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KEYNOTE ON THE OCCASION OF THE UN GLOBAL
COMPACT NETWORK GERMANY'S ANNIVERSARY

CONFERENCE 2025

Georg Kell
Chairman Arabesque
Founding Director UN Global Compact

As political and social framework conditions have un-
dergone profound changes over the past few years, the
guestion arises as to whether and how the role of busi-
ness in society is changing. The question is particularly
relevant because, in the USA and to some extent in other
OECD countries, policymakers have actively been work-
ing against the idea and practice that business supports
environmental and social change. This “backlash” is still
in full swing. Yet, at the same time there is evidence
suggesting that the “business case” for responsible and
sustainable practices is getting stronger.

How can we explain this? One way of exploring this ques-
tion is to reflect on the history of corporate responsibility
and its current status as a global movement, and then
assess its features against current geopolitical and envi-
ronmental trends. This, in turn, may allow us to identify
likely features of the role of business in society in the
future.
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LOOKING WAY BACK

Business responsibility dates back to the early times of
civilization. In China, for example, ancient governing prin-
ciples that go back thousands of years have long influ-
enced business practices to varying degrees. Even today,
a small group of privately owned companies practices
the ancient principles in letter and spirit on a day-to-day
basis. Another example is the Indian TATA group's strong
ethics and community engagement, dating back to the
founders' vision over 150 years ago, which in turn was
influenced by ancient Zoroastrian principles.

Another example from Europe is “Der Ehrbare Kauf-
mann” (“The Honorable Merchant") which stands for
strong ethical principles aligned with society. The
concept and practice emerged in the 12th century in
Northern Italy and in Northern Germany.

Industrialization ushered in a new era, with the strug-
gle for labour rights taking center stage. With the cre-
ation of the International Labour Organization (ILO) in
1919, workplace issues became the subject of global
norm-setting. Following World War Il and the end of the
Cold War, these efforts culminated in 1998 with the Dec-
laration on Fundamental Principles and Rights at Work.

BUSINESS RESPONSIBILITY & SUSTAINABILITY

GOES GLOBAL

With the end of the Cold War, something extraordinary
happened: Business Responsibility & Sustainability
(BR&S) became a global movement. Its seeds were
planted in the 1990s when the world embraced liberal
policies. With the opening of China in the late 1970s, the
collapse of the Soviet Union, and the fall of the Berlin
Wall in 1989, the epic struggle for ideological supremacy
seemed to have come to an end.

At the United Nations, there was talk of a “peace divi-
dend" and a series of major, influential global gatherings
were convened. Notable in particular is the Rio Earth
Conference of 1992 which tackled environmental and so-
cialissues, leading to the creation of the UN Framework
Convention on Climate Change (UNFCCC) and much
more. “Export-oriented"” development became the model
for developing countries, helping hundreds of millions of
people escape abject poverty. Foreign direct investment
was booming. At the same time, trade unions, civil so-
ciety, and religious organizations began to raise ethical
and workplace issues, inspired by the end of Apartheid
in South Africa in 1992 when boycotts of South African
products and companies investing there played a role.
The pressure from these non-state actors on businesses

toimprove social standards and broader anti-globaliza-
tion protests gradually built throughout the 1990s, as
was evident in the debates over the “social clause" during
the creation of the World Trade Organization and in the
street battles in Seattle in 1999.

