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INTRODUCTION

German businesses immediately responded to then UN Secretary-General Kofi Annan’s
appeal (1999) to create an inclusive global economy by upholding internationally recognized
norms in the areas of human rights, labor standards, environment, and anti-corruption. As the
Global Compact was launched in New York, German companies founded an informal network
to promote this initiative on a domestic scale. Created under the auspice of the German government, the German Global Compact Network included most of the large German companies, as
well as business associations and non-profits. At present, more than 400 German businesses and
75 non-businesses have committed to the Global Compact’s ten principles. This article describes best practices, challenges, and unresolved issues based on the analysis of news articles;
interviews with businesses, non-profits, academia, and the United Nations; and reports German
businesses submitted to the Global Compact*.

* This article is an updated, summarized version of the German case study from a PhD research project that
compared how companies from the US, Germany, United Arab Emirates, and Mozambique implemented
the ten principles of the United Nations Global Compact. The adviser was Professor Dr. Siegmar Schmidt
(University Koblenz-Landau). The thesis was published in German by Nomos Verlag, Baden-Baden (2013 ).
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CORPORATE SOCIAL POLICIES IN GERMANY IN
RELATION TO THE GLOBAL COMPACT’S PRINCIPLES

After the Second World War, West Germany adopted a social market economic model
to guide its economic policies. Within this model, the government’s role included the creation of

an effective market and competition system, a socio-politically motivated distribution of wealth
and income increases, and the provision of social benefits aimed at mitigating the effects of unemployment, diseases, and other social challenges. Powerful, centralized business associations
and labor unions negotiated the successful rollout of the codetermination policies in the workplace, which gave the representatives of employees and workers a considerable part in a company’s decision-making process. Meanwhile, increased globalization led to production outsourcing
to competing economies with less favorable social policies, which challenged the German eco-

nomic model and its welfare state.
Compared to the US companies, German businesses adopted Corporate Social Responsibility (CSR) later. However, since the nineties, in light of discussions with and initiatives from
the European Union, many German businesses have embraced CSR. As part of its initiative UnternehmensWerte (“corporate values”), the Federal Ministry of Labor and Social Affairs (BMAS)
has coordinated and promoted CSR activities in Germany. One of these is the national CSR forum, which is comprised of 44 experts from companies, business associations, trade unions, non
-profits, and academia and advises the German government on the development and implementation of the CSR National Action Plan (BMAS, 2015). In 2014, the German government started a multi-stakeholder dialogue to develop an action plan for the implementation of the UN
Guiding Principles on Business and Human Rights.
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With the exception of large companies and their global operations, few businesses
have a coherent CSR strategy that includes monitoring and reporting. Since the seventies,
with its surge of the social movements concerning the environment, peace, and women’s
rights, a dedicated, well-informed civil society and a critical press have monitored corporate
activities in Germany and worldwide.
All ten principles of the Global Compact were incorporated into German legislation
before its launch, and violations are thoroughly investigated and prosecuted. However, until
recently, bribery in international transactions was tax deductible. Even today, some businesses still fail to acknowledge that the euphemistically named acceleration fees are wrong (MeierBurkert, 2011).
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RESEARCH QUESTIONS AND METHODOLOGY:
OUTPUT AND OUTCOME DUE TO PARTICIPATION IN THE
GLOBAL COMPACT

This research applies David Easton’s (1979: 351) classical model of system analysis,
which differentiates between the decisions (output) and resulting behavioral changes (outcome).
The research focuses on the following questions:


What is the output (i.e., the creation and introduction of rules and regulations)
within a business after committing to the Global Compact?



What is the outcome (i.e., the measurable changes in the business practices) within a business after committing to the Global Compact?

The following questions are beyond the scope of this research, however remain interesting to ask:


What is the impact of the introduced changes?



Would the business have introduced the changes without participating in the
Global Compact?

The analysis includes all German companies that participated in the Global Compact for
more than two years. The target date was May 31, 2010. The research utilizes methodological
and data triangulation to examine the output and outcome:


The quantitative assessment records whether the codes of conduct and sustainability reports mention human rights, labor standards, the environment, and anti7

corruption. It also compares the ratings of German Global Compact participants
with those of nonparticipating German businesses—using the rating of Covalence (2010), a Swiss-based social rating agency.


The qualitative assessments involve content analysis of sustainability reports,
minutes of network meetings, and interviews with businesses, network representatives, Global Compact staff members, non-profits, and academia. The quotations of the businesses are anonymous to guarantee confidentiality, although the
abbreviation “C” or “SME” indicates whether the interviewee represents a company or a small and medium-sized enterprise1. All the texts were searched for
preliminary defined keywords with Maxqda, a software program for qualitative
research. A category system with several subcategories organized these keywords
and allowed for the identification of patterns in the underlying reasons, opinions,
and behavior concerning the participation in the Global Compact. The data bank
of the Business and Human Rights Resource Centre (2016), academic research
papers and reports from non-profits provided facts for validating the information presented by the businesses2.
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Table 1: The Global Compact and its Ten Principles

Then Secretary-General of the United Nations, Kofi Annan pursued a partnership approach
with businesses and started various initiatives with companies to secure their support for the
United Nations’ mission and goals. The most far-reaching and successful of these initiatives
has been the United Nations Global Compact, launched in 2000. Businesses commit to its ten
principles in the areas of human rights, environment, labor standards, and anti-corruption, set
forth in various international treaties and declarations. Arguably the largest global initiative for
Corporate Social Responsibility, the Global Compact now has more than 8,300 corporate participants from over 100 national networks, including an additional 5,000 non-corporate participants made up of business associations, labor unions, non-profits, academic institutions, and
municipalities. The ten principles are:

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.
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 labor;
5. the effective abolition of child labour; and
6. the elimination of discrimination in respect of employment and occupation.
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.
10. Businesses should work against all forms of corruption, including extortion and bribery.

Source: UNGC, 2016a
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THE GLOBAL COMPACT NETWORK IN GERMANY

As early as June 2000, German companies founded a preliminary informal network, the
German Friends of the Global Compact. Since 2001, the Deutsche Gesellschaft fuer Internationale Zusammenarbeit (German Society for International Cooperation, or GIZ) coordinates the Global Compact activities in Germany. GIZ is a government-owned company that provides assistance to
countries in Africa, Asia and Latin America. With GIZ’s backing, the Global Compact quickly
gained broad acceptance among German businesses. Another advantage of GIZ’s involvement
is its international expertise in sustainable practices.
At present, the German Global Compact Network (DGCN) has a steering committee
that coordinates the activities and strategic development of the annual work program. To ensure

the adequate representation of the various stakeholders, the steering committee is composed of
four representatives from companies, two representatives from civil society, and two from federal ministries. The businesses’ representatives hail from the largest German companies: the automobile company Daimler, the chemical company BASF, the German railway Deutsche Bahn,
the global technical and safety service provider TUEV Rheinland, the engineering company
Robert Bosch, and the electric utilities company RWE. Transparency International and Amnesty
International representing civil society; the Federal Foreign Office and the Federal Ministry for

Economic Cooperation and Development speak for the federal government. The German
Chambers of Commerce and Industry and the German Institute for Human Rights are advisory
members of the committee, but do not have voting rights. Labor unions do not take part in the
committee (DGCN, 2016).
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The Ministry for Economic Cooperation and Development finances the network. However, since its beginning in 2009, the Foundation of the German Global Compact Network has
funded a part of the activities. The network offers publications, workshops, coaching, webinars,
and hands-on training sessions on topics including innovation and sustainability, sustainable financing, biodiversity, human rights and water, sustainable consumption, climate change, sustainability in the supply chain, and fighting corruption. It also gives assistance to businesses for the
compilation of their reports to the Global Compact. The network meetings, as a multistakeholder forum, offer non-profits and businesses the opportunity to overcome barriers that
exist between them. Large companies participate at network meetings more often than SMEs,
because SMEs lack the time and resources to become more involved. As SMEs initiate operations outside of Germany and Europe, the inclusion of SMEs increases in importance.
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DESCRIPTION OF THE GERMAN BUSINESSES
PARTICIPATING IN THE UN GLOBAL COMPACT 2000–2008

In Germany, large companies—particularly from the Fortune Global 500 Group—
dominated the Global Compact at its launch. Since 2006, the participation of small and medium
-sized enterprises (SMEs) has increased significantly, as has the involvement of business associations, universities, non-profits, and cities (Bonn, Berlin, and Nuremberg). In Germany, the
Global Compact has 517 participants; of these, as of January 12, 2016, 434 are businesses
(UNGC, 2016b). To date, no German labor unions have participated in the Global Compact.
Business participants submit an annual Communication on Progress (COP) to report on

the implementation of the principles the Global Compact publishes on its website. Failure to
provide the COP after a grace period of one year, or systematic and egregious abuse of one of
the ten principles, can result in a delisting of the participant.
Table 2: Status of German businesses required to submit a Communication of Progress
Businesses
(without Fortune Fortune GloGlobal 500)
bal 500
SMEs

