority, for
moral reasons as well as long term
business interest. We have invested
and taken home smaller short term
profits but now welcome increasing
numbers of customers demanding
certified production process that can-
not be copied over night. Purchasers
increasingly demand exactly the type
of documentation we have built up
over the years. Three quarters of our
customers are prepared to pay extra
for environmentally friendly products.
Certification is the only guarantee
available that fish is free of phosphate.
We guarantee that standards are
respected”, states Jacob Stokkebye.

Butler’s Choice is one of the few Danish
companies with an SA8000 certifica-
tion (CSR management system) as well
as ISO14001 (environmental manage-
ment system). Jacob Stokkebye explains.
“We are pleased to participate in Global
Compact because it offers something
completely different from our two
certifications. We see the strength of
Global Compact as a network of busi-
nesses involved in voluntary initiatives
like ourselves. The dialogue with other



businesses involved is a source of great
inspiration to us.”

Advice from Butler’s Choice

“My advice to companies wishing to
make a difference is to act out of
conviction. Corporate responsibility
should not be driven by formal require-
ments or pressure. You have to believe
strongly in your own product. Butler’s
Choice has achieved tangible benefits
owing to strong and constructive
supplier partnerships. Building up
goodwill motivates suppliers to deliver
top quality fish products. Top quality is
of the essence to Butler’s Choice and
was recognised in 2008 with an award
for the best tiger shrimp on the Danish
market. Key to our success has been the
conviction that suppliers must be won
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over by strong arguments and have a
clear understanding of the reality
suppliers are coming from. “Sometimes
these processes take time but in our
experience there is no point in enforc-
ing an agreement with demands that
subsequently turn out not to be
respected”, Jacob Stokkebye concludes.
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Pilgrim Ltd.
+ Jewellery manufacturer with
its own retail outlets

+ Established in 1983

+ 224 staff members in total, 10
staff members in China

+ Suppliers in China

+ Pilgrim Foundation was
established in 2007 in support
of development in Africa

+ Turnover in 2008: DKK 370m

+ More than 85 per cent of sales
are exported

PILGRIM

DANISH DESIGN

Pilgrim Ltd.

Dialogue and demands
go hand in hand

Labour standards and environment are
key components of jewellery company
Pilgrim’s implementation of Global
Compact. Activities include dialogue on
working environment, a fund to support
projects in Africa and a piece of jewellery
for charity. Pilgrim bases its approach
on constructive communication with
partners rather than control and criti-
cism. Activities include training in
health and safety at work and ‘positive
auditing’ of suppliers.

In 2007, Pilgrim established a foundation
in support of development in Africa. An
usual step for a medium-sized Danish
company. Pilgrim founder Thomas Rud
Adamsen explains: “The purpose of the
foundation is to help Africans help
themselves. In 2008, we have supported
six projects in Tanzania on a wide range
of topics from business training for
street children to HIV/AIDS education.”
Pilgrim has committed itself to donating
one per cent of the company’s profit to
the foundation. Profits from a specially
designed piece of jewellery are also
envisaged to benefit the foundation.

In the long term, Pilgrim would like to
establish fair trade certified jewellery
production in Africa.

However, at present Pilgrim buys all its
jewellery in China. In order to ensure
decent production facilities and keep
close contact with suppliers, Pilgrim has
established its own auditing system.
Pilgrim is not convinced that independ-
ent auditors can always be trusted. “It is
important for us to visit our suppliers to
get a clearer impression for ourselves.
We make demands but we also have a

dialogue. We cannot guarantee that
everything is perfect but we are moving
things in the right direction”, says
Thomas Rud Adamsen.

Pilgrim refers to its own auditing system
as positive auditing. The Chinese suppli-
ers are not always receptive to criticism.
We find that a positive approach works
better. We focus on inspiring suppliers to
make improvements on an ongoing basis
rather than simply controlling the
present state of affairs. CSR is weighed
equal to quality and price when Pilgrim
purchasers evaluate suppliers. A local
staff member is in charge of auditing as
we see great benefits in interacting with
suppliers on a daily basis. We have also
carried out training in health and safety
at work for our suppliers. Our experience
tells us not just to talk to the hearts but
also to the business sense of our suppliers.
It is not always easy to obtain the support
of management when staff members
return from training sessions. Progress

is faster with some suppliers than with
others, but you should never give up”,
concludes Thomas Rud Adamsen.
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Why Global Compact?
- Contributes to business development

+ Keeps a focus on CSR activities
+ Reporting provides us with a useful overview

Pilgrim focus:
* Human rights
* Labour standards
+ Environment



~we would
get involved
N relevant net-
works and learn
from the expe-
rience of other
companies




Advice from Pilgrim

Pilgrim is convinced that corporate
responsibility goes beyond charity and
helps develop their business in a way that
strengthens their future competitiveness.
Corporate responsibility is also impor-
tant with respect to attracting and main-
taining qualified and committed staff.

Pilgrim has taken a number of initiatives
without necessarily having a fully devel-
oped strategy or fixed idea of a final des-
tination. “We have been able to launch a
multitude of efforts but that may not be
the right approach for all companies. If
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we were to start all over again, we would
get involved in relevant networks and
learn from the experience of other com-
panies. Regardless, CSR will always be

a long process where you simply cannot
do everything at once. It is better to take
slow steps than not to get anywhere at
all”, Tomas Rud Adamsen concludes.
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6.

Katvig Plc.

+ Manufacturer of children's
clothes

+ Established in 2003

+ Turnover in 2008: DKK 56m

+ 17 staff members

+ Suppliers in China, Ukraine,
Taiwan, South Korea,
Indonesia and Turkey

& katvig’

Katvig Plc.

Following suit

To Katvig, a manufacturer of children’s
clothing, responsible corporate citizen-
ship primarily involves integrating
environmental concerns into their
supply control system. Keywords include
clarity, realism and alliance building.
So far, focus has been on health and
environment, and Katvig has found
ways of working with suppliers already
audited by larger clients or approved for
existing environment and health labels.
Next step is labour standards and, in
time, organic cotton farming in AfTica.

Healthy clothes were part of the busi-
ness concept when Katvig was founded
in 2003 and consequently, the present
focus on environment and sustainabil-
ity has come naturally. Ms Pia Odgaard
was recruited as Katvig’s sustainabi-
lity manager in 2007 to handle the
process. “We lean heavily on existing
labels like the EU Flower, the Swan
and the Global Organic Textile Stand-
ard (GOTS)”, Pia Odgaard explains.

“In my view, sustainability is essential for
the long term survival of businesses. Sus-
tainability is becoming mainstream, as
we have seen with the labels in a number
of places. We have banned air freight of
textiles and introduced a self-degradable
carrier bag made out of plastic. The bag
is used by suppliers for packaging and
again by customer as a carrier bag. Huge
quantities of non-degradable plastic

are used for freight packaging and it
makes good common sense to recycle it”,
says Pia Odgaard. Katvig has developed
ethical guidelines used as attachments
to supplier contracts. “We have twelve
main suppliers producing for us four
times a year. Essentially, we are a very
small customer to our suppliers and

do not find ourselves in a negotiating
position where we can make categorical
demands too easily”, Pia Odgaard states.

Katvig’s focus has been on environment
and sustainability and now wants to
include efforts to promote labour stand-
ards. Pia Odgaard relates: “The world is
not black and white. We may think it

is wrong to work four or five hours of
overtime every day. However, Chinese
migrant workers living far away from
their family and children want to work
as much as they possibly can. If we do not
allow them to work extra hours, they will
look for work in the evenings somewhere
else. Dialogue with other companies on
these sensitive issues is important to

us. We cannot meet all these challenges
on our own. This is why we have joined
Global Compact and the Danish Ethi-

cal Trading Initiative. We also dream of
one day having our own organic cotton
farm in Africa”, Pia Odgaard tells.

Advice from Katvig

Sustainability is an integral part of

the business philosophy of Katvig. It is
driven by idealism as well as a convic-
tion that it puts Katvig in a stronger
market position than their competitors.
Pia Odgaard shares this piece of advice
with other companies: “It is essential
not to approach CSR as the icing on the
cake. Without true conviction initiatives
cannot be sustained in the long term.
As a small and medium-sized enterprise
you have to think carefully about the
way you spend limited resources wisely.
Using networks and recognised label-
ling schemes offer attractive opportu-
nities. There is not point reinventing
the wheel and we cannot be experts in
everything”, Pia Odgaard concludes.
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Why Global Compact?
* Helps us hold on to our ambitions

 Develops our company
 Supports important initiatives

Katvig focus:
« Environment
« Labour standards
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Ingemann Foods Ltd.

+ Food distribution

+ Established in 1989

+ 17 staff members in
Denmark, 25 in Nicaragua

+ Suppliers in Nicaragua

+ Turnover in 2008: DKK 40m

Ingemann

Ingemann Foods Ltd.
Organic farming for

beekeepers

Ingemann Foods is a family-held com-
pany with ambitious plans for beekeep-
ing in Nicaragua. A well-developed
network in Nicaragua is activated to
promote human rights and environ-
mental protection. Organic production
principles, decent standards of health
and safety at work and involvement of
women are used as the vehicle to real-
ize the ambitions. Ingemann Foods live
up to their corporate responsibility but
underline that responsible corporate
citizenship can be profitable as well.

Nicaragua’s export of honey is limited
in scope but holds great potential. The
ambition of Ingemann Foods is to estab-
lish a significant production base for
organic honey from their own beehives

Why Global Compact?
- Strategic approach to corporate

responsibility

 Covers the whole range of CSR aspects

» Top priority of human rights

Ingemann Foods focus:

* Human rights

« Labour standards

« Environment

as well as from small local producers.
In 2008, Ingemann Foods constructed
its own packing facility with a capac-
ity of 1,000 tons. “When we reach the
target of 1,000 tons, we will be employ-
ing more than 100 workers in the field
and between 25 and 50 in processing
and administration. This will make us
the largest producer of organic honey
in the whole of Latin America”, CEO of
Ingemann Foods Niels Moller explains.

“Large scale processing and packaging
facilities allow for increased earnings.
It is also the only we can guarantee
organic standards”, Niels Moller states.
Local beekeepers deliver a minimum
quantity of one barrel at a time. Inge-
mann Foods controls quality and pack
the honey in an identifiable barrel as
traceability is essential for market ac-
cess. Ingemann Foods offers training in
hygiene and certification and training
is open to the company’s own produc-
ers as well as small local beekeepers.
Ingemann Foods sees these training
opportunities as their contribution to
a broader development of the sector.

“We are pleased to be part of Global
Compact and see strategic corporate
responsibility as an integral part of
our business model. Global Compact
helps move or commitment one level
above pure philanthropy and matters
of conscience. To us, the human right
principle of Global Compact is essential.
We invest in health and safety at work,
training and canteen services. We also
have a scheme of employing more
women and avoid all types of discrimi-
nation. Our female staff members are
particularly competent when it comes
to hygiene and generally display supe-



rior degrees of work discipline. We also
know for a fact that salaries to women
benefit children more than salaries of
male workers. We are doing all out of
convictions but also on the strength of
the business case”, Niels Mpller explains.

Advice from Ingemann Foods
According to Ingemann Foods, a key
argument for corporate responsibility

is the positive effect on relations with
local partners. If corporate responsibility
is integrated into the business model, it
is a worthwhile investment. It attracts
and retains staff, it offers competitive ad-
vantages and it gives support from local
communities. In the case of Ingemann
Foods, local communities have been
found to be particularly appreciative of
market opportunities, decent working
conditions and education opportunities.
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“When you offer decent working condi-
tions, the challenge is to avoid being seen
as someone who can be easily cheated. The
challenge of behaving decently without be-
ing cheated has to be mastered over time.
In our experience, a strong in-country pres-
ence is essential”, Niels Moller advises.

“Finally, we strongly recommend
schemes like the B2B Programme of
the Ministry of Foreign Affairs of Den-
mark to companies about to establish
long term partnerships abroad. There

is a strong business case for corporate
responsibility but it is not always pos-
sible to get started with out a helping
hand. We see great opportunities in our
sector and are looking to East Africa for
new opportunities. East Africa has an
excellent natural production base for
organic honey”, Niels Mpller rounds off.



When you offer

the
challenge Is to
avold being seen
as someone Who
can be easily
cheated
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Orana Ltd.

+ Fruit-based ingredients

+ Established in 1999

+ 180 staff members worldwide

+ Suppliers all over the world

+ Turnover in 2007-08:
DKK130,2m

+ 85 per cent of sales are
exported

ORANA

Orana Ltd.

With the fruit suppliers

all the way

Orana develops and sells fruit-based
ingredients to dairies and food producers
all over the world. Not all suppliers have
the knowledge required to produce the
quality Orana demands. Consequently,
Orana identifies long term partners
allowing for technology transfer and
promotion of human rights and labour
standards to go hand in hand. It takes
time, but pays off.

Orana applies a business approach of
assisting the most promising suppliers on
a new market in their positioning efforts.
This gives Orana competitive edge when
that market grows. Orana is successful
with these long term partnerships,
especially in India and Vietnam. Initially,
the raw materials supplied where not
always of a satisfactory quality, but
technical advice has been effective in
improving quality standards. Next step
was to scale up production. This presen-
ted Orana with renewed challenges of
quality assurance. Quality manager Erik
Steen Hansen explains: “In Vietnam, we
established fruit collection units as a
means of involving small farmers. This
has proven useful in ensuring stability
of supplies, loyalty and goodwill.”

“We identify suppliers who have the best
quality of fruit as well as decent condi-
tions for workers. The fruit sector is often
marked by seasonal work, law wages and
hazardous working conditions. We cannot
change the world overnight, but we can
try to push things in the right direction.
This is why we have joined SUSBIZ India,
a project involving one of our mango
suppliers in India and supported by the
Ministry of Foreign Affairs of Denmark,
the Companies and Commerce Agency of
Denmark and the Danish Federation of
SMEs. To begin with, the process was slow
in getting off the ground locally, but
working with our mango supplier Orana

has helped improve seasonal workers
basic right such as contracts, improved
housing and access to water and sani-
tation. It appeared overwhelming and
costly at first, but our supplier has now
fully grasped the idea. Customers
demand corporate responsibility and we
have more than doubled our purchases
from our supplier in India”, Erik Steen
Hansen states.

Head of Projects and Administration at
Orana Betina Moldt Rasmussen draws
parallels to business opportunities in
Africa: “We have worked with pioneers
on promising markets in Africa as well.
There are excellent natural conditions for
fruit production whereas market develop-
ment and process knowledge is more
limited. In Egypt we have assisted a
supplier in upgrading to the extent that
they now provide us with mango, guava,
strawberries and oranges of international
quality standards suitable for global
markets. Our strategy is to help the
suppliers get to a position where they
deliver the right quality and subsequent-
ly benefit from the loyalty, stability and
market position of those suppliers.”

Advice from Orana

“My best advice to small and medium-
sized enterprises wishing to engage in
strong and long term partnerships in de-
veloping countries is to start the process
with a partner they already trust. Careful
selection of your partner is essential
where you are in it for the long haul. Be
tolerant and patient and do only scale up
when you are sufficiently confident in
your partner. The rewards do not come
overnight. However, if prepared carefully,
it is worthwhile from a business point of
view as well. In our experience, the po-
tential for competitive positioning is sig-
nificant”, concludes Erik Steen Hansen.
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Why Global Compact?
- Makes responsible corporate citizenship visible

* Provides a solid foundation for long term
relations with suppliers

- Offers a framework for respecting human
rights in a business context

Orana focus:
* Human rights
« Labour standards
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Henning Larsen Architects

+ Architectural company owned
by partners

+ Established in 1959

+ 130 staff members

+ Office in Riyadh, Saudi Arabia
established in 2008

+ Turnover in 2007/2008:
DKK 150m

+ 65 per cent of turnover comes
from projects abroad

HENNINGLARSENARCHITECTS

Henning Larsen Architects
Energy efficiency in

construction

Henning Larsen Architects have opened
an office in the Middle East, leading to
discussions not least on gender equal-

ity. A point is also made of integrating
sustainability in project design. Energy
efficiency saves cost and cost is a critical
competitive parameter on the market.
Global Compact is well suited to the com-
pany’s ethical and environmental profile.

Henning Larsen Architects kick-started
their CSR process with a corporate semi-
nar on corporate responsibility. Head of
Communications and CSR Farid Fellah
explains: “We discussed how we could
define the limits of our responsibility
and focus effort where we had real influ-
ence. For an architectural enterprise, it
is obvious to focus on the Global Compact
principles on environment. This is where
we have real influence. At the same time,
environment is increasingly becoming

Why Global Compact?

an important sales parameter. We have
established a multi-disciplinary task
force charged with the screening of all
projects as early as possible in the pro-
cess. This helps integrate sustainability
in our regular creative process. In order
to strengthen the knowledge base of our
approach we have recruited three PhD
students from the Technical University
of Denmark specialising in energy opti-
misation of construction work. Not only
buildings require optimisation. In a more
holistic approach surroundings such as
infrastructure and recreational areas
play an important role.”

A case in point is a recreational centre
for children in Damascus by Henning
Larsen Architects. A special construction
technique creates natural ventilation
and shade, reducing energy consumption
with 30 to 40 per cent. Another case in

-+ Systematic approach makes it easily accessible

+ Potential for synergy with our professional

communities

« Framework for broad range of corporate responsibil-

ity initiatives

Henning Larsen Architects focus:

« Environment
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point is the finance district of Riyadh
where the combined effects of shade and
capacity to retain humidity reduce the
impact of outer temperatures by 6 to 8
degrees.

The experience of Henning Larsen
Architects in the Middle East goes back
to the 1970s. “We have to follow the rules
of the game in Saudi society. Working
conditions for our female colleagues are
different in the Middle East and female
staff members wear a long dress when
they work in Saudi Arabia. However, it is
essential for us to have a professional dia-
logue regardless of gender and religion.
Consequently, we only look at competen-
cies when identifying the right people to
work on a new project”, says Farid Fellah.

The Danish Architecture Centre (DAC)
decided to focus on Global Compact and
corporate responsibility by organising
the exhibition Building Sustainable Com-
munities. Henning Larsen Architects was
the first architectural company to join
Global Compact but has since been joined
by a great number of others. Farid Fellah
explains: “Global Compact suited us well.

We needed a systematic approach and
found most existing tools on the market
to be too supply-oriented for our needs.”

Advice from Henning Larsen
Architects:

“For us as architects it is essential not
to keep our activities and experiences
to ourselves. By contrast, we have an
obligation to share our knowledge and
insights”, states Farid Fellah.

In spite of current achievements, Hen-
ning Larsen Architects may only have
completed its first round of CSR. “We

are getting to the point of looking at the
whole area of labour standards in build-
ing materials. We can achieve much more
if we do this as a profession. The profes-
sion has already been dragged into the
limelight because of working conditions
in Chinese and Indian granite process-
ing. Our principal advice to other small
and medium sized enterprises is to define
their own sphere of influence and take

it from there. Careful steps in the right
direction can be more effective than
attempting giant leaps. And make sure
those careful steps are clearly understood
by everybody in your own company first”,
concludes Farih Fellah.



Our principal
advice to other
small and
medium sized
enterprises Is
to define thelir
OWnN

and
take 1t from
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10.

Emunio Aps

+ Manufacturing of medical
articles (single-use syringes)

+ Established in 2004

+ 25 staff members

+ Production in Malaysia
and Tanzania (Bangladesh
starting 2009)

emunio

Emunio Plec.

Small syringes,

big ambitions

Emunio, manufacturers of single-use sy-
ringes for developing countries, have de-
cided to locate smaller production units
in Tanzania and Malaysia in order to con-
tribute to development close to their mar-
kets. Health and safety at work, environ-
ment and anti-corruption are integrated
elements of Emunio’s business model.
Zero-tolerance on corruption can mean
loss of orders. Nonetheless, strategic cor-
porate responsibility gives Emunio com-
petitive edge more than anything else.

A new single-use syringe from Emunio
contains no hazardous chemicals and
requires 35 per cent less plastic than
the production of an average syringe.
The disposal of the syringes at minimal
environmental cost becomes essential
in a context that lacks proper waste
management systems. Emunio’s syringes
are self-destructive and cannot be
recycled with risk of infection. In addi-
tion to the strategic integration of
environment in product design Emunio
launched a health and safety at work
initiative involving all staff members in
Tanzania in the identification of poten-
tial for improvement. Results included
improved ventilation as well as less
slippery staircases.

One could ask what has made Emunio
decide to manufacture syringes in Africa
instead of sourcing cheap single-use
syringes from China? CEO and founder of
Emunio Tina Nergdrd explains: “We have
decided to produce locally to contribute
to local development and to be close to
our market. This decision is in line with
the purpose of our product to prevent
HIV infection and promote better health.”

Emunio’s focus on environmentally
sound products and improved health
and safety at work are clear strategic
initiatives that have resulted in cost
savings and competitive advantages.

By contrast, Emunio’s zero-tolerance on
corruption has been less straightforward.
Tina Nergdrd has a clear stand on the
issue: “We always refuse corruption
categorically, and I act the role as the
woman from Denmark who does not
understand a hint. We have lost orders
from obvious customers, but I am
convinced that it is the only right thing
to do in the long run.”

“We had been involved in corporate
responsibility initiatives for a long time
before we decided to join Global Com-
pact. On the other hand, Global Compact
has formalised our efforts and helped us
focus more, internally as well as in our
relations with customers. We are kept on
our toes. As Global Compact participants,
we are obliged to keep focus and think
creatively and strategically when inte-
grating corporate responsibility into our
business activities”, says Tina Norgdrd.
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Why Global Compact?
- Keeps us on our toes to have to improve continuously

« Formalises the company's CSR various initiatives
+ Helps focus each CSR activity strategically

Emunio focus:
« Environment
+ Anti-corruption
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Advice from Emunio

Emunio decided to involve staff members
at the factory in Tanzania in identifying
potential areas for improvement of health
and safety at work and were positively
surprised by the response. “The lesson

we have learnt is that involving the whole
organisation is essential”, states Tina
Nergard.

“The process of putting our environ-
ment, staff and CSR policies in writing
has been most helpful. When you put
policies in writing, you have to think just
a little more carefully once more. This
way new ideas and perspectives appear.
My advice would be to decide what is
right for your business to do consider-
ing the resources at your disposal. Do

not block the process by thinking it is
going to be too costly for a company of
your size. Even limited resources can
produce impressive results if commit-
ment is there. Keep a list of what you
have already achieved. Sometimes you
tend to forget what you are already doing.
Have a look at the list from time to time.
Chances are that will make you want to
do even more”, Tina Norgdrd concludes.