In response to these pressures and motivated to spread
opportunities more widely around the world, the first
specialized organizations emerged to develop tools and
guidance for businesses to navigate this new world. In
the UK, former Crown Prince Charles established the
IBLF (International Business Leaders Forum) in 1990.
During the 1990s, London was the undisputed hotbed
of a nascent movement, with organizations such as
AccountAbility (1995) initiating pioneering work that,
over the years, would become core to the global consul-
tancy industry. In the United States, Business for Social
Responsibility (BSR) was founded on the West Coast in
1992, and General Motors was among the world's first
companies to engage in collective dialogue on disclo-
sure standards, which ultimately led to the creation of
the Global Reporting Initiative (GRI) on the East Coast
in 1997.
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Work on the United Nations Global Compact (UNGC)
began in 1998 in preparation for former UN Secretary
General Kofi Annan's attendance at the World Economic
Forum (WEF). The speech was carefully prepared over
months and tested with major stakeholders. When Kofi
Annan delivered the speech on a sunny afternoon at the
plenary in Davos on 31 January 1999, one could feel
how every word sank into the minds and hearts of all
present. The call to embrace nine universal principles
in the areas of human rights, labor, and the environment
to give globalization a human face resonated deeply (the
10th principle on anti-corruption was added in 2005,
once governments had adopted a global framework). The
speech made the front pages of numerous newspapers,
and while there was no intention to create an initiative,
expectations for follow-up intensified after the speech.
Trade unions, civil society, and businesses were consult-
ed, and 18 months later, in June 2000, a meeting was
organized in the United Nations' Economic and Social
Council Chamber. The intention was to declare victory
and move on to other issues. But the event turned into
a foundational meeting, with nearly 50 businesses com-
mitting to embrace the nine principles, including BASF,
DaimlerChrysler and Deutsche Telekom from Germany.

Following the launch event, the first steps to build a
global initiative were taken. The number of participants
continued to rise year by year, integrity measures were
refined, and engagement platforms were set up. In 2004,
a Summit was held in Shanghai which helped to grow
the initiative in China and beyond, and country networks
started to emerge around the world.

In the same year, the UN Global Compact convened a
working group of asset owners under the title “Who
Cares Wins" which launched the global ESG (Environ-
ment, Social and Governance) movement. A year later,
the Global Compact, together with UNEP/FI, launched
Principles for Responsible Investment (PRI) at the New
York Stock Exchange. Other platforms, such as Principles
for Responsible Management Education (PRIME) and the
Sustainable Stock Exchanges Initiative (SSE), were set
up toinvolve business schools and stock exchanges from
all over the globe. By 2015, there were over 50 country

networks up and running, and the UNGC had over 12,000
participants. Of course, beside the UNGC, many other
actors and organizations embraced the sustainability
agenda. Since 2015, the sustainability movement has
continued to evolve and grow. The Global Compact, for
example, has expanded its country networks and almost
doubled the number of participants.

The rule-based global order, with its bias towards liberal
values, provided the perfect context for the movement.
Non-governmental organizations, such as Amnesty In-
ternational, Greenpeace, and Transparency Internation-
al, flourished and kept pressure on corporations. The
costs of bad business practices, such as environmental
destruction or corruption, provided incentives to avoid
costly incidents. Policies and regulations in key markets
focused on responsible practices. In the US, the Foreign
Corrupt Practices Act was introduced, and many other
countries began to address corruption. Expectations that
policies would lead to more effective climate policies,
such as carbon pricing, continued to grow while other
social issues, such as women's empowerment, increas-
ingly found public support.

Businesses understood that responsible and sustainable
practices were a precondition for long-term success,
minimizing risks on the one hand and increasing oppor-
tunities on the other. Thus, responsible practices became
a tool to mitigate risks, enhance brand, and attract and
retain talent while fostering innovation. The global rule-
based system and market integration de facto created a
context for arace to the top. Businesses from developing
countries were eager to export to OECD countries and
meeting high standards was seen as a necessary pre-
condition. Businesses from mature economies found it
cost-effective to export their workplace and manage-
ment practices alongside their value chains, thus help-
ing to uplift workplace and environmental standards.
Openness and transparency facilitated by digitalization
put an extra premium on good performance and made
it more costly to hide bad practices. Building a global
market place with a human face where everybody stands
to benefit seemed to be within reach.
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EARLY SIGNS OF A POLITICAL PARADIGM SHIFT

The liberal, rules-based order that underpinned the ex-
ceptional two and a half decades after the fall of the
Berlin Wall in 1989 showed the first cracks when terror
hit New York on September 11th, 2001. The response
to the attack on the Twin Towers - the “war on terror”
and the invasion of Irag, a war based on lies that killed
tens of thousands of innocent civilians, almost broke the
United Nation's back.

But for markets, the more significant event was the
financial crisis of 2007/8. The damage done went far
beyond the wealth destroyed by greed. The economic
turmoil eroded confidence in “Western” market systems.
As a consequence, emerging markets, especially China,
were less inclined to align with Western policies and
instead emphasized their own approach to state-con-
trolled industrial policies.