Total

All businesses

26

18

33

77

Active

18

18

26

62

Non-communicating
Non-communicating
in %

8

0

7

15

30,77%

0%

21,21%

19,48%

Source: Data from UNGC, 2010b (in blue, sampling of the research)
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Table 2 shows that after two years of participation in the Global Compact, nearly 80%
of German businesses provided the required Communication of Progress. All Global 500 companies submit their reports, while 20% of the small and medium-sized enterprises (SMEs) and
30% of the large companies fail to report to the Global Compact.
This research focuses on those 62 businesses that committed to the Global Compact
between 2000 and 2008 and were listed as active, which means they submitted a Communication of Progress (COP). Of the 62 active business participants, 26 are small and medium-sized
enterprises (SMEs) and 18 are large companies, also ranked in the Global 500. Half of these
businesses are located in three metropolitan areas—Rhine-Ruhr, Munich, and Frankfurt/Main.
Two businesses are from the new federal states in former Eastern Germany. Although the participating businesses cover a wide spectrum of industries, more than a third comes from the service, finance, software, and technology sectors. These sectors have little negative impact on the
natural environment and typically rely on highly qualified employees who enjoy excellent work
conditions. However, the businesses from the automobile and chemical sectors engage in activities that pose a more significant threat to the environment. They also face challenges in labor
practices because of the outsourcing of their production to non-OECD countries with weak
social legislations.
The Global Compact is often the only CSR organization in which a SME participates.
For large companies, the Global Compact is one of many CSR organizations. Some of the major companies are also engaged in sector-specific sustainability initiatives:


Chemical and pharmaceutical companies participate in Responsible Care.



The tour operator Studiosus (2009: 7) engages in Tour Operators Initiative for Sustainable Tourism Development and ECPAT (End Child Prostitution, Child Pornography
and Trafficking of Children for Sexual Purposes).
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The medical air service FAI Rent-A-Jet (2007: 6) refers to its membership of the
European Air Medical Institute (Eurami), which requires ethical standards in their
member’s operations.



The Deutsche Telekom (2007: 5) commits to the Sustainability Charter of the European Telecommunications Network Operators' Association.



The car manufacturer Daimler Chrysler (2007: 5) participates in the Initiative on

Global Working Conditions of the Automotive Industry Action Group (AIAG).


The banks WestLB (2009: 5) and Deutsche Bank (2008: 2) signed up for the
Equator Principles for social and environmental standards in project financing, the
Wolfsberg Principles against money laundering, or the Principles for Responsible Investment.

In addition, the businesses of the sampling are involved in many initiatives that cover
various aspects of the ten principles: BMW (2010: 11) and Mcs Promotion (2009: 3) have signed
the Cleaner Production Declaration (CPD) of the UNEP, while other participating businesses
committed to a family-friendly human resource management through the audit berufundfamilie of
the Hertie Foundation, and signed the initiative Erfolgsfaktor Familie (“Success Factor Family”) or
the Charta der Vielfalt (“Diversity Charter”)3. Some have committed to responsible conduct in
providing internships under the Fair Company Initiative4. Nevertheless, for many businesses,
participating in the Global Compact is a high priority, as indicated by Siemens:
“Certainly our most significant membership regarding sustainability is our participation in the United Nations Global Compact.” (Siemens, 2009: 42)

Large companies have CSR teams who are responsible for advancing the CSR strategy.
In SMEs, the CEO or President, who is usually the business owner, tackles CSR in addition to
his other tasks. Family-owned businesses in particular emphasize economic and social responsibility, which also characterizes their tradition:
14

“I have two priorities in my professional life: Ensuring the success of our company and treating my
employees and their families with respect. When making business decisions, I always consider the
consequences for society—domestically and abroad.” (Sybill Storz quoted in Karl Storz, 2010: 1)5

Most large companies dispose of philanthropic programs or foundations, and some
companies orient their charitable activities after the principles of the Global Compact:
“In 2007, TUEV Rheinland reorganized its sponsorship and charity programs as well as its foundation activities. In the future, the company’s social commitments will be based primarily on the policies of the Global Compact and will focus on TUEV Rheinland’s central theme: the interaction between man, technology and the environment.” (TUEV Rheinland, 2008a: 46; see Merck, 2007a: 39)

Most of the large companies won several awards for their commitment to CSR, performed well at different ethical or environmental rankings, and are listed at various sustainable
stock market indexes, such as the Dow Jones Sustainability Index and the FTSE4Good. The
Dow Jones Sustainability Index rates the Global Compact participants BMW and BASF as
“super sector leaders,” the most sustainable company in their sectors (Dow Jones Indexes,
2015).
At the same time, several companies were at the focus of media attention due to their violation of international sustainability standards—some of them prior to their participation in the
Global Compact:


Daimler, because of its business activities in South Africa during the apartheid
era, its shares in the arms manufacturer EADS, and a corruption lawsuit brought
by the US Securities and Exchange Commission (Dubrow, 2009; Pelofsky, 2010;
Business and Human Rights Resource Centre, 2010a);



RWE (2008: 8), the largest CO2 emitter in the EU, because of its insistence in
continuing the nuclear energy plants, the large open pit mining in the Rhenish
lignite mining area and its lobbying against climate protection policies
(Gassmann, 2009; Hofielen, 2010; Webb, 2010);
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Bayer, because of inadequate implementation of safety standards in its production facilities, its hesitant recalls of drugs with harmful side effects, its convictions for violations of the cartel prohibition, and the production of pesticides
with active ingredients of the Dangerous Goods Class 1 (OECD Watch, 2010:
26; European Union, 2007; CBG-Network, 2013);



BASF, because of a penalty stemming from exposing its workers health hazards
in Brazil (Price, 2010);



The Linde Group, for its business activities in Iran (Gerlach, 2010);



Siemens, due to its involvement in the biggest corruption scandal in German history, the delivery of surveillance technology to the Iranian government, its activities in Myanmar/Burma, its illegal price agreements, and the environmental and
community impact of several large dam projects (Repinski, 2009; Lichtblau and
Dougherty, 2008; Friends of the Earth Europe, 2007; Odenwald, 2012);



Deutsche Bank and Commerzbank, because of the financing of cluster munitions
and anti-personnel mines (Gelder and Padberg, 2010);



Deutsche Bank, due to its collaboration with the late dictator of Turkmenistan,
its spying on critics, and its handling of home loans which resulted in increasing
slums and civil law suits by various US cities (Global Witness, 2009; Crawford
and Karnitschnig, 2009; Urgewald and Suedwind, 2008; Garrison and Linthicum,

2011);


Puma, due to labor rights violations in its supplier factories (Fair Olymipcs,
2013).
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COMPARISON OF THE REPUTATION OF NON-PARTICIPATING
AND PARTICIPATING COMPANIES
The comparison of the reputation ratings between participating and non-participating Global
Compact companies shows that participating companies significantly outperform their non-participating
competitors. The average reputation value of participating companies (44) is much higher than that of the
non-participating companies (10.9) (Covalence, 2010).
Figure 1: Changes in the reputation of participating and non-participating German companies

Source: Covalence, 2010; for the calculation of the quotient on the y-axis, see Covalence’s methodology Covalence, 2015.

