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The United Nations Global Compact is the world’sgé&st corporate responsibility initiative with ové/500

business signatories in more than 140 countried, 181 Local Networks. Participating companies — kivay

with an array of non-business stakeholders — cortoratign their operations and strategies withuaiversally

accepted principles in the areas of human rigltsour, environment and anti-corruption, as welt@asake

actions in support of broader United Nations gaish as the Millennium Development Goals. Launcined
2000, the mission of the UN Global Compact is teaamte the practice of corporate sustainability gliyh

recognizing that responsible business actions cdenmpin economies with values essential for mostasuable
and inclusive growth. More information: www.ungldt@mpact.org.




Report Summary
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As Governments and the United Nations look ahea®0ttb and the deadline of the Millennium Developm
Goals, the United Nations Global Compact has bekadto bring business and investor perspectivésaations
to the post-2015 global development agenda. The3tidsb era provides an historic opportunity to eagb and
align business efforts in order to contribute tateh Nations priorities at unprecedented levels.

In a globe-spanning series of consultations, suwnand focused discussions held over the past trearsands of|
companies committed to responsibility and sustaiityathave offered their views. It is hoped thae#e inputs
from business will help the world body in its delfhtions on an agenda to follow up the ongoing essxEs ang
challenges of the Millennium Development Goals (MG particularly as it relates to the role of prevate
sector in contributing to the achievement of glopahls. Businesses consulted by the UN Global Cotrgoae
energized by the prospect of a newly articulatecbsevorld priorities, and by the interest showntmth United
Nations Member States and the United Nations Sagr&eneral in the viewpoints of the private sector

This report contains business perspectives anadmeemdations in three areas:

1. Determining the core of a post-2015 agendancluding suggestedustainable development goals and
targets, categorized around the following issues:
* The Poverty Apex An end to extreme poverty and a strong startxdaneling prosperity to the majority

of the world’s people are now achievable. The hatka of this campaign should be sustained econgmic
growth that is inclusive and more equitable; monmed eetter jobs; and access to credit and
entrepreneurship opportunities, especially amoegtior.

« Human Needs and CapacitiesProgress and unmet challenges in the core MD@saoé education
health and advances in the standing of women atslrgied to continue past 2015 — all closely relate
poverty and its eradication.

» The Resource Triad The resource triad of water and sanitation, gnargl climate, and agriculture and
food bring together the three pillars of sustairatdvelopment. Each meets basic human needs, das th
capacity to power sustainable economic growth amtiréctly related to climate change.

* Enabling Environment: Good governance and respect for human rightsngetof peace and stability,
and more modern and greener digital and physi¢alstructure are enabling factors important enaiogh
be elevated to worldwide goals.

2. Outlining how toengagebusiness and investors towards sustainable developmt goals,including:
* Global corporate sustainability movement, basedroversal principles and accountability measurgs
» Accountable corporate commitments aligned with glatevelopment goals
* Global issue platforms
* Industry sector initiatives
* Implementation mechanisms and networks that fat#lipartnerships and collective action
* Business-led sustainability networks at the coulavgl
» Initiatives on private finance

3. Recommending waysthat Governments can advance inclusive and sustaibke markets, including
through multilateral cooperation and trade, pricingentives, procurement and transparency, fingnén
inclusive markets, state-owned enterprises, andwaging and supporting responsible business peacti




l. INTRODUCTION

As the Millennium Development Goals 2015 deadlippraaches, Governments and the United Nations
are working to set global priorities for the po8tt8 period. The post-2015 era presents an historic
opportunity for the international business communit contribute to the attainment of worldwide
sustainability and development objectives.

The United Nations Global Compact, as the worldigést corporate sustainability initiative, waseakk
to assess and report on the views of businessrieadeglobal sustainability priorities, and spexfiy
how business can contribute to advancing and aiclgeliese goals in a post-2015 context.

Following a globe-spanning series of consultatiwsyeys and focused discussions held over the past
year with thousands of companies and investois ciear that businesses committed to respongilaifid
sustainability are energized by the prospect ofwly articulated set of world priorities — whictclade
clear goals and targets — and by the interest stgwthe United Nations Member States and the United
Nations Secretary-General in incorporating the peints and capabilities of the private sector. The
United Nations post-2015 agenda presents the apptytto shift to a new paradigm in development
thinking by fully recognizing the central role afi¥iness.

Business and Development

Economic growth is now largely derived from buskestivity, with private financial flows moving
around the world now far exceeding official aidgoants. Business has long set the pace in supgingar
the productivity of human endeavour, defeating aige communicating and computing, and drawing
more nutrients from the soil, for example. Todagnsformative solutions by business exist with the
ability to have profound impacts on areas includemgrgy and climate, water, agriculture and food,
corruption and gender equality. Business is alspemsingly moving into innovative and new opportyini
spaces that drive corporate and investor succe#s deélivering societal value, such as helpingito |
people out of poverty through social enterprisdereloping green products and processes.

Businesses have a built-in motivation to see dgmént succeed. Quite simply, business does better
when the world does better, and is literally atoaslin a setting of disease, strife, environmental
breakdown, illiteracy, abuse of human rights, aaloit government practices and impoverishment.

Emerging in the twenty-first century, and recogdiimplicitly in the year-2000 Millennium Declaratip

is the historic convergence between incorporatiosogial and environmental dimensions into business
models, and the enterprise-oriented developmenkitig of Governments and multilateral institutions.
Engaged companies are taking part in the globatldpment agenda through their business models and
practices, and more Governments now advance caepaugtainability as a complementary solution.

Corporate sustainability — defined as a compangBvery of long-term value in financial, social,
environmental and ethical terms — is becoming anstegam concept globally, including in new and
unexpected ways in the emerging, developing antqedralized economies. It is from these countries
that the UN Global Compact now draws roughly h&it®participants, and where much of the growth in
initiative’s 100-plus national networks is takinigge.

Businesses that integrate sustainability into tbpierations are finding themselves in positionoaf)-
term strength: Opportunities for risk managemeety markets, and product and service innovation open
up. Consumer confidence and loyalty are strengthene



Companies also have responsibilities. They areeawingly aware that they need to earn and maiatain

social license to operate, as well as a legal @wrporations face increasing expectations from
stakeholders to manage their societal impactsudnety on human rights, labour, the environment and
corruption. Corporate sustainability, thereforeiaéa bothrespectfor universal principles in these areas,

as well as proactiveupportof a sustainability agenda.

Mirroring the growth in corporate sustainabilityeathe responsible investment and sustainable fenanc
movements, whereby increasing numbers of long-festitutional investors are adopting principles of
sustainability — with the means for unleashingttilkons of dollars in investment that will be neiged

for innovation, infrastructure and service delivesymeet human needs.

