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It is a pleasure and an honour to be here in gémsarkable University of Notre Dame. My wife Judy
and | had the opportunity to walk around the béalutampus this morning and learn something of its
history. We were everywhere conscious in buildiagd ethos of the impact that Father Theodore Hghbur
has had, in history so to speak, as Dean for alfoastdecades, so it was a great honour and sarfwind
myself sitting next to Father Hesburgh at dinnet emhear his wise words just now. | am also sooyto
be able to attend the main part of the confereme®irow — there are papers from Nigeria, Angole, th
Democratic Republic of Congo, Colombia and Suddmraas in which our industry and often companies
with which | am directly involved have learned ofteard lessons which | hope we are sharing andizgpl

The terms corporate responsibility, corporate $aesponsibility, CSR, etc are relatively new, but
the concept is not. There were two schools of thoirgthe 18 and early 28 Century. One tradition is
represented by Rockefeller and Carnegie and pedw@psued by Bill Gates and Warren Buffet —
essentially philanthropy and not related to howrtteney was made. The other tradition is that pefisdn
in England by the Quaker industrialists Cadbury Rogvntree. This was a concern for the effects of
business and is integral to business, dealingXamgle with the improvement living and working
conditions. This was followed in the United StabgsHenry Ford paying his workers five dollars a day

| will take the second approach — activities inéé@o the business and not philanthropy, however
important and beneficial philanthropy is. If we tileg with responsibilities that are integral to mess the
first question has to be — what is the object béisiness?

The object of a business

Some time ago Judy and | were listening in bediérhorning to a representative of Levi Jeans
being interviewed on corporate responsibility. idele of the work the were doing responsible empleym
and in their supply chain and so on, but when pdiflyethe interviewer he said that, of course, thied of
our business is to make money. We agreed thattrtlia object of Levi’'s business is to make the EEms
in the world. If they do that, people will flock their door and they will certainly make money. Siwceed
and be sustainable, they have to make money. Bhbitld be an enabler not an end in itself.

Just the other day | was in Singapore at a conferspeaking on climate change. Someone from
Procter and Gamble was speaking before me onexeliff subject, and the conference was (unusually fo
Singapore) running seriously behind schedule. \8Bad listening somewhat impatiently. But | was detiégl
to here him speak with enthusiasm of the threehilimes a day that P&G products touch peoplehis t
planet, presumably some of them several times, tlembtenefits that this brings. He was clearly jpasge
about what the products could do for consumerghide added “as a result of this, but please nateitis
as a result, we make money”. | recognised a kindpat.

In a recent film and book on The Corporation, Begtan puts overwhelming emphasis on his view
that a corporation’s legal fiduciary duty is to nmakse profit and that if directors and managemenhdt do
this they can be sued. | believe that this is todisn of the duties of directors. During my yeatsShell the
Shell Business Principles, promulgated in the siegnlist obligations to what would now be called
stakeholders — customers, employees, governmentshet responsibility to shareholders is givenoas t
provide an acceptable return and to protect theevaf their investment. No one has sued us yémnadh |
suppose in this litigious world it may yet comethat.

One can perhaps draw an analogy with a car or aliiden The objective of a car is personal
transportation from A to B. To do this you neegbtt gasoline into it. That is like the shareholdersds or
borrowings of a company. But it is not an end selit. Of course, that fuel, that enabler, needseto
converted efficiently into forward motion. If theheels spin and the vehicle does not move, or thmen



does not convert the fuel properly, the vehiclessless. That is like a business which does noenmrainey.
Utterly useless — it will not survive. The fueletengine and the wheels are essential to the eelict they
are not the object. The object is to move somewmra A to B. Incidentally that process is not veffjogent.
Only about 15pct of energy actually moves the Mehand its passengers, the rest is wasted. Onlytdbo
percent actually does the job of moving the permmyest moves the vehicle, which is not the obgct of
the exercise. The same lack of concentration omeifileobjective is true of many corporations.

I might add that of course for some people trartsipom A to B is not what they use the vehicle for
— itis for show, cruising round town, making addtnoise, beating the next person of the staria#fic
signals, sometimes just the sheer pleasure ofndyivir the thrill of speed. That is similarly traesome
people running businesses — they do it for kick$pofun, or for show, or beating the guy next dddut
the real objective of a business is to supply gavdservices which its customers need or wantpteadat
affordable and probably decreasing prices, contislyoimproving on the product. Some of the rest tay
essential, and some of it is certainly fun, big ot the real objective.