The data also shows that companies had a better reputation than non-participating companies
when joining the Global Compact, and that the differences in reputation between participating and nonparticipating companies have increased even more over time. The reputation of a company does not nec-

essarily describe actual business practices; the improvement of the ratings can be partially attributed to the
fact that companies invest heavily in marketing their CSR activities, which means more positive information is available. However, the data shows that scandals causing negative press reports lead to the reduction of reputation and cannot be compensated for with subsequent positive news about the company
involved. For example, the corruption scandal from Siemens and the tax evasion of the chairperson of the
Deutsche Post, Klaus Zumwinkel, resulted in a sharp drop of the companies’ reputation ratings in the year
of the scandals.
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PARTICIPATION IN THE GLOBAL COMPACT:
MOTIVATIONS AND EXPECTATIONS

The reasons a business participates in the Global Compact depend on its expectations,
specific interests, and challenges. The following overview is not representative of all businesses
involved, but does show a broad range of opinions.
Global Compact as orientation for businesses in an insufficiently regulated global economy: Businesses
participate in the Global Compact because public expectations are high, and it is not enough to
follow the laws:
“The Global Compact—at the international level greater things are expected of companies, as reflected in various external guidelines, codes and initiatives. While respecting these principles is entirely voluntary, they do act as beacons for companies such as Volkswagen.” (Volkswagen, 2005: 12;
see Phoenix Contact, 2007: 4f; Wacker, 2009: 53)

Daimler describes these expectations towards global companies:
“International concerns like DaimlerChrysler have another, even more critical role to play. We are
called to support national governments and global institutions like the United Nations (UN) in their
efforts to create a fair and balanced framework for the global economy.” (DaimlerChrysler, 2005:
11)

One respondent explained that it would be desirable if there were binding regulations.
As this is not the case, the Global Compact offers participating businesses an orientation on
how to react in certain situations:
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“Would it not be great if we lived in a globalized economy that did not have any governance gaps,
where externalities were fully accounted for and we would not have to worry about them? Nevertheless, the world is not perfect and we need structures like the UN Global Compact. They can help
businesses collaborate and frame these issues. They can help understand how to deal with externalities, how to deal with governance gaps. Is the UN Global Compact perfect? No, I think it represents the best and the worst of the UN in this regard: Could it be better? Yes, but there is nothing
else like it.” (Interview G-2)

Global Compact as a demonstration and reinforcement of corporate social commitment: The participa-

tion in the Global Compact reinforces corporate social behavior, because businesses are held
responsible:
“It is good that the business is accountable to deal, observe, promote and ensure that their own
entrepreneurial actions are aligned with these ten principles.” (Interview SME 2)

Participation in the Global Compact gives a business the opportunity to demonstrate
publicly its commitment to CSR:
“Joining the United Nations Global Compact in 2007 was a significant step towards making our
values visible inside and outside our Group. The ten Global Compact principles offer us important
action guidelines for anchoring corporate responsibility even more firmly in the processes relating
to our core business.” (Munich Re, 2009: 1; see Phoenix Contact, 2007: 4, see Interview SME-2;
SME-4)

Some of the researched businesses participate in the Global Compact because the ten
principles are congruent with their policies and activities:
“Coincidentally, I read in an interview with the Count Faber-Castell, who mentioned among others,
the UN Global Compact. Then I looked at the website and noted that we already apply all these
principles. Soon after, we wrote to the UN Global Compact, that we wanted to support the initiative.” (Interview SME-4; see Interview SME-5)
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Another company declared its participation after the systematization of its CSR strategy,
which enabled the company to meet the Global Compact’s principles:
“The decisive factor for joining the UN Global Compact initiative in 2006 was the systemization of
our sustainability management in recent years. This put us in a position to be able to fulfill and follow the requirements of the initiative over the long term.” (Commerzbank, 2008: 10)

One company participates because its products correspond with the principles of the
Global Compact:
“Because our products fit very well the Global Compact, it made sense for us to join the world's
largest CSR initiative.” (Interview G-1)

Global Compact as a tool to identify gaps in corporate policies: Some businesses participate because the Global Compact helps to discover areas that the existing corporate policies have not
covered:
“We have recognized an imbalance between our social and environmental activities. While nongovernmental organizations urged us to focus on the improvement on social standards in our supply chain, fewer resources were available to cover environmental issues. With the decision to join
the UN Global Compact and support its ten principles, we aim to broaden our CSR (Corporate
Social Responsibility) efforts.” (Puma, 2007: 26f; see interviews SME 2; G-1; Merck, 2007a: 11;
Deutsche Lufthansa, 2009: 4)

Global Compact as a platform for information exchange and discussions: Many businesses value the

information exchange that the Global Compact offers. One respondent’s main motivation to
participate in the Global Compact was the sharing of practical experiences:
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“Especially in view of rising energy prices, we are of course interested to do business as energy
efficient as possible and have therefore decided to join the Global Compact. To participate at
the exchange of experience and to be able to learn from the big players [...] that can put so
much more manpower and have their own departments to deal with the issue of sustainability.” (Interview SME-2)

Another company values the network meetings because they allow them the opportunity to present and discuss their own new sustainability strategies and initiatives:
“The BMWGroup supports Kofi Annan's initiative with its long-term corporate strategy, which
includes not only business targets but also social and ecological aspects, and with concrete examples in the Global Compact's worldwide ‘Learning Forum.’ This is the place where the newly
developed Sustainability Management System and Clean Energy are discussed as the concept
for introducing alternative hydrogen-based fuels for automobiles.” (BMW, 2005: 11)

Contacts that arise from the network meetings are helpful when dealing with open
questions:
“[Global Compact participants] know each other and support each other. They are already a
community [...] if you have a question, it is easier to call and ask: ‘How do you handle
this?'” (Interview SME-1; Interview Pohlenz / ICC Germany)

Global Compact as a multi-stakeholder forum that provides a safe environment for discussion: For
some businesses, the network meetings of the Global Compact are important forums for
stakeholder dialogues that assemble all sectors of the society6:
“As we see it, the true potential of the Global Compact lies in the fact that it brings together
interest groups from every part of society in a voluntary alliance. By defining clear rules of conduct, this alliance provides a frame of reference for all those involved—from multinational corporations and trade unions to NGOs concerned about globalization—whilst encouraging them
to pool their experiences and assist in resolving issues relating to labor, human rights and the
environment within their respective spheres of influence.” (DaimlerChrysler, 2005: 12)
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As the non-profit representative points out, the network meetings facilitate overcoming
obstacles that exist between non-profits and businesses:
“[...] [the Global Compact] is a useful tool to get access to companies and to overcome cultural barriers and mutual antipathies.” (Interview John/Amnesty International Germany)

The same representative values that the Global Compact provides direct access to businesses and not only to business organizations:
“In my view it is a great advantage that we have access to the company itself and not to business
organizations. When we see the papers of BDI and BDA (Germany’s largest business associations,
U.H.), their policies mirror the lowest common denominator, which is not helpful for human rights.
[...] We see that some companies in the Global Compact network are more advanced than the average level of CSR in Germany.” (Interview John/Amnesty International Germany)

The excellent reputation of the United Nations adds value to the business’ policies: The credibility
and excellent reputation of the United Nations played, for some businesses, a crucial role in
their decision to participate in the Global Compact.
“The Global Compact is of course an initiative we did not hesitate to participate in. It comes directly from the UN and thus implies high quality standards—and a broad effect.” (Verena Schuler,
BMW Sustainability Manager quoted in Ziegler, 2007: 62, see Interview SME-2)

Employees feel proud that the enterprise they work for participates in a global initiative
like the Global Compact:
“There are always smaller initiatives, smaller networks. However, I think it is something special,
because someone famous founded the initiative: Kofi Annan. It is very nice for the employees that
they are a bit proud of it and say: ‘We participate in that. It is something global, and we are a small
part in it.’” (Interview SME-1)
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OUTPUT: CREATION AND INTRODUCTION OF RULES
The output consists of the rules a participating business has created and introduced
that refer to the Global Compact’s ten principles. Approximately two-thirds of this sampling
have published codes of conduct.
Figure 2: The four areas of the Global Compact in the codes of conduct of German
businesses (in percent)

Source: Data from references: codes of conduct
Figure 2 shows that the codes of conduct deal mainly with anti-corruption and not all
codes regulate all four areas. The least-tackled issue is human rights. Most of the businesses
include all four areas in their code of conduct, and twenty-two refer explicitly in their codes to
the Global Compact and the ten principles7.
“The rules and criteria incorporated into the Tesa Code of Conduct, which is derived from our
Corporate Values and the ten principles of the UN Global Compact, provide clear guidance.” (Tesa, 2010: 6)
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Some companies explain that they adhere to European-wide codes of conduct based
on the Global Compact: Otto Group (2007: 27) participates in the Business Social Compliance Initiative (BSCI), which refers to the Global Compact. BSH (2007: 6) reports on the development of a general code of conduct for household appliance manufacturers (European
Committee of Domestic Manufacturers), based on the ten principles of the Global Compact.
Several Global Compact participants signed the Code of Conduct of the Bundesverband Materialwirtschaft und Einkauf e.V. (Federal Association of Materials Management, Purchasing and
Logistics Association), which also includes the four thematic areas of the Global Compact 8.
Phoenix Contact (2009: 4) describes its participation in the Code of Conduct of the German
Electrical and Electronics Industry (ZVEI) and refers to the four areas and the related UN
declarations (ZVEI, 2013).
As all levels within an organization must be familiar with newly instituted corporate
policies, information and training for employees on the Global Compact’s ten principles are
essential steps toward their implementation. Some businesses have created brochures, intranet
sites, or internal newsletters explaining the Global Compact 9. TUEV Rheinland (2008: 45) organized trainings on the Global Compact for more than 1,000 employees, and the IT company Alex & Gross (2009: 2) conducted several Global Compact training events. After a training
session, the managers of Technotrans (2007: 28) declared in writing that they were committed
to implementing the ten principles in their sphere of influence.