Throughout these years, the corporate responsibility
and sustainability movement expanded and deepened
in scope and scale. A major driver emerged in the ear-
ly 2010s when academic meta-studies suggested that
good stewardship of environmental, social and govern-
ance factors was associated with corporate market
valuations. This not only led to an explosion of ESG-
related activities in finance, such as ESG ratings, but
also attracted the attention of corporate CFQOs and social
activists alike. The original meaning of ESG and its focus
on materiality got lost over time as the term came to
mean different things to different people.

The adoption of the Paris Climate Accord in 2015 marked
the end of an era. It was the last show on the multilateral
Titanic where the US and China danced together. Shortly
after, the deep frictions caused by strategic rivalry be-
came visible, and international cooperation took a back
seat. The corporate sustainability movement kept going
for a while as if the context had not changed. But ulti-
mately, it became too divorced from political realities.
The last incarnation unfolded at COP 26 in Glasgow in
2021, when the Glasgow Financial Alliance for Net Zero
(GFANZ) was launched. Major US banks left the initiative
before the Trump inauguration in January 2025. Euro-
pean banks left a bit later, and by today, GFANZ ceased
operations.

Looking back, it would be wrong to conclude that volun-
tary business activities failed because they didn't achieve
the goals they had pledged to implement. Voluntary
business activities cannot be a substitute for societal
and government actions. But they can help prepare the
ground for corresponding policy shifts and regulations,
and, conversely, they can “soften” policies designed to
harm the social agenda or the environment. Sadly, so-
cieties — and policy leadership in particular - recently
failed to create the framework conditions for ambitious
sustainability goals to be realized.
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A NEW ERA HAS ALREADY BEGUN

Itis now widely recognized that the post-Cold War period
of integration, economic optimism, and liberal institu-
tionalism is over. And the systems created after WWII
are also of diminishing relevance, to the point where their
overall utility is questioned. This is especially evident
with the rules-based trading system and the UN Secu-
rity Council. Trade is no longer the means to enhanc-
ing prosperity but has become a tool of power politics.
Strategic rivalry between the US and China and growing
nationalism have also eroded political will for interna-
tional coordination. Worse, even health and humanitarian
issues have now fallen victim to power rivalry, as already
became evident during the COVID outbreak.

The world's largest economy has been leading recent
policy changes to the extent that rational, science-based
problem identification has given way to autocratic
petro-state dogmas. The political backlash against
ESG -several US states have enacted regulations prohi-
biting investors from using ESG methodologies - is just
one manifestation of this new irrationality. President
Trump's claim that climate change is the “greatest con
job ever perpetrated ..." at the UN General Assembly
may come across as a joke. But sadly, it is not. The US,
at the federal level, has reversed many regulations and
policies in support of environmental and social priorities.
Methane regulation has been abandoned, the Environ-

ment Protection Agency (EPA) has been instructed not to
go after polluters, science-based references to climate
change and data are systematically deleted, and the
President has instructed his own administration to be
generous when it comes to violations of foreign corrupt
practices, implying that corruption is part of doing busi-
ness. Support and sometimes licenses for renewable
energy investments have been canceled on a massive
scale. While efforts are still ongoing in some states, the
federal policy reversal has already slowed, and some-
times even reversed, business practices in support of
environmental and social goals, and ripple effects can
be observed around the globe.

At the same time, China has
emerged as the leader of the
significant transformation to-
wards low-carbon economies.
From e-mability to battery
cells and smart grid systems,
China is now setting technical
standards and leading invest-
ments in emerging markets.
Europe is still leading in many
practices. But at the same
time, Europe is bowing to
US pressure to lower environ-
mental and social standards.

Policy fragmentation and

the rise of populist nation-

alism and autocracy signal

the return of power politics.