Business and the Millennium Development Goals

For committed companies in both the North and thetlts the Millennium Development Goals (MDGS)
have served as a helpful resource in setting their principles, priorities and targefsven without a
supporting role identified in the original Millennm Declaration or MDG blueprints, business
has had a hand in many of the main MDG successekiding: reducing the hold of extreme
poverty on the world's population; halting disead#® HIV/AIDS and malaria; connecting and
empowering people around the globe through molglephony and the rise of digital capabilities;
contributing to the emergence of Africa as a coitipetglobal force with diversifying economies; and
advancing modern energy sources, such as solaviadcenergy.

As a globally-recognized framework, the MDGs furthere facilitate collective action by businesses on
issues such as water management and women’s empewnigrand the development of partnerships
involving Governments and non-governmental orgdamma (NGOs). The MDGs have also helped
competing businesses act on common interests, aedsd players such as Government, NGOs and
business to speak a common language.

A United Nations global programme to follow up dretsuccesses and experiences of the MDGs is
therefore seen as an historic opportunity. Busiress a central role to play. As Governments work
towards a post-2015 agenda which may include @geats and targets, the UN Global Compact urges
that the agenda be designed with business engagémamd — allowing for maximum alignment with
corporate strategies and multi-stakeholder partigss that can contribute to achieving global
sustainability priorities at unprecedented levels.

Consultations with Businesses on the Post-2015 Agenda

Perspectives on the post-2015 agenda presented in this report are based on a range of consultations with business:

From January to April 2013, country-based Local Networks carried out 43 consultations on the post-2015 agenda in five major
regions. Over 500 corporate participants attended. Consultations took place in the following countries:

0 Americas: Brazil, Colombia, Paraguay

Asia/Australia: Australia, Bangladesh, China, India, Indonesia, Japan, Pakistan, Singapore, South Korea, Sri Lanka, Vietham
Europe: Belarus, Bulgaria, Greece, Germany, Macedonia, Netherlands, Nordic Network, Spain, Switzerland, Turkey, UK
Middle East/North Africa: Egypt, Gulf States, Iraq, Syria

Sub-Saharan Africa: Kenya, Uganda, Zambia
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A series of highly focused discussions within Global Compact LEAD - the UN Global Compact’ s leadership platform comprised
of 56 highly committed and engaged multinational corporations — have taken place since the 2012 Rio+20 summit and the
aligned UN Global Compact-organized Corporate Sustainability Forum.

In March 2013, companies participating in UN Global Compact issue platforms on water and on corruption devoted their
annual meetings to discussion of their relation to a post-2015 agenda. Over 250 participants attended the meetings. Further, two
webinars were held with signatories of the UN-supported Principles for Responsible Investment.

Also feeding into the report are the views of 1,712 companies from over 100 countries in the most recent UN Global Compact
Annual Implementation Survey, conducted from November - December 2012.




I DETERMINING THE CORE OF A POST-2015 AGENDA

Thousands of UN Global Compact business particgppameére surveyed and consulted on global
development priorities they consider central to &yre development agenda — which builds on the
Millennium Development Goals and the MDG system.

One very broad conclusion is that, for their nataiccesses, the MDGs underplay economic factats th
are driving forces in achieving social well-beinghile subsuming an important array of environmental
and human-need challenges under the single MDG Goalpost-2015 agenda, therefore, should finish
the job of the MDGs in social priority areas of lleawomen’s empowerment and education, while
expanding the environmental goals and placing maphasis on enabling environment.

Below is a visualization of recommendations by bess on issue prioritization, organized into four
overarching areas: Poverty; Human Needs and Cagmcithe Resource Triad; Enabling Environment.

Post-2015 Issue Area Priorities
The Poverty
Apex
Prosperity
& Equity
Women's Human Needs
Empower- & Capacities
Education sHEnk & Health
Gender
Equality
The Resource
Food & Water & Energy & Triad
Agriculture Sanitation Climate
Enabling
Peace & Infrastructure Good Governance Environment
Stability & Technology & Human Rights
Source: Global Compact LEAD consultations

At the apex is the overarching vision of moving gweom poverty and toward a level of worldwide
prosperity. The next level addresses social andahuneed factors that are also closely related venbp
and its eradication. Together, these four incotgothe heart of the current MDG programme. The
resource triad expands on MDG 7, to include resoareas which are highly connected, meet primal
human needs — and all are integrally tied to theses and effects of climate change. At the basdbeof
pyramid, the issues include a broader array of lemaliactors that set the foundation for successful
action in the levels above; conversely, withoubliddsbase, the entire structure will crumble.



Urgency of Sustainability Challenges and Potential for Business Impact
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Potential Positive Impact by Business

In the 2012 UN Global Compact Annual Implementation Survey, companies were asked to identify which
global priority issues they believe to be the most urgent, as well as which issues their company could have the
greatest positive impact on in the future. 1,712 companies from over 100 countries responded to the survey.

Source: UN Global Compact Annual Implementation Survey 2012

A) The Poverty Apex

The starting point of a new development agendaldhmeia continuation of the main point of addrefss o
the Millennium Development Goals, and one of ithal achievements: a concentrated attack on poverty
The condition of poverty overlaps with other soaigleds and its existence in an extreme form is an
affront to human dignity. On the economic side,grtywrepresents a main impediment to the bendif#s t
markets and entrepreneurship can deliver.

The effort will depend on economic growth basedquity and inclusiveness. This economic imperative
is also one that is being embraced and acted ¢heblyeast Developed Countries (LDCs) and the Affrica
Union, where they are prioritizing increased inwestt, improved human capacities, more and better
infrastructure, and the leveraging of developmeasisiance for private sector development.

At the centre of inclusive growth is the creatidmwre jobs, but these must be quality jobs thdiolgh
international labour standards — considering tl@ap@r cent of the world’'s employed people live belo
the $1.25/day level. There should be social praedor the jobless, and skills training that reeglout
to women and vulnerable or marginalized groups.

The new agenda should also address opportunitieenfoepreneurship, especially for women and youth.
Reduction of barriers to starting or formalizing emterprise is a first step. The position of theldie
half-a-billion smallholder farmers — about half them women — should be advanced as part of this
process. It should also address opportunities Hfermajority of the workers in many of the poor and
developing countries who are engaged in the infos®etor.



How Should a New United Nations Agenda for Development Address Poverty?

Ensure economic growth that is
fairly consistent over the years and
benefits everyone

Open up avenues for entrepreneurship,
including for the poor

Mandate social safety networks that
guarantee healthcare, housing, education
and retirement for everyone, including in
developing or poor countries

Step up official development assistance
(foreign aid) dramatically

Find ways for business to increase
hiring as growth occurs

Set up social protection measures,
including public sector jobs, to help
the unemployed
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Source: Global Compact Local Network consultations

The advance of micro-finance needs to be followgdby a broader array of instruments at the mingd an
mid- levels. Small and medium-sized enterprisesESMn Africa, for instance, identify lack of fine@

as a primary handicap. Broader financial intermiaiiacan also be a strategic means to engage women
and marginalized groups.

The hallmark of the post-2015 agenda on povertyoisjust the identification of the need, but explic
means to bolster social capacity and build streagtbng the poor.