While most businesses inform their suppliers about the new requirements, those with
direct consumer contacts must also train them in respecting the ten principles 10. Some businesses go even further and expect compliance with the ten principles from the suppliers of
their suppliers11.
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OUTCOME: MEASURABLE CHANGES IN BUSINESS
PRACTICES
The outcome consists of the measurable changes in corporate practices that a business
has introduced after its commitment to the Global Compact. The analysis shows that the first
step is stocktaking and reporting on current activities according to the ten principles. Many large

companies and all small and medium-sized enterprises published their first sustainability report
one year after they committed to the Global Compact. One of the large companies surveyed
(Interview G-2) undertook its first materiality analysis after receiving a request to do so from the
Global Compact office. For large companies, the Communication of Progress (COP) is often a
general sustainability report or CSR report. SMEs write their reports specifically for the Global
Compact and refer directly to the ten principles.
Figure 3: The four areas of the Global Compact in the Communication of Progress of

German companies (in percent)

Source: Data from references: Communication of Progress
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Figure 3 demonstrates that most businesses give details on all four areas, but not all reports cover all four areas. Most reports mention the environment; the least-tackled issue, as in
the codes of conduct, is human rights. The quality of the reports differs considerably, as initially
there was little guidance from the Global Compact. Some reports provide only general statements, and do not describing actual activities. Few reports include specific objectives and indicators with annual updates. Most reports describe activities that occurred prior to participation in
the Global Compact. Many reports use the framework of the Global Reporting Initiative12 in the
appendix with a reference to the principles of the Global Compact; however, it is frequently unclear which activities correspond to which principles 13., The reports are narrative rather than analytical, and rarely include measurable results. Follow-up reports14 often use text modules from
the previous reports and update the plans for the following years.
Even though many companies’ activities were implemented prior to their participation in

the Global Compact, the required reporting leads to the reflection and evaluation of the businesses’ policies and activities in more detail. This reflection does not result in major changes in
corporate policies, but does produce suggestions for small initiatives and therefore provides a
good starting point for dealing with CSR issues (Interview SME-3, SME-4).
Some reports are glossy brochures that describe successful measures and do not mention
challenges. If the reports reveal problems, their descriptions are short and usually without critical self-reflection. Those companies that have already faced scrutiny by the media or civil society
use the reports to describe their point of view; WestLB (2008: 6; 2005a: 18) describes its serious
financial problems after failed speculation on the stock market and reacts to critics regarding the
financing of the Chad-Cameroon pipeline. Infineon (2007: 53, 126) describes its position on a
judicial investigation for illegal price fixing. RWE (2008: 2; 2004: 13) discusses the antitrust in-
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vestigation by the European Union that it is the subject of, reports on several penalties for improper disposal of hazardous waste, and justifies its support for the controversial nuclear power.
Puma (2009: 43) explains the reasons for the failure of its cooperation project in Ecuador with
the Clean Clothes Campaign.
Most reports, whether they are general sustainability reports or specific Communications
of Progress (COPs), mention in the preface or mission statement the commitment of the top
management to the Global Compact. For example:
“Our Board Commitment, our Commitment to the United Nations’ Global Compact and our Code
of Conduct represent standards we set ourselves so we can achieve our goal of becoming the
world’s leading power and gas company—as well as play a leading role in fulfilling our societal responsibilities.” (E.ON 2009: 9)

The reports demonstrate the importance of the Global Compact for participating businesses: Many describe in their CSR history their participation in the Global Compact as a mile-

stone15. TUEV Rheinland (2009: 43) created the International TUEV Rheinland Global Compact Award, which recognizes people for their commitment to social issues and the environment. Phoenix Contact based its definition of Corporate Social Responsibility on the principles
of the Global Compact:
“Corporate responsibility is exercised by a company worldwide when it observes the standards of
the UN Global Compact.” (Phoenix Contact, 2007: 8)

Another output that comes from participation in the Global Compact are stakeholder
dialogues and/or a materiality analysis to identify the challenges 16. Siemens shares these plans
for its locations around the world:
“…to develop a framework for partnerships between local networks of the UN Global Compact
and our Regional Companies.” (Siemens, 2009: 36)
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Some large companies (e.g., BASF, WestLB, Deutsche Post, Daimler) took part in the
consultation on business and human rights initiated by United Nations Special Representative of
the Secretary General John Ruggie (Ruggie, 2010). Many large companies report on roundtable
discussions: the employees of Commerzbank (2009a: 10) discussed an ethical reorientation of
activities based on the Hanseatic Values (see Volkswagen 2007a: 10); Commerzbank (2009a: 3)
invited the non-profit Urgewald for a stakeholder dialogue on forest issues; the bank WestLB
(2007: 22) discussed controversial topics, including palm oil and biofuels, with the WWF; the
insurance company Allianz (2005a: 99) exchanged ideas with the WWF on climate change and
its impact on the financial sector; the stakeholders of The Linde Group (2008: 9) called for
more transparency and political commitment to climate protection; Daimler Chrysler (2005: 18)
discussed with the non-profit attac its worldwide labor standards; and Studiosus (2009: 30) established a Forum der Bereisten (Forum of the Visited) to learn about the impact of tourism on
local communities. Karl Storz (2009: 4) reports in detail a dialogue that took place with researcher Mahmood F. Bhutta (2006), who had criticized the use of child labor in the manufacturing of
surgical instruments in Pakistan. Puma (2009: 41) is one of the few companies that has established an institutionalized form of stakeholder dialogue. These Talks in Banz include representatives of the Clean Clothes Campaign and Oxfam, and address labor rights in supplier factories,
among other issues. The stakeholder discussion of RWE (2006: 10) with the sociologist Ralf
Dahrendorf, the business ethicist Karl Homann, and more resulted in RWE developing a code
of conduct based on the ten principles of the Global Compact.
Another output is the monitoring of implemented activities, especially for those businesses with supply chains in non-OECD countries. Daimler Chrysler (2007: 4) has in each region a compliance manager who reports directly to the Board. Siemens (2009: 129) initiated a
self-evaluation of its suppliers and describes how 23 of 84 suppliers avoided losing their con-
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tracts by changing their corporate policies (see Henkel, 2010: 11). RWE (2008: 15) has a task
force to ensure compliance with its code of conduct, and Technotrans (2007: 20) organizes annual compliance audits. Wacker (2010: 24) conducts random checks, also taking into account
the ten principles of the Global Compact. Since April 2008, Mcs Promotion (2009: 1) has entrusted a lawyer with the examination of human rights and labor standards in its human resources department. WestLB (2007: 20) organizes site visits and reported the rejection of two
applications that did not meet the requirements of the Equator Principles.
Sometimes, external monitoring of environmental activities is carried out through certifications, such as LEED17 or ISO 1400118., The Otto Group (2004: 40; 2007: 27) monitors the
labor standards of its suppliers through the already mentioned Business Social Compliance Initiative (BSCI). Some companies have a GRI+ rating, which means that the report statements
were reviewed externally19. Epcos (2009a: 3) and Deutsche Bank (2008: 2) are evaluated by Det
Norske Veritas. Puma (2006: 17, 33), which is certified according to SA 8000 (see Miele, 2008:
13; Otto Group, 2009a: 41), as well as according to the requirements of the Fair Labor Association, publishes the results of its external audits—without naming the suppliers—and compares
these with those of its own audits. In general, however, the results of the monitoring are not
made public, and the reports say little about the quality of the audit. If accounting firms carry
out the audits of social standards, the results consist of general statements. For example:
“Based on our limited assurance engagement, nothing has come to our attention that causes us to
believe that the CR report has not been prepared, in all material respects, in accordance with the
above mentioned criteria of the Sustainability Reporting Guidelines . . .” (PricewaterhouseCoopers
quoted in RWE, Deutsche Post, 2009: 55; Volkswagen, 2009b: 60)

Few companies have established formal grievance mechanisms to address abuses. One
exception is Puma (2009: 29), which asks its suppliers to post information on labor laws in the
local language of each facility, with the phone numbers of Puma’s regional complaints office
attached.
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DEALING WITH CHALLENGES REGARDING THE GLOBAL
COMPACT’S PRINCIPLES

Human Rights
In Germany, businesses are required by law to comply with human rights principles. For
this reason, some of them do not report on the implementation of the first two principles of the
Global Compact:
“4flow AG is a medium-sized software and consulting company, mainly operating in Europe. Thus,
its possible involvement in violations of human rights (principles 1 and 2), compulsory labor, and
child labor is much smaller than the one of multi-national companies. Our focus lies on the ecological design of logistics networks (principles 7 and 8) and the respectful treatment of our employees
(principle 6).” (4flow, 2009: 2)

