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OBIJECTIVE OF THIS POLICY PAPER

This policy paper includes key recommendations proposed by the B20 Small and Medium
Enterprises (SMEs) & Entrepreneurship Task Force to the G20 and serves as a framework for
discussion with G20 representatives.

TASKFORCE CONSTITUTION AND PROCESS

The Turkish Deputy Prime Minister appointed 7 prominent business organization leaders to guide
the work of the B20 Turkey in 2015 under the leadership of Mr. M. Rifat Hisarciklioglu, President
of the Union of Chambers and Commodity Exchanges of Turkey (TOBB), and B20 Sherpa Sarp
Kalkan. B20 Turkey continued five priority areas pursued under the Australian presidency of 2014
to reflect the Turkish G20 presidency’s focus on boosting economic growth and creating jobs:
Trade, Infrastructure & Investment, Financing Growth, Employment and Anti-Corruption. B20
Turkey also established a new SMEs and Entrepreneurship Taskforce to focus on strengthening
SMEs and supporting entrepreneurship. In addition to these Task Forces B20 Turkey Presidency
established Food Security and Nutrition, Energy and Climate Change, Digital Economy and
Governance and Sustainability Themes.

Leadership

The SMEs and Entrepreneurship Taskforce was established under the leadership of Mr Rifat
Hisarciklioglu and ARGE Consulting, who is the knowledge partner of the theme. ARGE Team
members Dr. Yilmaz Argliden (Chairman of ARGE), Dr. Erkin Erimez (Executive Partner in ARGE)
and Ms. Pinar ligaz (Executive Partner in ARGE) conducted the research and meetings with partner
institutions. ARGE worked in close cooperation with UN Global Compact, International Integrated
Reporting Council and OECD in preparation of the final output.

Membership

Governance and Sustainability Theme is a cross cutting theme. Therefore there are no specific
members for the Theme but all Task Forces Members’ are accepted as natural members of the
theme.

Policy development

The policy development process began with a review of the topics prioritized by the B20 in
Australia, themes raised in recent reports published on Governance and Sustainability around the
world and topics suggested by Partner Organizations. An e-survey has been developed and sent
to all Task Forces Members to understand their priorities and what has been achieved so far.
Results of survey have been analyzed and priority areas has been understood.

Based on the results of the survey and recent global priorities the draft recommendations have
been prepared. These recommendations were developed in a series of actions for the G20 to
implement.. The Theme partner organizations like UNGC would help to test the feasibility of each
recommendation with policy makers in different countries.
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BACKGROUND OF THE GOVERNANCE AND SUSTAINABILITY THEME

2015 marks a milestone year in which UN will establish Sustainable Development Goals (SGDs)
and the Climate Summit to be held in Paris will be another milestone event related to global
sustainability. Furthermore, continuity of the B20 agenda items is a key priority and a significant
number of the recommendations of the Australia’s chairmanship period were related to
governance issues.

B20 Turkey Executive Committee has decided to establish a specific work stream for “Governance
and Sustainability” Cross-Cutting Theme to support the six Task Forces established who will focus
on recommendations for enhancing global growth and job creation, after having reviewed the
following key goals of the B20:

1) In order to address current and emerging global issues, influence policymakers to implement
measures that will enhance the business communities’ contribution;

2) To provide a clear set of implementable policy solutions and recommendations;
3) Ensure the continuity of key agenda items from previous B20 presidencies;

Trust is the foundation of sustainable development. As the world continues to get smaller, our
mutual interdependence increases and we all need to be able to mobilize others’ resources and
goodwill to achieve success. Mobilizing others’ resources can only be achieved through gaining
their trust. Gaining trust of all the stakeholders in the value chain can be achieved by
implementing good governance in private and public institutions.

An IFC research showed that Good Governance has positive impact on company value.

Panel A Panel B Panel C

Premia Gap Between Better and Average Governance
Developed Markets Emerging Markets Firms in Developed and Emerging Markets

Premia
-]

Governance
Governance Governance

=—&#— Better Governance === Average Governance =—#=— Better Govkrnance === Average Governance == Developed Markets ==fll== Emerging Markets

Most businesses understand that their sustained success depends upon the economic, social and
ecological contexts in which they operate. But the stability of those contexts can no longer be
taken for granted. As sustainability issues have become more global and pivotal to success,
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businesses are realizing that they cannot go it alone and there should be a collaborative approach
by business, governments, and society

o=
1%

A UNGC and BCG research showed that collaborations for a sustainable future are increasing.

90% agree that
collaborations Effectively addressing
are needed for sustainability issues can
sustainability not be done alone but
requires collaboration.
67% 23% 5% 3% 1% 1%
Agree Agree MNeither Disagree Disagree Don't
strongly somewhat agree nor somewhat strongly know
disagree

A sustainable global economy is one that combines long-term profitability with ethical behavior,
social justice, and environmental care. Companies can play a fundamental role in creating a
sustainable future by embracing this challenge as an opportunity for innovation and long-term
value creation.

