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Respected guests, ladies and gentlemen, a very good morning to you all. It is my great pleasure to be here today. I am here representing DFID (the UK Government’s International Development Department) and I have been asked to provide a very brief background to the DFID UK – IED/ LEAD collaborative programme on CSR in China. I will touch upon the nature of this work, some of the lessons learnt, and then also briefly talk about CSR and poverty reduction, and the potential role of international donors.

1. SOERED

In 1999 the UK and Chinese Governments negotiated a State Owned Enterprise Restructuring and Enterprise Development Project (SOERED), which ended earlier this year. The project’s aim was to develop and facilitate the replication of effective approaches to socially responsible SOE restructuring and enterprise development as a contribution to poverty reduction in China. 
The project took place in 2 provinces, Sichuan and Liaoning, and focused on 3 cities in each province (Chengdu, Leshan and Mianyang in Sichuan and Shenyang, Anshan and Dalian in Liaoning).  

The project worked on the reform of 24 state enterprises (two enterprises in each city) and the development of 3 institutions in each pilot city designed to support the restructuring of the State enterprises in the first instance (the Restructuring enterprises) and to support the development of the non state owned enterprises through the development of business development services (the Business advice centres and the Credit guarantee funds).

The project evolved alongside the recognition from the Government of China of the central importance of accelerating the reform of the SOE sector and the key role of the non State SMEs sector as the driving force for continued economic growth and sustainable poverty reduction.  

2. SOERED & CSR

CSR was central to SOERED objectives, to the extent that DFID has continued to fund work specifically on CSR beyond the life of SOERED. The work of Dr Li Lailai, the Director of the Institute of Environment and Development in Beijing, and her team built up the understanding of and capacity to operationalise CSR at the enterprise level. CSR methodologies and toolkits have been developed for the Chinese context, including CSR training modules, a CSR ‘resource bank’ containing CSR related Chinese laws and CSR manual containing good practice case studies, which the team will talk about next. In addition there has been research on the forces of change in China with respect to CSR, thus analysing entry points for support, and the establishment of a dedicated website. Again, the team will introduce these products next.

CSR was a very new concept for China at the time. The definition we used for the Social Responsibility component of the SOERED Project was as follows:

"Social Responsibility (SR) recognises the importance of establishing the economic viability of an enterprise, but realises that restructuring is most effective when it takes human and social factors into consideration as well.  SR emphasises the benefits to organisational development from frequent and open internal communications.  It stresses the positive effects of addressing the social impacts of restructuring and looks for ways of dealing with any negative impacts of restructuring (such as redundancy). SR involves the active participation of all stakeholders, perceives human resources as the primary assets of an enterprise, and looks to each enterprise to build or develop a sense of corporate social responsibility. "
In addition, when we use the label CSR, we also take it to include Health, Safety and Environment (HSE).

Through training and on the job working the CSR programme has supported a remarkable growth in the skills and expertise of people involved in the project. That includes staff within the project institutions, the local experts and the project clients. And here I would like to thank and congratulate Dr Li Lailai and her team from lED for all their excellent work.
Many of the project institutions are now actively committed to the CSR agenda.  Local government at the municipal and provincial levels is developing better services for vulnerable individuals and start-up businesses.  Dissemination activities at the provincial and national levels will benefit from the Resource Bank, which the CSR team has been compiling.
Furthermore, there is strong evidence to suggest that institutions and enterprises that were following CSR principles most closely were also the most successful within SOERED. EG Yongfeng Paper Mill in Leshan is an example of a restructured enterprise that has made very good progress in integrating CSR into its day-to-day activities, and has seen clear benefits from this in terms of not just its wider stakeholder relations, but also in terms of its current and expected future sustainability as a business. It has made huge improvements in water purification by investing in new machinery.  It has also encouraged local peasant farmers to grow bamboo for the mill.  Locally grown bamboo reduces transportation costs and cultivation improves the soil by cutting soil erosion.  The farmers’ incomes rise and so the local economy also benefits.  Tax revenues from individuals and companies now amount to about one third of the total tax revenues to the county.  CSR compliance improves the company’s profitability and in turn the company contributes more to the local economy.  

3. CSR and Poverty Reduction

CSR, therefore, far from being a burden is in fact part of a larger process of social and economic development, and poverty reduction, with clear benefits for businesses as well. Companies can manage their core business to add social, environmental and economic value in order to produce a positive sustainable impact for both society and for the business. 

Businesses can help to reduce poverty. By investing, producing and paying wages and taxes, they can contribute to growth. By respecting labour standards and encouraging local sourcing, they can contribute to pro poor growth. By creating jobs, providing skills and training, and producing products that meet the needs of the poor, their operations can have a direct impact on the poor.

CSR embodies rules, codes and standards. And rules set standards for justice and equity. And the lessons of CSR also show that they make economic and social life more predictable – whereas unpredictability makes businesses weaker. 

CSR is therefore a crucial element of international efforts to foster sustainable and equitable development worldwide. As James Wolfensohn, World Bank President, said in 2000: ‘Bolstering the ties between companies and the communities in which they operate is crucial if economic and social development are to really succeed.’

4. CSR and donors

International donors have an important role to play in promoting CSR in the poorer countries of the world and those countries undergoing rapid social and economic transition. 

There is a role in building government capacity and public governance frameworks in order to help governments to create the conditions for responsible business behaviour, through for example:

* strengthening the implementation of existing laws and guidelines 
* strengthening compliance and monitoring capacity, and  supporting grievance mechanisms 
 
There is a role in building the capacity of the local private sector, labour and civil society organisations, who can act as intermediaries, advocates, technical advisers, whistle-blowers and pressure groups.
 
There is a role in relating the corporate responsibility debate to SMEs and domestic enterprise. There is an urgent need to focus the corporate responsibility debate on SMEs, the informal sector, and the domestic private sector.

The CSR work under SOERED has touched upon each of these areas. 


5. Concluding remarks

In conclusion, we hope that the CSR work in the SOERED project has made a valuable contribution. We hope that it shows what is possible and that the body of work will spark off new debates.  

The role of CSR in present day China reflects a lot of the current debates in China on social and economic change in general. The debates are even more acute in a society like China which is developing so dynamically and therefore questioning lots of the older traditions. But from the perspective of people centred, balanced social and economic development, the key questions surround what is happening to ordinary people and how can they be part of and benefit from all the changes? How we can ensure CSR promotion maximizes the benefits for poverty reduction in China. How can we support GoC and trade unions in their roles? How we can best form partnerships to together promote CSR in China. 

Everyone of you here today is a stakeholder in this process. You all have experience, knowledge and influence to share. And I look forward to hearing your perspectives, and working with you on CSR into the future.

Thanks
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