Businesses that operate in countries with insufficient human rights protections have to
address a number of challenges in order to avoid complicity in human rights abuses. However,
even these businesses report little on the human rights principles. Some enterprises report on
charitable activities (Noba 2009: 2; Karl Storz 2010: 6), while others mention policies without
describing their implementation (Bayer 2008: 104; WGZ Bank 2010: 4). No business provides
details on human rights challenges. E.ON (2010: 87) acknowledges that some of the uranium it
uses is also imported from Kazakhstan and Uzbekistan—however, the company emphasizes
that the majority of its uranium comes from politically stable countries such as Canada and Australia, failing to mention that even in these countries uranium mining provokes massive protests
from affected indigenous populations (Ardoch Algonkin First Nations, 2011; Boylan, 2010).
The helicopter charter service Helog operates in Africa for the United Nations and for
local governments. Helog is one of few businesses that describe how the Global Compact’s human rights principles are implemented:
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“Employees are encouraged to report any violation in these countries, no matter if it is in our vicinity or beyond. In the daily management meeting, these reports are seriously discussed and if applicable, instructions to the bases are forwarded. For general appraisal we monitor the recommendations
from the Ministry of Foreign Affairs, the ZIF (= Center for International Peace Operations, U.H.)
information letters and take action if be necessary. We also outlined, that we refused to undertake
flights to transport passengers or goods, when we have a reasonable suspicion that the action could
be in violation to rules and procedures with regards to human rights.” (Helog, 2009: 3)

In the follow-up report, Helog reflects on the cooperation with states without rule of law and
the resulting accusation of complicity in human right abuses:
“Due to its corporate commitment, a company can very quickly become accused of indirectly supporting illegitimate regimes and extending these intolerable conditions. We believe that a company’s
commitment in these areas doesn’t automatically mean that they are accomplices. We still think that
our actions will provide chances and possibilities for the workers and business associates, which
they wouldn’t have had. However, we cannot estimate how much these initiatives will influence the
improvement of the overall development. Nevertheless, the following also applies here: ‘Constant
dripping wears away the stone.’” (Helog, 2010: 11)

Since 2008, on the occasion of the 60th anniversary of the Universal Declaration of Human Rights, the German Global Compact network has focused on human rights. BASF (2007:
55) has taken a pioneering role here, as it was the first German company to create the position
of “compliance officer,” and the first to systematize the monitoring system with regard to human rights. BASF presented its Social Compliance Impact Assessment at a German Global
Compact Network meeting; after that meeting, Volkswagen invited BASF to a workshop in
Wolfsburg to discuss human rights responsibilities of companies (Hamm and Koch, 2010: 41).
Recent reports of some companies demonstrate that human rights are increasingly on
the corporate agenda. The non-profit network BSR facilitated a human rights risk impact assessment for SAP (2009a: 3); TUEV Rheinland (2008a: 46) reports on a new program to identify
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risks of doing business in countries with weak human rights legislations. SAP (2007: 2) mentions
the development of software for the Extractive Industries Transparency Initiative (EITI), and
deals with issues related to security and privacy in the IT sector and their impact on human
rights. The Airline Deutsche Lufthansa (2009: 14) has developed an e-learning program on human rights. Volkswagen (2009a: 2) reports on the establishment of an ad hoc team of experts
that reviews challenges arising in relation to suppliers and human rights. And the CSR/
Sustainability Board of Daimler (2009: 3f) initiated a stakeholder dialogue on human rights.
Although some German companies have taken first steps toward their human rights responsibilities, however, a comprehensive and systematic approach to human rights practices—
with regular impact assessments of each corporate activity regarding human rights and the integration of the results into business practice—has not yet been implemented by any company.

Labor Standards
Regarding labor standards, most German businesses focus on diversity, health and safety, health promotion, and the reconciliation of work and family life. In terms of diversity and
occupational safety, companies are required by German law to maintain a high standard. To
show that the legal requirements are met, some businesses explain in detail the individual health
and safety measures they take (e.g., Fraport, 2009: 60; Helog, 2010: 13) or report on the diversity
of their staff and on various integration measures20. Hager (2010: 5) describes activities for older

employees. Commerzbank (2009a: 79) has funded courses to learn sign language for staff working with deaf colleagues. SAP (2009a: 5) organized a “week of senses” to raise awareness of the
special situation of disabled employees, and has established learning forums in response to a
newly established law, the Allgemeine Gleichbehandlungsgesetz (General Equal Treatment Act)21.
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Other businesses have programs designed to encourage girls or young women to pursue technical occupations22. 4flow (2008: 4) ensures that the text and visual design of its job advertisements are appealing to women. One business described how to address the specific situations of
women in order to support their advancement into higher positions:
“The decisive factor when it comes to filling a vacancy is not the gender, but competence. If one of
our female employees is capable and willing to take a leading position, the door is open for her. If
she says no to internal promotion because there are no adequate care facilities for her children, then
there is something wrong.” (Sybill Storz quoted in Karl Storz, 2009: 7)

Reconciling work and family life is a top priority for many German businesses. In addition to flexible working hours to take care of children (ACA Riegelsberger 2009: 2; Noba 2009:
3) and/or dependent relatives (Noba, 2009: 3), some businesses provide funding for childcare 23
or holiday programs for the employees’ children (Phoenix Contact, 2009: 6; Karl Storz, 2010:
16). Other foci are health promotion and personal development of employees. The health program of 4flow (2009: 8) provides medical advice and subsidizes exercise programs. Otto Group
(2008: 4) has a fitness lounge on its premises, and Phoenix Contact (2009: 5) offers its employees nutrition counseling, anti-smoking training, fitness exercises, and a general health check in
its own health center. The employees of Commerzbank (2009a: 7) and WestLB (2007: 31) receive psychological support in addition to health advice.
These services are above average, even by German standards, because the businesses
included in this sampling mainly have highly qualified employees and seek to provide an optimal

work environment to increase staff motivation:
“We are convinced that the daily work being done by our employees can only be productive if we
are acting based on the values of the Global Compact principles.” (A.C.A Riegelsberger, 2009: 1)
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Meanwhile, German businesses operating in non-OECD countries face many challenges.
Some refer in their reports only to the work situation in Germany, and do not mention challenges in their production facilities in non-OECD countries24. However, DaimlerChrysler describes
how it introduced global labor standards in cooperation with its work council:
“In order to establish both management and employee awareness of the Global Compact, the company has developed jointly with the ‘World Employee Committee’—based on the principles of the
Global Compact—the ‘DaimlerChrysler CSR Principles,’ which complement the internal Integrity
Code of the company. Furthermore, with the ‘Business Practice Office’ (BPO), DaimlerChrysler
has established another corporate wide powerful institution to ensure continuous implementation
of the Global Compact and internal principles (including e.g. a whistle blowing process).’” (DaimlerChrysler, 2006: 2; see BMW, 2006a: 42; Volkswagen, 2005: 12)

Other reports describe their initiatives on labor standards in foreign production facilities.
BASF (2010: 26) informs about the training of 400 managers in cooperation with the Pakistani
Employers’ Federation and the International Labour Organization (ILO) in all major cities of

Pakistan. After the non-profit CBG (Coalition Against Bayer Dangers) criticized Bayer (2007:
55) for its use of child labor, the company developed a program that allows children from farming families to attend school. Otto Group (2008: 5) describes a project with the non-profit Terre
des Hommes that creates alternatives to child labor in India. Helog (2009: 6) emphasizes that its
workers receive contracts with a detailed job description and living wages.
At the same time, the reports show how difficult the implementation of labor standards
is in non-OECD countries. Bayer (2007: 88) describes “careful encouragement of freedom of

speech in China while observing the legal regulations” without explaining how the freedom of
expression can be encouraged in a country with speech-restrictive legislation. In countries where
collective bargaining is forbidden, some companies allow informal labor-management dialogue
forums; these cannot replace institutionalized negotiations, but they are a better alternative than
no dialogue at all.
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A Human Rights Watch report on European companies and the violations of Workers’
Freedom of Association in the United States describes how some European multinational corporations, including Global Compact participants, use loopholes in US labor legislation to circumvent collective bargaining:
- Robert Bosch declares its commitment to ILO standards on freedom of association, but in violation of those standards threatened to permanently replace workers who exercised the right to strike.
- Deutsche Telekom has a social charter based on ILO standards and the OECD Guidelines statements on freedom of association, but T-Mobile management spied on workers engaged in organizing and defined "employees engaging in group behavior" and ‘talking about rights’ as dangerous
activity to be immediately reported to management.
- Deutsche Post has a code of conduct based on the Universal Declaration of Human Rights, ILO
conventions, and the UN Global Compact, but its DHL management threatened and discriminated
against workers who sought to exercise the rights set forth in these instruments. [...]
- Siemens points to the UN Global Compact, the Universal Declaration of Human Rights, the ILO
Tripartite Declaration, and the OECD Guidelines as the underpinnings of its corporate social responsibility program, but for years US management in Monroe County, New York, unlawfully refused to bargain with workers."
—Human Rights Watch (2010: 122f.)