One critical but often overlooked factor is the MD@licator related to labour productivity. With
productivity levels in the developing world onlyefifth of the developed world, it should be a ptio

to significantly raise productivity in these natioto unleash higher standards of living and ecoaomi
development that, in turn, would provide the depebb world with badly needed market expansion. A
large productivity increase, if it is to happen]lwdepend on successes in other areas of a post-201
agenda — full integration of women in workforcesl d@adership positions; healthier and better e@uakcat
workers; a citizenry confident in respect of theghts, a further spread of the digital revolutiand
stronger and greener infrastructure; good govemand abolition of the added transaction costs sago
by corruption; a supportive relationship betweeoneeny and environment; and peace and stability.

The prospect is of a world predicated not only loe dbsence of the most extreme forms of poverty, bu
of a general standard of widespread prosperity.

B) Human Needs and Capacities
Support for meeting human needs and building cépaccontinues to command broad public and

political support. Three areas that have figuredngfly in the MDG campaign and will be crucial to
meeting a post-2015 agenda are: education, headthdvances in the standing of women and girls.



® Education

Business leaders feel strongly that that the p0$&2genda needs to strongly address education.
It is a pathway to better-paying and more prodecjobs, without which an economy cannot
grow and people will not prosper. While continuitige drive to extend primary school
attendance, the focus should shift to outcomes t—just bringing children into a one-room
building, but providing teachers, curricula and eni@s including, as possible, computers and
Internet access — that prepare them for their éstais citizens, employees and entrepreneurs. As
part of preparing for the future, sustainable depelent should also be incorporated into
curricula at all levels.

In addition to ranking as the most urgent develapnpeiority in the UN Global Compact’s 2012
annual survey of companies, education is also @a \@here business leaders feel they can make
a difference. From the corporate perspective, legrtakes place at workplace and managerial
levels, as well as educational institutions. Iniadd, there is the prospect of better coordination
between employers and education, so that gradaegtegrepared to fill job opportunities, with a
payoff in lower rates of unemployment and higherdoctivity.

(i) Women’s empowerment and gender equality

The empowerment of women and girls is a main drofetevelopment. The full incorporation of
women’s capacities into labour forces would add@etage points to most national growth rates
— double digits in some cases. Gender equity, & basnan right, produces the double dividend
of benefiting women and children, and is pivotathte health and social development of families,
communities and nations.

The promotion of knowledge, education and skilldebng for women and girls should be a key
part of the post-2015 agenda, along with suppartwfomen entrepreneurs and women-owned
businesses. The right to access and ownershipdtiptive assets should be emphasized.

The prospects for employment for women outsidéheftiousehold or informal sector need to be
improved. A key area to be addressed, along withosverment and education, is discrimination
in hiring and pay. Global Compact Local Networksauntries where gender roles are narrow or
restricted report that the workplace can be aditieg environment for many women. It is a place
where they are relied upon and can utilize thgdabidlities — helping to contest stereotypes.

A major impediment to empowerment and well-beingidence against women and girls. This
practice, and attitudes that condone such violenae, be combated within and outside the
workplace.

(i) Health

Health is a major determinant of the success aoduativity of a work force, and a major
industry in its own right, involving pharmaceuticGampanies, services, clinics and professional
associations. Multinational medical care and phasutical firms, acting with other institutions
and stakeholders, are in a position to advancentlegration of research, production facilities,
major health care institutions and local clinidselping respond to global challenges.

Businesses are involved commercially and throughtednNations partnerships with the
provision of basic health services and micronutsefor mothers and children in the first



thousand days of life (from conception through selcdirthday) — a major determinant of
personal and social well-being in future years.

Discussions by companies participating in Globaimpact LEAD point to an orientation that is
organized around a well-resourced, agile globalesyshat can respond to needs as they arise,
guided by a person-centred care ethic.

Building on the success of the MDGs in addressigg lkealth challenges, the post-2015 agenda
should tackle a broader set of communicable anecoommunicable diseases.

C) The Resource Triad

Business leaders recognize that a sustainabileyn@a must have global aspirations — as climategghan
volatile weather, crises related to food and watesilability, and limits on mineral and biodiveysit
resources all have planetary settings. Three atetscome to the fore in business discussions are
water/sanitation, energy, and food/agriculture. FEageets a primal human need; provides critical
resources for economies, especially in the devetppiorld; and overlaps with the others in terms of
management and impact. All are integrally tiedhe tauses and effects of climate change. As akthr
issues are interconnected, a “nexus” approach bellrequired in addition to addressing each issue

independently.

Which areas of action should be the top priority for the world in the years ahead?
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® Food and agriculture

A direct line to poverty eradication worldwide improvement in agriculture and the situation of
smallholder farmers. Agri-business has a major tmlgay in renovating agricultural systems and
farm management practices, increasing vyields andmgting rural development. The
improvement of the agricultural sector is highlyarable to technology, investment and upgrade
of public infrastructure

Businesses are getting involved in food systemsdtiatch from production to distribution and
consumption. Many agri-businesses and store chames integrating smallholder farmers,
including women and marginalized groups, into thésed chains, helping connect them to
markets. The divide that sometimes exists betwegtimational food and agricultural firms and
local farmers in the developing world also needsd@ddressed. Such efforts can unleash greater
productivity and build a stronger agricultural baggwell as advance social justice.

At a fundamental level, companies that processriloige and sell food products all are charged
to do no harm by ensuring the safety of their potgluncreasingly, they are being challenged to
upgrade nutritional value and help consumers ardghadvorld avoid problems associated with

obesity, diabetes and chronic diseases. The UN i&uiBrinciples on Business and Human

Rights assigns responsibility to identify and addrkeow activities such as land use, pollution and
water treatment impact people and communitiesudiol rights to food and health.

With regard to the environment, there is a largsidg potential for increases in scale and
improvements in technology to reduce the envirortalémpacts of farming. For example, drip
irrigation improves yields, conserves water and ardadaptation to climate change challenges.
Better transport and storage techniques and infictste will reduce the wastage of fresh food.
Sustainable natural resource efficiency and managemaiso need to be extended to forestry and
protection against de-forestation, oceans andrishieand other ecosystem reserves.

(i) Water and sanitation

While the MDG target on water access has been heichof schedule, unless further action is
taken it is predicted that two thirds of humanityl Vive in water scarce or water stressed regions
by 2030 — based on factors including populationamgng urbanization and climate change. As
well, little more than half of the developing wopdpulation had individual access to improved
sanitation facilities as of 2010. Waste matteresching into groundwater, compromising water
supplies, bringing disease and polluting farmlands.

Worldwide, the ability to maintain adequate sugplyagriculture, industry, and cities and human
settlements is in jeopardy, along with the natlifalthat inhabits streams, rivers, wetlands and
lakes. As a major water user, the first imperatorendustry and agriculture is to halt destructive
practices, such as not treating water dischargewer-using consumption in the manufacturing
or agricultural practices. Embracing the new, liglisoncept of corporate water stewardship will
therefore be critical in the new era.