When | was a teenager, my father asked me whahtedao do. We lived on an island in the
Caribbean and he was a sugar planter. | used touya with him seeing ploughing or cutting of ttame. It
was a great job and you could really see the esfithe human effort working with nature, essdigtia
producing sugar loaded into ships, but with langgeyment and many challenges. | said | wantedbto d
that. He said that that era had come to an erthuld go and do something else useful. So | tanmyself
geology at school and then studied it at universitgt eventually joined Shell as an exploration ggist.

It is very important for people to enjoy and feehunitted to their work. It is not just the ethids o
the business or the utility of the product — whetfa are a carpenter, an artist, an exploratiaiaggst or a
financial wizard — it is important to enjoy it aag@ply your talents.

Sustainable Development

| have never had a moment’s doubt that the pravisfcenergy to people is useful to society as a
whole and the same is true of the metals that ihenqhcompany | now work for produces. The modern
world depends on energy for everything from footlghting and comfort to transportation. The metais
equally essential in that process. Energy and siettainly meet the needs of modern society. Bthe
mid 80’s the UN Brundlandt Commission came up Wi report “Our Common Future” which defined
Sustainable Development as Development which nieetseeds of the present without compromising the
ability of future generations to meet their own e

This is a brilliant definition — not a static orimyt one which does mean that if this generation is
using up a finite resource, a part of our natuagiital, it will only be sustainable if we are corugg it into
other forms of capital — human capacity and edanatnfrastructure etc. Our forebears radicallynge
the planet, just as we are changing it now. Inctime of our forebears they made many mistakeshewyt
left us with legacies of education, art, sciencenmerce, religion, political systems and infrastunoe. | do
not think that they have compromised our abilitesneet our needs. Far from it. You have but tklo
around the campus of Notre Dame to see it. The svondthe monument to Christopher Wren, the ardhitec
in St Paul's Cathedral are just as appropriate. [&nm@monumentum requris, circumspitieyou seek a
monument, look around you! But | am not at all siina we can still claim the same. If we lookls t
proportion of people in the world who are not adegly fed, not educated, who do not benefit frondera
medicine, and who do not currently have the mearsitn an adequate livelihood we are plainly not
meeting the needs of the present generation. bdtake an apocalyptic view of the environment. 8om
countries demonstrate the means to ensure thaatienal environment is reasonably protected, algho
many countries do not. But in at least one urgenss, it would appear that we are compromisingbily
of future generations to meet their needs. Itasnpthat while we in the developed world can usergyn
very much more efficiently, if the needs of the eleping part of the world are to be met, large ant®of
additional energy will be needed. And yet we knbat tour main sources of energy, the fossil fuels on
which our own economies are built, are having gpaiot on our climate.



| have had the privilege of living in ten countras®d visiting natural resource operations in anothe
thirty or so. | have been able to see the impadexelopment over time. When | first worked in Onian
the sixties as a field geologist, it was a medihewantry. There were only a couple of doctorsdanillion
people, the disabling eye disease trachoma wadeifeale genital mutilation was common and educatio
was basic or non-existent. In the intervening yeaith a change of ruler and wise government, Ohas
become a modern country, with a reasonable disinibwf its oil income, an excellent education syst
medical care to be proud of and an elected Majliganliament with women represented.

In the same period Malaysia has been transfornoed &n economy dependent on primary resources
— oil and gas, tin, palm oil and rubber - whereerdetermined both perceptions and generally theahiies
of occupations to a modern economy with a strogigt Inanufacturing base, a sound educational syasteim
a society where one can no longer guess occupfationrace.

In Nigeria on the other hand, the outcome and eafitin of income from oil and gas development
has been less happy. Oil revenues have often besapptied and in some cases stolen through coompti
There are divisions in society as arguments deval@p the allocation of revenue expenditure toedéht
parts of the country.