It is even more difficult to implement and enforce labor standards in suppliers’ factories
in non-OECD countries than it is to do at a company’s own production facilities. While many
companies emphasize that they expect their suppliers to comply with the Global Compact’s ten
principles, few have an adequate monitoring system to check compliance. Participation in the
Global Compact gave some companies the opportunity to review and adjust their suppliers’ labor standards25. One company explained that factory inspections revealed no complaints:
“Also at Hong Da, our Chinese factory in Dongguan, the internal Miele standards apply, in accordance with which every employee is to be treated with respect and discrimination in any form is totally unacceptable. Up to now no case of this type has been recorded.” (Miele, 2009: 4)
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In contrast, Puma (2007: 44; 2008a: 20) reports that not one of their 400 suppliers complies 100% with the code of conduct, and that it is therefore important to define minimum
standards. Even before participating in the Global Compact, Puma (2009: 39f, 58) and Otto
Group (2009a: 40; 2009b: 3) developed a complex monitoring system and mentioned the working conditions of their subsuppliers. Puma and Otto Group are the only companies of this sampling that describe in detail the results of their monitoring, though they do not name the suppliers:
“It is common knowledge in our industry that software programs have been developed specifically
for this purpose, with workers being coached on how to answer questions about attendance records. [...] Almost all of the workers we interviewed were not aware of their entitlement to minimum
wages and legal benefits or how wages were to be computed. Very few factories provided legal benefits: such as annual-, sick- or maternity leave.” (Puma, 2009: 45)

Oxfam Germany certifies that Puma is making progress on the suppliers’ labor standards. However, it criticizes Puma’s decision to terminate the contract of a Vietnamese supplier

whose workers had set up a well-organized union. Oxfam Germany offers the following recommendations for Puma that might apply to all companies with suppliers in non-OECD countries:
- Will source any new production in countries where workers’ rights to form independent unions
have the force of law.
- Makes a commitment to prioritise retaining production in factories where workers have formed
unions and are asserting their rights.
- Makes a commitment that workers producing for PUMA should be paid a living wage.
- Adopts a policy either banning or strictly limiting the employment by suppliers of workers on
short-term, unstable contracts.
- Makes much more serious efforts to ensure workers understand their rights under PUMA’s Code
of Conduct.
- Makes a legal long-term commitment to suppliers, giving them greater incentive to adhere to PUMA's Code of Conduct.
—Oxfam, quoted in Puma (2007: 62)
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Environment
Most businesses started to deal with environmental issues even before participating in
the Global Compact, and they present their Communication on Progress as an inventory.
Nearly all businesses describe their impact on the environment; three report only on this topic26. Most of the large companies started a strategy that combines different environmental
measures before committing to the Global Compact. Fraport (2009: 30) took the commitment

to the Global Compact as an opportunity to develop environmental policies based on the
Global Compact’s environment principles. Three businesses began to identify environmental
risks or saving potentials in their operations only after participating in the Global Compact 27.
Most businesses describe environmental measures, particularly in connection with the reduction of water and paper usage28, the use of public transport29, energy-saving measures30, the
consumption of renewable energies31, waste prevention and recycling32, the application of video and telephone conferencing33, and the installation of environmentally friendly technologies

in new buildings34.
Some companies refer to their environmentally friendly products; for example, financial services refer to their sustainable investment funds, insurance companies to their reduced
rates for low-emission cars (Munich Re, 2009: 12), and car manufacturers to their lowemission cars (e.g. Volkswagen, 2009a: 5)35. Insurance companies describe their commitment
to climate protection and mention the increase in weather-related damages from global warming, for which the insurance must cover (Munich Re, 2009: 10; Allianz, 2008: 10ff.). Some
businesses report on training for employees regarding environmentally conscious behavior,
such as eco-driving practices36.
While companies participating in the Global Compact’s CEO Water Mandate submit
their general sustainability reports, Siemens (2010a) presents the only report that directly refers
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to the issue of water. It describes, in detail, measures such as water metering, the Supplier Code of
Conduct (which governs the wastewater treatment and water consumption), research on sustainable
wastewater treatment technologies, philanthropic activities, and awareness-building initiatives related to
water.
Some of the companies operating in non-OECD countries require their subsidiaries and/or
suppliers to comply with environmental standards37. Volkswagen (2005: 59; 2009a: 4) reported about
trainings on environmental issues in its production facilities in Mexico and China, as well as for its suppliers in Shanghai. To make purchasing environmentally and socially produced cotton possible, Michael
Otto, the owner and CEO of the Otto Group (2009a: 71), founded the Aid By Trade Foundation,
which supports African small-scale farmers in the sustainable management of their fields and finances
local infrastructure. With regard to the precautionary approach (Principle 7), Armacell (2009: 19) and
Puma (2009: 35) renounce certain substances that are not yet banned but are assumed harmful to the
environment.
Some companies’ activities, in contrast, have a significant negative impact on the environment,
and it is questionable whether these companies observe the precautionary approach. These companies
include:


RWE and E.ON, because of their coal and nuclear power plants;



Bayer and BASF, due to their production of pesticides, genetically modified seeds, and
other products whose health effects have not yet been adequately studied;



Henkel’s participation in biofuel projects and the use of palm oil;



Siemens’s technical equipment for dams with adverse effects in the environment;



Deutsche Bank and WestLB, for financing projects with negative environmental impact.

The reports of these companies ignore critical arguments and avoid a thorough impact analysis.
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Anti-corruption
Many businesses include anti-corruption policies and procedures in their codes of
conduct, and some report that their participation in the Global Compact inspired them to
develop an anti-corruption policy38:
“Immediately after the implementation of the 10th principle into the Global Compact framework Deutsche Telekom started to revise its group wide valid Code of Conduct which will be
ready for communication approx. end of 2005.” (Deutsche Telekom, 2005: 5)

Money laundering39, conflicts of interest (WestLB, 2007: 37), and the acceptance of
gifts40 are other topics that German businesses describe under the anti-corruption principle., Some companies have an ombudsperson or a complaint hotline specifically responsible for issues related to corruption41, and/or offer trainings to their employees42.,
While some businesses43 maintain that there are no occurrences concerning the

violation of the 10th principle, others report allegations of corruption within their organizations. Helog (2009: 1) lost its contract with the United Nations because it was under suspicion of corruption. Particip (2009: 10) refused an assignment because one of the proposed partners was involved in corruption suspicious activities (see Boll und Partner,
2009: 1). Siemens (2007: 2; 2008: 9, 19) mentions its corruption scandal by pointing out
that individual employees were involved—which contradicted information that emerged
during the trials suggesting that Siemens had systematically established a coding system to

conceal corruption payments (Buchholz, 2007). In its subsequent reports, Siemens (2009:
170) describes the improvement of its compliance system, as well as nearly 1,000 disciplinary actions against individual employees. Volkswagen (2007a: 11; 2007b: 34ff) reports on
the development of ethical guidelines, and explains its newly introduced anti-corruption
system without mentioning the so-called Volkswagenaffaere, where management bribed
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members of the worker council. Henkel (2008: 11) appointed a Chief Compliance Officer after a lawsuit concerning illegal price fixing agreements with other detergent manufacturers (see
Hamm and Koch, 2010: 35). RWE (2004: 58; 2006: 10) describes two corruption scandals: one
refers to payments under a procurement contract for waste disposal, the other to payments
made to two members of the federal state parliament.
Those businesses reporting on corruption allegations claim that these are isolated cases, and explain actions taken to combat corruption. German businesses also describe their lobbying activities—but not in connection with the tenth principle. RWE (2004: 59; 2006: 50) is
the only company that describes—and justifies—its lobbying under the tenth principle.

Other Topics Relevant to Good Business Conduct
Analyses of these challenges demonstrate that the ten principles of the Global Com-

pact do not cover every business ethics challenge some of the researched businesses are facing, including:


Lobbying: German companies report on lobbying, but do not assign this issue to
the tenth principle, although several large companies were already under suspicion for gaining undue advantage due to their lobbying activities—for example,
Volkswagen against climate protection measures and BASF against REACH,
the Chemical Regulation Framework of the European Union (Germanwatch
2007; Ott et al. 2008).



Non-sustainable business activities: Some businesses participate in highly controversial activities, such as nuclear power or the production of pesticides.



High compensation for CEOs: High payments for CEOs—such as Klaus Zumwin40

kel (Deutsche Post) after his resignation due to tax avoidance—are controversial
(Leyendecker, 2009; see Deutschlands, 2011).