In areas where people are not connected to watterayinfrastructure, this necessity of life
becomes a fixed cost, like food and energy. Utiligustries and public private partnerships have
extended the water grid, but more progress is nmeedmeet demand and eradicate the alternative
of women and children carrying water from farawayrses. Along with travel to primitive
sanitary facilities, these practices reduce chafmean education or job, and are hazardous to
physical safety.
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(iii) Energy and climate

Understanding the risk factors of finite amountsti@fditional energy resources and climate
change, clean energy achieved through efficiencgsmnes and new sources must be part of the
post-2015 world.

Fossil fuels currently account for the great buikhe world’s primary energy mix. Carbon-based
sources are not only finite, but also contribute tajority of annual global increases in carbon
emissions, which is a major driver of climate cheang

The challenge of finding new sources as replacesnenttompounded by the need to bring
dependable, affordable sources of energy to thebillin people who lack access to this
necessity of modern life, as well as to industrihie developing world. Access to modern energy
is essential for the provision of clean water, wditin and healthcare, reliable and efficient
lighting, heating, cooking, industry, transport datkcommunications.

Concerns that achieving modern energy access lfovaaild unduly magnify the challenges of
energy security or climate change are not well gded. As the poor partake in global
consumption to such a limited degree, energy acfesall would only impact global energy
demand by an estimated 1 per cent by 2030, andegn@xxsions by 0.6 per cent.

Even as efforts are made to extend traditional gghgrids to those who are unconnected,
business innovation is leading to alternative sohgt Just as technological capacity and the low
cost of mobile phone technology rushed in whereplgewere waiting for landlines, so are new
forms of locally independent energy sources bemgetbped and marketed using the elements of
sun, water, wind and warmth from the planet’'s sutfage. As part of the post-2015 development
agenda, these efforts must be supported and etkevate

How should a new agenda address environmental sustainability
working within planetary boundaries?

The focus should be on renewable energy and
innovation that improves energy efficiency and
reduces pollution in traditional sources,
making energy cheaper and more accessible

A true price should be set on water use by
farms,industry, cities and individuals, with subsidies
reserved for priority areas and poor consumers

Emissions targets should be left to COPs nego-
tiations, but ways should be found to encourage
and reward positive steps and innovation by
businesses and governments

The external costs of fossil fuels (pollution, land
degradation, etc.) should be included in pricing,
driving up the price and allowing renewable
energy to become competitive

Hard and fast ceilings for carbon emissions
should be set for all countries

| | ] | | 1 |
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D) Enabling Environment

Business can best carry out its functions and tnrié to society in enabling conditions, which ¢ a
level playing field, rule of law, dependable infragture, and a stable social and political enwvinent.
Additionally, environments which support responsibhd sustainable corporate practices are essential
Business can assist in the establishment of abdelitnd sustainable enabling environment, however a
clear distinction must be maintained between pubiid private sector capabilities and responsigditi

) Peace and stability

Countries with severe economic and social challertgad to be those that are sliding into,

immersed in or emerging from war or severe confl@overnments and the international

community hold primary responsibility in the ardgpeace and stability; however, business also
has a critical role to play.

A company’s decisions on investment and employmesfations with local communities,
protection for local environments, and securityangements can help a country overcome
conflict, or exacerbate tensions that fuel violeimcthe first place.

Companies can play a supporting role through resptenpractices that bring together and treat

people with an even hand, regardless of their etlonireligious persuasion and whether as

employees, customers, clients or suppliers. Busiak® must abide by appropriate standards and
conventions protecting civilian safety, as wellthsse regarding transnational organized crime

and illicit money transfers. It is essential fomgmanies to conduct due diligence to identify and

address any adverse impacts their operations magydrahuman rights.

(i) Infrastructure and technology

The worldwide infrastructure of computers, digiggstems and the Internet that has been put in
place is multiplying productivity and playing a ¢eah role in economies. Innovations such as
smart mobile telephony are opening up pathwaysobpbverty, and widespread connectivity is
hastening new forms of collaborative, bottom-upamigation. Over the next 15 years, these
innovations should be rolled out to reach and bealbf

Transportation infrastructure, power facilities amkrgy and water grids, conversely, have been
de-prioritized in many spending plans in recentrge@hey are critical to poor nations in building
productive capacity, as well as to highly developedntries held back by infrastructure that is
wearing out and not built to “green” specifications

The upside potential in digital and physical infrasture is huge, and business will be relied
upon in both areas. The scale of physical infrastine that will need to be built or replaced in the
next few decades is staggering. Corporations amglstment institutions are needed to design
green technologies, facilitate public-private parships and mobilize long-term finance geared
to sustainability criteria.

(iii) Good governance and human rights
From the business view, the requisites of goveraanclude rule of law, an enabling political

environment for economic development, smart reguiatvith a minimum of bureaucracy, and
transparency. Respect for human rights figures gntioese qualities.

12



While maintaining a level playing field for busises, Governments can also raise the level of
the field, by maintaining even-handed rules thacsan socially-corrosive action by businesses
and reward corporate sustainability based on usalgrinciples.

Bribery and graft exert a corrosive effect on stygi@lace the poor and middle classes at a
disadvantage and impose added transaction codtsleépéete competiveness and productivity.
Due to the mechanics of corruption, the only wolkadipproach is to involve businesses in
numbers with state agencies and civil society wiigk in collective pacts to minimize or
eliminate its practice, while at the same time iowing corporate and government transparency.

Given all that is at stake, fighting corruption sltbbe a central component of the post-2015
agenda. Transparency in all public procurement hiai$ transactions should be an underlying
condition.

M. TOWARD A SET OF GLOBAL SUSTAINABLE DEVELOPMENT GOALS

As part of a sustained series of discussions ogpes for a post-2015 United Nations development
agenda, representatives of the 56 Global CompadiDLEompanies have proposed a set of worldwide
goals to extend and amplify the MDGs. This intemgginated in a plenary meeting of more than 3,000
business leaders at the June 2012 Corporate SalsitaynForum in Rio de Janeiro, who overwhelmingly
voted in favour of contributing to the design ampiementation of the proposed Sustainable
Development Goals cited in the inter-governmentatR0 conference outcomé&he Future We Want

A set of sustainable development goals is seerlagsly business to align their own strategies agtteb
collaborate among companies and with other secBusiness respondents stress that setting dynamic
goals is not a reason for changing underlying fpies. There is a synergistic relation betweentiim

The ten principles of the Global Compact on humghts, labour standards, the environment and anti-
corruption set minimum standards that companiesildheespect. These same principles provide the
motivation and the base for moving ahead on sueéérdevelopment targets.

Given the strong support for the concept of suatse development goals emerging from consultations
among business, a Global Compact LEAD task tearise@d\a prototype for post-2015 goals and targets,
presented on the following two pages.