As external pressures - including resource scarcity, globalization, and access to information -
continue to increase, the way corporations respond to sustainability challenges will determine
their long-term viability and competitiveness. More and more companies align their goals with
sustainability. (Mc Kinsey Global Survey)

% of respondents!

Top 3 reasons that respondents’ organizations address sustainability?

Alignment Reputation Cost cutting
Align with company’s Build, maintain, or improve Improve operational
business goals, mission, corporate reputation efficiency and lower costs
or values?®
43
36 35 36 36
31 30 32 =
26
21 19

2010 2011 2012 2014 2010 2011 2012 2014 2010 2011 2012 2014
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The trust that has to be built externally with stakeholders must first be created internally, if trust
is to be robust. Openness between the non-executive members of the board and the executives

is essential, with confidence that information is openly shared and that differences of opinion are
openly discussed and resolved, while also making sure that the vision and values are truly
penetrated throughout the company. This not only involves the board and executives setting the
right tone, but it also includes questioning and discussion at all levels in the company, checking
that the penetration is indeed deep and robust.

As internal trust and coherence are built, the same process needs to take place externally.
Transparency and open reporting are essential, but so is the ability of a board through its own
diversity to understand and relate to the great diversity of those with whom the company engages
externally, whether these are the parts of society affected by its operations, its customers, those
in its supply chain, governments, or labor organizations.

Figure II: Number of Companies Issuing Sustainability
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Source; UNGC

Sustainability is also becoming a priority for investor community. Investors give more importance
to governance and sustainability, currently there are 1384 signatories of UNPRI with about $50
trillion of assets under management.
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Figure III: Number of PRI Signatories
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A new reporting scheme, like Integrated Reporting, can help to building a common transparent
platform to share information between companies and investors. Integrated Reporting is based
on integrated thinking with future perspective. The cycle of integrated thinking and reporting,
resulting in efficient and productive capital allocation, will act as a force for financial stability and
sustainability.

Integrated thinking takes into account the connectivity and interdependencies between the
ranges of factors that affect an organization’s ability to create value over time.

Integrated Reporting promotes a more cohesive and efficient approach to corporate reporting
that draws on different reporting strands and communicates the full range of factors that
materially affect the ability of an organization to create value over time.

OECD will revise Corporate Governance Principles in 2015. OECD States that, Corporate
Governance involves a state of relationships between a company’s management, its board, its
shareholders (investors) and other stakeholders. There is no single model of governance however
there are common elements underlie good governance. Corporate Governance also provides the
structure through which the objectives of the company are set, and the means of attaining those
objectives and monitoring performance are determined. The principles recognize the interests of
all stakeholders and their role in contributing to the long term success and performance of the
company. The principles are developed with an understanding that corporate governance policies
have an important role to play in achieving broader economic objectives with respect to investor
confidence, capital formation and allocation. Corporate Governance rules and practices provide
a framework to bridge the gap between household savings and real investments in the economy.
(Draft OECD Principles)
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Governance is in the core of the sustainability concept and would help to improve the quality of

life all around the world. To move toward a more sustainable future, we need to have
organizations that assume their sustainability responsibilities and act on them. Corporations -
with their resources, efficiency, innovation capabilities, and access to talent - have the
opportunity to be at the forefront of this change.

Paragraph 101 of new Draft OECD Corporate Governance Principles gives board the responsibility
of good governance by caring environmental, social and economic issues.

-Together with guiding corporate strategy, the board is chiefly responsible for monitoring
managerial performance and achieving an adequate return for shareholders, while preventing conflicts of
mterest and balancing competing demands on the corporation. In order for boards to effectively fulfil their
responsibilities they must be able to exercise objective and independent judgement. Another important
board responsibility is to oversee systems designed to ensure that the corporation obeys applicable laws,
mcluding tax, competition, labour, environmental, equal opportunity, health and safety laws. In some
countries, companies have found it useful to explicitly articulate the responsibilities that the board assumes
and those for which management is accountable.

Sustainable
Business
Practices

UN Global Disclosure
Compact and

Principles ransparency

Good
Governance

Good governance could be achieved by adopting UNGC Principles, embedding sustainability to
the strategy and implementing Integrated Reporting. The findings of the survey supports the

melummﬂl__‘
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SURVEY FINDINGS

Background information shows that governance and sustainability are two critical and
interrelated issues for a better future. It has been decided to conduct a survey to get the views
on and priority of these two issues from business perspective. UNGC’s and I[IRC’s views have
been collected and reflected in survey preparation process.