Job insecurity and temporary agency work: The reports make little reference to the rising employment of temporary workers, which is often associated with job insecurity.
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APPLICATION OF INTEGRITY MEASURES
Since 2004, systematic and egregious abuse of one of the ten principles or missing the
deadlines for the Communication on Progress (COP) has led to the delisting of a business
more than once. From the beginning, the German network agreed that businesses egregiously
violating the principles should be delisted (Interview Pohlenz/ICC Germany). If a dispute
cannot be resolved through dialogue, it is referred to the National Contact Point (NCP) of the

OECD based in the German Federal Ministry of Economics. However, John Ruggie (2008:
26), who helped design the Global Compact, criticizes these NCPs as inefficient because they
do not have sufficient resources or expertise to handle cases properly. In addition, the NCPs
are often connected closely to the economic sector, which can lead to a conflict of interests.
The German network has forwarded two cases to the NCP, neither of which resulted
in the delisting of the companies involved (Interview Helmchen/DGCN; Germanwatch
2007). Although some German companies have been delisted temporarily, non-profits question the consistent implementation of integrity measures (Interview John/Amnesty International Germany, Interview Mimkes/Coalition against Bayer Dangers, Interview Mittler/Cora
Network, Germanwatch 2007).
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SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

Most of the largest German companies participate in the Global Compact. This active engagement spans different sectors, and includes family-owned businesses that uphold
traditional values, as well as those operating in sectors that German society at large tends to
regard as highly controversial. Several of the participating SMEs are active in the field of
CSR. Most of the participating businesses depend on highly skilled employees and offer
them excellent working conditions.
After two years of participation, more than 80% of German businesses comply with
the reporting requirements and are therefore listed as active participants.
The data showed a difference between the reputations of participating and non-

participating companies. Even before committing to the Global Compact, the participating
companies’ reputation was higher compared to non-participating companies, and it improved in the course of their participation.
The steering committee of the network has a formal structure, whose members are
elected by the participating companies. It consists of companies, non-profits, and government officials, but no unions. The fact that the GIZ, a government-owned company, coordinates the German Global Compact network, and that government officials are represented
in the steering committee, contributes to the great acceptance of the Global Compact by
German businesses. In the future, the newly established foundation of the network intends
to finance the network activities and subsequently also the network coordination. With two
to four events a year, the German Global Compact network offers businesses the oppor-
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tunity to discuss current international issues with various stakeholders and experts in a safe environment. Through the network’s coordination, businesses receive assistance for the compilation
of their reports.
Although the steering committee supports sanctions for egregious violations of the principles, the implementation remains unsatisfactory.
Most businesses had already started CSR activities before committing to the Global

Compact; essentially, that commitment symbolized an acknowledgment of and an agreement to
continue ongoing CSR practices. Participation in the Global Compact formalizes the CSR activities (output), however; many of the codes of conduct of participating businesses refer to all four
areas of the Global Compact, and more than a third of all businesses explicitly mention the
Global Compact in their codes of conduct. Several European-wide, industry-specific codes of
conduct also use the Global Compact as a framework. Participation in the Global Compact is a
high priority, and is mentioned in a prominent place in the businesses’ reports and/or on their

websites. Most businesses state their commitment in the foreword of their reports, as is requested by the Global Compact.
Although most businesses started a CSR process prior to the participation in the Global
Compact, many SMEs and large companies report for the first time about their CSR activities
for the year after making a commitment to the Global Compact. The outcome is mainly the compilation of a report detailing CSR policies and activities and comparing them to international
standards. These reports show little measurable results. They describe the implementation of
some principles, but focus on the description of positive examples and avoid critical and problematic issues.
Large companies have the human and financial capacity to engage in network meetings
and participate additionally in working groups or in the steering committee of the network.

44

Therefore, they benefit most from the Global Compact, because they have the opportunity to
receive specific suggestions for their daily practice. This is especially true for the human rights
principles, which, ever since the 60th anniversary of the Universal Human Rights Declaration in
2008, have been a focus of the German Global Compact network—leading to its integration
into corporate practice in some cases.
In Germany, the thematic foci within the four areas are as follows:

Table 3: Main topics of German Businesses in Relation to the Ten Principles
Area

Main Topics

Human Rights

Human rights less relevant for businesses within Germany, however important in

Labor Standards

the supply chain abroad
Reconciliation of work and family life, diversity, health and safety

Environment

Climate change, renewable energy, public transport, saving potentials

Anti-corruption

Money laundering, conflict of interest, bribery, corruption

While German law requires the implementation of the Global Compact’s ten principles
in Germany, companies operating in non-OECD countries face a variety of complex challenges,
including human rights violations and low labor standards (particularly in the supply chain). The
consistent implementation of the ten principles in non-OECD countries through training of
suppliers and a systematic and transparent monitoring is still pending.
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LIST OF ABBREVIATIONS
BMAS

Bundesministerium fuer Arbeit und Soziales (Federal Ministry of Labour and Social
Affairs)

BDI

Bundesverband der Deutschen Industrie (Federation of German Industries)

BDA

Bundesvereinigung deutscher Arbeitgeberverbände (Confederation of German Em-

ployers’ Association)
C

Company

COP

Communication of Progress

CSR

Corporate Social Responsibility

DGCN

Deutsches Global Compact Netzwerk (German Global Compact Network)

GIZ

Gesellschaft fuer Internationale Zusammenarbeit (German Society for International
Cooperation

ILO

International Labour Organization

ISO

International Organization for Standardization

LEED

Leadership in Energy and Environmental Design

NCP

National Contact Point (of the OECD)

SMEs

Small and medium-sized enterprises

UNEP

United Nations Environment Programme

WWF

World Wildlife Fund
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LIST OF THE INTERVIEWEES

Participating Companies
1. Outermedia, Berlin (Berlin: July 2, 2009)
2. NOBA Verbandmittel, Wetter/R. (Wetter/R.: June 10, 2009)
3. SAP, Walldorf, (Walldorf: November 21, 2008)

4. m:con, Mannheim (Berlin: November 11, 2008)
5. armacell, Muenster (phone interview: November 24, 2010)
6. a.c.a. Riegelsberger, Mannheim (Mannheim: November 21, 2008)
7. Business Keeper, Potsdam (Potsdam: October 14, 2008)

Participating Non-Profits
8. Eigen, Peter: Co-founder of Transparency International, Chairman EITI, Berlin (Berlin: October 9,
2008)
9. John, Mathias: Amnesty International Germany, Speaker of the Working Group: Business and Human
Rights, Berlin (Berlin: July 1, 2009)

Participating Business Associations
10. Pohlenz, Angelika: General Secretary, International Chamber of Commerce – Germany, Berlin, (Berlin
July 3, 2009).

Other Participants
11. Lampe, Wilhelm-Otto: Director, Department Protocol and Foreign Affairs of the City of Berlin
(Berlin: October 13, 2008)

Network Coordination
12. Helmchen, Constanze: Coordinator of the German Global Compact Network, GIZ, Eschborn
(Eschborn: December 18, 2008)
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United Nations
13. Staff A, United Nations Global Compact, United Nations Headquarters, (New York:
November 16, 2007)
14. Staff B, United Nations Global Compact, New York (Chicago: May 10, 2010)
15. Ruggie, John, Special Representative of the Secretary-General on Human Rights and
Transnational Corporations and other Business Enterprises, New York, (phone interview:

April 22, 2010)

Non-Participating Non-Profits
16. Mimkes, Philipp: Coordination against Bayer-Dangers (www.CBGnetwork.org), Cologne
(Cologne June 12, 2009)
17. Mittler, Daniel: Co-founder of CorA Network, European Climate Foundation, previous
Greenpeace advisor and campaign coordinator of Friends of the Earth International, Berlin

(Berlin: July 1, 2009)

Academia and Consulting
18. Researcher of SFB 700 Governance in Raeumen begrenzter Staatlichkeit. Free University Berlin
(Berlin: October 15, 2008)
19. Mitchell, Ronald: Political Studies, University of Oregon, Eugene, (Portland: September 23,
2009)

20. Prakash, Aseem: Political Studies, University of Washington, Seattle (Seattle: September 16,
2009)
21. Rieth, Lothar: CSR Project – Institute for Political Science, Technical University Darmstadt
(Darmstadt: December 12, 2008)

