Mr. Rahul. DFID speaker welcomed group. Introduced background of IED-DFID CSR network. In 1999 the UK and Chinese government negotiated a SOE development project, which aimed to find effective CSR development in SOEs especially with a poverty reduction. Sichuan and Liaoning. 2 enterprises in each city. Project evolved along side government’s reforms of SOEs. CSR was central to the project objectives. Li Lilai’s work helped operationalize CSR at the enterprise level. Tool kits and info was developed for the enterprise. In 1999 CSR was a new concept for China. Definition in project: Social resp recognizes need to keep economic viability of company, but realizing that it must emphasize social needs. CSR means health safety and environment. Through training and on the job working this project has overseen amazing growth within the local institutions and clients. Many of the project institutions and local governments are now more committed to CSR, furthermore there is strong evidence to suggest that this project was extremely successful. Gave example of paper mill that integrated CSR into all process and built better community relations. Labor standards help promote better social development. Rules codes and standards that set standards for justice and equity. Makes business environment more predictable. Strengthening existing laws and guidelines and capacity of governments and civil society. Urgent need to focus CSR on SOEs and developing private sector and this SOERED project has added real value to this in China. It shows what is possible in China. Debates around CSR reflect similar debates on social and economic development in China in general—challenging former practices. How can we ensure CSR development reduces poverty reduction? How can we support trade unions in China? 

Li Lailai she discussed some of the challenges of the enterprises in the SOERED project. Globalization of the economy, poverty pressure. People used to say the poor can’t go to sleep b/c they are hungry and the rich can’t sleep b/c the poor are hungry. There are may people in China living under the poverty line, which ultimately will hurt globalization, thus insightful entrepreneurs will work to eradicate poverty. Human rights is another factor being pressured. CSR is the ethnic and legal responsibility that all have. We did a rough survey on CSR—1) basic principles businesses are using 2) business responsibility 3) welfare and rights for employees 4) working environment both facility and huanbao.

SR in china has three level of impacts 1) meet the standard. CSR in China is basis for legal existence for enterprises in China (first chapter in the book. Laws and regulations). 

2) international and domestic businesses get opportunities to grow from implementing CSR, especially businesses that export, for many importing groups require CSR standards on their suppliers in China and other countries. 3) The businesses that are investing social capital and increases return on this investment. 

In our research we found these three problems: 1) the legal base of CSR in China is fairly inadequate. The legal framework as well as documents are available there…over 100 pieces of legislation in China do in theory support CSR. However, the problem is the enforcement of such CSR laws and regulations. So far we haven’t made enough research into the gap in China to explain it. On the other hand we should consider if these regulations and laws are too strict, which may keep them from being fully enacted. Many of our enterprises in the project found they had took up too much social responsibility in the past, which burdened them (e.g., pre reform). After reforms began they started abandoning may social responsibilities to help develop their companies. When we look at the participants of our project we see the nature is fairly different. SMEs have difficulty surviving, which prevents them from adopting SR, but b/c they are small they are close to their communities. In our book we conducted a survey of over 36 enterprises (mainly SMEs). The development of SR gave them opportunity for further economic development. Mr. Chen will give you specific examples of this later this morning. They explored the legal and enforcement gap and the standards of international corporations—whether CSR is a trade barrier (?). How to separate some of the social functions from corporations. Relationship between corporations and communities was another area of research. Invited her colleague Zhang Xubiao to conntiune introduceion

Bill Zhang IED Framework:

1) Why research CSR?

2)  Characteristics of SR in China

3) obstacles

4) suggestions

5) orientation of future work

Chinese corporations should be integrated into the world CSR trend

B/c Chinese companies have entered into the world supply chain they must meet international standards (pressure from buyers). However, many consumers now, even in China, require companies to have a good reputation. Internal factors according to the stats provided in many companies they have worked with 35000 cases between labor and businesses (610,000 people involved) shows increase in conflicts due to growth in poverty. 

Characteristics of Chinese economy—shift from planned to market economy. So companies have had to shed their old SR. Must meet new laws while also keeping company growing economically. 

Driving forces for undertaking CSR—includes: stakeholders, policy, market, other internal factors, civil society, management of human resources.

Management of HR 

Health and environmental considerations 

Financial management (in the past few years some large enterprises have gone bankrupt due to bad financial management).

Control market risk

Enterprise culture—needs to be sound to help unite employees to increase production.

Enterprise branding

GOVERNMENT

We also have to look at laws and regulations

Help disabled, etc

Standards of institutions certification, Now we have international and national standards

MARKET FACTOR

How customers and consumers pressure for CSR (increasing in Chinese consumers)

Investor responsibilities 

Relationship between buyers and suppliers—pressures from buyers can help push CSR forward within Chinese supply companies

OTHER FACTORS

Local communities (often victims of bad SR)

News media reports

International organizations and NGOs pushing to secure rights for women and disadvantaged groups

Trade associations are working on establishment of relevant regulations

OBSTACLES IN THE IMPLEMENTATION OF CSR BETWEEN ENTERPRISES

In the area of enforcement and laws weak (over 1000 standards related to SR, but no unified standards)

Obstacles in the methods and approaches of carryingout SR. How to build up the ability of businesses to increase SR.

Build up awareness in enterprises

Who will pay for such an undertaking?