The survey has been sent to all 6 Task Forces” Members. The survey is an e-survey so responses
have been collected online.

The findings of the survey are summarized below.

Task Forces” Members believe that Governance, UNGC, Disclosure and Transparency and
Sustainable Business Practices are all important issues for the business and focusing on these
issues could create positive impact for the success of business.

SUPPORT FOR GOVERNANCE AND SUSTAINABILITY ISSUES
FROM BUSINESS

Disclosure and Transparency

4,20

Sustainabile Business Practices 4,23

Governance 4,27

Global Compact 4,32

1,00 2,00 3,00 4,00 5,00
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UN Global Compact

The UN Global Compact s a strategic policy initiative for businesses that are committed to aligning
their operations and strategies with ten universally accepted principles in the areas of human
rights, labor, environment and anti-corruption. By doing so, business, as a primary driver of
globalization, can help ensure that markets, commerce, technology and finance advance in ways
that benefit economies and societies everywhere.

As social, political and economic challenges (and opportunities) — whether occurring at home or
in other regions — affect business more than ever before, many companies recognize the need
to collaborate and partner with governments, civil society, labor and the United Nations.

UN Global Compact is a platform to enlighten the global business.

The survey findings show that all four areas are important for the long term success of the
business.

GLOBAL COMPACT

GC-Human Rights I 37
cCEnvironment - I /.11

ccabor I /29

GC-Anti Corruption [ /1

0,00 1,00 2,00 3,00 4,00 5,00

Business believes that, adopting UNGC approach to business strategy will create important
improvements in all four areas. The effect of UNGC would be more on Human Rights, Labor and
Anti-Corruption issues compared to environmental issues.

Even though UNGC effect on environmental issues are important, environmental considerations
are already in the agenda of business due to efficiency gains and resource scarcity. This fact limits
the impact of UNGC approach on environmental issues.

The reasons behind this scoring has been analyzed below.

PP | FIRTRPSi TR o
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Anti-Corruption

BENEFITS OF GLOBAL COMPACT FOR BUSINESS
IN ANTI CORRUPTION

Corruption has considerable impacts on business:
impeding growth, escalating costs and posing serious
legal and reputational risks. It is also a major hindrance
to advancing societies. Collective action by business
together with other stakeholders is esse

Emerging corporate governance regulation and
expectations of significant number of investors require
that the companies undertake good business practices

and their internal controls adequately focus on anti-
corruption measures as part of their mechanisms

Building corporate and brand reputation

Business efforts to address and incorporate
Environmental, Social, and Governance criteria based
on universally-accepted principles in the areas of
human rights, labor, environment and anti-corruption—
such as those advanced by the United Nations Global

0,00

4,53

4,46

4,39

4,25

1,00 2,00 3,00 4,00 5,00

Respondents strongly agree that, UNGC would be very important tool in fight against corruption.
This approach will also promote building good reputation for the business.

Labor

Business community thinks that adoption of UNGC principles to business strategy would have

e Averyimportant impact on decreasing forced and child labor all around the world.

e A very positive effect on improvement of employee and community health and

reputation.

e A positive effect for increasing employee and customer loyalty and forming trade unions.

However the impact of adoption of these two issues would be lower compared to other

4 issues.

menmmﬂl.j
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BENEFITS OF GLOBAL COMPACT FOR BUSINESS IN LABOR
ISSUES

Business efforts to address and incorporate

Environmental, Social, and Governance criteria based _ 4,25
on universally-accepted principlesin the areas of...
Building corporate and brand reputation _ 4,39
Increase loyalty from customers and employees _ 4,09
Improving employee and community health _ 4,44
No forced labor [ /51
No child abor N 70

Free to form/join trade union of choice _ 4,06

Human Rights

Business community thinks that adoption of UNGC principles to business strategy would have

e Averyimportant impact on non-discrimination and creating equal opportunities for all
related parties.

e Although realizing new opportunities through adopting human rights approach to
business strategy has positive impact, its gains would be realized in a time horizon.

hmuﬂﬁMMnﬂmﬂl_J
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BENEFITS OF GLOBAL COMPACT FOR BUSINESS IN HUMAN
RIGHTS ISSUES

Business efforts to address and incorporate Environmental,
Social, and Governance criteria based on universally-
accepted principles in the areas of human rights, labor,
environment and anti-corruption — such as those advanced
by the United Nations Global

As outlined in the Guiding Principles on Business and Human
Rights legal, moral, and commercial need to address human
rights issues by the businesses is not just about managing
risks and meeting standards and expectations; it can also be
about realizing n

» |

,03

Equal opportunity 4,61

Non-discrimination based on race, gender, age, sexual
preferences

4,59

0,00 1,00 2,00 3,00 4,00 5,00

Environment

Business community believes that adoption of UNGC principles to business strategy would have

e Important impact;

o Onimproving employee and community health,

o On building reputation and innovation of products and new business models.

e Positive impact;
o Onincreasing revenue through innovative products and business models,
o Decreasing cost base by efficiency gains,
o Increasing customer and employee loyalty and giving flexibility for experimenting
new approaches.
[ ]

Critical impact;

o Onlong-term resilience against commodity prices and resource constraints,
o

Lower cost of operation through lower dependency on limited resources.
However the improvements for these two items could not be realized by only

adopting UNGC environmental approach and some other mechanisms must be
included to reach desired outcomes.