We had been involved
N corporate respon-
sibility inrtiatives for
a long time before
we decided to join

On the other hand,
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efforts and helped
us focus more



Links and tools

This section of the booklet lists organisations and websites offering more background
information and tools that you might find useful in deciding how to go about imple-
menting Global Compact principles in your business.

globalcompact.org

Official website of Global Compact,
includes a list of participants, inspiration
for implementation and practical details on
how to join and how to get involved in
networking

gcnordic.net

The Danish website for Global Compact,
hosted by DI on behalf of the Nordic Global
Compact Network

ipdprogramme.um.dk

Programme for Innovative Partnerships for
Development (IPD). Website of the Ministry
of Foreign Affairs of Denmark with details
on IPD support for companies and organi-
sations promoting labour and living
standards in developing countries

b2bprogram.dk

Website with details on the Business to
Business Programme of the Ministry of
Foreign Affairs of Denmark offering
support to set up long term partnerships
between Danish companies and companies
in Danida's programme countries

dieh.dk

Official website of the Danish Ethical
Trading Initiative — a membership organisa-
tion for stakeholders from companies,
professional bodies, trade unions and the
public sector

samfundsansvar.dk

Official website of the Danish Centre for
CSR under the Danish Commerce and
Companies Agency, includes details on the
Danish Action Plan for CSR

sa-intl.org
Social Accountability website with details
on the CSR management system SA 8000

susbizindia.org

Website of a multi-stakeholder partnership
project focusing on CSR and business
development in supply chains in India
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Principle 1

Principle 2

Principle 3
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Principle 5
Principle 6

Principle 7
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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.
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platform for demonstrating business leadership on climate change under
the umbrella of the UN Global Compact. Learning and collective action by
companies are pillars of our climate initiative. This publication makes a
very important contribution by sharing best practices on climate change
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Georg Kell, Executive Head, Global Compact
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Foreword

In the fight against climate change we
must facilitate change and pave the way
for sustainable solutions through public-
private dialogue and innovative partner-
ships.

The Nordic Governments have at an early
point set a favorable stage for change.

By enhancing initiatives that give priority
to renewable energy and low-carbon
solutions they have underpinned the
greening of the private sector. In addition,
Nordic Governments are leading interna-
tional efforts to reach a global agreement
on climate change and are formulating
ambitious goals to reduce the emission
by their respective countries.

Nordic companies were among the first

to act on the belief that business thrives
where society thrives. Thus, they began

to look for private sector solutions to the
mitigation of climate change at an early
stage. By setting new standards for energy
efficiency and reducing the carbon burden
of products, services and processes, Nordic
companies are by now considered leaders
of change.

On this backdrop, we warmly welcome

the Caring for Climate initiative developed
under the umbrella of the UN Global
Compact. This important initiative brings
together business leaders from all over
the world in a joint effort to advance green
and sustainable business solutions and

to help shape a favourable public policy
framework. Caring for Climate is becoming
a significant force for change and it is our
hope that it will gain further momentum in
the lead up to and after the COP15 meeting
in December 2009.

The Nordic companies featured in this
publication are all UN Global Compact
participants and signatories to Caring for
Climate. They consider it important to
publicly voice the need for urgent and

extensive climate action and wish to
demonstrate how low carbon solutions
can contribute to the fight against climate
change and at the same time significantly
increase profitability.

We hope these examples will encourage
companies from both developed and
developing countries to join Caring for
Climate and to take action. This is parti-
cularly important for developing countries,
whose path towards achieving sustainable
development can be seriously hampered

if climate change is not addressed at a
global level.

VK. Toes®

Minister for Development Cooperation
Ministry of Foreign Affairs of Denmark

“H

Jakob Simonsen
Director
UNDP Nordic Office

A W, Ll

Hans Skov Christensen

Director General, CEO
Confederation of Danish Industry
On behalf of the Global Compact
Nordic Network




Caring for Climate
was launched in 2007
and has now grown
to become one of
the largest and most
diverse of its kind.

It is endorsed by
companies from
over 60 countries
around the world,
representing 27
industry sectors.

By May 20089, this
includes around 40
companies from the
Nordic countries.

Caring For Climate:
The Business Leadership

Platform

The Caring for Climate initiative is a
voluntary and complementary action
platform for UN Global Compact partici-
pants who seek to demonstrate leadership
on the issue of climate change. It provides
a framework for business leaders to
advance practical solutions and help shape
public policy as well as public attitudes.

Shaping the Global Policy Framework
Through this initiative, the UN Global
Compact unites businesses in a call on
governments to take the necessary steps
to address climate change. By joining the
initiative, companies specifically challenge
governments to adapt legislative and fiscal

frameworks designed to make markets
work for the climate and to introduce
mechanisms and policies that create

a stable price for carbon emissions.

Carrying the weight of hundreds of
leading companies from both developed
and developing countries, Caring for
Climate is intended to help shape a global
policy framework that is conducive of
investments into the building of a low
carbon economy. By informing and influ-
encing the political process, Caring for
Climate intends to be a decisive force in
the negotiation of an international climate
change agreement to replace the Kyoto
Protocol.

Setting Targets for Carbon Reduction
Companies that join Caring for Climate also
commit themselves to taking practical
steps to mitigate climate change. They are
required to increase energy efficiency and
to reduce the carbon burden of their
products, services, and processes and to
set concrete targets for doing so. Each year
they must report publicly on the achieve-
ment of these targets as part of their
Communication on Progress.

How to Join the Caring for Climate

All Global Compact business participants are invited to join
the Caring for Climate. This requires a public endorsement of
the Caring for Climate Statement that is reproduced on the
opposite site.

To sign up, the company's chief executive must send an e-mail
indicating the support of Caring for Climate to the following
address: climatechange@unglobalcompact.org.

Visit www.unglobalcompact.org for more information about
UN Global Compact and Caring for Climate.
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The Responsible Competitive-
ness Index is developed by
AccountAbility. According to
AccountAbility, responsible
competitiveness is achieved
through a combination of
smart public policy, engaged
companies, and a supportive
socio-political environment.

www.acountability21.net

Responsible Competitiveness
of Nordic Countries

Nordic countries represent a unique
combination of high productivity and
responsible business practices. This is
illustrated by the Responsible Competi-
tiveness Index 2007, which rank all

five Nordic countries within the top six.
Sweden is taking first place with
Denmark, Finland, Iceland, and Norway
following closely.

A Combination of Three Elements
The high ranking of Nordic companies
on responsible competitiveness is the
result of a symbiotic relationship
between smart public policies, engaged
and innovative business practices, and

a supportive socio-political environment.

POLICY DRIVERS
SMART PUBLIC
POLICY

All three elements are necessary to
understand the first-mover advantage

of many Nordic companies with respect
to a wide range of corporate responsibility
issues.

The combined effects of policy drivers,
business action and social enablers are,
however, particularly important in
explaining why many Nordic companies
are considered champions in the develop-
ment of innovative solutions to mitigate
climate change.

BUSINESS ACTIONS
ENGAGED AND

INNOVATIVE
COMPANIES

RESPONSIBLE
COMPETITIVENESS

SOCIAL ENABLERS
SUPPORTIVE
SOCIO-POLITICAL
ENVIRONMENT

POLICY DRIVERS

Nordic Governments have traditionally ensured a swift translation of international conventions into national law,
a stable enforcement of laws and regulations, and a relatively good coordination between Government bodies.
Combined with a determined effort to reduce administrative burdens and a low degree of corruption, this creates
good conditions for responsible businesses to thrive.

In terms of environmental policy, Nordic Governments have a long track record for punishing the negative externalities
of businesses. Similarly, they have historically been successful in creating economic incentives for the development of
renewable energy and energy efficient technologies.

Finally, Nordic Governments have made a significant contribution to the development of low carbon technologies by
financing and in other ways supporting research and development in select areas such as wind and hydro power

as well as energy efficiency. It has been particularly conducive to the development of both green and competitive
technologies that Nordic Governments have facilitated close cooperation between public and private research as
well as substantial cooperation across the Nordic region.

BUSINESS ACTIONS

Nordic companies have a deep-rooted preference for non-authoritative management systems, decentralized decision-
making and the empowerment of individual employees. This creates space for constant improvement of business prac-
tices and has helped bridge the narrow interests of the companies with the consideration of the interests of society as
a whole. Similarly, Nordic companies increasingly engage in dialogue with a broad range of stakeholders and explore
new ways of collaborating with civil society organizations. This has also contributed to making Nordic companies more
responsive to the environmental concerns of people outside of the companies.

Many Nordic companies have realized that corporate responsibility can increase profitability and create economic
value. Accordingly, a strategic approach to business sustainability has spread rapidly over the Nordic region, even also
to thousands of small and medium-sized enterprises. This development has to a large extent been underpinned by a
long-term perspective of many Nordic companies, who focus on value creation exceeding five years.

In line with this general approach to corpaorate responsibility, climate change has not been conceived merely as a risk,
but increasingly as a business opportunity. Many Nordic companies hence run profitable businesses by developing
products and services that can help mitigate climate change. Yet others have strengthened their brand value by making
efforts to reduce their environmental impact — an important message in their external communication

SOCIAL ENABLERS

The sustainable development of the Nordic private sector also owes to a long history of different factors such as trusted
public and private institutions as well as a vibrant civil society. The freedom to organize and express opinions — and the
existence of a free and very inquisitive media — has created space for a free and open discussion about the environmental
impact of companies. Recently, this has primarily taken the shape of a passionate debate about the role of business

in tackling climate change.

As part of their formal education and general upbringing, most citizens of the Nordic countries have been continually
exposed to the realities of our eco-system and generally enjoy a high degree of environmental consciousness and
concern. This affects Nordic companies in at least two ways. As managers and employees, people can directly influence
the environmental stewardship of the companies they represent . As consumers, people can use their purchasing power
to demand climate friendly products and services.



Summary of Nordic
Best Practice

Despite great variety among different companies,
five general strategies stand out as the core of
Nordic best practice on business and climate change.

LIFE CYCLE ASSESSMENT

In most industries, significant carbon emissions result from virtually all
parts of the value chain. It does, however, vary from case to case whether
it is the production of raw materials, supply chain activities, transportation,
production, product use or waste handling that has the greatest climate
change impact. To optimize emission reduction strategies, many Nordic
companies start off by estimating the relative impact of each part of the
value chain. In some instances, this takes the shape of a thorough Life
Cycle Assessment for specific products and services.

READ MORE IN THE FOLLOWING CASE STORIES:
Danisco, ICA, Manpower, E.ON Nordic, Coloplast,

ITT Water & Wastewater, Atlas Copco, Ericsson, Hydro,
Novozymes, StatoilHydro, Yara

REDUCE VALUE CHAIN IMPACTS

Scrutinizing their value chains and estimating indirect carbon emissions,
some Nordic companies have found extremely cost-effective ways to
reduce their carbon footprint. Some have been able to significantly reduce
emissions related to the transportation of goods by improving logistics or
by making a shift to electric or bio-fuel vehicles. Others have reduced air
travelling of employees considerably by installing modern communication
equipment. Last but not least, pioneering strategies by Nordic companies
indicate that introducing climate change as an important issue in relation
to supply-chain management and the choice of raw materials can become
an important carbon reduction strategy of the future.

READ MORE IN THE FOLLOWING CASE STORIES:
Det Norske Veritas, ICA, E.ON Nordic, A.P. Moller — Maersk Group,
Coloplast, DONG Energy, SAS, Storebrand, Atlas Copco

3.

PROMOTE RENEWABLE ENERGY

An increasingly popular strategy for companies to reduce their climate
footprint revolves around the exploitation of renewable energy sources.
Nordic energy producers have taken steps towards the transition from
fossil fuels to a variety of renewable sources, but also companies that
consume energy are increasingly integrating renewables into their climate
change strategies. Some install windmills or solar panels on their own
property to supply electricity or heating for their operations. Others pay

a premium price for so-called Green Electricity or voluntarily offset parts
of their carbon emissions by buying CO, quotas generated through the
production of renewable energy abroad.

READ MORE IN THE FOLLOWING CASE STORIES:
Danisco, E.ON Nordic, DONG Energy, SAS, Hydro, Landsbankinn,
Novozymes

INCREASE ENERGY EFFICIENCY

Over the last decades, Nordic companies have developed into some of
the most energy efficient in the world. In spite of this, recent initiatives
by Nordic companies illustrate that there is still great potential to reduce
the use of electricity and consumption of fuel in very profitable ways.

In fact, many targeted investments in new technology still have a return
on investment of less than three years. This goes for investments into
reducing the use of energy in buildings and production, as well as the
operation of stores and offices.

READ MORE IN THE FOLLOWING CASE STORIES:
Det Norske Veritas, ICA, Manpower, A.P. Moller — Maersk Group,
Coloplast, Atlas Copco, Electrolux

RESPONSIBLE LOBBYING

Companies around the world enjoy - individually or collectively —
significant influence over governments and other decision-makers.
Companies can influence regulatory measures as well as voluntary
industry standards in ways that will create incentives for reducing the
carbon burden of products, services, and processes. This publication
includes examples of how this has been done within specific indu-
stries and at a national or regional level. Every company that joins
Caring for Climate is in a way engaged in a similar endeavours at a
global scale by supporting a call on governments to make markets
work for the climate.

READ MORE IN THE FOLLOWING CASE STORIES:
Grundfos, Skanska, SAS, Storebrand, Electrolux, Ericsson,
StadoilHydro




Introduction to Case Studies

The 22 case studies presented in the
following pages portray climate initiatives
taken by Caring for Climate signatories of
the Global Compact Nordic Network.

The Global Compact Nordic Network is

a learning forum for companies from
Denmark, Finland, Iceland, Norway, and
Sweden who since 2001 have come
together to advance sustainable business
practices. In recent years, climate change
has been a recurring topic for discussion,
and the case studies in this publication thus
partly reflect the mutual learning taking
place within the Global Compact Nordic
Network.

For Inspiration and Learning

Each case study illustrates how the Caring
for Climate commitment has been trans-
lated into voluntary targets for reducing
the company's carbon footprint. They all
demonstrate a strong linkage between
carbon reduction strategies and enhanced
competitiveness. This can hopefully
encourage more UN Global Compact
participants from around the world to
demonstrate similar leadership on the
issue of climate change.

Most importantly, the case studies high-
light a number of very practical examples
of how companies from a wide range of

Global Compact Nordic Network

different industries are taking action to
mitigate climate change. This is intended
to provide useful inspiration and concrete
input to companies who are about to
develop their own strategy on climate
change.

How to get started?

Based on the experiences of those pre-
sented in this publication, companies are
recommended to take a 7-step approach
to the development of climate change
strategies:

Step 1. Ensure CEO support. Sign up to
Caring for Climate.

Step 2: Appoint a person or a department
to drive and coordinate climate
actions.

Step 3: Analyze your company's carbon
footprint, including all known
direct and indirect emissions.

Step 4: Set voluntary targets for reducing
the carbon burden of products,
services, and processes.

Step 5: Develop an action plan, prioritizing
cost-effective measures with
a strong business case.

Step 6: Take action! Create incentives
for all employees to join in.

Step 7. Evaluate and report publicly on
progress.

There are currently approximately 110 members of the Global
Compact Nordic Network. Membership of the Network is open
for businesses and business associations from Denmark, Finland,
Iceland, Norway and Sweden that are signatories to the Global
Compact. To learn more about the Nordic Network, please visit

www.gcnordic.net

Similar Global Compact Local Networks exist in approximately
60 countries around the world. To find a Local Network in your
country or region, please visit www.unglobalcompact.org.

initiatives ’Fakg'n"
5|gnator|es of the___Glc}bal Compact




A.P. Moller — Maersk Group
Headquarters: Copenhagen, Denmark Industry: Transport, energy, and industry

Caring for Climate Voluntary Targets

A.P. Moller — Maersk Group is involved in two energy intensive industries: transport and
energy. In terms of transport, Maersk Line has established relative CO, target reductions
for the container vessels of 10 pct. by 2012 as compared to 2007 data for transporting a
tonne of goods one kilometer. In terms of oil and gas production, Maersk Oil has developed
an action plan on behalf of Danish Operators in the North Sea and the Danish government
to reduce the consumption of energy and CO, emissions. This will lead to a net reduction
by 2011 of 3 pct. compared to 2006 levels.

Strategic Highlights

Efficiency on Board

Optimised voyage planning is an essential tool to reduce emissions. The Voyage Efficiency
System (VES), an A.P. Moller — Maersk developed voyage planning programme, is used on
all large ships (and chartered ships) to identify the most fuel efficient route, and a ‘just in
time' steady running strategy is applied to keep the engine load at a minimum.
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MAERSK

Products / Services: Shipping, oil, gas, and manufacturing

The Quest project — installing software in containers to reduce energy consumption for cool-
ing in containers — has shown remarkable results for reducing CO, emissions. At the end of
2008, 69 pct. of Maersk Line 's and Safmarine’s reefer fleet was equipped with Quest soft-
ware, generating CO, savings equivalent to 260,000 tonnes per year.

Fuel Saving through Slow Engines

With a new and thoroughly engineered containership design, Maersk Line and Maersk Mari-
time Technology are saving fuel and money, at the same time significantly reducing environ-
mental impact. A new series of sixteen container vessels will be running with at least 22,6
pct. less fuel consumption than the ship originally proposed by the yard. In fact, the improve-
ments obtained so far show at least 22.6 pct. savings, corresponding to 180,000 tonnes of
fuel saved per year.

These savings have been obtained by introducing a slow running main engine with better
fuel efficiency (3 pct. reduction of fuel consumption). This enables the use of a slow running
propeller with an improved efficiency (additional 5 pct. fuel reduction).

Carbon Capture and Storage

Carbon Capture and Storage (CCS) removes CO, when fossil fuels are burned, and stores it
underground, for instance in depleted oil and gas fields. Maersk Qil is currently investigating

future CCS projects together with Maersk Tankers and Maersk FPSQOs. One of these projects
involves the entry of Maersk Tankers into the CO, transportation market.

Naturally, climate change is a concern for everybody

— especially for A.P. Moller — Maersk — as our main
business areas are within transportation and energy
production. Our environmental strategic ambition is to
go beyond compliance and pursue eco-efficiency in our
daily operations, across all business units, and in the
business opportunities we seek. In fact, improving our
environmental performance remains one of our Group
priorities in 2009. "

Nils S. Andersen, Group CEO
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Headquarters: Stockholm, Sweden Industry: Construction and manufacturing

cEsspFFrE T TR EEE RS

Caring for Climate Voluntary Targets

In January 2008, Atlas Copco's environmental targets were revised. Management decided
that all production sites shall be ISO 14001 certified and that all employees shall work
in an Environmental Management System (EMS) certified environment. In addition, all
divisions shall have measurable targets for increasing energy efficiency within main product
categories.

Strategic Highlights

Energy Efficiency Integrated into Product Development

Atlas Copco has introduced a practice to ensure that all product development projects
include energy efficiency aspects as well as other environmental aspects. All Atlas Copco's
divisions have defined targets to reduce the energy consumption on their main product cat-
egories. To identify the targets and emphasise the efforts, the operating units perform Life
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Atlas Copco

Products / Services: Industrial productivity solutions Web: www.atlascopco.com

Cycle Assessments to determine where the main environmental impact occurs during the
product life cycle. The Group follows up on the targets and reports on new and more energy
efficient products. In 2008, Atlas Copco launched its most energy-efficient oil-injected
compressor, which resulted in approximately 13 pct. lower use of electricity.

CO, Reduction through Environmental Management Systems

Atlas Copco seeks to reduce its CO, emissions through the implementation of an Environmental
Management System (EMS), which is present in every aspect of the business processes, from
design and purchasing over machining and assembly to marketing, distribution, and service.
For example, environmentally friendly heating and cooling systems are installed at production
sites to follow the prescriptions of the EMS. The EMS ensures proper allocation of resources,
assignment of responsibilities and ongoing evaluation of practices, procedures, and processes.
The implementation process and its achievements are summarized in a yearly report.

Reporting on Emissions and Targets

Atlas Copco reports on its CO, emissions from direct and indirect energy used in production
and from transportation to and from production sites. So far, the CO, emissions from the
production sites in relation to cost of sales have been reduced by approximately 20 pct. from
2004 to 2008 and from transport by approximately 10 pct. The Group also reports on tar-
gets for energy efficiency of main product categories and on specific initiatives to reduce
CO, emissions. These include environmental friendly heating and cooling of the production

site, energy-efficient lighting, and through reduced use of air freight to transport products
to customers.

Developing Atlas Copco in a sustainable way is not
only our responsibility as a corporate citizen in the
communities where we work, but also one of our
best business opportunities. We are well positioned
to meet customer demands for more energy efficient
compressors, tools and mining equipment. Product
development is the key to reducing Atlas Copco's
main environmental impact which is the energy
consumption during the use of our products. "

Gunnar Brock, President and CEO
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Headquarters: Humlebak, Denmark Industry: Medicotech

Caring for Climate Voluntary Targets

Coloplast's goal is to continuously reduce their emissions of climate gases relative to
growth, through financially sustainable initiatives. For now, Coloplast has only set specific
reduction targets within selected areas, including a reduction target related to business
travel activity of 40 pct. In the oncoming year, when Coloplast has the necessary experience
and methods of measuring CO, emission, Coloplast will set a target, stating the reduction of
CO, emissions relative to growth.

Strategic Highlights

Reduction of Emissions from Business Travel

Company travel is responsible for approximately 5 pct. of Coloplast's CO, emissions, not in-
cluding the climate impact related to vapour exhausts from high altitude commercial jets.
Coloplast has limited the business travel activity to meet the target of 40 pct., by installing
and promoting web-meeting facilities in all major sites and by restricting all travel to an
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Coloplast

Products / Services: Medical products and intimate healthcare Web: www.coloplast.com

¢

absolute minimum. This will result in an estimated overall CO, emission reduction of approx.
2 pct. in 2009. In order to reduce car fuel consumption, which is currently responsible for
approximately 8-10 pct. of emissions, Coloplast is developing a company car policy in 2009.
The potential for emission reduction by choosing different efficient vehicles (diesels, hybrids,
and EV) is estimated to be at least 50 pct.

Systemised Energy Efficiency

Coloplast is initiating a systemised energy efficiency investigation at all existing sites, both
facility and production. Energy consumption at Coloplast's facilities (electricity, district
heating and gas) covers 40 pct. of the company’s global emissions. For some of the major
production sites the emission savings potential is 50 pct. All future sites will be designed to
meet the highest emission standards. As a part of the strategy of designing energy efficient
facilities, the new Coloplast headquarters in Minneapolis is LEED certified (Leadership in
Energy and Environmental Design), reducing energy and water consumption to an absolute
minimum.

Upgraded Waste Management in the Supply Chain

Coloplast is investing in reducing waste throughout the supply chain. 30-40 pct. of the com-
pany's global emissions are caused by production of raw materials (polymers, aluminium
foils, and cardboard), and incineration of used products. Due to high risks of microbial infec-

tions, recycling is not an option for the company's products and primary packaging. The
emission reduction potential is currently under investigation.

Coloplast has always had a strong focus on Corpo-
rate Responsibility, and developing an active climate
strategy is a natural step for us. When we started
analysing the carbon footprint of our business, we
soon realised that cutting down energy consumption
and emissions often comes with a healthy business
case improving not only the environment but also our
bottom line result. "

Lars Rasmussen, CEO
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Danisco

Headquarters: Copenhagen, Denmark Industry: Food ingredients

Caring for Climate Voluntary Targets

Using 2007 as the baseline year, Danisco intends to reduce energy consumption by 10 pct.
per kilogram product over the next three years and to reduce water consumption by 5 pct.
per kilogram product over the next three years.