As a guide, the Global Compact LEAD task team dmyed criteria for setting goals and targets:

* Global in scope, and not pre-determining a NorthtBauality;

» Taking into account differences in the level of elepment of different countries or regions, allogvin
for achievability as well as ambition;

e Limited in number;

* Clear in theme and concept;

* Chosen with consideration of both intrinsic valuel @ multiplier effect;

* Balance between the social, economic and envirotahpitlars of sustainable development;

 “SMART"” targets: specific, measurable, attainabtealistic and time-bound. If not stated in
guantitative terms, targets should be amenable ¢éasorement on progress through statistical
indicators; and

» Targets set for a 15-year period beginning in 20&%h check points every five years, and
benchmarked to 2010.
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A Design for Sustainable Development Goals

The Poverty
Apex

Human Needs
& Capacities

The Resource
Triad

Enabling
Environment

Source: Global Compact LEAD consultations
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A Design for Sustainable Development Goals

Goal 1. End poverty and increase prosperity via
inclusive economic growth, targets include.

Eliminate extreme poverty ($1.25/day per capita in
2005 real US dollars).

Create jobs through decent work sufficient to keep
unemployment below 5 per cent, including for women
as a group, and below 10 per cent for youth.
Eliminate child labour.

Ensure full access to private finance, including basic
savings, loans and growth capital products, on fair
terms including for women and marginalized groups.
Reduce by 30 per cent the Gini co-efficient rating in
each country.

Goal 2: Quality education for all, fargets include.

Every child completes primary education with basic
literacy and numeracy, in schools with grade divisions,
books, light, meals and sanitation.

All secondary schools to facilitate computing skills,
and a 50 per cent availability of digital facilities among
primary schools without them.

Increase the percentage of young adults with the skills
needed for work.

Achieve parity in enrollment and educational
opportunities at primary, secondary and tertiary levels
for girls and women.

Curricula at primary level and at all levels above to
include sustainable development concepts, with special
emphasis on business schools.

Goal 3: Achieve women and girls’ empowerment,
targets include.

Increase the proportion of leadership positions held by
women in public and private sectors to 40 per cent or
better.

Universally recognized and enforced equal pay for
equal work.

Full and equal access of women to ownership, property
rights and land titles.

Reduce rates of violent acts committed against women
and girls by at least 50 per cent.

Goal 4: Universal health coverage, fargets include.

«  Affordable access to quality (meets patient needs)
treatment and care for all, or to 80 per cent where
such access was less than half in 2010.

¢ Continue to reduce the reach of TB, malaria and
HIV/AIDS, and contain the spread of new drug-
resistant strains.

o Halt the rise in non-communicable diseases.

e Universal reproductive health services including
access to birth control and to a qualified attendant at
birth.

e Cut maternal mortality rate by at least %.
¢ Reduce the under-five mortality rate by at least %.

Goal 5: Good nutrition for all through sustainable
food and agricultural systems, /argets include.

e Eradicate calorie-deficient hunger and halt increase
of rates of obesity and of malnutrition.

¢ Eliminate stunting of children under two years of age
through appropriate micro-nutrients.

e Double the productivity of LDC agriculture.

e Stop and turn back annual increases in greenhouse
gas emissions and deforestation resulting from
farming and livestock production by 2020.

¢ Bring down the share of overexploited ocean fish
stocks by 20 per cent.

¢ Reduce amount of food lost through poor storage
and waste by 7.

Goal 6: Water and sanitation for all, fargets include.
¢ Universal access to affordable and safe fresh water.

« Universal access to basic sanitation facilities by 2020
and improved sanitation facilities by 2030.

e Fresh water use brought in line with supply.

¢ Ensure establishment and full implementation of
national water effluent standards.

Goal 7: Sustainable energy for all, targets include.

« Universal access to modern energy services.

¢ Double the global rate of improvement in energy
efficiency in production, distribution and
consumption.

*  Double the share of renewable sources in the energy
mix.

¢ Reduce by at least 50 per cent the particulate
concentration in urban air, not to exclude
achievement of more stringent regional targets.

Goal 8: Build peaceful and stable societies, fargets
include:

Improve access for diverse ethnic, religious and social
groups to justice, services and economic opportunity.
Improve mediation, dispute resolution and dialogue
mechanisms to prevent and resolve conflict and to
build peace

Reduce incidence of violent deaths per 100,000 by at
least 20 per cent.

Prevent, combat and reduce the illicit trade in small
arms, light weapons and ammunition.

Reduce the reach and extent of organized crime,
especially through the provisions of the United Nations
Convention against Transnational Organized Crime.

Goal 9: Modernize infrastructure and technology,
targets include.

Deploy investment sufficient to meet requirements for
“green” transport, energy and water systems in the
developing world, and for upgrading or replacing old
and “brown" infrastructure in the developed world.
Universal and affordable access to the Internet and
computing technology.

Effective use of e-governance at national and
state/provincial level in all countries, to increase
managerial capacity as well as transparency.
Double the share of the population with easy and
affordable access to public transportation systems.
Step up R&D in both public and private sectors.
Reduce carbon emissions from the construction and
operation of buildings.

Goal 10: Good governance and realization of human
rights, fargets include.

Raise awareness and implementation of all UN human
rights conventions and instruments among all people
and at all levels of governance.

Achieve competitive and transparent procurement
processes through public advertising of all government
procurement cases.

Develop further an open, rule-based, non-
discriminatory international trading and financial
system.

Establish a climate supportive of business and
investment at home and from overseas, including
incentives in favour of sustainability.

Source: Global Compact LEAD consultations
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V. ENGAGING BUSINESS TO ACHIEVE SUSTAINABLE DEVELO PMENT GOALS

Delivering a better future for all requires actioy all — Governments, corporations, citizens, camess,
workers, investors and educators. Undoubtedly, pitigate sector has a central role to play. As the
world’s main source of economic activity, busindgssat the heart of virtually any widespread
improvements in living standards. But, this willtfmppen through business as usual. Investment and
business activity must be sustainable — delivernadue not just financially, but also in social,
environmental and ethical terms.

A promising dynamic is emerging as more and morengamies around the world are making
sustainability an integral part of business striatfe@nd operations — no longer viewing it just as a
philanthropic or marketing activityCorporate leaders increasingly understand how isiagltidity issues
affect the bottom-line and are looking beyond tiadal business and financial factors. Market
disturbances, civil unrest, social deprivationgoological destruction happening nearby or far agay
have material impacts through the value chain tabffdows, public opinion or employee productivity.

The opportunities to develop new products servacesbusiness models that help solve global chadkeng

are also clear — particularly associated with grgexwth and “base of the pyramid” endeavours. As a
result, there is enormous potential for the privegetor to help advance sustainable developmerat on

broad scale, in line with the post-2015 agenda.

There are two fundamental ways by which companiggribute to sustainable development. One is by
upholdingrespectfor universal sustainability principles in theipaerations, thus making sure to do no
harm. The other is through taking actions thgiportadvances on sustainable development, such as new
products, services and business models.

Regarding the principle of “do no harm”, too manglations still occur daily around the world aneté
is a long way to go. The UN Global Compact mairgaihat compliance with legal and financial
regulation and respect for universal principleghie areas of human rights, labour, environmentaantd
corruption are the bedrock of corporate responsgibibignificant progress is underway, with oves0dQ
companies explicitly committed to the principlestioé United Nations through the UN Global Compact.