PP | FIRTRPSi TR o
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BENEFITS OF GLOBAL COMPACT FOR BUSINESS IN
ENVIRONMENT RELATED ISSUES

Business efforts to address and incorporate
Environmental, Social, and Governance criteria based on
universally-accepted principles in the areas of human
rights, labor, environment and anti-corruption— such...

Flexibility to experiment with new approaches

Increase loyalty from customers and employees

Long-term resilience against volatility in commodity
prices and resource constraints

Lower cost of operation through less dependency on
limited resources

Innovation in products and ways of doing business

Improving employee and community health

Building corporate and brand reputation

Enhanced revenue as a result of related innovative
products, services, and technologies

Cost savings through improved efficiencies

3,99

4,09

3,73

4,44

4,39

4,08

4,04

o

0 4,00

|Im i

14

5,00



Governance

o 5 2015
! Turkey

B20

The global financial and economic crisis has uncovered major failings in governance and

regulation, which have undermined trust in public and private institutions alike. Amid ongoing

economic uncertainty, establishing a well-functioning national regulatory framework for

transparent and efficient markets is central to re-injecting confidence and restoring growth.

(OECD Secretary General)

Trust is the essence of good governance and the foundation of sustainable development. Earning

the trust of stakeholders is the key to mobilizing their resources toward a common vision. The

communication and behavior of each institution influences the use of its own resources as well as

those of its stakeholders.

BENEFITS OF GOOD GOVERNANCE FOR THE BUSINESS

Encouraging diversity in the work force and decision
making bodies would be useful in better risk
management and build resilience for businesses.

Where the rule of law is weak, it is harder for businesses
to function and meet their corporate responsibilities.
Companies can take voluntary action to support the rule

of law in their business operations and relationships, ...

Companies that address and incorporate Environmental,
Social, and Governance criteria into their strategies
improve their long term value creation capabilities.

Companies that address and incorporate Environmental,
Social, and Governance criteria into their strategies have
much better risk management.

Companies that address and incorporate Environmental,
Social, and Governance criteria into their strategies
improve their reputation and brand value.

Such an approach by B20 would improve the credibility
of B20 both with respect to its recommendations to
G20, as well as in the countries that are not part of the
G20.

B20 recommendations have generally been addressed
to the governments. For a more sustainable future,
businesses should also assume responsibility and B20
would be a good vehicle to call businesses to action.

o

4,22

4,32

4,30

>
o
[e)]

4,52

4,19

0 1,00 2,00 3,00 4,00 5,00
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Business community believes that adoption of Good Governance principles by including

environmental, social and economicissues in a balanced manner to business strategy would have;

e Positive impact
o Onlong term value creation,
o On supporting foundation of rule of law by taking voluntary action in places,
where rule of law is not working efficiently,
On reputation,
On credibility of B20 on making G20 to take action by taking voluntary action,
On better risk management.

Sustainable Business Practices

A sustainable global economy is one that combines long-term profitability with ethical behavior,
social justice, and environmental care. Sustainability improves the quality of human life while
protecting the potential of future generation to do the same. Good governance also has a role in
this responsibility to contribute toward a sense of universal commitment and universal
participation in sustainable development.

Business community believes that Sustainability;

e Must be part of the core strategy,

e Would help to adopt long term view for value creation and innovation,

e Would help to create sustainable societies and markets, which would be critical in
building trust,

e Would enable to capture value in whole value chain by adopting sustainability sensitive
purchasing strategies,

e Would improve transparency, which would also promote trust.

e Would help management to focus on non-financial metrics, which are very important for
long term resilience, and adoption of this approach in whole organization,

e Would enable forming partnerships to solve challenges where single company resources
could not be adequate,

e Would help business leaders attracting business and governments’ attention by
advocating sustainability issues in developing solutions for social crises and creating
peaceful and inclusive societies,

e Would help to form partnerships with NGOs to improve their capability to address
sustainability challenges. Both parties need to gain trusts of each other for successful
cooperation.