The causes of different outcomes

What causes different outcomes? In each case, direaqompany was the same, operating with
similar people and to similar principles. The acti@f companies, both positive and negative, unialiyp
had some impact. If we take some pleasure andtdcedhe positive outcomes we must also shargéie
and the blame for the negative ones. But the riéfakence has come from the characters and motinatof
the government leaders involved. Oman and Maldyesi@ been blessed with leaders with very cleaonssi
and commitment to development, providing framewavifin which business and civil society operate.
You might not agree with the political system ither case, but there is no denying the resultsefdigon
the other hand has suffered from frequent chanflesdership, normally by military coup, with lease
whose agendas have often been more personal tianalaThe present democratic government is making
progress in the battle to establish sound and wmgtad governance systems. President Obasanjonterta
established his national leadership credentialswhgereturned the country to civilian democratic
government, stepping down as President in 197%tkerway for a civilian government.

But government alone is not enough — differentgaftsociety need to co-operate. In Malaysia,
perhaps as a result of staring into the abyssaidilralaughter in 1969, different ethnic groupséiav
developed working compromises. In Oman, it has lpeesible to build on strong social and religious
structures. In Nigeria, the creativity and enerfgiail society is evident in the way that in resise to a
severe deterioration of the education system, peogve got together to start their own schoolsigitels
institutions are strong and family cohesion andosupsystems are something which would benefit mg o
country. Without a government framework providiragsit structure services, much creativity has gane i
less socially constructive directions. You do nobw how dependent society is on government until yo
experience the lack of it. Commerce is essentideteelopment and poverty eradication, but so is
government.

This is the “justice” and framework of order to whiFather Hesburgh referred just now in quoting
Thomas Aquinas ant®Opus justitiae pax’; the work of justice is peace.

Limits to the Ré6le of Business

If effective government and functioning civil sogie@re essential components of development, what
of corporations? What are the limits of their rol@fen | joined Shell in the sixties, the involverhehITT
in developing country politics was an issue andatttévities of United Fruit had given rise to thathet
“banana republic”. Corporate concerns were to auwoidlvement in political activity in any form. lilme



seventies, | and many of my colleagues believetlitilacompany ran an efficient operation with sowstaff
development, employment, safety and environmemti#ips, did not bribe anyone, paid our taxes htipes
and in the country where income was earned andgedga a reasonable amount of community
development, our responsibilities stopped there. Ebonomist newspaper still holds this line, exgiregsin
a recent cover story the concern that companiestrmgsguidedly take on responsibilities of host
governments and vice versa. They stated “it igdheof elected politicians to set goals for regoitaf to deal
with externalities, to mediate among different iagds, to attend to the demands of social jusiicprovide
public goods and collect the taxes to pay for theenestablish collective priorities where that écessary
and appropriate and to organise resources acctytifdis is fine as an aspiration, but what abiha large
areas of the world where governments are eithapiale or unwilling to carry out this role, or westill,
steal the means by which they are supposed to oatrghe task? Where the proceeds of industry,
particularly extractive industry, are mis-spentros-applied over long periods by governments, peéyin
to the company and say “You made money, but treeligtle in the country to show for it.” To protetsiat
we paid our taxes is of no avail. It may not be @sponsibility, but it becomes our problem. If want the
sort of functioning society in which we can do mesis, we need to work with others to create thaaitips
and conditions which sound governance requiresald‘once we have paid our taxes, responsibilapst
is like a fully paid up passenger refusing to hem the pumps on a foundering ship because itheas t
captain’s incompetence that caused it. It is skigtited at best, and certainly not in the interebthe
shareholders.

Drawing the line of responsibility is difficult. &te time ago | had a discussion in London with a
minister of a country in which the company | workedplayed a major role. He asked me to intervene
try to stop the irregular activities of certain p&in his country. We had, as a matter of deliteepmlicy
and principle, avoided any connection with theiingites and the minister knew it. When | pointeat ¢that
this was no concern of mine, that it was not myntiguor my government so why me, he replied tha¢mvh
it all went wrong | could guess whose fault it wibble seen to be. At first this seemed to me tonhaiu
But was it so unfair? We were friends of the counittad the issue been a natural disaster, or egegial
issue for the nation, we would have immediatelyit to play our part. Is it the act of a frienchtert
one’s eyes and walk down the other side of thetthen a crime is being committed, just becaumsenibt
our business?