Strategic Highlights

Increasing Use of Renewable Energy

Genencaor, the division with the third largest energy consumption in Danisco, has reduced
its direct and indirect CO, emissions by 7.2 pct. from 2006 to 2008. This has been achieved
by switching to renewable energy, increasing production efficiency, and installing variable
frequency drives on motors etc. The use of renewable energy at Genencor increased by a
total of 6 pct. — one site switched to 100 pct. renewable energy sources, including wind and
solar energy.
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DANISCO

External Energy Efficiency Audit

By 1st July 2010, the aim is to reduce energy consumption at the Grindsted site by an an-
nual 8-9 pct. and CO, emissions by 6,000 tonnes. To reach these savings, an agreement has
been made with an energy efficiency auditor, who will carry out both technical improve-
ments and the monitoring and targeting of activities. Danisco will continue the collaboration
with the energy efficiency auditor in the future to identify the saving potential at the most
energy-consuming sites. This will result in a further reduction of Danisco's environmental
impact.

New Steam Energy Solution for Danisco Production

Danisco and Fortum, a leading Nordic energy company, have agreed to build a thermal
power plant in Hanko, Finland, using renewable fuel from woodchips. Fortum will build the
plant, and Danisco has committed to buying the steam energy. The power plant will be
located on Danisco’s premises.

The plant will provide district heating for the about 1,500 people in Hanko and industrial
steam for the Danisco production facility in the town. The plant's output capacity will be 18
megawatts (MW), and will be commissioned by the end of 2009. As district heating is

introduced to the plant premises, it is the aim that the excess heat energy from Danisco's
processes can be utilized in district heating. This will further improve energy efficiency.

At Danisco we are taking a dual approach to
combating climate change: reducing our own energy
usage and developing products that help others
reduce their environmental impact. As a supplier of
bio-based solutions, we help our customers reduce
their activities' carbon footprint by minimizing water
and energy consumption, emissions, and waste
across a wide spectrum of industries. "

Tom Knutzen, CEO
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Det Norske Veritas

Headquarters: Oslo, Norway Industry: Maritime, energy and process industries

Caring for Climate Voluntary Targets

DNV has established individual Caring for Climate targets in different locations . For exam-
ple, the energy consumption at the DNV head office was reduced by 22 pct. in 2008 as a
result of technical upgrades. Business travel has been identified as a key focus area, and in
Norway the target is to reduce the environmental impact of work-related travel by 10 pct.
in 2009.

Strategic Highlights

Focus on Environment Friendly Transportation for Staff

A large part of DNV's emission is linked to travel activities of staff. To reduce work-related
travel, DNV is investing in more video-conferencing equipment. At head office, a fleet of elec-
tric cars is available for external meetings, and a shuttle bus service is available to make it
easier for employees to use public transport to work. In order to create awareness and to be
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MANAGING RISK

Products / Services: Risk management

able to monitor the impact of air travel, it is mandatory to register all work-related air flights
in a central DNV database. All employees in Norway have also been through an e-learning
programme focusing on the environment and DNV's environmental management system.

"WE Do" Programme for DNV Employees

In 2008 DNV launched a programme that supports the personal commitment of employees
to reduce their environmental impact in daily life. Through the ‘WE Do’ program, USD 6.25
million was made available for employees to introduce measures in their private lives that
would reduce emissions and improve their environmental footprint. Typical initiatives have
been to buy bicycles, more energy-efficient home appliances, electric or hybrid cars, solar-
heated water tanks, and improved isolation in houses. 50 pct. of DNV's employees globally
applied for funding for a personal project with an upper financing limit of USD 1,500 per
person per year, regardless of location.

The 'WE Do’ programme continues in 2009, with an even greater focus on impact. Employees
are now able to apply for up to USD 3,000 for designated large projects that have been
shown to have a higher impact. And while employees were able to purchase a bicycle through
the 'WE Do’ program last year, they are now being rewarded for using the bicycle.

Climate Change Related Services

DNV addresses climate change through a wide range of services that help businesses,
organisations, and governments improve performance and reduce their environmental foot-
prints. These services include studies and risk management related to Carbon Capture and

Storage (CCS) and wind energy projects, verification of emissions reductions in CDM and JI
projects as well as energy management in the shipping industry.

DNV's vision is Global Impact for a safe and
sustainable future. DNV can make an important
difference in combating and adapting to climate
change, first and foremost through the services
we deliver to our 80,000 customers, but also
through our own operations and our employees’
personal footprint. "

Henrik O. Madsen, President and CEO
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Headquarters: Fredericia, Denmark Industry: Energy production and distribution

Caring for Climate Voluntary Targets

DONG Energy has set the voluntary target of producing 85 pct. of the power without CO,
emissions. DONG Energy seeks to triple the renewable capacity from 1,000 MW to 3,000
MW before 2020, and at any time to run the most efficient thermal power plants.

Strategic Highlights

Wind for the Future

DONG Energy is world leading in building and operating offshore wind farms. Today DONG
Energy is involved in more than half of the global offshore wind capacity. The company
will continue to be in the front in this area and has many projects in its pipeline already.
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DONG

enerqy

Products / Services: Energy exploration and production Web: www.dongenergy.com

DONG Energy is still working hard on identifying other investments and R&D developments
needed to ensure the overall target of producing 85 pct. of the energy without any CO, emis-
sions within a generation.

Development of Renewable Power Plants

DONG Energy has the most efficient thermal power plants in Europe. The company has a
R&D programme, and will increase the use of co-firing biomass in coal-fired power plants as
well as the number of pure biomass fuelled power plants in Northern Europe.

Sustainable Geothermal Power

DONG Energy has built two geothermal plants, where hot water from inside the earth is
used to heat buildings. Geothermal power is a sustainable energy source featuring environ-
ment- and climate-friendly technology.

Biofuels and Electrical Cars

DONG Energy is involved in finding new solutions to significantly reduce the climate chal-
lenge impact of the transportation sector. Before the end of 2009, DONG Energy will have
established a plant producing second generation biofuels.

DONG Energy has engaged in a partnership with the electric vehicle company, Better Place,
to introduce environmentally friendly electric cars in Denmark. Before 2011, the two part-
ners will have established an infrastructure for charging and switching batteries for electri-

cal vehicles in Denmark. This will allow a major shift from cars driven by fossil fuels to
electrical cars in Denmark.

We have to find new ways to secure a stable energy
supply that will not have a negative impact on the
climate. Today 15 pct. of the energy in DONG Energy
is produced by renewable energy sources and 85
pct. by fossil fuels. We have set the target to switch
these numbers within one generation. It is very am-
bitious but it is necessary and it is possible! "

Anders Eldrup, CEO
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Headquarters: Stockholm, Sweden Industry: Consumer durables and appliances

Let’s all make a change for the better.

throughout the EU (10 years ol or more), we couid reduce CO, emissions
Betier il applances.

s e o Thiting 1
& Electrolux

‘Share more of our thinking at www.electrolux.com

Caring for Climate Voluntary Targets

With its target to reduce energy consumption with 15 pct. by 2012 compared to 2008 levels,
Electrolux has renewed its commitment to decrease energy consumption in all factories,
offices, and warehouses. In addition, each business sector will promote its own product
that is water and energy-efficient and feature climate-smart functions.

Strategic Highlights

The Electrolux three part climate strategy encompasses products, operations, and wider
awareness-raising on the role of energy-efficient appliances.

Promote a Green Range of Products

Given the nature of Electrolux’ business, energy and water efficiency in appliances is where
Electrolux can make the greatest contribution to the climate solution. With the biggest
environmental impacts occurring during the product use phase, the Group's approach is to
innovate and promote energy-lean products. Global green range for Electrolux Major Appli-
ances already accounts for 20 pct. of the volume and 28 pct. of net sales.

24

K] Electrolux

Products / Services: Household appliances Web: www.electrolux.com

Reduce Energy Consumption in Operations

At the end of 2008, Electrolux had reduced energy consumption in operations by 14.5 pct.
compared to 2005 levels just short of its 2009 target and a year ahead of schedule. This
resulted in a CO, reduction of 90,000 tonnes the equivalent of the yearly emissions from
some 40,000 cars.

Awareness-raising among Consumers and Policy-makers

Electrolux is well-positioned to raise awareness among consumers on how efficient appli-
ances can reduce total CO, emissions. In Europe, one in three appliances in operation is
currently over ten years old. They needlessly emit 20 million tonnes of CO, a year. Today's
refrigerators, on the other hand, consume about 70 pct. less energy than their standard
equivalents did 15 years ago. For this reason, Electrolux actively supports market incentives
such as tax reductions and credits that trigger change in consumer purchasing.

As part of its information campaign, Electrolux globally rolled-out an online service that
calculates the impact of replacing thirsty appliances on electricity and water savings. Poten-

tial savings are presented not only for individual consumers, but also for municipal and natio-
nal governments.

With our focus on innovation, global presence, and
broad consumer interface, Electrolux is in a strong
position to effect positive change. Electrolux will
innovate appliances that help consumers lead more
climate smart lives. Yet the technology already ex-
ists that allows us to make a carbon-lean jump into
the future. To put these energy efficient products

into people's homes, effective market incentives that
support green consumer choices is what is needed. "

Hans Straberg, CEQ and President
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E.ON Nordic

Headquarters: Malmo, Sweden Industry: Utilities

Caring for Climate Voluntary Targets

E.ON Nordic has decided on two climate targets. The first is a global CO, reductions of one
million tonnes per year to be reached in 2009. The second is a global CO, reductions of four
million tonnes per year to be reached in 2015.

Strategic Highlights

New Electricity Generation Leading to Energy Savings

E.ON Nordic will reduce the total emissions from Nordic and North European energy sys-
tems, by providing new electricity generation capacity. This is achieved by upgrades and
life time extensions at the OKG nuclear power plant north of Oskarshamn; by building one
of the world's largest offshore wind parks, Rédsand 2; and by building a high efficient CCGT
combined heat and power plant in Malmaé. This plantwill provide yearly savings of one mil-
lion tonnes of CO, emissions and also provide opportunities to extend the Malmd/Burlov
district heating network and thus providing additional savings when house owners can dis-
pense of their old oil boilers.
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e-on
Products / Services: Production and supply of energy

Expanding Production Capacity of Nuclear Plant

During 2009 a project of upgrading safety as well as expanding production capacity at the
03 nuclear reactor will be completed. As the generation capacity increases from 1,200 MW
to 1,450 MW an additional 1.6 million tonnes of CO, emissions will be saved as the planned
production of an extra two billion kilowatt hours per year will decrease the need for other
types of generation.

Increasing Efficiency of Hydro Power Stations

The efficiency of the E.ON Nordic hydro power stations is improved continuously, providing
climate relief in two ways: Firstly, the hydro power provides CO, free generation which de-
creases the need for fossil fired electricity generation. Secondly, as the wind power genera-
tion capacity is rapidly being expanded, the hydro power stations’ ability to almost instantly
change their output is increasingly needed to compensate for the fluctuation on wind power
output. As a result hydro power now provides possibilities for the expansion of wind power.
Fuelling Climate Friendly Transport

E.ON is expanding its biogas production capacity and is also building additional vehicle gas

filling stations to provide its customers with this environmental friendly fuel. Steps are also
being taken to introduce infrastructure for the emerging market of electrical vehicles.

Climate change is one of the biggest challenges facing
our society. It cannot be solved by one organisation

or by one technology; we all have a responsibility and
a part to play. At E.ON Nordic we are fully committed
to be part of the solution and our current investment
program of 8 billion US Dollars from 2006 until 2013
will make a substantial contribution towards a more
sustainable future. "

Hakan Buskhe, CEO
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Ericsson

Headquarters: Stockholm, Sweden Industry: Telecommunications

Caring for Climate Voluntary Targets

Ericsson has committed to reduce its life-cycle carbon footprint by 40 pct. over the next
five years. To meet this target, the company will continue to primarily focus on introducing
solutions and services to optimize network energy efficiency in order to help its customers
achieve energy and CO, savings.

Strategic Highlights

Focusing Efforts with LCA

Ericsson’s life-cycle assessment (LCA) emphasizes environmental impacts of products from
raw material extraction, manufacture, transport, disassembly, and end-of-life treatment.
Ericsson's LCA approach covers supplier and operator activities and offers a full picture of
the value chain. This includes CO, emissions during product use, which is the phase where
Ericsson produces about, 70 pct. of the company's total environmental impact.
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Products / Services: Telecom solutions

The Ericsson portfolio offers energy optimization services and solutions to help customers
and society reduce costs and CO, emissions. Tools such as life-cycle management and
energy optimization consultancy services help customers to lower OPEX, secure energy
provisioning to site, and minimize the environmental impact.

Reducing CO, by Intelligent Use of New Technology

Recent studies show that intelligent use of telecommunication can save 10-20 times more
CO, than it generates. Ericsson’s ambition is to contribute to cut 98 pct. of manmade CO,
currently produced by society and other industry sectors, through facilitating the shift from
a material to a virtual world. The sector could offset societal CO, emissions by as much as
15 pct. by 2020. Ericsson’s contribution is to provide the foundation for low-carbon services
and smart solutions, through mass deployment of mobile and fixed broadband networks.
Developing ‘Climate Positive’ Concept

Ericsson and WWF Sweden are partnering to investigate telecom solutions for a low carbon
economy. Together, they will work on a methodology to calculate savings from the avoid-
ance of emissions, introducing the concept of ‘climate positive.’ This will include calculating
CO, efficiencies gained through telecommunications solutions. Examples will include an

in-depth CO, analysis of large-scale smart grid schemes, mobile health, mobile banking,
intelligent transport systems, and smart working.

To meet the climate challenge, Ericsson has a vision
to use telecommunications to foster a more carbon-
lean society. Society faces a huge challenge to
drastically reduce CO, emissions by 2050, while the
world economy triples. Ericsson is taking an active
leadership role in shaping the market for innovative
solutions, not only by substituting carbon-intensive
travel, but also by cross-sector initiatives like smart
utility grids and other digital solutions. "

Carl-Henric Svanberg, President and CEO
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Headquarters: Bjerringbro, Denmark Industry: Pump production
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GITUNDEOS

Caring for Climate Voluntary Targets

The ambition is to make Grundfos a leading green company — in the way it acts and in its
innovation efforts and exploration of new business opportunities. The core of its ambition is
to provide a growing world with better living standards in a sustainable way, utilising new,
breakthrough technologies that contribute to minimising the impact on the environment.

Strategic Highlights

Energy Efficient Pumps

The largest amount of a pump's impact on the environment occurs during its operation.
In private households, for example, circulators are responsible for up to 15 pct. of the total
energy consumption. For this reason, Grundfos has prioritized the development of energy-
efficient pump solutions, and Grundfos is a frontrunner in the development of such pumps
for both domestic use and for the industry. The focus on energy consumption and CO, emis-
sions during the operation of the pump does not only apply to circulators and motors, but to
all Grundfos products.
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Products / Services: Pumps and pump solutions Web: www.grundfos.com

“Put sustainability first", “Be there for a growing world", and “Pioneer new technologies” are
the basic statements of Grundfos' policy of “"Innovation Intent". It is Grundfos' ambition
that every major concept they launch over the next 15 - 20 years should include these three
main challenges. By developing innovative and sustainable products — and at the same time
making efforts reduce the environmental footprint in its operations - Grundfos intends to be
part of the solution to reduce climate change.

Promoting New Regulation in the EU

Grundfos led a successful initiative resulting in the energy labelling of circulators for heat-
ing installations in Europe. To begin with, Grundfos took a leading role, when the Association
of European Pump Manufacturers (Europump) developed and implemented a voluntary
labelling scheme for circulator pumps. This voluntary scheme is now the basis for regula-
tion expected to be introduced by the European Union (EU). The EU Commission’s Ecodesign
Regulatory Committee has hence proposed that from 2013 only A-label pumps may be
marketed in the EU. From 2015, the regulation will be further strengthened, effectively
allowing only the top 30 pct. of current A-labelled circulators to be marketed. Once imple-
mented, the energy consumption is forecasted to be reduced by 23 TWh per year.

In the same way, Grundfos played a significant role as a stakeholder in the drafting of a
new EU regulation to reduce electricity consumption of industrial motors. These motors

accounts for approx. 30-40 pct. of the world's total electricity consumption. The new reg-
ulation will result in a reduction in electricity consumption of 5 pct. in 2020.

We focus strongly on ensuring that Grundfos will
remain a leader as regards clean-tech pump solutions
as well as being a world leader in innovative system
solutions supplying the growing world population with
high-quality water at competitive prices. In this way
we not only take part in reducing climate change — we
also make sustainable and responsible business, which
always has been a major value in our company. "

Carsten Bjerg, President and CEO

31



Hydro

Headquarters: Oslo, Norway Industry: Aluminium

Caring for Climate Voluntary Targets

From 1990 to 2007, Hydro reduced its specific emissions from the electrolysis process by
57 pct. Hydro aims to reduce these at least another 15 pct. by 2012 from the 2007 level.
Hydro will continue to search for new technologies and more renewable sources of energy
so the company can reduce these even further.

Strategic Highlights

Using Renewable Energy

Today Hydro is the second-largest hydropower producer in Norway and these energy plants
supply Hydro's aluminium production plants with energy. Two-thirds of Hydro's power con-
sumption used in the production of aluminium comes from renewable energy. Furthermore,
Hydro is working to maximize efficiency from existing renewable energy sources.
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Products / Services: Aluminium products and energy Web: www.hydro.com

Close Collaboration with Customers in Order to Save Energy

Hydro works closely with its customers to develop products that use less energy and reduce
emissions. A car with more aluminium is lighter, meaning fuel savings and lower emissions.
An aluminium facade enables lower operating costs and the possibility of energy-neutral
buildings. Lighter aluminium products and packaging reduce transportation costs and emis-
sions. These are just a few of the areas in which Hydro is working with its customers to use
aluminium to save energy and reduce emissions.

Technology Improvements Reduce Greenhouse Emissions

Continuous improvements in technology in the production of aluminium reduces both direct
greenhouse gas emissions from the production process and indirect emissions from the
production of electricity needed to make aluminium. Hydro's new aluminium smelter under
construction in Qatar will be one of the most efficient plants in the world. Furthermore,
Hydro's next-generation smelter technology, HAL4e, breaks new ground in reducing emis-
sions per kilogram of aluminium produced.

Make the Future Recycled

As one of the world's largest remelters of aluminium, Hydro is proud to push this expertise
further by developing the company's state-of-the-art recycling facilities and increasing the
post-use recycling in coming years. Recycling aluminium requires only roughly 5 pct. of the
initial energy used to produce primary aluminium, thus Hydro is continuously investing in
new facilities that will increase the recycling capacity of the company. Furthermore, Hydro
facilitates product design and alloy development to enable easier recycling after use. All
automotive products from Hydro are systematically labeled in order to simplify the future
recycling of materials.

We take our mission seriously — ‘to create a more
viable society. This means making climate change an
inherent part of how we run our business. Our climate
strategy is exactly that — a set of priorities to guide our
business in addressing this challenge. "

Svein Richard Brandtzaeg, President and CEO
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Headquarters: Solna, Sweden Industry: Retail

anvander vi naturligt kéldmedium samt
forser vara kyl och frysdiskar med dérrar/lock.

ICA Supermarket Floda 9-22

Caring for Climate Voluntary Targets

In April 2007, ICA's Group Management adopted a new climate strategy with the goal of
reducing direct and known greenhouse gas emissions by 30 pct. by 2020 compared with
2006 emissions levels. As a result of ICA's climate strategy the increase of ICA's known
greenhouse gas emissions levelled out during 2008.

Strategic Highlights

Energy Efficient Stores

ICA's most substantial climate impact results from ICA's stores. Therefore several initiatives
have been taken to reduce energy consumption in the outlets, for instance by installation of
lids on freezers, doors on refrigerated cases, and air curtains on refrigerators and freezers.
An independent test at ICA Supermarket Floda, Sweden, showed that adding lids and doors
reduced energy consumption by 26 pct. The temperature in refrigerated display cases was
more consistent and safe, and the staff found the work environment more comfortable.
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Products / Services: Food stores

A survey showed that these initiatives had no negative impact on sales. To follow up on the
initiatives, ICA is running a pilot project measuring equipment in stores. In addition, renew-
able energy stands for about 30 pct. of the Swedish stores' energy consumption.

Climate Adjustments in the Value Chain

The climate impact of producing foodproducts is large, however there is little actual know-
ledge in this area. In 2007, ICA analyzed 100 private label food products to better under-
stand their climate impact and how it can be reduced. The results have significantly improved
the understanding of climate change, and will be used together with suppliers to reduce the
climate impact in the value chain of food. The outcome of this dialogue has been that a large
majority of Swedish tomato greenhouses are now heated with renewable energy sources.
Fossil Free Transport

In the area of transport, ICA has committed to fossil free distribution in Stockholm. This
involves new vehicles and renewable fuel. ICA also requires its truckers to receive eco-
driver training. By using the latest engine technology in the vehicles and alternative fuels,

the climate impact from transport is expected to decrease even more. ICA is also striving
to move transports from road to train.

I'm convinced that our efforts to reduce long term
climate impact can also reduce long term costs and
support profitability. Our short term, “low hanging
fruits” actions already show that we can level out the
increase of emissions even if a wider range of fresh
products demand cooling. This is in line with our basic
values to adopt sound environment practises and be
driven by profitability and high ethical standards. "

Kenneth Bengtsson, President and CEO
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ITT Water & Wastewater
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Caring for Climate Voluntary Targets

ITT has committed to a 5 pct. annual reduction in energy consumption from 2009-2012. In
the same period, ITT will reduce air freight transportation by 20 pct, reduce emissions from
transportation on main routes by 5 pct. annually, and improve the average energy efficiency
of all sold pumps by 0.5 pct. annually.

Strategic Highlights

Life Cycle Assessment

ITT uses Design for Environment (DFE) and Life Cycle Assessment (LCA) for all new pumps.
Our LCA has brought to light the fact that about 90 pct. of the environmental impact of their
products occurs in the user phase. This information has been key to increase the energy ef-
ficiency of their products. It is a grounding policy that a new product should deliver better
environmental performance than the one it is replacing.
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Products / Services: Wastewater and drainage pumps Web: www.itt.com

Reducing Electricity Consumption

From 2000 to 2008, ITT reduced yearly electricity usage by 37 pct. per delivered tonnes of
production. These reductions have mainly been achieved through daily energy management,
including an enforced policy of "shut off when not in use” and the production of a monthly
energy report based on 75 units of equipment monitoring electrical consumption.

Secure Utilization of Waste Heat

Injustone plant, the purchase of district heating has decreased from 11 GWh in 1999 to 4.8
GWh in 2008. Reductions are the result of central control system that seeks to secure utili-
zation of waste heat from as many sources as possible. For example, waste heat from the
compressor central is used for hot water showers in the entire factory. The system also
enforces a demand-based control of data from air quality sensors that are located in all
buildings and rooms. Heat and ventilation is hence managed on a daily basis, depending on
the need and activity.