16



BENEFITS OF SUSTAINABILITY APPROACH FOR BUSINESS

Lower cost of capital and easier access to capital
I s 55
markets;
Helping to create sustainable societies and markets _ 4,40

Having banks, credit institutions, and investors

incorporate environmental, social, and governance _ 4,02

criteria into their investment evaluation criteria is a...
Multi-stakeholder engagement and building

partnerships with NGOs improves the capabilities of _ 3,93

the companies to address their sustainability...
Business has a role to play in achieving Sustainable

Development Goals, such as: "Promoting peaceful and _ 4,12

inclusive societies for sustainable development,...
Making, and seen to be making, a positive contribution

to the societies of which the companies are a part of is _ 4,37

critical to building trust which is the foundation of...
Having major brand owners to incorporate

environmental, social, and governance criteria into _ 4,21

their purchasing decisions is a very good way to both...
Ensuring sustainability initiatives are adopted
ot I o2s
throughout the organization
Assessing risks and performance against non-financial _ 426
targets in addition to financial targets !
Engaging stakeholders and increasing transparency on _ 429
company performance !
Capturing value across the value-chain and product _ 434
life-cycle to reach the sustainability targets !

Forming partnerships to move beyond the capabilities

of individual companies to solve complex global _ 4,10

challenges
Advocacy by business leaders can influence peers,

consumers and, importantly, governments on the _ 4,09

need to tackle societal crises and how responsible...

Adopting long-term view for value-creation and _ A5h
innovation !

Making sustainability a key leadership priority and part _ 447
of core strategy !

Reducing taxes on employment and value creation and

instead moving the basis of taxation to negative _ 3,94

externalities such as environmental degradation, ...

0,00 1,00 2,00 3,00 4,00 5,00

UM | IR PR YTy
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e Would help to reduce taxation on employment, however it would be realized in the long
term.

e Has lower priority for financial sector currently since adoption of sustainability approach
has limited effect on access to capital and on lowering the cost of capital. However
incorporation of sustainability approach in to investment evaluation criteria would enable
more efficient risk management and motivate more companies to adopt sustainability in
to their strategy.

Disclosure and Transparency

The long term vision of disclosure and reporting is a world in which integrated thinking is
embedded within mainstream business practice in the public and private sectors, as the corporate
reporting norm.

This new reporting standard like IIRC includes both financial and non-financial information based
on materiality principle with future looking perspective. This approach is very useful for the
company and for the investors.

BENEFITS OF INTEGRATED REPORTING FOR BUSINESS

A single, concise Integrated Reporting that would fulfill
requirements in different jurisdictions can reduce the
reporting burden on organizations while improving
investors’ and other stakeholders’ insight and...

Separate and different reporting requirements in various
jurisdictions not only significantly increases the
compliance burden for the growing number of

organizations, but also makes it difficult to compare...

Effective employment of human, intellectual,
environmental, and social capital is as critical as the
. . ) . . 4,39
effective employment of financial and physical capital
for value creation.

Publicly reporting on the company’s performance story
including the material impacts to the environment and
the society is an important part of the board’s
responsibilities.

0,00 1,00 2,00 3,00 4,00 5,00

Business community believes that the IIRC;

e Isimportant as a tool for effective use of all capitals and would create beneficial results
in achieving goals,

PP | FIRTRPSi TR o
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e Would decrease compliance burden on companies in different jurisdictions by having a
common reporting and comparation base for all jurisdictions,

o Would help to fulfill boards’ responsibility regarding explaining impacts of organization
on environment and society based on materiality,
o Would help to communicate with investors.

PP | FIRTRPSi TR o
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SUMMARY OF RECOMMENDATIONS

Context

Good governance and sustainability practices are vital for innovation, economic growth, job
creation, inclusive societies and justice for all across the G20 and non G20 countries. Adoption
of good governance and sustainability approaches both in public and private institutions would
enable to improve the quality of life and would help to build peaceful and inclusive societies.
Transparency has a vital component of achieving better societies. Disclosure must include social
and environmental impacts based on materiality besides financial results.

2015 marks a milestone year in which UN will establish Sustainable Development Goals (SGDs)
and the Climate Summit to be held in Paris will be another milestone event related to global
sustainability. Furthermore, continuity of the B20 agenda items is a key priority and a significant
number of the recommendations of the Australia’s chairmanship period were related to
governance issues.

B20 Turkey Executive Committee has decided to establish a specific work stream for “Governance
and Sustainability” Cross-Cutting Theme to support the six Task Forces.

Recommendation

The following issues are very important for a better world to improve quality of life,
inclusive societies and successful private and public institutions.

. Adopting good governance practices both in public and private institutions
. Adopting good sustainability practices both in public and private institutions
. Adopting a transparent reporting approach based on materiality and future looking

perspective

To address these issues, the B20 Governance and Sustainability Theme adopted following
recommendation.