Companies in leadership positions, however, undedsthat their numbers are limited, and that caigor
sustainability needs to pervade the corporate wmdde broadly and deeply for business to realige it
great potential for contributing to sustainablealepment.

Mainstream investors, too, have a critical rolglay with respect to advancing the tenets of resibbe
investment and sustainable finance — both of wikh represent the finance industry’s contribution t
global sustainable development.

Harnessing global business as a force for sust@ndbvelopment represents one of the biggest
opportunities in the post-2015 era — and a negefesita new set of development goals to be impldrtkn
This effort will require a robust business engagenieamework that can broaden the participation of
companies, deepen commitments on core issues, dgpgartnerships and collective action, strengthen
capacity for supporting business implementationth& national and local levels, and leverage the
potential of private finance and investment.
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Drawing on more than ten years of experience inihlizatg business globally around United Nations
values and principles — and building on the experes of other corporate sustainability initiativasd
networks already in place — the UN Global Compaatommends the following areas that can most
effectively engage business towards the post-28¢8&lopment agenda:

1. Global corporate sustainability movement, based omniversal principles and accountability
measures

Corporate sustainability is a rapidly growing moesm The thousands of chief executives particigatin
in the UN Global Compact annually reconfirm theanmumitment. Adding roughly a thousand new
companies each year, a tipping point is within sighvith the potential to transform markets fronthin
and make production, consumption and the allocatfarapital more inclusive and sustainable.

But the pace needs to be picked up. Global and lomgorate sustainability initiatives need to be
supported in their efforts to mobilize more comganiand orchestrate business solutions. For the
organizations involved, greater priority must beegi to improve coordination and collaboration, &md
ensure alignment around a set of core principlebdsiness engagement.

Business engagement must be based on universatigmized principles, such as those of the UN Global
Compact. There should be no trade-offs; constrectetion on one issue does not compensate for
harmful action on another.

Businesses must, importantly, be accountable tar stekeholders for taking action on corporate
sustainability. This is best organized through ahndisclosure guided by sustainability reporting
initiatives and robust standards, including thenieavork provided by the Global Reporting Initiative.

2. Accountable corporate commitments aligned with globl development goals

The establishment of a post-2015 agenda with @fsstistainable development goals would provide a
unique opportunity to significantly grow the gloh@dpulation of companies setting their own specific
guantitative and time-bound targets aligned with onmore such goals.

Currently, while companies use goal-setting asftectve tool to drive motivation and performance i
areas such as production and sales, only a minofithe most committed and advanced corporations
apply the same practice to sustainability commitisierSuch goal-setting will help to translate
implementation of sustainable development goal® ildng-term business priorities, subject to
management approval and board oversight. This wauldirn, pave the way for the integration of goal
into performance evaluations and performance-besedneration for executives and employees.

To encourage engagement, structures must be ia figarovide visibility and recognition for compasi
that make commitments to such targets. Buildinghenmodel that was successfully used for the Rio+20
Corporate Sustainability Forum, a number of orgations can help to mobilize and validate corporate
commitments. A single global web platform, anchoetdthe United Nations, ideally would host a
database of all commitments.

Two elements must be in place. One is a global urea®ent framework to help business determine
measurable targets and identify performance inoisaflhe other is a requirement that companiesdist
on the United Nations platform update their stakddrs on progress related to their commitment.
Beyond the immediate impact on measurability antbantability, these elements would facilitate the
tracking of progress made by business overall aadhle benchmarking within individual industries and
sectors.
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Should business be held accountable for taking action and getting results?

Special goals should be set for business,
related to government goals but separate

Pressure should be applied for every sizable
firm to publicly report on its efforts

New national or international regulations
should require certain actions by businesses

The same goals for government should also
apply to business, but on a voluntary basis

Goals and targets should be set for the
private sector, not for individual firms

Goals and targets should apply to government
and multilateral action, not to business

| | | | J
0 5 10 15 20 25

# Global Compact Local Networks

Source: Global Compact Local Network Consultations

3. Global issue platforms

One of the most significant and promising trends baen the development of business-oriented global
platforms and initiatives aligned to specific sirsability challenges. The impetus behind the coFatind
spread of issue platforms is the realization thdiuainess organization acting unilaterally can only
produce so much positive impact on a given globhallenge — as important as these individual effarés
This phenomenon reflects the evolutionary arc ef todern-day corporate sustainability movement —
from individual organizational learning and implemtegtion to more broad-based action based on notions
of collaboration and scale.

A singular focus of many global issue platformghe desire for business to go deeply into actioth an
problem-solving around a particular issue by eghlrilg minimum standards and norms, defining best
practice and facilitating learning and sharing aghparticipating companies. Recent years have seen a
proliferation of global business platforms aligntedan array of sustainability issues — includinignate
change, women’s empowerment, health pandemicsy veatte-corruption and investment.

These platforms are being developed and led byersi range of organizations and initiatives, aatl c
differ widely in terms of objectives, governanceusture, participant composition, accountabilitydan
modus operandi. What they share is a desire tovatetiarge numbers of business organizations tmact
concert to attain a shared mission and relatedctibgs. To ensure the integrity and inclusiveness o
these platforms, they should ideally be busined$ld multi-stakeholder in composition, principlased,
and in adherence with public accountability measure

Examples of such issue platforms include: the WniNations Caring for Climate, Sustainable Energy fo
All, CEO Water Mandate, and Women’s Empowermennddpies; the World Business Council for
Sustainable Development’s Global Electricity Iritia; the World Economic Forum’s Partnering Against
Corruption Initiative; GBC Health; the Principles fResponsible Management Education; and the UNEP
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Finance Initiative, the United Nations-supportednéiples for Responsible Investment and the
International Finance Corporation’s Equator Prilesp

The post-2015 development agenda presents an apjigro further engage business-led issue platform
in global solutions-delivery and encouraging theation of new initiatives — while finding ways for
different initiatives to coordinate learning andiates for even greater impact.

4. Industry sector initiatives

Emerging alongside issue platforms is intensifyimgyk by business in specific sectors and industries
Specific industries can account for significantreaic activity with associated environmental andialo
impacts — especially when supply chains are fadtame In recent years, many industrial groups have
begun to assess and quantify these aggregate snpaute also developing strategies, guidelines and
targets for their members to adopt to minimize tiggdmpacts and maximize positive contributions.

Strategically, the establishment of minimum stadddor a sector helps to level the playing fieldoag
companies that are often competitors in the malketp and reduces the burden on first-movers to bea
the brunt of the costs. In addition, from a repatal standpoint, leaders within a given industayd an
interest in ensuring that poor performing peersratetarnishing the image of the entire sector. thap
key factor driving the growth of sector initiativesthe understanding that different industries fzae
quite different sustainability challenges.

Examples of sector initiatives include: Respons®ége (chemicals); Global Mining Initiative; Elemtric
Industry Citizenship Initiative; Fair Labor Assottn (apparel and textiles); Extractive Industries
Transparency Initiative; and the Global Sustaindloerism Council.