Russia's invasion of Ukraine
and the implicit or explicit tolerance of it by other
powers is so far the starkest example of how this new
era is bringing back the spectrum of security threats
that used to be a constant feature of human history
throughout time. The subsequent emphasis on security
and the massive militarization is not only draining re-
sources away from badly needed investments to deal
with environmental threats and impacts. It also hollows
out international cooperation, drains development aid,
and divides the UN Security Council. The accelerating
decline of the United Nations is just one of the conse-
guences, as is the deprioritization of global issues such
as climate change and health.
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NEW REALITIES - CONFLICTING SIGNALS

The shifting political landscape and the intensifying ri-
valry and social polarization within countries seem to
hollow out the framework conditions for BR&S. Politics
now trump markets, from trade to investment deci-
sion-making to licensing. Moreover, states now actively
pursue industrial policies. From defense spending to
infrastructure and whatever is considered to have stra-
tegic relevance, states have taken on a central role.

At the same time, several other developments suggest
that the case for BR&S is here to stay and will only get
stronger over time:

+ The classic business case assumptions, such as brand
protection, stakeholder engagement, and trust-build-
ing, are still valid in this new policy era. So is the slow
and incremental but significant shift in values toward
more sustainable and healthy products and services.

+ Technological change is irreversible. The economic
advantages of renewable energy production, stor-
age, and diffusion are fundamentally changing how
markets are powered and how power is used in in-
dustrial processes. Again, China is leading this
trend by leaps and bounds. But other areas, such
as building closed material flows and reaping effi-
ciency gains through smart digital technologies, are
here to stay, partly motivated by security concerns.

+ The physical impacts of climate change and the con-
sequences of nature degradation are increasingly
evident in markets. Resilience building has become
a necessary risk-mitigation strategy and has start-
ed to show up in costs and benefits, from capital
costs to damage avoidance. Given the pathway
we are on — 2024 saw the largest-ever increase in
CO, concentration in the atmosphere, now above
420 parts per million — the business case for cli-
mate action is bound to grow, probably dramatically,
once the "petrol heads" get the message as well.

Against this background it appears that the modern
BR&S movement is transforming itself by adjusting to
changing political, social, environmental and technolog-
ical framework conditions. The following features can
already be identified:

1. Planetary Forces Trump Executive Power Politics

A number of recent studies (CEO survey Accenture,
ROl meta study, MIT) show that material considera-
tions such as the economic advantages of applying
smart digital technologies and renewable energy, and
of avoiding the costs of the physical impact of climate
change is a question of business survival and growth.
The fact that prices, such as insurance costs and
food prices, already signal the costs of human-made
climate change is indicative that no policy power in
the world can stop the direction of change we are on.

2. Social Issues and Culture Wars

It has become convenient for populist policy makers
to put cultural issues upfront, thus avoiding having to
face serious economic and social questions related to
inequality and discrimination, particularly in the area
of education. Here in the US and, to a lesser extent,
in Europe, businesses have responded to right-wing
populism by scaling back or even abolishing internal
policies supporting diversity, equity, and inclusion.
Only very few businesses seem to have the courage
to stand their ground by arguing, for example, that
“Diversity Means Innovation”, to cite the title of a study by
Volvo published in 2000. One would hope that over time,
rational thinking and economic imperatives will prevail,
thus balancing contrasting culturalissues. This, of course,
only holds if we do not slide into more autocratic spheres.

3. From Greenwashing to Green-Hushing

Partly as a consequence of recent greenwashing stories
widely publicized by the press, especially in Germany
and the UK, and partly in response to policy changes,
businesses have drastically reduced or changed their
public communications on BR&S, even as investments
and activities have increased. Here in the US, the fear of
attracting the attention of enforcers of the new policy
dogmas can be felt in many quarters. Besides tuning
down or even avoiding public communication altogeth-
er, businesses are also changing language, such as no
longer using terms like Climate Change and ESG, but
rather Nature, and overlaying these themes with the
language of risk management. But in most cases, chang-
es in language do not go hand in hand with changes in
activities.
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4. Localization amid Fragmentation

In this new era, where global convergence has been
replaced with fragmenting, diverging, and at times
opposing policies, businesses have no choice but to
go more local if they want to survive and grow. Be-
cause of increased vulnerability to the consequences
of external policy frictions, including war and trade
discrimination, many businesses have already rede-
signed their value chains and strengthened vertical
integration to reduce these risks. Complementing
such moves with greater local empowerment around
BR&S activities is already happening on a large scale.