B20 calls on G20 governments to create a regulatory environment that allows existing
principled-based business practices to flourish transparency in the public and private
sectors is the norm by advocating the adoption of principled business practices such as
those advanced by the United Nations Global Compact and actions towards the
achievement of the United Nations Sustainable Development Goals. Governments
should also embrace corporate reporting best practice, and encourage market-led
initiatives focused on communicating value creation and sustainability performance
across the economy as the most effective way of improving transparency and building
trust, which is the essence of good governance and the foundation of inclusive and
sustainable development.

20



Summary:

Reference

Recommendation

Context

Encourage Private Sector to engage principled business practices GS1

Adoption of UNGC, UN SDG, transparent reporting and good governance
practices by business with the encouragement and support of governments
through creating regulatory environment

G20 governments, ICC, OECD, World Bank, UNGC, UN

2016 onwards

1. Determination and implementation of a deep carbonization strategy
consistent with 2 degree Celsius and GHG target for 2020, 2030, 2050. (COP21)
2. Creating a regulatory frame work by G20 Governments for supporting the
implementation of UNGC Principles by business, NGOs and public institutions as
stated in Paragraph 46 of Rio + 20 document.

3. Increase in number of UNGC signatories.

4. Creating a regulatory frame work by G20 Governments for supporting
transparent reporting practices in integrated thinking manner

5. Adaption and implementation of OECD Regulatory Policy Development
Governance approach by G20 Governments for inclusive and sustainable growth
to reach a better quality of life level.

6. Creating a regulatory frame work by G20 Governments for supporting the
implementation Revised OECD Corporate Governance Principles.

Paragraph 46 of Rio + 20 document of “The World We Want” states that; “We acknowledge that
the implementation of sustainable development will depend on the active engagement of both the
public and the private sectors. We recognize that the active participation of the private sector can
contribute to the achievement of sustainable development, including through the important tool
of public-private partnerships. We support national regulatory and policy frameworks that enable
business and industry to advance sustainable development initiatives, taking into account the
importance of corporate social responsibility. We call upon the private sector to engage in
responsible business practices, such as those promoted by the United Nations Global Compact.”

Paragraph 101 of Draft Revised OECD Principles states that;

PP | FIRTRPSi TR o
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101. -Together with guiding corporate strategy, the board is chiefly responsible for monitoring
managerial performance and achieving an adequate return for shareholders, while preventing conflicts of
mterest and balancing competing demands on the corporation. In order for boards to effectively fulfil their
responsibilities they must be able to exercise objective and independent judgement. Another important
board responsibility is to oversee systems designed to ensure that the corporation obeys applicable laws,
including tax, competition, labour, environmental, equal opportunity, health and safety laws. In some
countries, companies have found it useful to explicitly articulate the responsibilities that the board assumes
and those for which management is accountable.

Adoption of good governance and sustainability approaches to business strategy and business
conduct would help to improve risk management capability for private, public institutions and
investors. Good governance, sustainability and transparent reporting practices are spreading due
to adoption of sustainability approach in the value chains. Private institutions, large companies
and SMEs, need to adopt this approach to be competitive and to sustain their businesses. Support
of government is critical for transition period. Investors would be focusing more on the issue in
the future.

COP21 Paris Summit in December 2015 is very important junction in moving forward to a
sustainable future.

SDGs are very important tools in building inclusive societies, fighting against poverty and
corruption, and empowerment of all related parties.

Value
To be defined
Actions:
Ref Action
m Creating a principles based regulatory framework in COP21 that aims to create a fairly
GS1.1 L . )
distributed responsibility for all related parties.
GS1.2 m Developing plans and creating regulatory framework by G20 Governments to
’ implement COP21 decisions.
m Establishing mechanisms for implementation of UN SDGs and measuring the
GS1.3 performance of implementation by all countries (governments) to reach the goal of
inclusive and sustainable growth for better life.
m Creating a regulatory framework and soft mechanisms by G20 Countries to promote
GS1.4 and incentivize adoption of UNGC principles in private and public sector and increasing
number of signatories all around the world as stated in Rio+20 Document
m Adoption of OECD Good Regulatory Governance Principles by G20 Governments to
GS1.5 include all effected parties in to regulation making process and effective
implementation of regulations regarding above approach

PP | FIRTRPSi TR o
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GS1.6

Widely using impact assessment approach by G20 Governments before and after the
implementation of regulation to improve the effectiveness and to eliminate
unnecessary burdens on the community

GS1.7

Adoption of Revised OECD Corporate Governance Principles in each G20 jurisdiction by
considering the countries’ specific circumstances through laws, regulations and soft
mechanisms

GS1.8

Creating a cross-border cooperation platform to harmonize government actions on
governance and sustainability related issues

GS1.9

Improving transparency, quality of disclosure and ease of compliance through a
reporting approach based on materiality, future looking perspective , common
standards accepted by all related parties and stakeholders

GS1.10

Policymakers should explicitly recognize that productive societies and strong
economic growth are fundamental for inclusive growth. Effective implementation of
structural reforms in product and labor markets is vital, and should promote equal
opportunities in our economies, and inclusive growth requires improving
employment opportunities to all segments of the society, providing an environment
whereby affordable products are available for all, and an enabling environment for
all to have access to both public services and to be able to contribute to public
decision making.