In relation to the post-2015 agenda, these and s#wor initiatives can play a significant rolehielping
to deliver widespread sustainability solutions. dugh their direct activities, as well as their ofte
extensive global supply chains, such industriaugsocan begin to more firmly connect their stragegi
standards and targets to broader development olgect ensuring that they play an integral parthef
international effort to achieve global sustainatdgelopment.

5. Implementation mechanisms and networks that faciliaite partnerships and collective action

Engaged businesses increasingly recognize thatar ¢o harness their full potential, it is impératthat
companies band together to collectively addresicarichallenges and crises. Such collective action
efforts can deliver significant multiplier effectsresulting in wider and more sustainable outcorfas,
beyond what a single organization can achieve g@&lane. A range of organizations and networks are
beginning to develop mechanisms and other modusangeto facilitate implementation efforts and spur
new solutions and innovations.

One such example is the UN Global Compact Partipekshb, to be launched at the UN Global Compact
Leaders Summit in September 2013. Driving the hdle'¢elopment is the recognition that a significant
and growing segment of the business community kasrmbeen more prepared to act and contribute to
the realization of broad sustainable developmemisyAs well, there is willingness by Governments,
civil society, and other stakeholders to engagé Wit business community — especially when roated i
commitments to universal principles. Utilizing dajitechnology and map-based analytics, the Hub wil
be an online platform that unites parties arouratiig projects and solutions on issues such asveatd
sanitation, climate change, anti-corruption andaanterprise concepts. The goal is to achievétipes
outcomes that can be rapidly scaled up.
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“Sustainability business incubators” focus on nuniy entrepreneurs and start-up enterprises with
sustainability missions, and are appearing in betreloped and developing countries.

Other delivery mechanisms include new-generatiotipa-focused networking coalitions, collaboration
spaces, and "gates" and exchanges. The World Eg¢orfeanum’s Green Growth Action Alliance, for
example, was conceived to unlock private investmmemnglation to climate change. A second example is
the UN-supported Principles for Responsible Invesit's Engagement Clearinghouse, an online tool
designed to unite investors with respect to incrafiog and implementing key environmental and docia
considerations.

Another promising area is the development of “datesnarket exchanges for goods and services,
capacity-building resources, and financing. The D&Velopment Programme's South-South Gate serves,
among other purposes, as a platform for the ex@ehahgssets, technology and financial resourcesigmo
small and medium-sized enterprises in the devegppiorid.

UN-Business partnerships are also of particularomgmce, as more and more United Nations entities
develop strategic and operational capacity to emdlag business community. It will be important toldh

on the experiences of business.un.org and paripefsiilitation mechanisms to strengthen UN-
business partnerships that go beyond an ad-hoegbrépcus to address systemic issues and produce
sustainable outcomes.

6. Business-led sustainability networks at the countrjevel

Through structures such as Global Compact Localwbidds, business organizations and other
stakeholders are already working to advance andeimgnt sustainability principles locally. Included
among the networks’ participants are both domesimpanies and affiliates of foreign companies — an
important means of breaking down divides or peeiconflicts of interest between domestic and
multinational enterprises.

A growing number of Global Compact networks hauvg/fiunctional capability to convene, organize and
implement massive business-led solutions to suabdity challenges. Already, about 50 country
networks are undertaking projects and initiativeareas such as water access, climate change, weomen
empowerment, anti-corruption and business for peace

These networks can be strong facilitators of caltabion and collective action, as the vast majooity
partnerships play out nationally or locally. Sucbrkrequires dedicated staff and training, andomei
business networks will require resources to fatéitpartnerships, lead dialogues and lend authtwity
initiatives to meet national objectives. In additidhere is the opportunity to link such networsthe
growing number of Government departments and miesstharged with corporate sustainability issues.

It is expected that Member States of the Unitediddat will develop national objectives and related
targets for the post-2015 era. National strategiesuld be developed with an eye towards actively
involving the business community and nurturing dewkraging national sustainability movements that
can assist in the realization of sustainable devetmt goals in the coming years and decades.
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7. Initiatives on private finance

A corollary and complementary movement to addresgasmability is underway within the fields of
private finance and investment.

Institutional and retail portfolio investors, bangiand project finance providers, insurance undexst
and foundations and philanthropic organizationssapporting sustainability through a number of raark
enablers. These include stock exchange-mandatéusimie of sustainability standards and practices in
market information, investment issue platforms,acaty-building “gates”, and matchmaking “hubs” to
build market infrastructure and advance impactsting.

Private Sustainability Finance

P = Portfolio Investment = Enablers: Stock Exchanges, Market Platforms, Gates, Hubs

B = Banking Project Finance

1 = Insurance

F = Foundations/Philanthropy
C = Corporations (FDI)

Source: UN Global Compact Office

Key financial industry sub-sectors are incorpomatinformation related to environmental, social and
broad development concerns. Adopting terms sucheaponsible investment”, "sustainable finance" and
"impact investing", these efforts share an undeditey that global and local sustainability challeagan
pose significant investment risk if not managedprty.

Impact investing is a rapidly growing movement wéhhigh upside potential. Surprising results and
unexpected social and economic chain reactions pd#&ee when funds are applied to a social or
environmental end, and business management teadmaye utilized to ensure efficacy of outcome and
long-term financial durability in terms of breakiegen or turning a profit.

There are investment market opportunities as wellh in terms of efficiently managing these risksl a
development of related investment products anduatons such as: specialized sustainability funds
(e.g., clean-tech); impact bonds; climate and drgurance; and micro-finance and micro-insurance
programmes. Thus, these rapidly evolving investovements seek to generate and secure long-range
financial returns while also contributing to sustdility solutions. Three examples include:

* The UN-supported Principles for Responsible Investima portfolio investor coalition of asset
managers and asset owners representing more th&3Qt&llion in capital.

« The Equator Principles, a coalition of banking agichilar financial institutions incorporating
environmental and social risk into project finartcensactions, covering over 70 per cent of all
international project finance debt in emerging retsk

 The Principles for Social Investment, a set of glits to encourage social investment by
foundations and other organizations that help conities meet their development needs in a
sustainable manner.
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Growth in PRI signatories and Assets under Management
Close to 1,200 signatories representing USD $34 trillion AUM

Number of signatories Assets under management (US$ trillion)
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Source: Principles for Responsible Investment

With respect to the area of foundations and pHillenty — major providers of capital and funding k&yg

in the form of grants and giving — it is estimatbdt many tens of billions of dollars are directath
year to support sustainable development projesfgeaally at the local level — in areas such adtihea
housing, education, entrepreneurship, and water emmetgy access. Increasingly, these efforts are
measuring impact in financial as well as social andronmental terms.