5. Rediscovering Values

In the new quantum era, where “parallel worlds" and
“anti-correlated entanglement” seem to prevail, the
guestion arises: which bonds can be cultivated to
hold diverse and highly localized organizations to-
gether, over and above legal arrangements related to
finance, and overall brand and IP management? This
is where the UN Global Compact and its ten universal
principles — all of which have been endorsed or rec-
ognized in some way or another by all governments
everywhere — have a special opportunity to act as a
bridge builder both at the workplace and in society.

Rediscovering the meaning of human rights through
the lens of “respect” and “non-discrimination,” or
the concept and meaning of “nature stewardship” or
“fair play" offers ample opportunities to use values
as an overall stewardship concept. Since many busi-
nesses are still in the process of re-adjusting their
value chains to minimize exposure to politically in-
duced disruptions, including war and trade discrimi-
nation, upspinning the value dimension of good lead-
ership and management is an opportunity at hand.

6. Escaping The Prisoner‘s Dilemma
through Cooperation

The logic of game theory - that collaboration is the best
option to achieve the best collective outcome when
faced with a dilemma - has long motivated businesses
to collaborate on public goods challenges such as cli-
mate change. As businesses are now facing new political
and environmental material risks, it seems sensible to
rediscover the power of collaboration by reinvigorating
joint action and refreshed commitments. Risk mitiga-
tion through collaboration is already a significant rea-
son why hyper-sensitive brand businesses have formed
new organizations such as the Watch and Jewellery
Initiative 2030. This new model of collaboration, which
includes strict accountability rules, emphasizes indus-
try-wide brand protection while aligning value chains.

7. A Better Integration of BR&S into Innovation

Given the incredible advances in technology, especially Al
there are new opportunities to connect technology with
sustainability goals. This applies not only to efficiency
notions regarding energy and material, but applies to all
sectors of the economy, from designing new closed-ma-
terial-flow systems to sustainable investing. For example,
my own startup, Arabesque.ai, uses institutional-grade
Al to empower financial analysts. This not only brings
huge efficiency gains but also enables hyper-customiza-
tion and the full integration of factors that approximate
BR&S, thereby contributing to market transformation.
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CONCLUDING THOUGHT

In this new era, good leadership requires open-minded-
ness across geographies, technology, and themes, as
well as strong principles that can bridge policy and
culture divides. Businesses may have less influence in
society today than they had ten years ago. But they still
control workplace and market-related activities that
shape people's lives. And, at times, they can inspire
employees and society at large towards a more peaceful
and healthier world.

Of course, we cannot predict what's ahead. But clearly,
three thoughts offer some orientation. First, and sadly,
the founding spirit of the United Nations that prevailed

in 1945 seems to have vanished and we may have to
re-learn that peace is the foundation of everything we
treasure, including life itself. Second, humanity's faith
will undoubtedly be shaped by planetary forces - the
urgency for action is growing by the day. Nature will
eventually force change upon us at high costs. And third,
the variable that influences the first two thoughts is the
big open question: Will we, and if so to what extent, be
able to employ technology for good or will it foster our
downfall?

It is high time that we stop making the
wrong choices.
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The UN Global Compact and UN Global Compact Network Germany

TThe United Nations Global Compact is the world’s largest initiative for sustainable and responsible corporate
governance. Based on ten universal principles and the 17 Sustainable Development Goals (SDGs), it pursues the
vision of an inclusive and sustainable global economy for the benefit of all people. More than 24,000 companies
and organizations have already joined the UN Global Compact and contribute to this global vision. The UN Global
Compact Network Germany is one of about 65 UN Global Compact country networks and among the largest of
them. It currently has more than 1,300 participants—approximately 1,250 companies, ranging from DAX-listed
corporations to mid-sized and small enterprises (SMEs), as well as 60 representatives from civil society, academia,
and politics.

Aiming to initiate change processes within companies and support the strategic mainstreaming of sustainability,
the UN GCD focuses on the topics of human rights and labour standards, environment and climate, and anti-
corruption.
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