Thermal Energy Storage

ITT has projected a bore hole thermal energy storage, which is designed to make waste
heat recovery more efficient. The system consists of 140 boreholes at a depth of 150 m,
acting as a heat exchanger. The waste heat will be stored over summer to about +60° C and
recovered in the winter at around +40° C. This will replace about 2,800 MWh of purchased

district heat annually. Green electricity will be used to run the system without any emis-
sions of CO, or other environmentally harmful substances.

As the leaders in our industry, we are using our
strengths to meet environmental challenges. When

we develop solutions for the water cycle, our core
business, which will be beneficial for the environment
through reduced carbon emissions, our customers also
benefit through savings in energy costs during the
lifetime of our products. "

John P, Williamson, CEO
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Landsbankinn

Headquarters: Reykjavik, Iceland

Industry: Financial services

Caring for Climate Voluntary Targets

Itis Landsbankinn's ambition to increase its participation in projects in the field of renewable
energy and funding of other efforts to combat climate change. In addition, the bank strives
to increase electronic transactions in order to minimize the use of paper. Finally, the bank's
purchasing policy is becoming increasingly focused on environmental concerns.

Strategic Highlights

Doing Business on Renewable Energy

Landsbankinn has over the past years been active in financing renewable energy projects in
Iceland, both in the field of geothermal and hydroelectric power production. Almost all
domestic undertakings in this industry in recent years have been at least partially financed
by the bank.

L Landsbankinn
Products / Services: Retail and corporate banking Web: www.landsbanki.is

Increased emphasis on environmentally friendly energy in the international arena is also
considered positive development by Landsbankinn. The bank strives to contribute to these
developments by continuing to support Icelandic companies in promoting their experience
and knowledge of harnessing geothermal and hydro energy both domestically and abroad.
Waste Management and Conscious Procurement

Environmental aspects continue to gain in importance in the bank's operations, with par-
ticular emphasis on increased classification of waste and more responsible waste disposal.
The bank’s purchasing strategy is also under constant review with the aim of maximizing
procurement of environmentally friendly and eco-labelled products. For example, the bank
now only purchases paper manufactured solely from eco-farmed trees. With the exception
of car fuel, all of the bank’s energy use is based on renewable energy sources.

Reduction of Travel Activity

Recently, the overseas operations of Landsbankinn have been significantly curtailed and this
has lead to greatly reduced international travel. However, already during the period of great-
er overseas activities, the bank had made significant headway in the use of teleconferencing

equipment to reduce travel. Current operations continue to emphasise this point, both with
respect to domestic and international travel.

Iceland has suffered great setbacks due to the finan-
cial crisis. Increased use of clean energy sources, by
Landsbankinn as well as other Icelandic companies,
will be a major factor in rebuilding our economy. The
country’s unique position and capacity to contribute
with industry-specific knowledge initially encouraged
the bank to participate in the Caring for Climate
initiative. Our emphasis has not changed and the
bank will continue to endeavour to support projects
in the field of renewable energy and to combat
climate change. "

Asmundur Stefansson, CEO
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Headquarters: Oslo, Norway Industry: Service

cting People to Possibilities

Caring for Climate Voluntary Targets

Manpower's ambition is to reduce the total use of paper by 25 pct. by the end of 2009 com-
pared to the consumption in 2008. Manpower will recycle a minimum of 50 pct. of all paper
and plastic waste by established policies, efficient equipment, and routines for handling
waste.

Strategic Highlights

Reuse of Equipment in Developing Countries

Manpower is a certified partner to a NGO that takes care of 90 pct. of the discarded ICT
equipment. The equipment is shipped to developing countries where it is used by children in
local schools. To avoid dumping of used electronic equipment, the NGO has a return system.
In 2008 Manpower sent ICT equipment equivalent to the need of 3,000 school children.
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Products / Services: Staffing

Building Green IT

After moving the head office in Norway to a new location, Manpower has reduced the en-
ergy demands of the data centre through server consolidation and dynamic management
across a pool of servers. This virtualization allows Manpower to run multiple virtual machi-
nes on a single physical machine, sharing the resources of that single computer across
multiple environments. The energy savings are more than 50 pct. compared to the use of
separate servers.

Reducing Use of Paper and Plastic

Recycling of paper has been introduced for 80 pct. of the offices, and plastic recycling has
also been introduced for major offices. A “reduce paper” policy was launched in February
2009. This gave immediate results, by extending the use of electronic media and introducing
double sided printing and the elimination of the use of cover pages.

Electric Cars for Employees

Manpower introduced the use of electric cars two years ago, thereby contributing to the
reduction in air pollution in the greater Oslo area. Electric cars are available for external

meetings. Each el-car drives 5,000 km per year, thereby contributing to reducing the air pol-
lution in the greater Oslo area.

Paying attention to our environmental profile is an
essential part of our role as a corporate citizen, and

we want to serve as an inspiration to the community
and our industry. With Manpower's “Green Building”
concept we want to show that you can be eco-friendly
while creating a space that supports productivity and
is fiscally responsible. Wherever and whatever we can
do, within the appropriate limits, we should act greener
in the buildings that we live in because it's the right
thing to do. "

Jeffrey A. Joerres, Chairman and CEO
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Novozymes

Headquarters: Bagsveerd, Denmark Industry: Biotechnology

Caring for Climate Voluntary Targets

The application of Novozymes' enzyme products helps customers in 40 industries across
the world to reduce CO, emissions. Novozymes' goal is to help its customers to save the
planet for 75 million tonnes of CO, per year by 2015. By 2008, Novozymes' customers
saved 28 million tonnes CO, through the application of the company's 700 products
and that number is increasing rapidly. The size of the reductions is quantified through
thoroughly peer reviewed Life Cycle Assessments conducted in close cooperation with
our customers.
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Rethink Tomorrow

Products / Services: Biotechnological solutions

Strategic Highlights

Making More With Less

Biotechnology effectively and immediately mitigates climate change by ‘making more with
less.' This is done by raising the efficiency of a wide range of processes with regards to con-
sumption of energy, water and resources more generally, which in effect reduces CO, emis-
sions. This is e.g. done when enzymes are added to detergents. This enables consumers to
reduce energy consumption by allowing them to wash their clothes at very low tempera-
tures using less water and minimizing the use of harsh chemicals. Novozymes is making a
continuous effort in product development to further the CO, emission reduction potential of
our products.

Reducing Reliance on Non-renewable Resources

Novozymes wants to reduce the reliance on non-renewable resources such as fossil fuels
and replace them with the use of renewable resources. Bio-fuels are a prime example of
this, as they substitute the use of fossil fuels such as gasoline and are produced from re-
newable raw materials such as corn stover and straw. In the near future, Novozymes ex-
pects to see the emergence of bio-refineries that consume a wide range of agricultural
products and residual products from forestry and agriculture. The bio-refineries will be ca-
pable of producing a wide range of commodities that today are produced from fossil fuels.

These commodities include bio-plastics, textiles, chemicals and ingredients for the food and
feed industry.

Climate change is happening and things are only
expected to get worse in the years to come. Luckily,
we have the technologies to help counter this threat
at our disposal already today — and accordingly, we
have a responsibility to act. Biotechnology is one

of the technologies that offers a tremendous oppor-
tunity to mitigate GHG emissions cost effectively
here and now. "

Steen Riisgaard, CEO
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Headquarters: Stockholm, Sweden Industry: Airline

Caring for Climate Voluntary Targets

SAS' principal strategic targets are 20 pct. lower emissions by 2020 with traffic growth
included, and 50 pct. lower emissions per unit produced by 2020.

Strategic Highlights

Supporting the Development of a Solid Regulatory Framework

Optimizing flight operations, new technologies, more efficient air traffic management, and
economic instruments are the pillars in achieving the goals. Through national and interna-
tional meetings and suggestions, SAS has actively supported that aviation should be in-
cluded in the emission trading system of the European Union (EU). As a result the EU adopt-
ed the revised general ETS directive and a special directive to incorporate air transport into
the EU/ETS from 2012. Furthermore, SAS supports a fair and international framework that
covers all air traffic in a way that, as far as possible, will minimize distortion of competition.
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SAS Group

Products / Services: Passenger transportation and cargo Web: www.sasgroup.net

Pioneering "Green Approaches"

SAS is the European Commission's partner in trials of "Green Approaches” in interconti-
nental traffic. A "Green Approach" implies that the pilot does not begin the flight until the
entire flight path and landing clearance has been given by control towers. Using the shortest
possible flight route and securing landing clearance before take-off prevents any hovering
above the airport before landing. In addition, in a "Green Approach” the descent is made in
sufficient time from the cruising altitude to the runway with the engines idle. "Green Ap-
proaches" reduce fuel consumption and the noise near airports. Furthermore, it is more
comfortable for the passengers.

Alternative Fuels

There has recently been progress in the development of alternative fuels. Since 2000, SAS
has been involved in, the research and development of alternative fuel for aviation in order
to contribute to making commercial production a high priority. New engine technology can
deliver reductions in noise, fuel burn, and emissions. Simply put, SAS will be able to produce
more by using fewer resources.

Fuel Saving Programme.

In 2006, SAS began a fuel saving programme with the goal to cut consumption 6-7 pct. by
2011. The program follows the set plans, and the end of 2008 saw savings of 2-3 pct. com-
pared with the base year. The fuel saving programme includes a number of measures in

areas such as new technology, aircraft handling, and route planning. In this area, SAS is
sharing information and experiences with other important players.

At SAS, sustainability work is an obvious and integral
part of our strategy for future growth. Our fundamen-
tal view and our aims regarding sustainability issues
are not affected by transitory events in the outside
world. They are given the same high priority as before,
and the efforts will help to strengthen SAS both finan-
cially and in the market. Initiatives to save fuel, green
approaches, weight reduction etc, will have beneficial
effects on both costs and the environment. "

Mats Jansson, CEO
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Headquarters: Stockholm, Sweden Industry: Construction
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Caring for Climate Voluntary Targets

Skanska's ambition is to be the leading green builder and developer in Skanska's home
markets, with a commitment to proactive environmental management at all levels from
local to global. This commitment is described in the long term objectives of Skanska's
Environmental Policy: ‘Champion the efficient use of energy and reduce emissions of gas-
ses associated with Climate Change'.

Strategic Highlights

Emission Measurement and Reporting

In 2008 Skanska started to measure and report on its carbon footprint at a Skanska Group
level. Measurement of carbon emissions increases organizational knowledge, facilitating
organizational decision making related to carbon issues. Skanska uses the GHG-Protocol as
a structural framework for all work- related carbon reporting.

According to the GHG-Protocol's reporting boundaries, 80-90 pct. of Skanska's emissions
are estimated to be found in the supply chain (indirect emissions from materials and sub-
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Products / Services: Civil works and building Web: www.skanska.com

contractors etc.) counting for about 3-3.5 million tonnes of CO, emissions. That leaves
Skanska with a huge responsibility in terms of influencing their suppliers and subcontrac-
tors in providing environmental products and services.

Making Customers Choose Low Carbon Building Materials

Skanska's own operations in the construction phase accounts for approximately 20 pct. of
total emissions related to a new building. The remaining 80 pct. of the life cycle emissions
relates to the use and operations by clients. By introducing the concept of carbon foot-
printing in the design phase of Skanska's projects, clients are able to explore different ma-
terials' climate impact at an early stage, providing them with the ability to choose low car-
bon products. Skanska takes responsibility for guiding them in these matters, enabling
clients to find suitable materials, and helping them plan for long-term energy efficiency.

One example, which incorporates many of Skanska's green construction techniques for
minimizing energy and water consumption, is One Kingdom Street in Paddington Central,
London, UK. On this project, the supply chain was mapped in detail for each material used
with regards to carbon emission, scrutinizing also the methods of delivery, and the mode of
transportation. Additionally the carbon emissions coming from on-site activities were mea-
sured using the Skanska environmental management system. An outcome from this project
was to provide an embodied carbon benchmark for future builds.

Industry wide Improvements to GHG Reporting

Together with other construction companies Skanska has taken an initiative to develop a
sector specific reporting regime for construction companies. This will make the GHG repor-
ting more accurate, reliable and sector relevant. Exploring useful Key Performance Indica-

tors are also an important part of this collaboration, which eventually should further carbon
reduction throughout the sector.

As a global player in the construction industry, we're
in a unique position to help make the world a greener
place. That's why we're putting our hearts into it,

as well as vast resources and expertise. Skanska's
Green Initiative is beneficial for all of us — from our
employees, customers and shareholders to our local
communities and ecosystems. "

Johan Karlstrém, CEO
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StatoilHydro
Headquarters: Stavanger, Norway Industry: Energy company

Caring for Climate Voluntary Targets

StatoilHydro's ambition is to remain an industry leader in terms of having a low climate impact
in each of the activities in which the company is engaged. The total effect of StatoilHydro's
energy efficiency measures and CO, storage on the Norwegian Continental Shelf during
the period 1997-2007, corresponds to 32 million tonnes of CO,. This can be compared with
Norway's emissions of 45 million tonnes of CO, in 2007.

Strategic Highlights

Optimizing Energy Efficiency

The Norwegian Continental Shelf is already the world's most energy-efficient petroleum
region. Even so, StatoilHydro emphasises energy efficiency through upgrading older plat-
form systems and, for example, by transferring power from ashore to offshore platforms.
This makes StatiolHydro capable of additional energy savings.
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Promoting Carbon Capture and Storage

StatoilHydro is actively promoting Carbon Capture and Storage (CCS) as a key technology
to reduce global greenhouse gas emissions. StatoilHydro has helped to put CCS at the top
of the political agenda in the EU and elsewhere, influencing the EU's view of this technology
and making progress in gaining public acceptance for the technology as a climate change
mitigation measure.

In 2008, the Sleipner West field reached an important milestone, with a total storage of CO,
amounting to 10 million tonnes since storage began in 1996. The Sleipner project demon-
strates that CO, can be stored safely. The successful storage of CO, at Sleipner has been
followed up by another pioneer carbon storage project - in 2008 the Snghvit field started
injecting and storing CO, from LNG production at Melkgya into a geological formation. The
cooperation between StatoilHydro, the Norwegian government and other business partners
on the European CO, Test Centre Mongstad for carbon capture technology is moving for-
ward with the aim of taking an investment decision during the first half of 2009.

As an energy company we have a particular respon-
sibility with regards to the climate issue. We need to
utilise all sources of energy to fuel a growing and more
prosperous population, while at the same time limiting
GHG emissions from energy production. Itis not a
question of renewables or fossil fuels — we need both.
Global challenges require global solutions, and a con-
certed effort from industries and governments is
required if we are to succeed. I hope the upcoming
meeting in Copenhagen will provide a global regula-
tory framework with a higher CO, price. That will in-
centivise efficient CO, reductions and spur innovation
and technology development. "

Helge Lund, CEO
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Storebrand

Headquarters: Oslo, Norway Industry: Insurance and finance

Caring for Climate Voluntary Targets

Storebrand reduced its CO, emissions by 16 pct. from January 2008 to January 20089. This
year, Storebrand has set an additional and voluntary target of reducing its CO, emissions
by another 20 pct. by 2010, based on 2008 figures. In addition to actively reducing its CO,
emissions, the company is developing financial products and services that increase the
awareness of climate challenges and the need for lower emissions.

Strategic Highlights

Socially Responsible Investments

Ttis through its investments that Storebrand can best influence business and society in the
direction of a more sustainable development. Storebrand applies a comprehensive respon-
sible investment standard to all its own investments. In 2008, Storebrand strengthened its
commitment by expanding the current climate change analysis for funds and by introducing
a new climate change criterion into its current Group standard for responsible investment.
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Products / Services: Life insurance and banking Web: www.storebrand.com

Inthe analysis, a company's strategic understanding of, and contribution to, climate change
is evaluated. Storebrand will not invest in performers within particularly climate intensive
industries unless they live up to the required standards.

Climate-neutral through Certified Emissions Reductions

Storebrand is the first Nordic financial enterprise to become climate-neutal by buying UN
certified climate quotas (Certified Emissions Reductions — CER).

From an early point Storebrand has introduced a number of measures to reduce the compa-
ny's emissions of greenhouse. Energy follow-up systems have been installed for most of the
buildings, and financial environmental incentives are included in the company vehicle pro-
gram. During 2007-2008 Storebrand managed to reduce energy consumption at head office
by 16 pct.

It has, however, proved to be impossible to reduce the total CO, emissions to a zero level. To
compensate for this, Storebrand started buying CER to offset its total CO, emissions from air
travel, energy consumption, and company vehicles.

Reducing Emission through Eco-driving

In 2008, Storebrand launched Norway's first online eco-driving course in partnership with
the Norwegian Association of Authorised Driving Schools. More than 10,000 people have

completed the course, which teaches drivers how they can reduce their fuel consumption
and CO, emissions.

Climate changes are among the most severe
challenges the world is facing. Storebrand's approach
to this is to be a part of the solution through our in-
vestments, product development, and internal meas-
urements. I believe that industry winners in the future
will be those who develop products and services in

a way which unites global challenges with the com-
pany's own profitable growth."

Idar Kreutzer, CEO
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Yara International
—

Caring for Climate Voluntary Targets

Yara's ambition, set in 2004, was to reduce global greenhouse gas emissions by 25 pct. in
2009, compared to the 2004 level, and to be among the most energy efficient companies in
the industry. Yara reached its greenhouse gas emissions target in 2008, ahead of schedule,
after cutting emissions by 30 pct. compared to the 2004 level.

Strategic Highlights

Reducing N,0 and NOx Emissions Around the World

Yara has been one of the pioneers amongst fertilizer companies in recognizing the need for
reducing nitrous oxide (N,0) emission — one of the main green house gasses related to agri-
cultural production. N,O contributes to global warming with 6-11 pct., and Yara has spent
more than USD 30 million on developing a breakthrough catalyst technology for nitric acid
plants since the early 1990's that reduces N,O emissions by 70-90 pct.
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Products / Services: Mineral fertilizers

This new technology is now being used in 50 pct. of all Clean Development Mechanism
(CDM) projects worldwide. The single most important contributor to Yara's overall emis-
sions reduction has been the installation of the N,O-catalyst technology in 12 of the com-
pany's 25 nitric acid plants.

Yara has equally invested in technology for reducing NOx-emissions, a gas mainly related to
air quality. Through products such as, Airl® and NOxCare®, Yara contributes to reducing
NOx-emissions both within shipping and the auto industry.

Technological Upgrades in Production Plants

Approximately 80 pct. of Yara's energy consumption is related to ammonia production, and
a key element in improving energy efficiency is achieved by upgrading plants technologi-
cally to optimize production and reduce downtime and malfunction.

From 2007 to 2008 Yara's energy efficiency was improved by 13 pct., and of four Yara's
production plants are among the ten most energy efficient in the world. In 2009 the plant
in Sluiskil, Netherlands, was awarded the first ever Green Leaf Award by the International

Fertilizer Industry Association (IFA). These improvements have contributed substantially
to Yara's overall GHG emissions reductions and Yara's efficiency.

Yara aims to be an industry shaper and in this
respect our environmental commitment is a major
priority for us. We have seen a significant reduction
in our emissions combined with improved energy
efficiency, and at the same time our environmental
products are becoming a growing part of our busi-
ness. Our environmental efforts definitely make
sense both in a social responsibility perspective
and a business perspective. "

Jargen Ole Haslestad, CEO and President
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"T proudly support the Global Compact Nordic Network, which was one
of the first Local Networks to take shape. Today it brings together an
important group of companies in support of the Global Compact's Ten
Principles. Both individually and collectively, Nordic companies in the
Global Compact are making significant contributions to the advancement
of sustainability practices.”

Georg Kell, Executive Head, Global Compact
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Foreword

The vision of the Danish Government's Action Plan on Corporate Social Responsibility is
to make the Danish corporate sector internationally renowned for responsible growth.
Alarge number of Danish businesses work determinedly on corporate social responsi-
bility, but far too few businesses release systematic information about their initiatives.
And then it is difficult for them to gain recognition for their work. So some businesses
need to be better at communicating about their initiatives. Reliable communication and
transparency play a key role for the businesses to reap the full benefits of their initia-
tives because customers, consumers, employees, investors, etc. request such commu-
nication and transparency.

| see two pivots if we are to succeed in making the Danish corporate sector internation-
ally renowned for responsible growth: Enhanced propagation of business-driven social
responsibility, continuously improved performance and increased and improved report-
ing and communication on corporate social responsibility.

The government's message is clear: A strategic, business-driven approach is required if
businesses are to make use of the ethical, social and environmental challenges we are
facing to the benefit of both businesses and society. | basically agree to that. In fact, the
experience gained by the businesses working strategically on sustainability and social
responsibility shows that this is not merely aright, but also a sound way to do business.

It can be quite a balancing act to communicate corporate social responsibility in a way
thatconveysanimpressionof the business'initiatives inapositive, butalsoreliable man-
ner. In this context, the new government rules on how large businesses must report on
corporate social responsibility can play an important role. Because the new rules point
out that corporate social responsibility is not a question of a business being a world
champion in all possible social and environmental disciplines and in full control of all
links in an often very long and complex international supply chain. Instead, it is a ques-
tion of the business having a strategy (i.e. it has made some clear choices in terms of
what it wants), achieving some specific results on an ongoing basis and developing its
initiatives and improving its results. These are the three fundamental requirements for
the financial reporting on corporate social responsibility of large businesses that the
Council on Corporate Social Responsibility intends to follow up next year.

Mads @vlisen
Chairman of the Council on Corporate Social Responsibility

The Council on Corporate Social Responsibility was established up by the Danish Government in 2009. The role
of the Council is to make recommendations and advise the Government on major corporate responsibility issues.
The Council consists of representatives from a wide spectrum of stakeholders in the field, e.g. businesses, inves-
tors, trade unions, NGOs, consumers and academics. More info on the Council on Corporate Social Responsibil-

ity can be found at www.raadetforsamfundsansvar.dk
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Part 1:

Part 2:

Part 3:

Using this guide

On 16 December 2008, the Danish parliament adopted a bill making it mandatory for
about 1,100 of the largest businesses, listed companies and state-owned public limited
companies to report on corporate social responsibility (CSR) in their annual reports.

This guide serves to support and inspire Danish businesses in their efforts to report on
corporate social responsibility and ensure that it is easy for them to meet the new stat-
utory requirement to report on corporate social responsibility in their annual reports.

The guide exists in two versions:

« This brief version, which is intended for supervisory and executive boards.

« A longer web-based version, which addresses staff members preparing the report in
the businesses. This version also includes text examples from Danish businesses' re-
porting on corporate social responsibility, more in-depth step-by-step recommenda-
tions onhow toreport, as well as references to various principles, initiatives and tools
available for businesses touse in their work with corporate social responsibility. In par-
ticular, it includes a more thorough guide on how to report through a Communication
on Progress to the UN Global Compact as well as the use of the Global Reporting In-
itiative's G3 Guidelines. This longer version is available at www.samfundsansvar.dk,
but only in Danish.

The guide falls into three parts:

How do businesses meet the statutory requirement?