Finally, and importantly, foreign direct investmgiiDI) by corporate sources reached $1.6 trillion i
2012, and is close to recovering the 2007 peakdfifion. According to the UN Conference on Trade
and Development (UNCTAD), 45 per cent of these fundw emanate from the developing world and 6
per cent are from countries in transition from caliged economies — jointly outweighing developed
world FDI. UNCTAD reports that while foreign affites of transnational corporations employed about
70 million workers and generated $28 trillion idesaand $7 trillion in value added in 2011, many of
these companies are sitting on large amounts afygeweapital. This cash overhang could fuel a fitur
FDI surge.

While many countries are now taking sustainabilitypact into account when assessing proposed
investments, companies and other investors aressingesustainability qualities such as social and
environmental stability, infrastructure and overgdivernance when making choices. The once-feared
“race to the bottom” has potential to become a tadhe top.

Private sustainability finance holds enormous padénn contributing to the broad implementation
efforts in the Post-2015 future — bringing muchdeskcapital to the world’s most urgent challenges.
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V. THE ROLE OF GOVERNMENTS IN ACHIEVING MORE SUSTAI NABLE AND
INCLUSIVE MARKETS

The full potential of business to advance sustdmdbvelopment is only fulfilled when supportiveipp
frameworks are in place. Conversely, violence ailinf or weak governance are major obstacles in
moving nations up the development curve. Governsnard called on to take all steps to respect, grote
and fulfill human rights and fundamental freedorhindividuals, and to overcome violence and essdbli
peaceful and stable conditions, which are necedsathe private sector to deliver economic andtes
social benefits integral to broad sustainable dgmaknt.

As corporate sustainability seeks to transform mi@rkrom within, Governments also have a key role t
play in realizing more inclusive and sustainablekats. Key recommendations include:

» Multilateral cooperation and trade
The post-2015 agenda may provide the momentunreagthen international cooperation on global
challenges. Governments should renew commitmethdaprinciples of multilateral cooperation —
advancing the conviction that peace and prosperéty only be built on the foundations of
interdependence and cooperation. Within these @ondj trade, investment and entrepreneurship
will create and spread wealth, inclusion and sdeiahess.

Market interdependencies bring people and natitosectogether, and offer the best opportunity for
the movement of capital and to rapidly diffuse teabgy and technological solutions. Governments
should continue the trend toward lower tariff ratesd preferences for the Least Developed
Countries, but also take action on other typesasfiérs that are serving as impediments to trade.
Rather than stressing standards that act as latdecountries seeking to trade their way out of
poverty, there should be lessened restrictiondatids and tariffs on green goods and services.

* Pricing incentives
One of the key sustainability challenges movingvind is to adopt smart regulatory and incentive
structures so that environmental costs and berafigcsanore fully reflected in prices, as well as to
provide greater incentives to strive for long-teratue creation over short-term profit maximization.

For example, Governments should establish a stphle for carbon through internationally
coordinated measures. The price of fossil fuelailsheflect and incorporate the cost of exterraditi
such as pollution, impairment of human health dimdate change impact, through systems such as a
tax on carbon or a cap-and-trade system. Therddbewan array of inducements for business to take
high-sustainability paths, such as tax and procargrenefits, and zoning regulations.

Ending producer subsidies on fossil fuels and aiestation of subsidies towards clean and
renewable energy should be a priority. This cambeomplished through activities such as loan
guarantees and R&D on low-carbon or no-carbon wwmist It would be best to phase out
consumption subsidies on fossil fuels, but takiagecto carry out public education to explain the
rationale and instituting targeted benefits sucbaagons or income support for the poor.

Similarly, a system of fair pricing needs to beablshed for water on a local or national basis, in

order to encourage efficiency and conservation. éBawents have the best means to establish
accepted and equitable price levels and mechansnis{o ensure that price is not an obstacle to
access fresh, safe water — consistent with théolestad human right to water. In many countries,

fully subsidized water means free water for thespevous, with the poor often left to pay inordinate

prices for water of dubious quality.
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The extremely detailed public discussion about islidss and pricing related to carbon, and to other

areas noted above, indicates that such measurealraggly in play as a means to channelling

corporate behaviour and promoting agreed outco8wsh practices can be applied to sectors outside
the water-energy-food nexus.

Procurement and transparency

Governments can take a proactive role by usingysement as a means to leverage corporate
sustainability. Criteria can be written into offdbsat require sustainability actions, and a minimum
bar can be set that includes consideration of bidly from companies publicly committed to
universal principles that advance sustainability.

If Governments were to post procurement deals alhdsignificant public-private economic
transactions on public government websites, it @alrastically reduce the scope of corruption and
build public confidence. In a promising developmehe UN Global Compact’'s anti-corruption task
force recently launched a global call for firmsréfuse to engage in graft, and to urge Governments
to make all public procurement transparent.

Within the selection process, sustainability stadsland certifications should be actively utilizzsd
criteria. If such criteria are developed to a sudifitly accurate and credible level, more favowgabl
terms can be applied to contractors and suppliem®dstrating sustainability leadership.

Financing for inclusive markets

There is much that Governments can do on the ratdi#l level to advance corporate sustainability,

including:

0 New global funds dedicated to solving global praideand drawing on both public and private
contributions;

o Development assistance that is designed to levecageorate sustainability and business-led
solutions; and

0 Reinvigorated guarantee schemes for long-term tmargs, especially in infrastructure systems
in the developing world that pay back over the sewf decades.

Governments should also encourage stock exchamgeghair regulators to promote responsible
investment and corporate sustainability. They cdwaace the concept of environmental-social-
governance policy and action by investors, for gxanby requiring all public and private investment
funds — including sovereign funds — to include spolicies in their risk management criteria and
include these considerations into their operations.

State-owned enterprises

Large percentages of business — including in deuadpand developed markets — are carried out by
state-run companies or those in which governmetdsha majority position. All together, it is
estimated that the amount of capital in state-oweetérprises and state-held funds exceeds $20
trillion. State-owned enterprises, by virtue of ithewnership and all that it entails, have
responsibilities and opportunities to take actieydnd the simple avoidance of harm. With positive
public outcomes written into their bylaws, stater@d enterprise should be leaders on corporate
sustainability, particularly with respect to govange, transparency and accountability. The objectiv
of promoting certain sectors to strategically guadteelevate national economies or obtain markets
overseas should complement, not stand in the wakijsoprinciple.

Similar principles should apply to sovereign wedithds, which are estimated to hold $5 trillion in

total assets worldwide, and other pools of publanies such as pension funds, development banks
and official foreign exchange reserves.
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Encourage and support responsible business

Governments, as a complement to regulation, aneasgly recognizing that voluntary corporate
sustainability practices — defined as a companglvery of long-term value in financial, social,
environmental and ethical terms — are a fundameotatribution to the common good. Governments
are asked to support private sector engagemertlimtary initiatives that promote universal values,
such as the UN Global Compact, through actionsititdide awareness raising, developing tools and
incentives, and funding. As well, Governments stiagk companies to enhance accountability and
transparency through publicly disclosing sustailitgqpractices — especially in an integrated fashio
that recognizes financial, natural and social ehpi and through frameworks such as the Global
Reporting Initiative.
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