GS1.1-GS1.2

Creating a principles based regulatory framework in COP21 that aims to create a fairly
distributed responsibility for all related parties.

Developing plans and creating regulatory framework by G20 Governments to implement COP21
decisions.

COP21 will be held in December 2015 in Paris. Parties expect the determination of sound and fair
responsibilities and mechanisms for all related parties to create an acceptable deep carbonization
strategy and action plan of implementation including targets for 2020, 2030 and 2050 to limit
average temperature increase of 2 degrees. Creating a platform to follow the developments
regarding decisions taken in COP21 could be useful for quick mobilization of governments and
effectively reaching the goals. This mechanism needs to be discussed and decided in COP21 and
needs to be structured and established immediately after the summit.

23



o, o 2015

B20

Establishing mechanisms for implementation of UN SDGs and measuring the performance of
implementation by all countries (governments) to reach the goal of inclusive and sustainable
growth for better life.

In September 2015, a summit of heads of state will adopt Sustainable Development Goals (SDGs).
The goals will chart out a universal, holistic framework to help set the world on a path towards
sustainable development, by addressing all three dimensions of economic development, social
inclusion, and environmental sustainability. Indicators will be the backbone of monitoring the
SDGs at local, national, regional, and global levels. They will serve as a management tool to help
countries develop implementation strategies and allocate resources accordingly, and as a report
card to measure progress towards achieving a target and to ensure the accountability of
governments and other stakeholders for achieving the SDGs. The monitoring framework and
indicators for the SDGs should reflect the lessons from the MDGs. the full indicator framework
and a sound baseline needs to be adopted in time for the High Level Political Forum (HLPF) in July
2016.

GS1.4

Creating a regulatory framework and soft mechanisms by G20 Countries to promote and
incentivize adoption of UNGC principles in private and public sector and increasing number of
signatories all around the world as stated in Rio+20 Document.

Paragraph 46 of Rio + 20 document of “The World We Want” states that; “We acknowledge that
the implementation of sustainable development will depend on the active engagement of both the
public and the private sectors. We recognize that the active participation of the private sector can
contribute to the achievement of sustainable development, including through the important tool
of public-private partnerships. We support national regulatory and policy frameworks that enable
business and industry to advance sustainable development initiatives, taking into account the
importance of corporate social responsibility. We call upon the private sector to engage in
responsible business practices, such as those promoted by the United Nations Global Compact.”
Creating incentive mechanisms by G20 Governments to promote to be a signatory of UN Global
Compact network will promote sustainable business practices in voluntary manner. G20
Governments leadership could attract other countries in activating similar frameworks. This
action would also enhance especially SMEs to be part of global value chains which would improve
welfare and GDP in all economies. UN Global Compact becomes a requirements of multinational
value chain platforms. Incentives mechanism needs to be determined according to each country’s
special conditions.
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Adoption of OECD Good Regulatory Governance Principles by G20 Governments to include all
effected parties in to regulation making process and effective implementation of regulations
regarding above approach.

The global financial and economic crisis has uncovered major failings in governance and
regulation, which have undermined trust in public and private institutions alike. Amid ongoing
economic uncertainty, establishing a well-functioning national regulatory framework for
transparent and efficient markets is central to re-injecting confidence and restoring growth. The
principles recommend;

e Provides governments with clear and timely guidance on the principles, mechanisms
and institutions required to improve the design, enforcement and review of their
regulatory framework to the highest standards;

e Advises governments on the effective use of regulation to achieve better social,
environmental and economic outcomes; and

e Calls for a “whole-of-government” approach to regulatory reform, with emphasis on
the importance of consultation, co-ordination, communication and co-operation to
address the challenges posed by the inter-connectedness of sectors and economies
including multinational platforms.

Implementation this approach will decrease bureaucracy, will create in inclusive approach by
including all related parties in regulation making process and improve the ease of enforcement
and implementation. Increasing multinational trade relations creates a pressure on
harmonization of some regulations which could be part of this approach. Open and transparent
government approach would be very helpful tool in fight against corruption. OECD needs to advise
and monitor the implementation of this approach by G20 Governments who could be pioneers to
flourish this approach to other countries.