This part describes which businesses are governed by the statutory requirement and
how they canmeet therequirement toreport oncorporate socialresponsibility. Itisrele-
vanttoallbusinesses comprisedby the statutory requirement, and they needtoaddress
it -regardless of whether and how they performwork on corporate social responsibility.

Useful advice on reporting on corporate social responsibility

This part presents specific recommendations for businesses on how to prepare a re-
port on their work on corporate social responsibility. Recommendations are presented
for the three phases in the reporting process: before preparation of the report, actual
preparation and publication.

Moreover, this part gives an introduction to reporting on corporate social responsibil-
ity by means of a UN Global Compact Communication on Progress and the Global Re-
porting Initiative guidelines.

How can we work on business-driven social responsibility?

Tobe of optimum benefit, the report on corporate social responsibility should form part
of anoverallstrategy for the areaand notagoal initself. This part introduces businesses
to the strategic approach to corporate social responsibility.



Introduction

As part of the government's “Action plan for corporate social responsibility”, the Danish
parliament adopted the proposed "Act amending the Danish Financial Statements Act
(Report on social responsibility for large businesses)” The act aims at encouraging Dan-
ish businesses to address their social responsibility in a proactive manner.

The legislative amendment means that about 1,100 of the largest Danish businesses
must now give a report on their work on corporate social responsibility in their annual

reports.

A business must report on the following three items:
+ What are the business policies on corporate social responsibility?

+ What has the business done to realise its policies into action?

- An assessment of the business on achievements resulting from its work on social re-
sponsible in the financial year, and any future expectations to the work.

Realisation of policies into action

Businesses which have not devised a policy on corporate social responsibility must dis-
close this. Furthermore they can choose to present an explanation of why they do not
have such policies.

Corporate social responsibility is still voluntary

In the act, corporate social responsibility is defined as the way that "businesses vol-
untarily include considerations for human rights, societal, environmental and climate
conditions as well as combating corruption in their business strategies and corporate
activities” (Act no. 1403 of 27 December 2008).

As far as possible, it is up to the businesses to decide how it makes sense for them to
work on corporate social responsibility. Danish businesses operate in different indus-
tries and different countries so the businesses and the problems they face in terms of
corporate social responsibility will differ.

Itisimportant to point out that the act does not place businesses under an obligation to
work on specific corporate social responsibility activities, let alone work on corporate
social responsibility at all. The objective of the act is to ensure that Danish businesses
become more open about their work on corporate social responsibility and better at
communicating their efforts to ensure that they reap the optimum benefits from their
work in the area.



D> lam very pleased that the Parliament has supported this law so
strongly. Many Danish companies are good at working with CSR.
However, often they don't tell the outside world about their efforts.
| hope that this law will strengthen the knowledge abroad that
Denmark is capable of creating responsible growth. In a globalised
world facing a financial crisis and climate changes, CSR becomes an
even more important competitive parameter.

Lene Espersen, Deputy Prime Minister and Minister of Economic and Business Affairs

Furthermore, the act aims at stimulating businesses to address corporate social re-
sponsibility actively so new possibilities are examined and developed for the benefit
of businesses and society alike.

Business-driven social responsibility

Social challenges are not merely conditions influencing business operations. Busi-
nesses themselves can actively influence and make use of these challenges. However,
businesses and society will gain the most from their work on social responsibility if the
work is linked closely to their business strategies and core competences. That is what
is known as business-driven social responsibility.

Business focus on social responsibility can identify new market opportunities and - by
showing responsibility - the business can also strengthen its competitiveness and the
basis for increased earnings.

Communication on corporate social responsibility

A large number of Danish businesses have come a long way in terms of working on cor-
porate social responsibility. Seven out of 10 businesses work on corporate social re-
sponsibility and regard it as an increasingly important element in their business (Danish
Commerce and Companies Agency 2007).

Considering the fact that Danish businesses have generally come a long way in terms
of integrating corporate social responsibility into their activities, it is remarkable that
only 26% of the businesses communicate their work on corporate social responsibility
(Danish Commerce and Companies Agency 2008). So arisk exists that business stake-
holders are not aware of the businesses' work and that the businesses therefore do not
gain optimum benefit from their work.

To gain optimum benefit from their work on corporate social responsibility, businesses
should communicate and report on it and the results achieved.

Some potential advantages of reporting:

« It can improve a business’ general reputation and make it more known. It can make it
easier to attract well-qualified employees and profile the business vis-a-vis custom-
ers, partners, investors and other stakeholders.

- It provides an opportunity to attach special values to the business'products. It can cre-
ate added value for customers and help the business differentiate its products from
those of its rivals.

« It can meet specific customer demands. Many large businesses have a socially-com-
mitted profile and thus make demands on their sub-suppliers.Many private consumers
also consider it important that the products have been manufactured under respon-
sible conditions.



D> Iwishto congratulate the Danish Government for adopting a bill

that advances the responsibility of business and investors. By
asking for the disclosure of non-financial performance, this bill
will make an important contribution to enhance private sector
responsibility. It is my hope that this bill will become a model for
others to follow.

GeorgKell, executive director, UN Global Compact

It may contribute to long-term building of legitimacy in the business. If the business
operates inanindustry which is particularly exposed to criticism for its environmental
or working conditions, etc., it may be a good idea to “take some goodwill to the bank”
on an ongoing basis.

It can make the staff proud of working in the business if they see that it is well publi-
cised in the media and widely acclaimed in the industry and perhaps among their own
families, friends and acquaintances.

« The process of preparing a report can be just as important to a business as the actual

report.Management andstaff typically focus more on, say, energy consumption, green-
house gas emissions, waste and absence when problems, actions and results are made
easier for the surrounding world to understand via a report.

The report can be used as a management tool for steering the business internally.

Six pieces of useful advice
Finally, six pieces of useful advice are presented to businesses venturing into the world
of corporate social responsibility:

1.

As far as possible, base the work and the report on internationally accepted stand-
ards and guidelines such as the UN Global Compact and UN Principles for Responsi-
ble Investment.

. Define what your business understands as corporate social responsibility and pick

outtheelementsof work thatareessentialtoyourbusiness. Corporatesocialrespon-
sibility should be based on the core business and strategic challenges of a business.
Make use of existing core competences in the business to assume social responsi-
bility. That will be of greatest value to society and the business.

. Take one step at a time. Make sure that the entire business is able to keep up during

the process.

. Integrating corporate social responsibility into the business takes time. The busi-
nesses that today are among the most highly recognised businesses in the area
have all built up and developed their corporate social responsibility in the course of
anumber of years and have embedded it with the top management.

. Report only what the business can vouch for. Give an open and honest report. An em-

bellished picture of the real work will just result in public criticism, e.g. from the me-
diaand NGOs.

. Get started - the business advantages of reporting on corporate social responsibil-
ity more than offset the costs if the work is approached in a well-considered manner.



PART 1:

Meeting the statutory
requirement

WHO IS TO REPORT?

Section99a of the Danish Financial Statements Act, which was adopted in Act no.1403 of 27
December 2008, states the requirement for abusiness toreport onits policies on corporate
social responsibility. The disclosure requirement comprises large businesses in accounting
class C and businesses in accounting class D. The duty to report applies to financial years
commencingonor after1January2009. Institutionalinvestors, unit trusts andlisted financial
businesses must also disclose their policies on their work on corporate social responsibility.

Institutionalinvestors, unittrustsandlisted financial businessesmustalsodisclose their
policies on their work on corporate social responsibility.

Subsidiaries are exempted from reporting on corporate social responsibility if the par-
entcompanydoessofortheentiregroup. However,aDanishsubsidiary of aforeigngroup
will only be exempted from the disclosure requirement if the parent company presents
the information in publicly available consolidated financial statements. If this is not the
case, the subsidiary must include the information in its own annual report.

Subsidiaries are exempted from reporting on corporate social responsibility if the
parent company does so for the entire group. However, a Danish subsidiary of a for-
eign group will only be exempted from the disclosure requirement if the parent com-
pany presents the information in publicly available consolidated financial statements.
If this is not the case, the subsidiary must include the information in its own annual re-
port. Additional information about these exemptions is available in the longer guide at
www.samfundsansvar.dk (in Danish only).

Businesses thathave endorsedthe UN Global Compact or UNPrinciples for Responsible
Investment (PRI) and publishing a Communication on Progress are exempted from the
obligation to report in their annual report. Additional information about this exemption
is available in the longer version at www.samfundsansvar.dk (only in Danish).

WHAT IS THE REPORT TO ADDRESS?

Corporate social responsibility is understood to mean that businesses voluntarily inte-
grate considerations for, for instance, humanrights, social issues, environmental and cli-
mate issues and anti-corruption into their business strategies and business activities.
If a business has drawn up policies on corporate social responsibility, the report must
provide information about the following:

If a business has drawn up policies on corporate social responsibility, the report must
provide information about the following:

1. The business' policies on corporate social responsibility. Policies are broadly under-
stood as the business'in-house guidelines, objectives, strategies or other documents
describing the business’ work on corporate social responsibility. The business must
also disclose information about any standards, guidelines or principles for corporate
social responsibility applied by the business.



D> Inthe current financial crisis, it is more urgent than ever to promote
greater transparency, especially in the field of environmental, social
and governance performance. For investors, corporate responsibility
and the proper management of extra financial risks is essential. The
Danish Government's initiative to encourage companies to become
leaders in CSR reporting will bring major benefits to Danish companies in
international financial markets, and will be welcomed by global investors.

Donald MacDonald, chair, UN Principles for Responsibles Investments

2. Howthebusinesstranslatesitspolicies oncorporate socialresponsibility into action.
The business must also report on any systems or procedures in this respect. These
may be management systems, control systems, evaluations or other procedures sys-
tematically reviewing the implementation of the policies. Also, the business can dis-
close if it has been certificated under a certification scheme for either processes or
products (labelling schemes).

3. The business' opinion on the results achieved thanks to its work performed on cor-
porate social responsibility during the financial year and on expectations for the fu-
ture work. The business is not required to assess what measurable financial results
the work on corporate social responsibility has produced.

The Danish Financial Statements Act does not list detailed requirements for the report
because it is still for each business individually and voluntarily to decide in what areas
and how it will work on corporate social responsibility. In this way, the Act is in keeping
with the fundamental idea underlying business-driven social responsibility. If the busi-
ness has not drawn up any policies on corporate social responsibility, it must disclose
thisinits annualreport. But it is not required to state its reasons for not having done so.

WHERE TO REPORT

The report on corporate social responsibility is to be included in the management's re-
view or as an appendix to this review. If the report is inserted as an appendix, the man-
agement's review must refer to it, and the inserted appendix must clearly point out that
it forms part of the management's review.

Thereportis apart of the management's review, but it may alternatively be published in
asupplementary review in the annual report or on the business website, via areference
in the management's review to the supplementary review or the business website. Ad-
ditional information about where to provide the report is available in the longer guide
at www.samfundsansvar.dk (only in Danish)..

LANGUAGE REQUIREMENTS

The report must be given in the same language as the other parts of the annual report,
i.e.in Danish, unless the business falls within the scope of section 6(7) or (8) of the Dan-
ish Executive Order on Submission to the Danish Commerce and Companies Agency of
AnnualReports, etc. The provisions mentioned stipulate special language requirements
for annual reports of certain listed companies.

Communications on Progress are not required to be prepared in the Danish language.
AUDIT REQUIREMENTS
In pursuance of section 135(5) of the Danish Financial Statements Act, the auditor are

required to issue a statement on whether the information in the management's review
is in accordance with the financial statements and, if applicable, consolidated financial

10



D> The economic and financial crisis and the scientific evidence of
climate change have shown us that we need to invest more in
sustatinability. But this is not just about doing the right thing for the
future of the planet - Europe stands to benefit enormously from
investing in new low carbon technologies for future jobs and growth.

José Manuel Barroso, President of the European Commission

statements. The auditor's statement must also cover the relationship between infor-
mation in the management's review and matters of which the auditor became aware
while conducting their audit. In the event that the auditor becomes aware of any mate-
rial errors or omissions, he or she must draw attention to this in his or her statement on
the management's review, cf. section 5(7) of the Danish Executive Order on Statements
made by State-Authorised and Registered Public Accountants. The auditor's statement
on the report of corporate social responsibility will therefore form an integral part of
the auditor's overall statement on the management's review.

This is also the case even if the report on corporate social responsibility is published in
a supplementary review to the annual report or on the business website by reference
from the management's review. It is therefore essential that the information belongs to
the management'’s review. Hence, the method of publication is not of importance in this
context, cf. section135(5) of the Danish Financial Statements Act. In other words, the re-
quirements for the auditors' review of the content of the information are the same as if
theinformation had been included in the management's review. For further information,
reference is made to the guideline to the Danish Executive Order on Statements made
by State-Authorised and Registered Public Accountants of 24 March 2009.

Executive order no.7610f 20 July 2009 on Publication of Reports on Corporate Govern-
ance and Corporate Social Responsibility in supplementary reviews and on business
websites stipulates a few additional obligations on the part of the auditor. These in-
clude an obligation to verify that the management's review contains the link to the rel-
evant website if the account is to be published on the website. The executive order can
be accessed at www.samfundsansvar.dk (only in Danish).

Businesses that have endorsed the UN Global Compact or UN Principles for Responsi-
ble Investment (PRI)and are publishinga Communication on Progressin this contextare,
as mentioned above, exempted from the obligation to give an account of corporate so-
cial responsibility in pursuance of section 99a of the Danish Financial Statements Act.
If the business makes use of this exemption, the auditor must ensure that it fulfils the
conditions for making use of the exemption. The auditor ensures this by verifying that a
Communication on Progress has been prepared for the period in question and that the
Communication on Progress is publicly available as mentioned above. Moreover, the
auditor must ensure that the management's review contains correct information about
where the Communication on Progress is publicly available. The auditor has no other
tasks with respect to the Communication on Progress.

However, it could be advisable to have a third partly issue an independent statement
on the account. This would contribute to ensuring the correctness and legitimacy of
the information.

EXAMPLES OF CORPORATE SOCIAL RESPONSIBILITY REPORTING
Actual examples of how to meet the statutory requirement are available at
www.samfundsansvar.dk (only in Danish).
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PART 2:

Useful advice on
reporting

This part serves to present useful advice on how to approach the work on reporting on
corporatesocialresponsibility.ltalsooutlinesanumber of internationally acceptedprin-
ciples and guidelines that could prove useful in connection with reporting.

RECOMMENDATIONS FOR THE REPORT - STEP BY STEP
Below follow a number of recommendations for the report on corporate social respon-
sibility.

Step by step recommendations:
Step 1: Before preparing the report
Step 2: Preparing the report

Step 3: Publishing the report

It is important to note that the following steps in the process are carefully linked. The
choice of strategic area will be of significance to the choice of stakeholders, so it is
important that the report on corporate social responsibility in a targeted manner ad-
dresses the stakeholders for whom it is intended.

Step 1: Before preparing the report

Before starting on the actual preparation of the report, it is important that you con-
sider some aspects of amore general and fundamental nature such as objective and am-
bitions, organisational embedding, resource allocation, focus, target group definition,
scope, purpose of and strategy for involvement of stakeholders and method definition.
Management plays a special role in this part of the process in terms of laying down the
general strategies and framework.

Objective & ambitions

As prescribed by the act, the reporting requirement relates to a business' policies on
corporate social responsibility. Such policies will typically indicate what areas the busi-
ness finds most relevant. So it is obvious to give a report of these areas. Business pol-
icies should be based on the business' core business, core competences and strategic
challenges and goals. When the report is subsequently based on the policies of the busi-
ness, a correlation should exist with the strategic priorities of the business.

Resources & organisational embedding

Allocating sufficient resources to the task of reporting is a key element in fulfilling the
objective and realising the ambitions. The work on corporate social responsibility may
have different priorities from one business to the next, but it will generally be an ex-
tremely good ideato appoint one person or a small inter-disciplinary group whose mem-
bers come from different units in the business to be responsible for the report - and
again in consideration of the report areas and placing.

Report target group
As the report on corporate social responsibility is basically just one of several ways in
which a business communicates with its stakeholders, the success of the report will



D> |believe that the companies to lead us out of the recession will be those
which consider CSR as part of their core business strategy. They will be
the companies that have developed innovative forms of cooperation
with stakeholders in order to bring new products to new markets.

The competitiveness advantages of CSR are increasingly linked to
innovation and to the creation of new value in a sustainable way.

Glinther Verheugen, Vice-President of the European Commission and Commissioner
for Enterprise and Industry

very much depend onwhether it communicates the information requested by the stake-
holders. In other words, it would be a good idea if the work on the report includes cer-
tain identification of and dialogue with the stakeholders to disclose their expectations
for the business in the area. This can be a comprehensive process - especially for busi-
nesses embarking on their first report. So it may be a good idea to start by identifying
the most significant stakeholders and target the report at them. As the business accu-
mulates experience, the report can be extended to include a broader target group and
thus also more areas.

Method definition

Finally, businesses need to determine how they want to go about the work on the report.
Numerous standards, guidelines and initiatives exist that can be used for reporting on
corporate social responsibility so there isnoneed to invent your own methods and tools.
This guide introduces Communications on Progress for UN Global Compact. Additional
information about the G3 Guidelines from the Global Reporting Initiative (GRI) and
AA1000's guidelines on involving stakeholders is available at www.samfundsansvar.dk
(only in Danish).

Using the above may help ensure the quality of the report and pave the way for compar-
ison with other businesses operating in the same or other industries.

Step 2: Preparing the report

Once the overall framework of the form, contents and organisational embedding of
the report has been laid down, the business can embark on the actual preparation of
the report. In this phase, it is particularly important to consider how to involve inter-
nal and external stakeholders, which specific indicators to include in the report, how
to communicate messages and how to check the contents of the report. Some consid-
erations are mainly of a practical nature, while others are of a more strategic nature.

The strategic considerations include considering the degree to which various stake-
holders should be involved in the work. Additional information about specific consid-
erations is available in the longer guide at www.samfundsansvar.dk (only in Danish).

Step 3: Publishing the report

External ways of publication

Pursuant to the act, a business is obliged to publish its report:

+ in the management's review in the annual report;

- in a supplementary review (e.g. sustainability report) with references in the manage-
ment's review in the annual report;

- on the business website with references in the management's review in the annual re-
port; or

- asaCommunicationonProgressorquestionnairepreparedbythe UNGlobal Compact
or UN Principles for Responsible Investment with references in the management’s
review.

However, the business does not need to restrict itself to only one of these ways.
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>> Our studies show that eight out of 10 businesses maintain or
increase the amount of work on corporate social responsibility
despite the financial crisis.

Niels Aagaard, Danish Association of Managers and Executives

Internal communication
Using a business' internal communication channels for communicating the knowledge
about this work to staff members will often be relevant.

Internal communication channels include:
« intranet

- newsletters

- staff journals

« joint meetings

« training or continuing education

- staff programmes

INTERNATIONAL INITIATIVES AS INSPIRATION FOR THE REPORT

The act does not require the report on corporate social responsibility to be given in ac-
cordance with international standards and principles in this context. However, it could
be a good idea for businesses to use - or merely be inspired by - one or more accepted
initiatives, standards and guidelines.

Global Compact Communication on Progress

The UN Global Compact is the largest voluntary network in the world for corporate so-
cial responsibility and contains 10 principles in the areas of human rights, labour, envi-
ronment and anti-corruption.

As a member of Global Compact, a business commits itself to describing once a year
how it attempts in practice to observe the 10 principles in a report known as a Commu-
nication on Progress.

Also businesses not having endorsed the Global Compact should consider reporting
on corporate social responsibility by means of the Global Compact guidelines and rec-
ommendations. The Global Compact website also contains a useful guide on how to re-
port on corporate social responsibility, and the guide is available to everyone and can
be used free of charge.

The annual Communication on Progress offers the advantage that the activities of a
business in terms of social involvement are gathered in a shorter report, which may
prove tobe an efficient communication toolvis-a-vis internal and external stakeholders.

Using the Global Compact Communication on Progress means that businesses can use
theuniversally accepted principles of the Global Compact as aframework for thereport.
This will pave the way for a joint framework of reference no matter where in the world a
business operates. Moreover, Global Compact recognises businesses' business-driven
approach to corporate social responsibility. So a business does not have to work on all
10 principles, but should prioritise its work in terms of its core business.



D> The experience gained by the businesses working strategically on

sustainability and social responsibility shows that this is not merely
aright, but also a sound way to do business.

Mads @vlisen, Chairman of The Council on Corporate Social Responsibility

Additional information about how to prepare a Communication on Progress for the UN
Global Compactis available in the longer guide at www.samfundsansvar.dk (only in Dan-
ish) and the UN Global Compact website at www.unglobalcompact.org.

Global Reporting Initiative (GRI)

The Global Reporting Initiative is anaccepted framework for reporting on sustainability.
The GRI contains principles and indicators that can be used by businesses to measure
andreportontheir financial, environmental and social performance. The GRI cooperates
with Global Compact to ensure coherence between principles and indicators in corpo-
rate social responsibility reporting.

The GRI presents a structure for reporting on financial, environmental and social per-
formance with core indicators and supplementary indicators. Moreover, a number of
principles are presented that businesses should take into consideration when prepar-
ing and writing the report.

It therefore follows that the advantages of the Global Reporting Initiative are that it is
based on a flexible model, which makes it possible to start with a limited number of in-
dicators (level C) and extend the report over time to include more indicators and thus
achieve a higher reporting level.

Additional information about the use of the GRI guidelines in the report on corporate

social responsibility is available in the longer guide at www.samfundsansvar.dk (only in
Danish) or on the GRI website at www.globalreporting.org.
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PART 3:

Business-driven social
responsibility?

Tobe of optimum benefit, the report of corporate social responsibility should form part
of an overall strategy for the area and not a goal in itself. The objective underlying the
duty toreport is thus to encourage Danish businesses and investors to address actively
how their core competences match the social challenges facing them. However, it is up
to themselves to determine how to meet these challenges specifically.

WHAT IS BUSINESS-DRIVEN SOCIAL RESPONSIBILITY?

Corporate social responsibility creates most value for a business when it forms an in-
tegral part of the core business of the business. The idea is to exploit actively the busi-
ness'special knowledge and core competences to the benefit of both the business and
thesociety. Atthe sametime, corporate socialresponsibility isintegratedinto the entire
organisation of the business. Business-driven corporate social responsibility is about
choosing activities that are in keeping with business values and challenges in a way that
helps the business meet social problems while at the same time creating new growth
opportunities for the business itself.

Businesses can:

« require suppliers to observe human and labour rights and actively cooperate with them
tointegrate these requirements with an eye onimproving social and environmental con-
ditions. This can improve quality as well as supplier reliability.

- work on climate and environmental management in the form of systematic climate and
environmental work, reduce raw material and energy consumption or invest in environ-
mental and energy-efficient technology. This can reduce the costs of, for instance, en-
ergy, chemicals, carbon taxes, etc.

- develop new products or services with a social or environmental dimension. This can
grant the business access to new markets and give it a possibility of differentiating it-
self from its rivals.

- improve working conditions and health and safety within the business. This canmake the
staff more committed and motivated and enable a business to attract and retain staff.