At a meeting recently | was asked, slightly aggkess, if | could give just one example of a
coroporate contribution to the delivery of the Milthium Development Goals (MDGSs). | was able to say
that taking my own company Anglo American as adgpbusiness example, we employ about 80,000
people in Africa directly and about the same inttisethrough contractors. Given about five members
each employee’s family that is almost a million pleadirectly dependent on our operations. In Aficat
direct payroll is some $3 billion a year. We spenthe $8 billion a year on suppliers in developing
countries, including some $1.6 billion a year tadd Economic Empowerment companies in South Africa,
of whom almost half are small and medium sizedrmsses. We pay some $1.6 billion in taxes in
developing countries. A large amount of the paynie®mployees goes again into housing, educatidn an
local businesses and service employment. So simghe normal line of business, without any
consideration of corporate responsibility spendthgs represents a significant injection of funolwards the
MDGs. This is replicated by many other businessé¢be developing world. In addition we some 5000
people on bursaries, scholarships, apprenticegauiate trainess. And some 3000 people on aptiredt
treatment for HIV/AIDS. Business makes by its vacjivity a serious contribution to the eradicatan
poverty and the building of capacity.

We have a strong interest in sound governancajdutandate to impose it. We have to work with
others — we need a collective approach. To workttogr to do that we need to build trust.

The Global Compact — bringing business, labour andivil society together

One of the biggest challenges for business in deugd) countries with weak governance is that we
have a strong interest in the development of sgavérnance, but not mandate to deliver it outsigeoovn
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business. We have to work with others in a colMecéipproach, so that the influence of businesgptied in
conjunction with others, moderated by their viearsg not applied in an unconstrained way.

At the World Economic Forum in Davos in 1999, KAfinan called for businesses to commit
themselves to a Global Compact based on nine ptegreflecting the major UN conventions on human
rights, the environment and labour standards. #tprinciple on corruption was added later. Some &nd
a half thousand companies in around fifty countnia@ge committed themselves publicly to these ppiesi
Part of the genius of Kofi Annan was that he ineadl\civil society and labour organisations in thecgsss.

The Compact provides a forum where businesses,scwiety and labour organisations can develop
practical approaches to the delivery of the higlell@rinciples. A second contribution is the deypat@nt of
local and regional networks where different sectdrsociety can work together on issues criticahtt
country. | recently attended a Global Compact Lddéstiwvorks Forum in Barcelona —very lively
participation from round the world.

Initially the Compact was criticised by some asggust talk, or “blue wash”. Indeed for some it
may be so, but | was struck at a recent regionab&|Compact Summit in Shanghai how sessions with
government representatives addressed practicafispaamn corruption and working conditions in local
manufacturing plants and mines. International lalmsganisations and human rights Non Governmental
Organisations (NGOs), whose presence was faciitayethe Global Compact, actively joined in andldou
see hard benefits from their involvement.

If business is to work with others in societiesusa the world to address issues critical to that
society — be they issues of employment, of govereaof corruption, of the environment or whateveéris
essential to build trust, for trust in businesstipalarly big business is generally low.

How can trust be built between companies, NGOstla@agublic at large? One way is through very
open reporting on standardised indicators such@setdeveloped by the Global Reporting Initiati@&().
These indicators are developed by a very transpprdnlic process involving representatives from N&O
UN agencies, labour organisations, and companiggoi®ing should cover the whole scope of a comEany
activities. Inevitable shortfalls in performancendze put in the context of overall performance a@ieit is
best if these indicators are independently verifigdte GRI also develops guidelines for specifiaustdy
sectors, NGOs, governments and local governmehts GRI itself, some local governments and some
NGOs are beginning to issue GRI compatible repmmttheir own activities, joining companies from all
around the world in building a global standard. Tied generation guidelines were launched at the
beginning of October in Amsterdam.

A second method of building trust is for groupN&Os and companies to work together on
particular issues. There are some excellent exangblthis. Arising from the “Publish what you pay”
campaign by Global Witness and the Soros Open §de@mindation, the Extractive Industries
Transparency Initiative was launched by the UK goreent. It involves oil, gas and mining companies
publishing what they pay to host governments ardithst government declaring what they have received
both being independently audited. It may be poegiblextend this transparency to the vitally imaott
ultimate use of the government revenue.