GS1.6

Widely using impact assessment approach by G20 Governments before and after the
implementation of regulation to improve the effectiveness and to eliminate unnecessary
burdens on the community.

Integrating Regulatory Impact Assessment (RIA) into the early stages of the policy process for the
formulation of new regulatory proposals would be helpful to identify policy goals, and evaluate if
regulation is necessary and how it can be most effective and efficient in achieving determined
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goals. Sometimes this approach could promote means other than regulation and could identify
the tradeoffs of the different approaches analyzed to identify the best approach. OECD and G20

Governments could play a pioneer role in adoption of this policies and show its benefits to other
countries which could implement by seeing the benefits.

GS1.7

Adoption of Revised OECD Corporate Governance Principles in each G20 jurisdiction by
considering the countries’ specific circumstances through laws, regulations and soft
mechanisms.

The main intention of OECD Corporate Governance Principles is to help policy makers to evaluate
and improve regulatory and institutional framework for corporate governance with a view to
support economic efficiency, sustainable growth and financial stability. This could be achieved by
providing right incentives to all stakeholders. The role of governments is to create mandatory or
voluntary mechanisms that takes into account country specific economic, legal and cultural
differences.

OECD could play active role in adaption of this approach first in G20 Governments and flourish to
other counties.

GS1.8

Creating a cross-border cooperation platform to harmonize government actions on governance
and sustainability related issues.

Creating supranational bodies with rule making powers could be encouraged to develop tools to
diagnose regulatory issues that cut across governments to identify and reform overlapping
regulations and where appropriate to use measures to achieve harmonization, or to use mutual
recognition agreements.

GS1.9

Improving transparency, quality of disclosure and ease of compliance through a reporting
approach based on materiality, future looking perspective, common standards accepted by all
related parties and stakeholders.

Integrated thinking and reporting approach could result in efficient and productive capital
allocation and support financial stability and sustainability. The corporate reporting for an
inclusive and sustainable future needs to show the ability of organization to create value in
short, medium and long term. The report needs to contain past performance, materiality based
performance and future strategic focus. The reporting standard needs to be consistent with
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internationality accepted standards and could be used commonly in different jurisdiction which
would decrease compliance costs, improve access to finance and global value chains.

G20 Governments would support the formation of reporting standards to improve transparency
in all aspects for companies including performance in financial, social, environmental aspects
and future plans. This approach will improve disclosure standards and will help to fight against
human rights abuses, corruption and environmental degradation.

GS1.10

Policymakers should explicitly recognize that productive societies and strong economic growth
are fundamental for inclusive growth. Effective implementation of structural reforms in product
and labor markets is vital, and should promote equal opportunities in our economies, and
inclusive growth requires improving employment opportunities to all segments of the society,
providing an environment whereby affordable products are available for all, and an enabling
environment for all to have access to both public services and to be able to contribute to public
decision making.

Given the prominent role of productivity for the success of our economies, it is important to
ensure that the underlying sources of economic growth should be well understood in the public
debate on inclusive growth.

We should make clear that reforms promoting economic growth do not necessarily have negative
impacts on equality. In fact, quite the opposite can be true. Finding the right synergies and using
the right mix of policies is key.

Recent research by the OECD finds that many structural reforms have little or no impact on
income inequality, because they have offsetting employment effects.

e Regulatory reform in support of inclusive growth could be;

e Reforms that reduce regulatory barriers to domestic competition, trade and FDI;

e Reforms that increase job-search support and activation program; and

e Reforms that tighten unemployment benefits for all categories of jobseekers are found to
deliver stronger income gains for low-income households. They help to narrow inequality
in disposable incomes.

One important factor for increasing the implementation of proposed reforms would be to
improve the effectiveness of the regulatory consultation process. Effective regulatory
consultation processes contribute to improve the design of new regulations and help to ensure
key stakeholder support their implementation. The methodologies that are stated in GS 1.5 and
GS 1.6 would help to achieve effectiveness.
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TASK FORCE SCHEDULE AND COMPOSITION

Schedule of meetings
# Date Location Theme

Kick Off Meeting. Align on scope and list all topics to
address

1 6 March Istanbul

Initial review of long list of potential recommendations and

2 25 March Teleconference Call draft prioritization based on TF members’ votes

First joint Taskforce Meeting: Crosspollinate with other TFs
3 16/17 April Washington D.C. and review first version of policy paper with short list of
recommendations

4 13 May Teleconference Call Receive feedbacks on second draft of t of policy paper

5 2 June OECD, Paris Lla.lpJeorint Taskforce Meeting. Refine second draft of policy
6 9July Teleconference Call Refine and finalize policy paper

5 3-5 Sept. Istanbul B20 Conference

6 14-15 Nov. Antalya B20 Summit

M@M.Mnﬂ.ulﬂ__‘

29