22. Risse, Thomas: Director of SFB 700 Governance in Raeumen begrenzter Staatlichkeit, Freie
Universitaet Berlin (Berlin: October 13, 2008)
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FOOTNOTES
.
1. The Global Compact distinguishes between a company (more than 250 employees) and a small and
medium-sized enterprise (less than 250 employees) (UNGC, 2010a).
2. For a detailed description of the methodology, see Hoessle, 2013a: 98 and Hoessle, 2014: 32.
3. Henkel, 2008: 41; WestLB, 2007: 3; RWE, 2008: 2; GTZ, 2008: 3; Deutsche Bank, 2008: 4.
4. 4Flow, 2008: 6; Media Consulta; 2010: 8, tesa, 2008: 13; WestLB; 2007: 33.
5. see Miele, 2005: 93; Michael Otto quoted in Otto Group, 2009a: 73; Robert Bosch quoted in Bosch,
2008: 2; Henkel in Hamm and Koch, 2010: 36f)
6. Volkswagen 2009b: 13; Siemens, 2008: 54; RWE 2008: 57; BSH 2009: 10
7. Allianz, 2005b: 1, 7; Armacell, 2009: 6; BASF, 2004: 53; Bayer, 2011: 4; BMW, 2008b: 6; BSH, 2006b:
2; Bosch, 2008: 3; Daimler, 2008b: 4; Deutsche Post, (2011); E.ON, 2007b: 10; Epcos, 2010: 2; Henkel,
2010: 11; Merck, 2008b: 4; Munich Re, 2009: 8; Noba, 2009: 2; Osram, 2007: 8; Otto Group, 2009b: 1;
RWE, 2009: 17; tesa, 2010: 5; Tima, 2008: 4; TUEV Rheinland, 2008b: 2f.; Phoenix, 2009: 4.
8. Henkel, Deutsche Post, Allianz, Fraport, Daimler, Merck, RWE (BME, 2013).
9. Volkswagen, 2005: 22; TUEV Rheinland, 2008: 45; Karl Storz, 2010: 1; Commerzbank, 2008: 10.
10. Puma, 2006: 38; Otto Group, 2007: 33; Deutsche Telekom, 2007: 3; Karl Storz, 2009: 1.
11. E.ON, 2007b: 10; BSH, 2009: 13; TUEV Rheinland, 2008a: 46; Siemens, 2008: 85; Munich Re, 2009: 8;
Allianz, 2008: 3; Puma, 2009: 29; Osram, 2007: 3; Merck, 2009: 70; Volkswagen, 2009a: 2; BMW, 2010:
107; Bosch, 2009: 16; Hager, 2010: 4; Deutsche Post, 2009: 50; Bayer, 2008: 104.
12. Commerzbank, 2008: 80; E.ON, 2008: 60, Henkel, 2005: 41; Merck, 2007a: 57; Otto Group, 2009a:
94; Puma, 2009: 114; RWE, 2006: 82, 2004: 87; Siemens, 2009: 171; Studiosus, 2009: 6; Volkswagen,
2007b: 81; BSH, 2008: 5.
13. Wacker, 2010: 82; WestLB, 2005a: 57; The Linde Group, 2009a: 82; Fraport, 2009: 60; BMW, 2010:
107.
14. 4flow, 2009; Allianz, 2009; Bosch, 2010: 18; Daimler, 2008b; Deutsche Telekom, 2006; Epcos, 2009a,
2010; FAI Rent-A-Jet, 2008; teas, 2010; Tima, 2009.

15. WestLB, 2005a: 11; Volkswagen, 2009b: 11; Otto Group, 2004: 57; Miele, 2008: 6; BSH, 2006a: 7;
E.ON, 2007a: 16; Bayer, 2008: 21; Commerzbank, 2009b: 57.
16. Siemens, 2009: 35; SAP, 2008: 2; Otto Group, 2009a: 20.
17. Deutsche Bank, 2008: 6; Volkswagen , 2009b: 32
18. Armacell, 2008: 14; Wacker, 2010: 80; WestLB, 2007: 13; tesa, 2008: 10; Siemens, 2009: 117; Phoenix,
2009: 7; Osram, 2007: 4; Otto Group, 2009a: 48; RWE, 2006: 14; Miele, 2007: 14; Munich Re, 2009: 8;
Phoenix, 2007: 5; Studiosus, 2009: 21; MEN Mikro Elektronik, 2009: 4; Hager, 2010: 1; Magnetec, 2010:
1; Epcos, 2008: 2; Deutsche Post, 2008: 4; Deutsche Bank, 2008: 2; BSH, 2008: 9; Bosch, 2009: 16.
19. E.ON 2007b: 10; BASF, 2008: 4; Bayer, 2008: 106; Volkswagen, 2009b: ii.
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20. WestLB, 2007: 49; Deutsche Lufthansa, 2007: 42; Addinol, 2009: 2; Deutsche Post, 2008: 4; Karl Storz,
2010: 10; E.ON, 2010: 130; FAI Rent-A-Jet, 2008: 7; Epcos, 2008: 2; Helog, 2010: 15; Otto Group, 2009a: 28;
Macondo, 2010: 10; Volkswagen, 2005: 118; Particip, 2009: 5.
21. Deutsche Telekom, 2008: 1; epos, 2009: 2; Techno Trans, 2007: 29.
22. Siemens, 2008: 86; Wenzel Elektronik, 2010: 3; Karl Storz, 2009: 7; Techno Trans, 2007: 29
23. Ifok, 2009: 3; Media Consulta, 2010: 7, WestLB, 2007: 32; Deutsche Telekom, 2008: 1
24. Magnetec 2010 and Technotrans 2007, 2009, 2010
25. Noba, 2009: 2; Karl Storz, 2010: 5; Armacell, 2008: 10ff.
26. Wenzel Elektronik, 2009: 2; Addinol, 2008; Ampeg, 2007.
27. Armacell, 2008: 13; Tima, 2009: 4; Noba, 2010: 4.
28. Commerzbank, 2009a: 5; Epos, 2009: 2; Ampeg, 2009: 4; FAI Rent-A-Jet, 2007: 10; Karl Storz, 2010: 17;
Deutsche Telekom, 2008: 3; WestLB, 2007: 47; Particip, 2009: 8; Qualifizierungsförderwerk Chemie, 2010:
11f.; teas, 2008: 9.
29. Ascention, 2009: 5; IFOK, 2007: 4; WestLB, 2007: 45; TIMA, 2008: 5; SAP, 2008: 3; Particip, 2009: 9; Media Consulta, 2010: 9; Business Keeper, 2008: 4.
30. Epcos, 2008: 2; MEN Mikro Elektronik, 2009: 5; Merck, 2009: 70; Noba, 2010: 4; WGZ Bank, 2010: 4;
WestLB, 2007: 44; TIMA, 2008: 5; Siemens, 2009: 170; Business Keeper, 2008: 4; Hager, 2010: 9; Helog, 2009:
8; Deutsche Telekom, 2008: 2.

31. Ampeg, 2008: 5; Media Consulta, 2010: 9; Mcs Promotion, 2009: 4; Miele, 2009: 6; Otto Group, 2008: 6;
SAP, 2008: 3; Wenzel Elektronik, 2009: 3; Phoenix, 2009: 7; Particip, 2009: 8; Helog, 2009: 8; Qualifizierungsförder-werk Chemie 2010: 11f.; tesa 2008: 9.
32. WestLB, 2007: 47; TIMA, 2008: 5; Wenzel Elektronik, 2009: 4.
33. Commerzbank, 2009a: 5; Mcs Promotion, 2009: 4, TÜV Rheinland, 2008a: 47; Particip, 2009: 9.
34. Particip, 2009: 8; PUMA, 2009: 36; Deutsche Bank, 2008: 6; FAI Rent-A-Jet, 2009: 5.
35. Commerzbank, 2009a: 9; Munich Re, 2009: 12; WestLB, 2007: 24; Allianz, 2007: 9.
36. Volkswagen, 2009a: 4; see Karl Storz, 2008: 2; IFOK, 2006: 1
37. Osram, 2007: 4; Volkswagen, 2005: 59f; SAP, 2009a: 5; Deutsche Telekom, 2008: 4.
38. Karl Storz, 2007: 4; Particip, 2009: 10; Helog, 2009: 10; Hager, 2010: 12; SAP, 2008: 4.
39. Allianz, 2007: 11; WestLB, 2007: 37; Deutsche Bank, 2008: 12
40. Deutsche Post, 2008: 5; Commerzbank, 2009a: 10; 4flow, 2009: 12; Noba, 2009: 5
41. Siemens, 2007: 2f.; Merck, 2009: 70; Volkswagen, 2009a: 6; Otto Group, 2008: 5; Munich Re, 2009: 8.
42. Allianz, 2009: 14; WGZ Bank, 2010: 4; Munich Re, 2009: 8; Merck, 2009: 70; Siemens, 2009: 115; Karl
Storz, 2009: 9; Fraport, 2009: 61.
43. WestLB, 2007: 57; WGZ Bank, 2010: 4; Noba, 2010: 5; Karl Storz, 2010: 18.
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