- communicate actively on the work on corporate social responsibility with customers,
consumers, NGOs and other stakeholders. This can help further the development in re-
lation to increased corporate social responsibility among these players and improve the
image of the business.

DILEMMAS IN THE WORK ON BUSINESS-DRIVEN SOCIAL RESPONSIBILITY
Even though business-driven social responsibility can boost business growth and com-
petitiveness, it may also pose difficult dilemmas.

The social issues in which a business can engage itself are often complex and multi-
faceted. Moreover, the effect of the business’ work on corporate social responsibility



D> For any company, strategy must go beyond best practices. It is
about choosing a unique position - doing things differently from
competitors in a way that lowers costs or better serves a particular
set of customer needs These principles apply to a company's
relationship to society as readily as to its relationship to its
customers and rivals.

Michael E. Porter & Mark R. Kramer

will often take some time to feed through. How, for instance, is the business to act when
a supplier uses many hazardous chemicals or does not observe fundamental rights?
Should the business discontinue the cooperation to point out its values or should it con-
tinue the cooperation and try to correct the criticisable conditions? Corruption can also
be adilemma to the business - should it compromise its basic belief of avoiding corrup-
tion to maintain market shares and thus create jobs on favourable terms?

The answer to the dilemmas related to the work on corporate social responsibility is to
be found in a business' core values. Based on values and traditions, the business needs
to ensure coherence inits behaviour. For instance, it would be a problem if the business
actively communicates its work to establish a socially inclusive Danish labour market
at the same time as the production of one of its suppliers takes place under unaccepta-
ble conditions. In other words, it is paramount that the business aims at creating coher-
ence in its activities and that it communicates reliably regarding its work on corporate
social responsibility as an integral part of its business strategy.

INTERNATIONAL PRINCIPLES FOR CORPORATE SOCIAL RESPONSIBILITY

Inits actionplanfor corporate social responsibility of May 2008, the Danish government
encourages Danish businesses to endorse the UN Global Compact or UN Principles for
Responsible Investment. These initiatives are based on UN conventions that are uni-
versally accepted and, therefore, can be used as areference regardless of where in the
world a business operates. Both sets of principles are explained in more detail below.

UN Global Compact

The UN Global Compact is the largest network in the world for businesses focusing on
corporate social responsibility. The initiative is widely endorsed by Danish businesses.
The principles can work as a joint framework of reference for businesses all over the
world. The 10 principles are:

Human rights

1. Businesses should support and respect the protection of internationally proclaimed
human rights; and

2. make sure that they are not complicit in human rights abuses.

Labour standards

3. Businesses should uphold the freedom of association and the effective recognition
of the right to collective bargaining;

4. the elimination of all forms of forced and compulsory labour;

5. the effective abolition of child labour; and

6. the elimination of discrimination in respect of employment and occupation.

Environment

7. Businesses should support a precautionary approach to environmental challenges;
8. undertake initiatives to promote greater environmental responsibility; and

9. encourage the development and diffusion of environmentally friendly technologies.
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>> Studies show that one third of the businesses do not have a
strategy for their work on corporate social responsibility. This
means that they risk missing competitive advantages that can be
gained by working on business-driven social responsibility.

Carsten Ingerslev, Head of the Danish Government Center for CSR

Anti-corruption

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

bribery.

The principles for humanrights, labour standards, environment and anti-corruption have
already been implemented into Danish legislation. However, the challenges are much
greater when Danish businesses operate in countries where social and environmental

conditions are not on a par with those in Denmark.

It is up to the individual business to decide how and when to integrate the principles into
its business strategy. Endorsing the principles is in the nature of a declaration to the ef-
fect that the business voluntarily will make an active effort to make a continual special

attempt to achieve progress in relation to the subjects of the principles.

Additional information about the UN Global Compact is available at www.CSRgov.dk or

at the UN Global Compact website at www.unglobalcompact.org.

UN Principles for Responsible Investment (PRI)

The UN Global Compact and the UN Environment Programme Finance Initiative (UNEP
FI) have drawn up a set of guidelines targeting investors - the UN Principles for Respon-

sible Investment (PRI).

The principles are general principles applicable to investors' work on corporate social
responsibility. The UN points out that individual business endorsement of PRI must not
be regarded as a form of certification of the business, but more as an indication by the
business that it intends to observe the PRI principles and guidelines. Investors can ob-
serve the PRIby means of many different strategies, the essential element being agree-

ment about the goal.

Additional information about the UN Principles for Responsible Investment is available

in the longer guide at www.CSRgov.dk or at the PRI website at www.unpri.org.






Information and tools
for working on corporate
soclal responsibility

CSRgov.dk aims at communicating information, knowledge and tools in relation to cor-
porate social responsibility. CSRgov.dk is the Danish Commerce and Companies Agen-
cy's website for corporate social responsibility and forms part of the government action
plan for corporate social responsibility.

Additional information is available at www.CSRgov.dk

CSR-kompasset (The CSR Compass; only in Danish) helps businesses address require-
ments of social and environmental responsibility - regardless of whether the business
is to document its responsibility towards its customers or it wants to make its own de-
mands on suppliers, etc. CSR Kompasset is the result of a partnership between the Min-
istry of Economic and Business Affairs, the Danish Institute for Human Rights and the
Confederation of Danish Industry.

Additional information is available at www.csrkompasset.dk

Klimakompasset (The Climate Compass; English version due in late 2009) helps Danish
businesses draw up a climate strategy and calculate their CO2 emissions. Klimakompas-
setistheresult of apartnership between the Ministry of Economic and Business Affairs
and the Confederation of Danish Industry.

Additional information is available at www.klimakompasset.dk

Overskud med Omtanke (People and profits project) was launched by the Danish Com-
merce and Companies Agency in 2005 and has put strategic social responsibility on the
agenda by, for instance, teaching more than 12,500 managers and employees of Danish
small and medium-sized enterprises about strategic social responsibility. In this way,
the project is the biggest and most comprehensive of its kind seen so far in Denmark
as well as internationally.

Additional material is available at www.overskudmedomtanke.dk

The UN Global Compact is a UN initiative listing 10 general principles for businesses'
work on corporate social responsibility. The 10 principles are a sound basis when busi-
nesses commence work on social responsibility and sustainability. The principles rest
on internationally accepted conventions on human rights, labour standards, environ-
ment and anti-corruption.

Additional information is available at www.unglobalcompact.org

The Global Reporting Initiative (GRI) is an accepted framework for sustainability re-
porting. The GRI contains principles and indicators that businesses can use to measure
and report their financial, environmental and social performance. The GRI cooperates
with Global Compact to ensure the required coherence between the principles and in-
dicators in corporate social responsibility reporting.

Additional information is available at www.globalreporting.org

CSRgov.dk
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4 Questions and themes for future research

Princeton Roundtable on SRI:

Juestions and themes
‘or future research

Introduction:

The purpose of this paper is to follow up on the presentations and discussions at the roundtable “The
Promise of Socially Responsible Investing” (SRI) held at Princeton University on the 14-15" of Novem-
ber 2008 and organised by The Bendheim Center for Finance and the Danish Ministry of Economic and
Business Affairs.

The focus of the summary is on the main conclusions that we believe can be derived from the discus-
sions in terms of a future research agenda. This research agenda should support the investment prac-
tices of institutional investors, venture capitalists and hedge funds as well as individual companies. As
such, future research should generate knowledge on the business case of SRI, and of CSR more gener-
ally, that will enable companies and investors to factor in so-called “ESG” (Environmental and Social Gov-
ernance] factors more consistently in their business and investment practices.

Our point of departure:

The initial mission of the roundtable was to discuss the possibility of generating new and practically ap-
plicable knowledge concerning the business case for and societal value of SRI. More specifically, the mis-
sion was to initiate a research agenda that would improve the methodological basis for including ESG fac-
tors into the investment analyses and decision making of both institutional investors and companies in
general. In the light of the discussions of the roundtable, we believe this priority still holds.

As such two general questions have guided discussions at the roundtable: 1) What do we know about SRI
today? 2] Where is further research needed?

Notes on the financial crisis:

When the idea for this roundtable on SRI came up and we began preparing the agenda, the present finan-
cial crisis had not yet unfolded. From our point of view, SRl was and remains relevant for anumber of other
reasons relating to e.g. the issue of climate change and different social challenges posed by globalisa-
tion. However, the financial crisis has made the discussions at the roundtable all the more relevant. Con-
sensus was that the outcome of the crisis could basically go two different ways: Either the crisis has put
SRl practices under pressure, or, it has underlined the necessity of SRI forcing companies and investors
alike to pay more attention to corporate responsibility and long-term profitability of their investments.

The behavioural effects of the financial crisis in this respect remains to be seen, but could obviously be
a relevant question for further investigation. As such the behavioural response by companies and inves-
tors could be included in several of the potential agendas for future research that we suggest in following.
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General themes for future research:

The roundtable was deliberately organised around a very broad range of issues and potential approaches
to SRI and CSR as reflected by the 8 different sessions and topics, which guided our discussions. The
conclusions and suggestions for future research may arguably be realigned under the following 6 broad
headlines or themes, inspired by the summary of Geoffrey Heal. (Summary by Heal presented at the
concluding session).

1. Uncovering complex interdependencies between business and society:

Business and society are fundamentally interdependent and business can’t succeed when society fails.
Obviously no business or individual company can succeed, if the surrounding society fails to provide the
necessary framework conditions in terms of markets and fundamental physical as well as institutional
infrastructures. On the other hand business or individual companies may in some respects actively con-
tribute to solving social challenges and at the same time strengthen their business case.

There is accordingly a general and generic (social) interdependency between business and society, which
is a fundamental collective concern or interest of all companies. However, this interdependency is argu-
ably more complex than this.

Interdependencies are both collective and individual (for each company) and may be categorised into
three different groups (Porter & Kramer, 2006):

1. Generic interdependencies / social issues.

2. Value chain social impacts / interdependencies.

3. Social issues / interdependencies closely connected to the competitive context of the individual
company.

Each of these categories of interdependencies can furthermore be seen “inside-out” i.e. the ways that
the activities of individual companies affect the surrounding society and “outside-in” i.e. the ways that
society affects the individual company. In conclusion, business has an interest in long-term success of
society and vice versa.

Perspectives for future research: Future research could focus on the development of the theoretical
framework that describes the nature and dynamics of the complex interdependencies between business
and society. Focus could be on tracing differences / similarities between different types of businesses in
terms of the business case for CSR in general and, in particular, the specific interdependencies between
business and society that characterises individual branches and business sectors.

The methodological approach would most likely be systematic case study analyses uncovering and describ-
ing the variety of interdependencies between individual businesses and society. These would ideally in-
clude interdependencies in the form of both negative externalities resulting from companies’ activities and
positive externalities e.g. in the form of public goods produced as a part of private business investments.

Further studies systematically uncovering the interdependencies between business and society would
most likely also contribute to the learning potential embedded in case studies and therefore also the prac-
tical relevance and applicability of these as seen from the perspective of other companies.

2. SRI/ CSR as a response to market failures and externalities:

As almost all CSR activities relate to external effects and distributional issues of business activities, both
CSR and SRl can be seen as instrumental for correcting market failures, which governments do not cor-
rect. This naturally raises the question of where to strike the socially optimal balance of responsibilities
between business and society. What is “society’s case” for SRl and CSR both in economic and democratic
terms? And how does this relate to determining the business case for SRl / CSR?
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At the national level CSR (and SRI) may be seen as supplementary to regulatory intervention to correct
market failures or minimise the externality problem or it can be seen as a way to optimise social welfare
provision. (Examples are social partnerships / public-private partnerships and voluntary environmental
regulation). Alternatively, and maybe more controversial, it can be seen as way to reduce or avoid govern-
mental intervention in general or ease (“excuse”) the retreat of the state.

At the global / international level CSR and SRI can be seen as a way of closing the so-called “governance
gap”. This gap basically has two different forms. First, externalities may be of cross-border nature and defy
national regulation (such as the climate change issue). Some may also see the distributional effects of
global competition and trade as a social externality that defies national regulation. In the absence of effec-
tive / powerful global institutions and governance, CSR and SRl may be seen as a way to close this govern-
ance gap. Second, CSR and SRI may be seen as a way to compensate for lacking national institutions and
governance in third world countries. Corporate responsibility may be seen as leverage for fighting corrup-
tion, compensating for poor implementation of environmental regulation, supporting human rights or op-
timising the social and distributional effects of global trade. Supply chain management is the typical in-
strument through which business may contribute to closing this governance gap.

Perspectives for future research: Giving special priority to the international perspective (above), future
research might focus on the potential effect of global (governance) regimes / institutions for correcting
market failures, minimising externalities associated with globalisation in general. In particular, research
could focus on the role of international institutions / regimes supporting the proliferation of CSR and SRI
practices (such as the UN Global Compact, UN PRI, ISO standards and Global NGO initiatives such as GRI
etc.). Future research might also clarify to what extent an active contribution from companies and inves-
tors to alleviate market failures and negative externalities at the global level will (positively) affect long-
term business and investment strategies.

3. Short-term vs. long-term interests / incentives:

Some businesses don’t see the need for CSR while others do. What accounts for this variation in attention
to corporate responsibilities? In particular, what types of incentives (including incentives for CEQs such
as bonus schemes) and market forces are at play to encourage long-term vs. short-term business and in-
vestment strategies ? Do ownership structures (trustee ownership and family owned businesses vs. listed
companies] affect the attention of companies to CSR and long-term strategies?

Capital markets apparently value environmental, social and governance (ESG) performance as there is
a small but consistent relationship between corporate social and financial performance (Margolis et.al.,
2008). There seems, however, to be widespread consensus that short-term drivers are also at play result-
ing in suboptimal focus on the long-term as indicated by the financial crisis, which has eventually pun-
ished “short-termism”. Tracing the (market) drivers of both long-term business and investments strate-
gies and short-termism is therefore also a relevant issue.

Perspectives for future research: Can potential drivers be traced by macro-analyses focussing on variations
in focus on long-run interests by sector — e.g. variance by branch or by comparing business-to-business
with consumer facing businesses? A problem may be to define both or distinguish consistently between
the long-term and short-term as this may vary by sector / branch (co-variance). Sector-specific definition
and categorisation of the short-term and the long-term may therefore be part of a future research agenda.

4. Institutional investors and long-term perspectives:

Institutional investors may play a crucial role in stimulating CSR through responsible investment prac-
tices (SRI). In particular pension funds arguably have a propensity to focus on long-term profitability and
risk of investments as clients may be pension recipients 70 years from now. Apart from the long-term
perspective of e.g. pension funds, SRl investors may stimulate CSR, if they represent a significant per-
centage of ownership.
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There are several potential mechanisms through which demand for CSR may be communicated
through SRl strategies. These may range from boycott/ disinvestment to various forms of active
engagement/ ownership.

SRlinvestors taking ESG factors explicitly and systematically into account are relatively few and
far between. This relatively low critical mass (more researchers / scientists than practitioners)
could be a challenge or a problem for attaining reliable data on e.g. the effects of SRl on long-term
profitability of investments.

Another open questionis whether the universal character of ownership by institutional investors
/ big funds makes them more dependent on macro-economic tendencies and/ or world economic
trends rather than on particular firms or sectors? How would this affect SRI strategies?

Perspectives for future research: Future research could e.g. focus on how SRl investors (including
institutionalinvestorsand pensionfundsin general] can stimulate CSRmore specifically. Whatrole
does“pushfactors”suchasbargaining powers measured by percentage of ownership playas com-
pared to other relevant “pull factors” relating to the business case such as the potential for cost
reduction, reducing legal liabilities and risk, improved recruitment opportunities / staff engage-
ment, customer demands, NGO and stakeholderrelations or moral standards etc.? In other words,
to what extent does active engagement strategies rely on the bargaining powers of the investor
as compared to other potential drivers? More generally, what are the experiences with active en-
gagement and disinvestment strategies respectively? What determines the choice of strategy?

Another line of research could focus on the institutional investors’ relations with their own cus-
tomers. How do SRl investment strategies affectinvestorloyalty? Willinvestors stay more loyal if
SRIstrategiesareinplace? Howdo corporate governance structuresincluding managementstruc-
tures and ownership representation affect SRl strategies? Methodological approaches might in-
clude comparative studies of pension funds, investment banks, hedge funds etc.

5. Ratings and access to information:

The overarching challenge when rating investments by SRI/ CSR / ESG standards is access to in-
formation. A fundamental problem pertains to the fact there is no objective definition of “good”
and “bad”bywhichwe canidentify responsible investments, distinguish these from others or rank
them according to ESG standards. Maybe SRl ratings are subjective by nature and should remain
so as cultural preferences and moral standards vary.

As investment strategies and capital flows become increasingly global in nature this, however,
could be a problem for applying consistent SRI strategies based on ratings. (CSR rating in US are
paid for by users, and provide detailed breakdown, but are still quite subjective).

Traditional screening methods, on the other hand, are maybe too inaccurate and do not give a
sufficientassessment of e.g. the risk profile of companies. Analyses indicate that only 25% of the
value of a company is caught by traditional investment analysis (“tangible” book values assess-
ment) while 75% go unexplained (“intangible” unexplained value)*.

Screenings are typically only negative establishing guidance or criteria for excluding or disinvest-
ing certain assets. Positive screening, however, may be a more efficient strategy optimising long-
term profitability, which, in turn, would require more objective measures of these positive criteria.

! Project by CSR Europe: “Valuing non-financial performance: A European framework for company and investor dialogue”.
(www.investorvalue.org).
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Perspectives for future research: Future research may focus on developing instruments and meth-
ods with which investors could measure the social and environmental impacts of their investment
strategies. Thiswould, in turn, enable them to report on their SRI performance on par with traditional
investment performance criteria (triple bottom-line?).

SRI-screenings and ratings of investment portfolios by CSR/ ESG standards or measures must ulti-
mately rely on the value assessment of non-financial performance at company level. Therefore the
development of better methods and identification of relevant metrics for value assessment of ESG
factorsatthe companylevel mustbeaprerequisite fordeveloping better SRl ratings and screenings.

6. Consumers’ perspectives - behaviour and motivations:

Consumers may be a key driver of CSR and SR, in particular if they are willing to pay extra —i.e. to
putaprice onresponsibility. However, other motivational factors might also affect consumer choice.
Keyissuesofdiscussioninclude e.g. differentperspectives onindividual rationality, motivation, cul-
tural values and social behaviour. Thus consumer behaviour and the drivers behind it may contain
essentialanswers to uncovering the demand-driven business case of orassessing the market value
of CSR. A general point, which may be emphasised, is that individuals may be increasingly seeking
to express values both through consumption and/ or through investment.

Perspectives for future research: Existing studies on the so-called “political consumer” may be sup-
plemented by further studies particularly focussing on the “political investor”. More precisely, the

term “political” may be substituted by “ethical” or “value-driven”? Are we in an era of “Shopping your
values” (The Economist)? Studies on the role information or the lack of it (incl. labelling schemes
etc,) for consumers informed choices or value-driven or ethical purchasing decisions could be part

of this research agenda.

Conclusions for a future agenda:
Concerningresearchintothebusinesscasefor CSRand SRIthe generalchallengeisarguably which
path of exploration should be given priority in future research. Margolis et.al. (2008] points at two
different agendas or paths of exploration that arguably stand out:

«  “Thewell-worn pathofrefinement”-i.e. furtherstatistical analyses and methodological refine-
ment of research into the correlation between CSP (Corporate Social Performance) and CFP
(Corporate Financial Performance).

«  “Anew path of exploration”: This could arguably include new qualitative research and system-
atic case study analysis of the individual and context dependent business case of CSR/ SRI.
Focus could be on further development of the theoretical framework describing the interde-
pendencies between individual businesses and society. Focus is on variance of correlation
between CSP and CFP as opposed to average correlation.

We believe that the latter of these two paths of exploration is particularly compatible with devel-
oping the theoretical framework behind the concept of strategic CSR as presented by Porter &
Kramer (2006), which is also the CSR concept underlying the Danish “Action Plan for Corporate
Social Responsibility (2008)%. Margolis et. al. (2008]) also highlights that if CSR and SRl is increas-
ingly weaved into the business / investment strategy, the impact of CSP on CFP will be more dif-
ficult to measure, and may call for innovative approaches to measurement.

¢ This would also be in line with the recommendations for more extensive research given by Kramer, Pfitzer and Lee (2005) in
connection with the project "People & Profit conducted by the Danish Commerce and Companies Agency (2005 — 2007).
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One possible refinement of the well-worn path of quantitative statistical analyses, however, could be

to pursue what might be labelled a “partial” analysis specifically focussing on the segment of com-
panies engaging in strategic CSR. This partial analysis would focus specifically on the effect of CSP
(as measured by strategic CSR activities) on CFP thereby ideally controlling for the statistical inter-
ference by non-valid or irrelevant (non-strategic) CSR activities. Isolating or selecting the population
of companies conducting strategic CSR activities and excluding “false positives” would arguably give

a more accurate indication of the business case for strategic CSR (as defined by Porter and Kramer).

To avoid methodological problems of self-selection, objective or generic criteria for defining the inde-
pendent variable (strategic CSR) would have to be established first. This might be difficult, but not im-
possible. Hong and Kacperczyk (2007] likewise isolated “sin” stocks defined as companies involved
in producing alcohol, tobacco and gaming and concluded that some investors pay a financial cost in
abstaining from these stocks. A similar effort to isolate companies involved in strategic CSR activi-
ties could in principle be made.

Concerning the need for improved quantitative methods for including ESG factors into investment de-
cision making (SRI decision making) one such possible question for further research may arguably
stand out:

«  Howcanindividual companies calculate (and document) the economic effect of ESG activities with
the aim of providing potential investors with a better and more accurate assessment of the value
of their assets?

This research agenda would most likely also require special attention and research aimed at identi-
fying both the independent variable(s) (which ESG activities) and the independent variable(s) in fur-
ther detail (i.e. defining the economic effects as measured by stock value, return on investments, an-
nual returns etc.).

Theoretical perspectives:

The above-mentioned 6 themes for future research are generally cast in the form of empirical ques-
tions and in some cases they may arguably carry an “applied science bias”. Still, we believe that they
also carry the potential for developing economic theory describing different aspects of e.g. finance,
economic efficiency of investing / return on investments, market failure / regulation failure and the
role of government for optimising social welfare.

As such, the proposed agenda is not meant to ignore specific focus on developing economic theory
and, in particular, on theoretical models to capture ethical and moral considerations in the objective
functions of investors or corporations. Development of economic theory will hopefully increase our un-
derstanding of how corporations or investors would behave to the extent their objective function was
something other than (short term?) maximization of the wealth of shareholders.
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Princeton Roundtable on SRI:

Summary of sessions

Introduction:

The purpose of this summary is to follow up on the presentations and discussions at the roundta-
ble on “Socially Responsible Investing” (SRI] held at Princeton University on the 14-15™ of November
2008 and organised by The Bendheim Center for Finance and the Danish Ministry of Economic and
Business Affairs.