Similarly the Kimberley Process, which grew outohcerns over the use of diamonds as a source of
funding for conflict, now covers 99 percent of dmmd production and prevents the fuelling of comflin
another example, the Voluntary Principles on Ségamnd Human Rights were developed through co-
operation between the UK Foreign Office and theSti&e Department, with involvement of major
companies and human rights NGOs. The Voluntaryciilies provide agreed guidelines for the use of
armed security, the evaluation of risk and thesstefbe taken if government forces are used. Proper
application of these principles helps protect conmmfrom accusations of complicity in human rights
abuses. There are similar efforts in Sustainaldbdfies and in the Forest Stewardship Council.



Supranational or national legislation?

There is a third and somewhat more contentious\wahese the building of mutual trust between
companies and NGOs is needed. Many NGOs believeéntieanational, legally binding, regulation is dee
to govern the behaviour of multinational corporasie- indeed that view is probably shared by sewdral
you here. NGOs view the strong opposition from cani@s with deep suspicion. On the other hand
multinational companies fear an extension of — igdils — judicial activity, believing that this isgt going
to result in a plethora of frivolous cases broughtlew York courts by ambulance chasing lawyersinig
companies with an unattractive choice of makingdawut of court settlements, much of which goeti¢o
said lawyers, or proceeding with lengthy and expenigtigation ending before an unpredictable jury
relatively unaware of the background and condit@gainst which actions take place.

There is no doubt that there are many offencemsigauman rights and the environment carried out
by companies, but the vast majority of these oootiin major transnational businesses but in poorly
regulated national businesses, in manufacturingedisas artisanal mining, and underground coal ngjrin
many countries.

But despite clear and universally acknowledge@ements such as the Universal Declaration of
Human Rights, the ILO declaration on rights at wadhle Rio Declaration on Environment and Developimen
and the UN Convention against corruption, offeremesdaily committed against these in very many
countries. At the heart of the problem is an undedable lack of trust in national governance imyna
states, but superimposing international legislasipplicable only to international companies dods no
address this. Business is prepared to work witlegowents and other sections of society to ensaterth
each and every country national legislation is &a@and then enforced, to ensure that the priesipt
these major UN Declarations and conventions on lwthie Global Compact is based are honoured. Tlais is
major job. It could not be progressed in every ¢tgusimultaneously or evenly. But this, not graaasting
in New York or Geneva, is what is needed if wetarmake real progress across the world. Having thaid
there are clearly areas such as climate and tradeargsupranational regulation is required, butdteeas
are limited to the truly international issues.

In this process, the practical learning and diadogctivities of the UN Global Compact are very
important. In their work, companies need the exgyexe and expertise which civil society organisatiand
others can bring to bear. Groups of companies &@4$ both national and international, need to ooeti
to come together to make practical progress irctimplexities of real world situations in variousiotries,
and to back that up with well thought out and pripenforced national laws and regulations.

Application across all sectors of business

You may think that because | have spoken mainlyatie extractive industries that these issues are
only really applicable to them. In my experiencs th not so. Whether one speaks of a bank, oarbge
company, a media company, a communications compamsportation, manufacturing, healthcare or
construction, the business has as its key rol@rinsion of goods or services to its customers) ¥anm a
larger or smaller segment of society at large. Thdte real aim of a business. Different peopkeha
different skills and enjoy working in different insttries, but unless they focus on the essentiaktisg of
the business they will almost certainly fail. Otucge it is necessary to make profits, but | woulie that
profit is an essential enabler, not a pure entselfi Profit is also a very useful indicator oétéfficiency
with which the business is using resources andalapihis may seem to be just a question of sems bt
| believe it to be fundamental to the way in whieé set about doing business.

Some years ago | was talking to Barbara Hayes,wdwith ECCR, the Ecumenical Council for
Corporate Responsibility. | was drawing a diagraithwhe corporation in the centre and our different
stakeholders surrounding us. Barbara said to metilsawas typical of the corporate view of the igdot
should redraw the diagram with Society in the Geatrd others around as Stakeholders in Societiidn
diagram, business was just one stakeholder in §ot¢ikave never forgotten this and it chimes wegll



with something that the Bjorn Stigson of the Wdlasiness Council for Sustainable Development often
says, which is that business cannot flourish ina@esdy that is not flourishing. All of us, includireveryone
in business, have a strong stake in the sound ngi society. Thank you.