The focus of the summaries is on main points and conclusions presented by the speakers on each of
the 8 thematic sessions. Please note that the summaries are presented here as reletively unedited, non-
narrative versions. For a full version of the presentations, please see the recording of the conference at
www.thepromiseofsri.org.

Sessions on the 14 of November 2008 (Day 1):

1. Sustainable Investing:
Surprisingly, many hedge funds and venture capital funds also factor in CSR and SRl in their investing
practices, particularly regarding sustainability practices. What is their basis for these decisions?

Panel:

Bas Riiter, Managing Director of Funds, Triodos Bank

Jason Tyler, Senior Vice President and Director of Research Operations, Ariel Capital
Jason Scott, Managing Partner, Eko Asset Management Partners

Moderator: Justin Lahart, Journalist, Wall Street Journal

Resumé:

Bas Ruter introduced the profile and investment philosophy of Triodos Bank (the Netherlands).
Triodos has a special focus on sustainability that guides which types of investments they can
engage in and which has (to their own conviction) has been key to Triodos’ annual growth rate
of 20-40% since 1980 resulting in 160.000 customers, 11.000 shareholders. They have 3,4 bil-
lion Euros under management and a Net profit (2007) of 9 million Euros. Overall strategic target
is to “optimize” not “maximize” profits. Triodos investments are characterised by a direct link be-
tween those who need money and those who provide it. Furthermore, investments are targeted
at concrete projects — preferably with a potential for solving societal problems (innovative niche
markets). Examples are investing in sustainable energy solutions like wind energy etc. The link
to societal problems encourage a “relation based” economy / investment strategy rather than
only an “investment based” strategy. A Central question guiding the SRl strategy is: Which prod-
ucts will best meet societal needs / solve societal problems? (Answers also contain crucial an-
swers to the business case).
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Jason Tyler: A central problem of SRl is that it is relatively difficult to package. There is no true defini-
tion. The challenge of SRI is accentuated by especially two key issues that still exist today: 1) Poten-
tial investments are more complex than ever. 2] Investment advisors are inconsistent in their invest-
ment recommendations. Even if there are clearly some firms that are more sustainable than others,
most companies fall somewhere in between the extremes of the spectrum of “good” and “bad” (for
the common good). No investment advisors have the answers of where to place individual companies
and target investments on this spectrum. Investment advisors typically advise investments in both
sustainable and harmful companies. Traditional screens do not work as a good tool. SRl is about more
than the environment and the need for having stronger focus on the advisor, governance and diver-
sity. None of the consulting firms have provided a comprehensive measurement system. The “wish
list” therefore includes more comprehensive screening and measurement tools and greater account-
ability on behalf of fund managers.

Jason Scott: The thesis behind Eko Asset Management Partners is that they can provide better invest-
ment strategies. Ratings and screenings are key to this and here we need to focus more on “best in
class ratings” / “positive screenings” rather than negative screenings and listings. The rationale for this
is particularly evident from the perspective of institutional investors such as pension funds. They clearly
must have focus on long term profitability as measured by return relative to risk (return/risk) as well as
on how to contribute to a better society. The crisis has shown that sustainable strategies with lower risk
have outperformed strategies biased towards short term profit. The next step of SRl is “systemic solu-
tion” to global problems.

2. Business Case for CSR:
This session lays out the state of the art research (both theoretical and empirical) for whether CSR en-
hances a firm’s fundamental value. Do firms that score well on CSR metrics also score highly in terms
of firm profits? What about valuations? If so, how do these valuations come about? What types of prac-
tices of CSR lead to higher firm earnings? Which are important unresolved issues and what is the road-
map toward resolving them?

Panel:

Mark Kramer, Senior Fellow, Harvard’s Kennedy School of Government

Joshua D. Margolis, Associate Professor of Business Administration, Harvard Business School
Raymond Fisman, Professor, Columbia University, Graduate School of Business

Moderator: Tom Rotherham, Head of Corporate Responsibility, Radley Yeldar

Resume:

Tom Rotherham introduced the session by presenting a number of examples and analyses. In re-
lation to screening, Innovest’s “Iceberg Balance Sheet” 4-factor model suggests that only 25% of
acompanies’true risk profile is captured by traditional financial analysis while the remaining 75%
is potentially the most critical for competitive advantage. There are arguably three different ap-
proaches to the challenge of screening to uncover the full competitive advantage of companies:
Negative (off limit sectors), positive (risk and opportunity) and thematic (focusing future indus-
tries of clean energy, health, knowledge, quality of life etc.). Acentral challenge is to identify com-
mon ESG factors across companies that will translate into common (key) metrics and, in turn,
into financial drivers and (market) value assessment of non-financial performance (Rotherham
referred to CSR Europe’s initiative “Valuing non-financial performance: A European framework for
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company and investor dialogue]. However, even if there are common (generic) ESG issues across
all companies the challenge is to understand complexity and variance in approaches between dif-
ferent sectors and branches. Rotherham posed a number of questions in his introduction to the
session as a point of departure for dicussions: What is the ultimate objective of CSR/ SRI?: More
successful companies, investors or a market system that rewards public good creation? Has re-
searchreflected the complexity of of SRI? Doinvestmentmodelsreflect the complexity of the busi-
ness case? How closely can the “map” approximate the “territory”? Is the meta-metric related to
management effectiveness —i.e. governance, informationinput & managing change and complex-
ity? Is “CSR” an absolute? If not, how much is “enough”? And who decides?

Raymond Fisman: Understanding the business of CSR is basically a discussion of the “Friedman per-
spective” that companies do good by doing well vs. the perspective that companies (also] can do well
by doing good. There are two basic drivers for acting responsibly: Complementarities between social
imperative and profitability; Stakeholder-induced deviations from profit maximization. Likewise driv-
ers for not acting responsibly are: Profit-induced deviation from the social optimum. Mismatch of so-
cial and operational activities. Key questions to understanding the business fit of CSR include: Where
are the greatest complementarities between social and business activities? Which social activities
increase profits? Where can company maximise social impact for a given expenditure? For a CSR re-
search agenda in particular: Which stakeholders value CSR and why (theory & empirics)? Understand-
ing existing patterns of CSR (descriptive] and figuring out what works in CSR (prescriptive]. Fisman
continued with some regression analyses showing complementarity between philanthropy and con-
sumer advertising including analysis on the differential impact of CSR on profits for advertising-in-
tensive firms/sectors.

Joshua Margolis presented the meta-analysis (Margolis, Elfenbein and Walsh, 2008 on the relationship
between corporate social performance (CSP) and corporate financial performance (CFP). The general find-
ing is a modest but statistically significant positive effect of CSP on CFP. Effect size r =.140 (CSP=>CFP).
26,6 % of the studies showed a positive CSP-CFP relationship and only 2,1 % a negative relationship while
58,3 % where non-significant. Margolis turned to different interpretations of the results and measure of
effect size. Statisticians would typically argue that this is a small effect while economists would typically
be more prone to recognize the effect. Margolis presented three different views of the effect of CSR 1] It
pays (reducing costs, attracts and retains investors, customers and employees) 2] It protects (reduc-
ing risks) but 3) It provokes (invites criticism). Margolis indicated that further studies were still added
to the existing meta-analysis.

Mark Kramer introduced with the basic proposition that it simply does not makes sense to ask whether
it pays to be nice simply because there are very different opinions as to what that means. The point is
rather that there is a fundamental interdependency between business and society as the social and en-
vironmental framework conditions influence on business opportunities. The difficulty lies in balancing
short-term costs against long-term externalities. Social issues falls into three different categories (ge-
neric social issues, value chain impacts and competitive context) but which issues fall into each category
varies by company, industry, cluster and location. Competitive context issues are central to strategic CSR
as these include “social issues in the company’s external environment that affect the underlying driv-
ers of competitiveness in the locations where the company operates”. Case studies reveal that compet-
itive advantage depends on (e.g.) constructing a unique value chain that lowers costs or better serves
a particular customer niche.
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3. Role of Institutional Investors:

Institutional investors are the leaders in the implementation of SRI. Why? Is the rationale political cater-
ing to constituents or are there economic risk based reasons for staying away from sin stocks etc.? Is
this the right policy vis-a-vis stakeholders? This session lays out the case for the role of large institu-
tional investors.

Panel:

Lars Rohde, CEQ, the ATP Arbejdsmarkedets Tilleegspension

Carl Rosén, Chairman of the AP-funds Ethical Council and Head of Corporate Governance and Communi-
cations, Second Swedish National Pension Fund

Henrik Syse, Senior Research Fellow, International Peace Research Institute, Oslo (PRIO) and former Head
of Corporate Governance, Norway's Bank Investment Management (NBIM)

Moderator: Alan Blinder, Professor of Economics, Princeton University

Resume:

Lars Rohde started by asking the question of whether it pays to be responsible as an integrated part of
an institutional investor’s fiduciary responsibility and concludes that it does pay. However there is a lot
of variance both in styles and ways to practice SRI. In particular, there seems to be a strong correlation
between CSP and corporate governance. Dialogue and active ownership is the preferred strategy rather
than exclusion and negative screening, but both this and disinvestment may be the preferred concrete
SRI decision. Examples show the variance: Wall Mart was excluded since there was no prospect of dia-
logue. Total (Myanmar] was excluded because of political considerations (general foreign policy concerns)
even if the investments were well within SRI limits. Cheminova (Danish company producing pesticides
and other chemicals red.) acted irresponsibly on third world markets, but dialogue changed behaviour.
In conclusion: The ownership question is central as ownership is typically very diffuse. Dialogue or ap-
peal to anyone in particular becomes difficult.

Carl Rosén sees SRl as being at the early stages so far and the ratio between scientists and practitioners
to be surpassed only by astronautics. However, the Swedish (second) AP Fund is deeply engaged in SRI
and actively supports the international initiatives in the field. Rosén focused on the way AP addresses SRI
in their global investment portfolio. Screening is a three-stage “funnel”
nies into only 10. The process does not only consist of negative screening (and disinvestment) but also

process reducing 3500 compa-

involves active dialogue. AP has chosen to maximise transparency of booth the screening process and
concrete dialogues (on dialogues they have chosen a different strategy than the Norwegian “oil” fund).
The conclusion is that they have sent a strong SRl signal to companies in their portfolio even in China. AP
deliberately act as “norm entrepreneur” for Scandinavian values, “but there are no giant leaps only small
steps, but they are all for mankind”. Rosén noticed the difference in strategies between AP and the Nor-
wegian fund when engaging in dialogue with companies. A possible issue for further research could be
the effect of transparency versus confidentiality when engaging in dialogues.

Henrik Syse reflected on the fundamental question of “what’s really the problem with ethics/govern-
ance and money”. One problem is that there clearly seems to be perverse incentives at play e.g. giv-
ing (over) priority to short-term profitability. In retrospect, an illustrative indication of short-termism
was a recent television documentary (showed on British Airways flights to Iceland in June 2008) em-
phasizing investment opportunities in Iceland. Sources to the ethics / governance and money problem
include: Temptations, Unclear relationship between primary and secondary aims, focus on short-term
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rather than long-term, plural motivations (e.g. child labour is not only seen as an economic issue but
a moral one as well). Syse commented on the different disclosure strategies of the Norwegian fund
and AP in relation to dialogue with companies. They are monitoring / evaluating their strategy on both
exclusion and active ownership (a potential research question?). The focus on governance (ESG) is
driven by at least four reasons: 1) The long-term solidity of the markets themselves (“universal own-
ership”). 2] The profile of our fund(s) — what our owners expect of us and our reputation vis-a-vis our
owners. 3] The reputational damage to the companies we are invested in, and to the overall markets.
4) The fact that it is right in itself. Questions for future research suggested by Syse include: What is
the distinction between the ethical, the political, and the financial? To what extent do investors have
the same interests, and to what extent do they diverge? What are the "virtues” that we need more of
in the financial markets — and that institutional investors can ask for? How can we help each other
become more long-term oriented?

Session held on the 15" of November 2008 (Day 2):

4. Psychology, Sociology and SRI:

Why do investors care about SRI? How will norms change over time with globalization? Will SRI become
more or less important as the world becomes more globalised? This session will include theoretical per-
spectives on how e.g. norms and risk perception (aversion/ seeking] inform decision makers and influ-
ence micro-economic behaviour.

Panel:

Roland Benabou, Professor of Economics, Princeton University

Jon Elster, Philosopher, College de France and Columbia University
Augustin Landier, Partner, Ada Investments

Moderator: Antony Bugg-Levine, Managing director, Rockefeller Foundation

Resume:

Roland Benabou reflected on the determinants of prosocial behaviour (such as charitable giving,
SRl green goods etc.) and the implications for SRI. This behaviour is driven by a complex mix of mo-
tives including “intrinsic motivation” (desire to do good / help); “material incentives” (laws, taxes,
profit); “social / self esteem concerns” (self perception, social norms, personal rules). These mo-
tives vary across people and are interdependent. Benabou elaborated on the key role of self/ social
image concerns (with a number of cases) and continued to address the question of implications for
policy, SRI and ratings agencies. Cases on (prosocial] consumer behaviour show interdependency
with regulation as small interventions can have huge effects on behaviour (e.g. small tax on plastic
bags caused consumption to drop). The importance of self / social image may leverage image con-
cerns toincrease prosocial behaviour (positive or negative image}, but it may also distort CSR activ-
ities towards the more visible targets / activities. “Moral credentialing” by having done good in the
past may people (or corporations) to feel immunized against negative (self) image. SRl may “buy”
you respectability or be perceived as such. In a zero-sum game of image-seeking / self-image en-
hancement the value of doing good tends to be depleted as prosocial behaviour increases (if eve-
ryone does it, the image-seeking effect decreases). This points to taxation as a more efficient in-
strument and policy implications include eg.: 1) The socially optimal incentive rate is less than the
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standard (Pigovian) subsidy (or tax?) necessary for agent tointernalise full public good value of their
contribution. 2) Rating agencies. Aim to incorporate an “invisibility” premium or “publicity” discount
in their scores. Further: There is probably no call for favourable tax treatment of SRl investments
finds or green / sustainable goods — and subsidy / tax should vary non-monotonically with the pro-
portion of people choosing the SRl option.

Jon Elster focused on the “Motivations for socially responsible investments”. In doing so, Elster adopted
a broad definition of “investment” as “any decision taken by managers. These include not only invest-
ments in plants, firms or stocks, but also wage decisions, hiring decisions, lay off decisions, workplace
improvements, and the like”. SRI (as well as CSR] is basically about combining the two motivations of
doing well by doing good. He then continued with some reflections on SRl and combining these multi-
ple motivations stating that doing good by doing well does not equal “doing good when doing well”. As
such “do-gooders may be more active energetic and generally more competent. It follows that prin-
cipals should choose agents who are involved in local politics, but not that agents should go into lo-
cal politics”. Elster continued his comments on multiple motivations stating that people [subject to
tradeoff aversion) generally prefer either a “threshold model” (using one value to define the set and
the other to choose within the set like when using seniority criteria in selecting employees for lay-
offs model. This would also include “best-in-class” strategies / ESG screenings), or, “lexicographic al-
truism” (applying ESG guidelines to give a preferred selection when all other factors including profits
are equal). Elster then turned to the issue of norms for setting wages and deciding layoffs exempli-
fying dilemmas of balancing private and collective utility. The social acceptability of both layoffs and
wage reductions seem to be highly dependent on economic performance. In particular, both types of
actions are more acceptable as damage control than as way to seek super profits. Social responsibility
norms of these types (including norms of efficiency wages above a market minimum] might, however,
be economically inferior not only to shareholders but also to unemployed, if lower could alternatively
be translated into more jobs. Constraints on profit maximization might in economic terms seem to de-
crease total social utility in the long run. On the other hand relentless profit maximization (through
layoffs] arguably ignores transaction cost for workers who have to look for a new job. Elster concluded
with some examples of moral, quasi-moral and social norm behavior among consumers and investors.

Augustin Landier presented a typology of investors and revisited a number of social trends relating
to SRl 'and concluded wit some views on what values are at play in connection with SRI. Landier identi-
fied three basic types of SRl investors: “Yellow” investors who want investments to conform with their
(personal) principles; “Red” investors who focus on SRI for purely economic reasons seeking better
financial returns by using ESG screens; and “Blue” investors who care about expressing their values,
but are sensitive to cost and impact. All three types of investors are to be counted with and contrib-
ute to the rise of “post-materialist” values that characterises globalisation. These values are reflected
in e.g. the rise of the so-called “Cultural Creatives” (Ray & Anderson, 2000). The view that (globally]
affluence reduces concern for survival and boost interest in other people and the ecosystem also re-
flects a post-materialist trend (Inglehart & Wetzel, 2005). Information and media contributes to the
trend by making actions and companies more visible. Between the two extremes of yellow and red
investors, the blue investors “segment” probably play a key role in mainstreaming SRI. What values,
then, are central to blue investors? Impact will depend on a large fraction of assets being targeted
for SRI, which again depend on consensual values. Using shareholder resolutions or World Value Sur-
vey (on e.g. environmental protection, employee treatment or product safety) might be a catalyst for
this. Landier concluded stating that problems of collective action should still be taken into account.
Further, if wealth and global economic growth is central the rise of post-materialist values, the finan-
cial crisis is bad news.
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5. Corporate Social Responsibility and Corporate Governance:

Why do firms practice CSR? Does CSR lift the bottom line? Is it compatible with Corporate Governance?
What are their evidence and thinking? How do companies and investors combine the dual challenges
of sustainability/corporate social performance, corporate governance and corporate financial perform-
ance? What are the drivers of decision making for sustainability, and what is the role of political frame-
work conditions?

Panel:

Alain Belda, CEOQ, Alcoa

Jean Tirole, Director, Toulouse School of Economics

Sara Lachte, Danish Insurance Association

Moderator: Jose Scheinkman, Professor of Economics, Princeton University

Resume:

Jose Scheinkman introduced the session with the proposition that corporate responsibility and, in par-
ticular, corporate governance is basically about asking management to do what shareholders want. The
proposition is further, that you should distinguish between what you do for all shareholders (and stake-
holders?] or on behalf of them, and what shareholder could alternatively do by themselves (philanthropy
/ donations).

Alain Belda presented Alcoa’s perspectives on SRI/ CSR via interview by Sheinkman. Belda explained the
intrinsic interdependencies between their core business and society. As a mining company and a pro-
ducer/ extractor of raw materials Alcoa is very capital intensive and dependent on its connection with lo-
cal communities. Alcoa has to be part of the local community and there is a clear business case in terms
of integrating local investments and core business activities. As a company with substantial energy
consumption there is equally a clear business case for and immediate bottom line effects of C02 emis-
sions reduction. Alcoas focus on CSR and its interdependency with local community has also reflected
positively on competitive advantage in terms of winning public procurement contracts (extraction con-
tracts). Alcoa’s CSR strategy has possible translated into competitive advantages winning extraction con-
tracts in e.g. Greenland.

Jean Tirole pointed to the fact that the concepts of SRl and CSR were very broad and were a bit “catch-
all” covering a number different activities and concepts. However, as a very basic point of departure, SRI
(and CSR?] is basically about going beyond legal obligations to contribute to the common good. And the
central question is whether there is a business case for SRI / CSR or whether this involves the sacrifice
of profits. Criticism comes from two different angels: One is that firms should not substitute for the state
(Reich) and the other is that you should not do charity with others money (Friedman). Tirole then out-
lined three visions of SRI: Vision 1 is about doing well by doing good and avoiding short-termism. Vision
2 is about the firm as a channel for citizen behaviour (stakeholders sacrificing private goods for the com-
mon good]). Vision 3 is about corporate philanthropy and where profits pr. definition) are not maximised.
Tirole continued discussing the implications for the mission of management and practice concluding with
comments on the basic “raison d’etre” as seen from the perspective of standard economics of externali-
ties: 1) Market: Protect stakeholders through contracts, exit options and (relatively) flat claims. 2) Pigo-
vian perspective: Government should be responsible for correcting market failure {through taxation, sub-
sidies and regulation etc.) — but SRl is somehow related to or could be justified to correct government
failures. Challenges include 1) problems of free riding; 2) need for information (rating agencies) and; 3).
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Sara Lachte: Presented results from two recent Danish surveys on 1. consumer opinion and knowledge
on SRl and 2. published SRI-strategies among Danish life-insurers. The presentation focussed on inves-
tors interacting with customers, companies and others: Why engage in SRI; consumer opinion and inves-
tor behaviour, challenges of SRI governance and knowledge that could encourage the process. Main driv-
ers as seen from the perspective of investors include the possibility to differentiate themselves to align
to customer expectations; to maximise return by minimising risk; to develop good relations in general; to
get ahead of the market and discover new opportunities for sustainable corporate value; and to consoli-
date long-term investment strategy. The survey on consumer opinion and knowledge indicate that con-
sumers consider SRI (ethics) to be important: 14% rate ethics over other considerations, 50% attribute
equal importance to ethics and returns while only 8% give first priority to returns. Consumers rely on in-
vestors to handle SRI (82%), but still 65% expect politicians / government to take action as well. The sur-
vey on SRI-strategies among life insurers indicate that establishing SRI guidelines is seen as the most
important general step towards an SRI-strategy (66%) while only 9% actively deselected this. Main SRI-
challenge on the part of investors is the choice between exclusion or influence. Consumers clearly pre-
fer active ownership over disinvestment (46%) while only 17% prefer immediate disinvestment. On the
investors side 45% claim they exercise active ownership. Strategies further include screening agencies
(50%), disclosure of portfolios (30%) and information about managers application of SRI-strategies (32%).
Matters for further reflection include: How to measure risks embedded in company behaviour noncom-
pliant with good CSR-behaviour? What risks are entailed in future non-compliance with SRI-norms? What
happens to the “value of SRI-risks” when SRI norms expand? How to secure the continuing focus on SRI
strategies among investors in the wake of financial crisis? Can initial costs related to the incorporation
of SRI or CSR be reduced?

6. Society’s Case:

How do institutional factors (e.g. regulation and stakeholder relations) influence SR strategies in the EU
and USA? Also, the session might focus more broadly on the role of international standards and we might
include CEO perspectives on why companies would want to join UNPRI, Global Compact or ISO standards.
How may international standards influence investment strategies of institutional investors”?

Panel:

Betina Hagerup, Deputy Permanent Secretary, Danish Ministry of Economic and Business Affairs.
Donald MacDonald, Chair of the UN Principles for Responsible Investment and Trustee of British Tel-
ecom Pension Scheme

Moderator: Robert Kinloch Massie, Board member and former Executive Director, Ceres

Resume:

Bob Massie introduced the session pointing to the risk of speaking past each other. Basically SRI and
CSR is about the role of business in society not business ethics. We fundamentally need new language
and terminology / new terms. The challenge of reporting on the full role of business in society (i.e. equiv-
alent to triple-bottom-line reporting?) captures the essence of this. We need generally accepted stand-
ards for non-financial disclosure. The GRI is such a step and a central question is accordingly: How does
GRI fit with standard accounting rules?

Betina Hagerup outlined the perspective of government and the theoretical basis for the Danish na-
tional Action Plan. The theoretical basis for this action plan is largely in line with the work of Porter
and Kramer as it rests on the concept of “business driven” / “strategic” CSR. The essence of this is
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that the business case for CSR and SRl is very much individual and context dependent. As such con-
crete initiatives by individual companies must be based on their individual interdependencies with
society and their core business activities. Betina Hagerup presented a number of illustrative cases
of companies using their core business and competencies to meet social demands. As the business
caseisarguablyalreadyoutthere (effectively dissolving the “Friedman-dilemma” or proposition that
CSR will sacrifice profits), the role of government is primarily to support the adoption of strategic
CSR.Intheoretical terms, the strategic application of CSRand SRI by companies and investors offers
the opportunity for generating extra positive externalities. The role of government is therefore not
to expand regulation into the realm of CSR and SRI should therefore not be seen as a market-based
response the classical problem of externalities. For these purposes, regulation, taxation subsidies
etc. are still relevant). Since the business case is context dependent and individual by nature, the
main implication for research is furthermore that priority should be given to qualitative case stories
revealing the full variance of business cases rather than on statistical analysis focusing on the av-
erage business case as measured by correlation between CSP and CFP.

Donald McDonald: well-governed entities are best placed to obtain optimum return for investors. Portfo-
lios are much more diversified and globalised creating increased need for applying ESG factors. We need
to look at the impact of ESG considerations with regard to emerging economies. The UN Principles for
Responsible Investment have made two initiatives to support more SRI: 1) investment clearing house —
this allows PRI signatories to pool their investments and join forces in terms of ESG investment criteria.
2] The PRI academic network which main objectives are to provide research and analysis for practition-
ers interested in responsible investment. The financial crisis and CSR: 6 proposals to what it will take to
re-establish confidence and trust: 1] We must recognize CSR as the key to re-establishing trust to the fi-
nancial sector. 2) We must have more focus on ESG factors in the financial decisions. 3] Investors must
corporate with governments in order to make companies use CSR best practices. 4) We need more trans-
parency within short term selling/buying. 5) We need to develop more sustainable investment products
— currently there are not enough available in the market. 6) We must put focus on the responsibility of
shareholders especially among the big institutional investors.

7. SR, Cost of Capital and Change:

This session lays out the state of the art forwhether SRI, measured as roughly 1in S dollarsinvested,
can influence real change? Does the boycott of a firm’s stock lead to the firm to change their poli-
cies? If so, how? Is it through the cost of capital channel? If not, what other channels? Is SRl redun-
dant if there are already boycotts in the consumer product side?

Panel:

Matthew Kotchen, Professor of Economics, UC Santa Barbara

Vinay Nair, Partner, Ada Investments

Brad M. Barber, Professor of Economics, UC Davis

Moderator: James Gifford, Executive director, UN Principles for Responsible Investment

Resume:

Matthew Kotchen presented three brief perspectives on CSR: 1) Green market and private provision of
public goods. 2] Voluntary provision of public goods for bad: A theory of environmental offsets. 3) Corpo-
rate social responsibility for irresponsibility. Kotchen with asking when is green good or SR “beneficial”?
(from an economic / utility perspective). He continued with some perspectives on impure public goods
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that are characterised by joint production and with both private and public characteristics. He pointed
to pollution externalities as an impure public “bad” and mentioned carbon offsets as voluntary provision
of a public good to offset a bad. Could CSR be seen to offset corporate social irresponsibility (CSI)? Here
Kotchen continued presenting some empirical data covering seven different issue areas and 80 indica-
tor variables in “strengths” and “concerns” respectively. The CSR variable for a company in a given year
(t] was defined as the sum of all strength items | a given year. CSI was likewise set as the sum of all
concern items in a given year. Variables were standardised for each year accounting for items being re-
moved or added. Separate CSR / CSl variables were created for each of the seven issue areas. Financial
and accounting data included a) return on assets / debt ratio and b] total assets, total sales, employees.

Brad Barber presented his study of pension funds activism and institutional activism which he called a
double-edged sword. When prudently applied, shareholder activism can provide effective monitoring of
publicly traded corporations. When abused, portfolio managers can pursue social activism to advance
their personal agendas at the expense of those whose money they manage. Social activism involves tak-
ing public stands on sensitive issues. Most institutions simply ignore these considerations when invest-
ing. Unfortunately, ignoring these considerations is not necessarily in the best interests of investors. As
part of the study Barber analysed the announcement reaction of CalPERS focus list firms indicates these
targeted and well-reasoned interventions have created $1.9 billion dollars of shareholder value. This is
surely an underestimate of the total value of CalPERS activism for several reasons. With rare exceptions,
CalPERS interventions in focus list firms are designed to improve shareholder rights. Barber concluded
that there is strong empirical evidence that improving shareholder rights improves shareholder value. In-
stitutional activism designed toimprove shareholder value should be well grounded in scientific evidence.
When moral considerations affect investment policy, investor preferences should be paramount and in-
stitutions should be carefully monitored to ensure they live up to these standards.

8. Rating Agencies and Market for SRI:

This session focuses on the difficult issues of rating firms on environmental, ethical and social consider-
ations. Are there consistent means to rating companies? Which screens are more difficult to implement?
How can markets be used to help in the process?

Panel:

Colin Melvin, Director of Corporate Governance, Hermes Investment Management Limited
Ulrika Hasselgren, President, Ethix SRI Advisors

David Lando, Professor, Department of Finance, Copenhagen Business School

Moderator: Peter Webster, Executive Director, EIRIS

Resume:

Peter Webster introduced the session by giving some proposals of good ways to get out of the present
financial crisis: Financial institutions should show leadership as responsible market stakeholders look-
ing out for the market in general. They should encourage accountability for their strategies and make
better foresights linked with action. Proposal: Market Risk Forecasts: Financial institutions should annu-
ally identify ESG factors posing risks to investors in general, effective operation of markets and market
or public confidence. This should be backed up with statement of actions taken to protect own interests,
actions taken to reduce market wide risk and actions that other stakeholders need to take. Corporations,
other capital users, governments and regulators should also take action in due time. Peter proposed a
number of questions and issues for further investigation / future research agenda: What are the problems
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for ESG ratings agencies? Should there be consistent ratings? Which screens are hard to implement?
How can markets help? When and how does ESG integration work? What are corporate experiences of en-
gagement effectiveness? How may asset owners effectively reward would asset managers? What about
shareholdervalue of stakeholder trust/confidence? Should there be a Stern review in other areas (conflict;
human rights; fair globalisation; bribery reduction)? Are there conflicts of interest within ratings agen-
cies? Which CSR management systems really work? What effects does public reporting of data produce?

Colin Melvin spoke about the problems and benefits of rating firms on environmental, ethical, social and
governance considerations and the research that is used to support the ratings. Melvin focused specifi-
cally on the following questions: Who uses this information? (Note the danger of a conversation between
‘experts’ on both sides.] If the information is produced for shareholders, the question is which sharehold-
ers and over what period? What is the information used for? Melvin continued outlining the Hermes back-
ground. Melvin described Hermes EOS as a user of ratings and research and pointed to its main focus /
action in terms of responsible investment strategies — e.g.: Supporting engagement, linking owners and
companies and analysing banks and credit crunch context etc. Examples of engagement include: BP, Su-
dan, Zimbabwe, cluster munitions, Siemens, Thyssen and Krupp. Melvin continued focussing on the ques-
tions, which might be particularly relevant for further research and investigation: 1) Is there a consist-
ent means to rate companies? There are clearly problems with consistency as GRI/CDP and other ratings
may conflict. CSR & SRl can be part of the problem and furthermore, companies may be 10 years ahead
of investors? 2. Which screens are more difficult to implement? Melvin mentioned social screens, Envi-
ronmental — Trucost example of good and problems with questionnaires. 3) How can markets be used to
help in the process? EAl and broker research could be mentioned addressing a market failure, but the
market is still failing — an issue for UNPRI to take forward? Further problem include structural problems
of short-termism in the investment industry, need better investment practice and more transparency /
accountability. Melvin pointed to CSAM / Hermes ASEAN fund as an example of good practice. The prom-
ise of (S)Rl is better alignment and sustainable growth. Without it, it is “boom or bust”.

Ulrika Hasselgren gave an overview of main SRI trends and strategies in Scandinavia. Here public pen-
sion funds are typically required by law to take ethical issues into consideration. As an SRl advisor, Ethix
works with asset owners and asset managers with both mainstream and specialized SRI-funds. In Swe-
den there are relatively many specialized SRl investors, whereas in Norway and Denmark SRl is mostly
(just) another challenge for main stream investors and funds. Hasselgren continued giving an overview
of the main strategies applied among Scandinavian investors. These include a broad selection of the usual
well-known methods and approaches such as: Engagement as well as divestment, negative criteria for
screening and best in class and positive screening. In sum, one can conclude that the criteria, definitions
and delimitation vary significantly among Scandinavian investors. However, international conventions on
human rights, environment, labour standards and anti-corruption, and the principles of corporate con-
duct —the UN Global Compact, applied through a norm-based screening are clearly a common approach
in Scandinavia. Regarding the question of consistent means of rating companies, and which screens are
more difficult to implement, Hasselgren gave some examples and pointed out that depending on the in-
vestor’s policy, ambition and scope the means to rate or screen companies, or the approach to implement
the results varies greatly, and can therefore be a challenge for the asset manager.

David Lando started by posing the question: Why is credit rating different from SRl rating?
Here a number of key difficulties can be identified: Danish Law requiring optimal returns taking diversi-
fication into account. This may justify the focus on ESG factors, but after several years of underperform-



ance company will have to leave or the board can be criticized for not reacting soon enough. If the law
would allowed investing according to SRI criteria — even at a cost — then there would not be a problem.
This problem lies in justifying screening and ranking costs. Much focus in the credit crisis has been on
the fact that issuer pays for rating. The problem lays in reliable ratings vs. price differentiation vs. the will-
ingness to pay for ratings and investors implement rating-based criteria. Good performance a pre-requi-
site for success. Only when they differentiate are they interesting for clients. The problem can be illus-
trated with this analogue: A student pays to go to a university who then rates the students’ exams. Will
this affect the university’s grading of the students (Grade inflation)? Can agencies provide a fee-based
service for SRl rating? Where ratings are going? The ratings used today seems to be scores in a variety
of categories, allowing investors to engineer their own rating. This is similar to publishing a company’s
accounting ratios etc. and let the investors use their own weighting (using statistical methods ). We may
see a certain concentration of agencies because there is a limit to how many surveys companies will re-
spond to. Big rating agencies will publish extensive reports on rating performance investigating how rat-
ings did in asset classes, countries, how they depend on outlook watch lists etc. Further questions by
Lando include: Is there a historical sense in which SRI ratings can be evaluated? How do we track per-
formance of SRl ratings?
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Questions

Long list of questions:

The following list of questions were posed either directly by the speakers, or can be, we be-
lieve, derived from the discussions and may point to a future research agenda. The questions
are listed here in chronological order according to the roundtable sessions 1-8

« Does the ability or extent to which these funds factor in CSR/SRI explain variations in how they have
been affected by the financial crisis?

« Do investors (hedge funds and venture capital funds) apply quantitative measures when factoring in
CSR/SRIin their investment practices (e.g. by using constant / average multipliers for values assess-
ments) or purely qualitative and individual measures?

« What is the ultimate objective of CSR / SRI?: More successful companies, investors or a market sys-
tem that rewards public good creation?

 Has research reflected the complexity of of SRI?

« Doinvestment models reflect the complexity of the business case?

= How closely can the “map” approximate the “territory”?

« Is the meta-metric related to management effectiveness — l.e. governance, information input & man-
aging change and complexity?

= Is “CSR” an absolute? If not, how much is “enough”? And who decides?

- Do dilemmas of collective action (e.g. free riders] prohibit exercise of strategic philanthropy / CSR?

- Are individual business cases strong enough to overcome the potential free rider dilemma involved in
producing public goods via CSR activities?

- Isitpossible to design strategic CSR activities so that the benefits to the company are sufficiently “pri-
vate” to eliminate free riders?

« Are general measures of the relationship between CSR and CSP (correlation] irrelevant considering the
individual nature of the concept of strategic CSR/philanthropy?

« Should research focus more on case studies and qualitative analyses (new path of exploration) to re-
veal the variance of effects of CSP on CFP rather than quantitative studies of average effect size?

« Should research focus on qualitative studies with the purpose of contributing to further theoretical de-
velopment of the Porter/Kramer theory of strategic CSR/philanthropy?

- Porter/Kramer’s (generic) theoretical framework as presented in “Strategy & Society” (HBR, Decem-
ber 2006] invites further theoretical development and sophistication. A research agenda could focus
on the categorisation of social issues and interdependencies by individual company level idiosyncra-
sies and / or branch and type of industry etc.

« Can the PRI signatories actions be explained by profit-maximizing alone, or might there be other moti-
vations? This could use the PRI Clearinghouse as a data set.

« How can we explain the differences of opinion between investors and companies? This could look spe-
cifically at engagement, and involve analysis of the investors’ position and the company’s responses
(probably needs to be interview-based).

= Is there a relationship between likelihood of raising ESG issues by an investor and the “nature” of that
investor? e.g. long vs short? OECD vs Emerging Market? retail vs institutional?

« Do governance models that build in stakeholder engagement into decision-making lead to more suc-
cessful companies, over what time? The premise is around alignment of interests. We accept (I think])
that companies are more successful if their governance models more closely align owners’ and man-



Questions 23

agers’ interests; what about if we expand the set of interests to include employees? supply chain?
communities? NGOs? i.e. this is a proxy for testing if a company’s governance seeks to align the in-
terests of the company with the interests of society.

What is the relationship between the emergence of CSR-related standards in a sector (e.g. FSC, MSC,
FLO, BREAM, ...) and the actions / attention of investors? |.e. to test the degree to which having a “rec-
ognised” standard helps either create a business case or helps create a basis for investor comparison
and engagement.

Is there a link between “commoditisation” and responsible investment activity? i.e. this tests the
premise that the less of a difference there is between the product/service quality and price, the more
intangibles including CSR become part of the competitive context.

What is the distinction between the ethical, the political, and the financial?

To what extent do investors have the same interests, and to what extent do they diverge?

What are the "virtues” that we need more of in the financial markets — and that institutional investors
can ask for?

How can we help each other become more long-term oriented?

Are institutional investors particularly dependent on or interested in stricter regulations and corporate
governance standards in the light of financial crisis?

Are pension funds less susceptible to pursue high risk investment opportunities and therefore less de-
pendent collective standards for corporate governance (Given their focus on long term profitability)?
On the micro-level, to what extent can we rely on rational actors to produce collective goods?

To what extent individual companies at all be seen as rational actors and how might the organisational
/institutional characteristics (e.g. different forms ownership] of a company influence on decision mak-
ing and rationality?

Can we at all talk about responsibility of companies / corporations in terms of moral behaviour?

To what extent can we rely on strategic philanthropy and CSR to overcome dilemmas of collective ac-
tion?

How to measure risks embedded in company behaviour noncompliant with good CSR-behaviour?
What risks are entailed in future non-compliance with SRI-norms?

What happens to the “value of SRI-risks” when SRI norms expand?

How to secure the continuing focus on SRl strategies among investors in the wake of financial crisis?
Can initial costs related to the incorporation of SRI or CSR be reduced?

To what extent does CSR rely on corporate governance standards?

Must standards of corporate governance be universal or rely on international / global standards to avoid
unequal competition or a race to the bottom?

In general do global regimes or principles for corporate governance become more important as global
trade and movements of capital increase?

Is there a conceptual / fundamental difference between CSR and SRl in terms of the relevance of fo-
cussing on case studies and variance of business cases as opposed to focusing on the average sta-
tistical business case?

As opposed to individual companies, would institutional investors be more focused on the average
business case for SRI as they rely more on the general profitability of CSR? (To the extent that their in-
vestment portfolios cover a wide range of different companies and branches)?

Should CSR and SRI be seen as a way to have companies cure what ails us (the negative externalities
view) or should it be seen as increase total social utility through positive externalities?

Is retrospect analyses of the magnitude of SRI (as 1 in 9 dollars) at all indicative in terms of predict-
ing future practices?

Does the financial crisis make it more difficult to calculate the future magnitude of SRI?

Is there a historical sense in which SRl ratings can be evaluated?

How do we track performance of SRl ratings?

What lessons from the experience of responsible investment and corporate responsibility may be rel-
evant to generally fixing the world’s financial systems going forward? (Peter Webster).

Does the financial crisis prompt rating agencies to alter or modify their rating practices?
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Foreword

Danish businesses are doing well at
present. Danish competitiveness is develop-
ing strongly, and Denmark generally scores
high in international surveys and compari-
sons.

Surveys also show that Danish businesses
have progressed far in the context of social
responsibility, a position we want to main-
tain and develop. The Government intends
to see this strong position enhanced and
utilised so that Danish businesses win
advantages on the global market by being
responsible.

By the same token, a responsible corporate
sector will help market Denmark favour-
ably in other countries. For this reason, the
Government wants to give businesses the
optimum framework within which to con-
duct their social responsibility work —

in both Denmark and the global markets

With this action plan, the Government
wants to promote social responsibility and
help Danish businesses reap more benefits
from being at the global vanguard of cor-
porate social responsibility. It will underpin
the goal of making Denmark and Danish
businesses internationally renowned for
responsible growth.

The action plan should be seen as a con-
tinuation of the Government globalisation
strategy, in which strategy the Government
pledged to support businesses’ social re-
sponsibility work. The action plan also sup-
plements the Government’s draft proposal
for a sustainable development strategy,
“Green Responsibility”, the environmental
technology action plan, the Government’s
action plan for marketing Denmark globally,
the Government’s trade-policy strategy
and the Government’s plan for future fiscal
policy “Towards new goals — Denmark 2015
— sustainable welfare and growth”.

— The Government






1. Summary

Globalisation means that financial, cultural
and political ties across national borders are
becoming ever closer. This process creates
a more open world, offers new opportuni-
ties. Trading among countries is explod-
ing, coupled with increasing international
division of work such as outsourcing. This
development generates growth and boosts
prosperity.

But globalisation also fosters — and makes
manifest — a range of challenges. The world
has the common challenge of ensuring that
the poor countries share in global devel-
opment and thus attain better social and
working conditions. We all face the chal-
lenge of solving transboundary environmen-
tal and climate problems and of combating
escalating international crime and terror-
ism. We also share the challenge of further
advancing the observance of human rights
all over the world.

Any one country cannot meet such chal-
lenges alone. They require active coop-
eration between nations and a common
understanding of where we want to go.

A range of international regulations cover
these areas, but many countries’ failure to
enforce, fully or even partly, these regula-
tions poses a challenge. Denmark will con-
tinue to participate actively in solving global
challenges and pressing for common rules
to be adopted and efficiently observed.
Denmark is set to host the 2009 UN climate
summit (COP15), envisioned to culminate
in a new global climate agreement on
reducing greenhouse gases after 2012. In
that capacity, the Government will strive to
ensure an ambitious agreement involving all
nations.

However, governments alone cannot meet
these challenges; they require cooperation
between various players in society.

Not least businesses play key roles in con-
tributing to solutions to social challenges.
With their market awareness, flexibility and

innovative power, businesses can rapidly
and resolutely find solutions to national and
global challenges.

In many instances, businesses can also
help fill the gaps where rules have yet to be
established or where existing rules are not
efficiently imposed. Such measures could
take the form of requiring a foreign supplier
to observe basic labour and human rights.

Thus, a business’ behaviour and conscious-
ness of its social responsibility can produce
any number of results unattainable through
legislation and rules. Internationally, this is
called “Corporate Social Responsibility”,
abbreviated CSR.

Corporate social responsibility is high on
the international agenda, and Denmark is

a country where many businesses have
embraced this agenda. Through this action
plan, the Government aims to intensify and
support Danish businesses in continuing
their active work of social responsibility,
thus helping to improve conditions in the
countries with which they trade or have set
up business. The Government will focus on
business-driven social responsibility and in-
ternationally recognised principles for social
responsibility.

Business-driven social responsibility
Globalisation entails intensifying competition
between businesses, a positive develop-
ment in itself. It helps to promote innova-
tion and enhance efficiency to consumers’
benefit. Conversely, it puts heavy demands
on businesses’ competitive powers. If
exclusively focusing on enhancing its sur-
roundings, a business risks being rapidly
out-rivalled by competitors that focus more
intensely on their earnings ability. This ben-
efits no one.

However, recent years’ development shows
that businesses’ ability to assume social
responsibility at national and international
levels has impacted on their business suc-



cess — irrespective of the business’ size.
Consequently, a business’ practice of
showing responsibility need not clash with
its additional desire to strengthen its com-
petitiveness and basis for higher earnings.
On the contrary, it seems. Increasingly, re-
sponsibility seems to function as a competi-
tive parameter, particularly for businesses
acting on the global markets.

Today, six out of ten Danish businesses face
CSR requirements from their surroundings
(Gallup, 2005). Corporate customers and
investors pose requirements to businesses’
management of human rights, labour rights,
environmental protection, climate respon-
sibility and corruption. Employees expect
their workplaces to show social responsibil-
ity, and consumers are putting increasing
focus on sustainability when purchasing.

At the same time, innovation focusing on
social responsibility paves the way to new
markets.

But how a business chooses to work with
CSR is not insignificant. Businesses and so-
ciety each reap the optimum benefits from
CSR work, if it constitutes a natural part

of its business strategy and core compe-
tences. This action plan refers to this aspect
as business-driven social responsibility.
Business-driven social responsibility entails
that businesses consider social challenges
not only as aspects impacting on business
operation, but also as conditions they can
actively influence and utilise.

The idea of “business-driven social respon-
sibility” is gaining a stronger and stronger
foothold. The concept implies that a
business should strive to combine respon-
sibility and its core business. It might, for
instance, be more appropriate for a stove
manufacturer to focus on developing
environment-friendly and energy-efficient
stoves, since that would benefit the busi-
ness’ competitiveness as well as society
in general.

The Government’s focus on business-driven
social responsibility in the action plan is

not meant to denigrate the many efforts
that businesses, investors and a range of
voluntary, private organisations expend to
contribute to positive social development,
efforts that may not necessarily improve
competitiveness. On the contrary, such
wide, non-profit activities with their intrinsic
social values are equally important and can

co-exist with companies’ business-driven
approach to social responsibility.

Responsible growth — an international trend
Many countries have focused more
sharply on businesses’ roles as regards
responsibility, including in light of debated
issues like outsourcing. In that context,
the agenda has featured the question

of how businesses utilise compara-

tive advantages while keeping in mind
that outsourcing should not spark off a
race-to-the-bottom in terms of regulatory
frameworks.

To support businesses’ CSR work, the UN
Global Compact initiative has laid down
ten general principles for how businesses
can assume social responsibility in the
contexts of basic human rights and labour
rights, the environment and anti-corruption
principles. For investors, the UN has set
up separate principles — Principles for
Responsible Investment (PRI) — that urge
investors to be active owners who embed
social, climate and environmental condi-
tions in their investment analysis and deci-
sion processes. Under the auspices of the
OECD, guidelines have also been set up
for CSR work.

At the same time, a number of countries
have launched various measures aimed at
prom