We need to set up some guarantee mechanism (e.g., buyer and supplier chain)

Future work and suggestions

Need to work out more encouraging policies for enterprises

Increase capacity of participants in this area

Empowerment of relevant participants (employees)

Strengthen research in CSR area

Stipulation of measurement standards that increase the awareness of citizens

He Wei director of communications of IED. The CSR website has been launched—a community/client oriented site. If you visit site today and register you can post your own messages. 

Deputy Director for China Federation of Industrial Economy.

At the beginning of my topic I’d like to note what Marx said in the Communist Maufesto. There is a phantom running around Europe and SW China coast—no communism, rahter SA8000 code. Just came to China a few years ago. It is external code that we have adopted. From my understanding of CSR its origin we can tell it is a symbol of globalization of world economy, with companies investing in developing countries. Labor unions in developing companies often protest gloal investment.

CSR definition as proposed by IED is a good—includes considerations for E, H, Labor. But from your vision and the driving force for CSR your focus on rights of labor. SA8000 only talks about HR and not environment or community development. So what is CSR? Is it something driving the market or a barrier? It did come out of the conflicts surrounding international trade. In international business work there is a voice that is trying to improve rights for laborers, which can hurt one’s business. CSR is relevant to the policies enforced by the communist party. I have discussed this issue with the chairman of SA8000. We are against bundling HR with international trade. The policies by the Chinese government and party are in large part the same as those SA8000 is trying to convey. The government and party is following a scientific development path to develop CSR.

China’s development does not only have to follow international trends but also the Chinese context—step by step, can’t be developed overnight. So what is the Chinese context? As I have just mentioned. The Government and party in China want to bring balanced development for economic development. IED shows that China does have the laws and standards for CSR, which are higher than the SA8000. So Chinese CSR has its high standards, but there are still many areas to improve, for the standards are scattered and not centralized. There are problems within this framework. As Li Lailai mentioned in her report—implementation of the standards are not that well enforced, in part due to some overly strong standards and local protectionism. I want to remind e/o to remember one very key factor is the OVER supply of labor in China. In this context it is hard to stick to the high standards for labor. Of course the party and government has been trying to improve things in the area of labor. Steps have been taken at different levels to combat these problems. The Chinese government will follow the trajectory of CSR, but we may not call it CSR. So external CSR pressure is taking place. Chinese enterprises are now faced with this situation. In terms of how to respond to SA8000—to blatantly reject this isn’t really a choice, but SA8000 is only a small part of the CSR. Another trend we are trying to avoid is totally follow SA8000 b/c of oversupply of labor. Perhaps developing countries should accept different standards and should be discussed in international economic forums. 

Last point. What do we need to do for CSR in China? Take advantage of the movement for CSR globally. From the standards point of view we don’t need to adopt international standards, rather re-document our diverse and scattered CSR standards under one law.

Need to promote to other countries in the world that we are a rigorously enforcing such standards. 

LI LAILAI: Mr. Chen’s talk represents a voice of industrial enterprises of their conception of CSR. Now invite another rimportant player for CSR in China. Mr. Guo Yun from All China trade Union.

Guo Yun: ACTU has prioritized CSR issue. We are interested in this topic, but we feel when we do research on this topic we are following the framework set by the government and party, which is very human centered. I don’t think CSR is simply an imported concept, for under our planned economy we had adopted considerable SR. restructuring of SOEs includes not only economic development, but also issue of taking care of laid off workers. Until the early 70s and late 80s we started our market economy, but SOEs have fallen behind private sectors. The 1950s labor law is still in effect. For a long time the country has been a planned economy and CSR was put on the shoulders of the Chinese businesses. We are still in a stage of exploration and research and we see a need for a standard and framework for CSR to make economic development just. Many companies take advantage of employees with long hours and other things. Desire to produce cheaper products, thus we need time to develp form the current situation to a more strictly enforced CSR system in the private, JV and SOE sectors. This year is the 10th anniversary of China’s labor law. Was a progressive law which has sufficiently high standards, but these standards are not unified. News media have covered examples of poorly enforced standards. However in the process of creating a developing economy we will be able to move to a more standardized CSR practice. 

To keep up with the globalization of our economy will demand better labor standards. It is complex to standardize our SR standards. 

There are some who doubt that since China’s economic strength is a big labor sector, that we won’t implement CSR b/c it would weaken our position in the international economy.

Who will set and implement new standards. SA8000 standard is stipulated by many industrialized countires in the world, but maybe it isn’t relevant for develping economies. The US does not want to take up its due responsibilities for the international community, so how can you require developing countries to adopt these strict SR standards. Need to adopt standards that fit China’s local conditions. Like Chen, he thinks there should be an international convention that gives separate standards for developing countries. Not a pure technical standard, but one that takes the capital and labor situation in developing countries. 

He kept repeating this last point again about China being able to keep competitive edge and thus not have to meet some of these “extreme” technical standards. However we shouldn’t overexploit our employees in sweat shops, so we need to revise our concept of solving the labor problem. 

Minimum wages in BJ are different from those in GD, which underlines one are we are not unified. Also the long hours and overtime payment are issues that should be addressed. We think it is a good thing to implement CSR, but we think SA8000 exceeds the capacity of Chinese enterprises. 

LI LAILAI it is worthwhile of our institute to attract valuable opinions and 

POST TEA BREAK

LLL: in this session we will share our experiences with you. We have invited some practitioners of CSR here. 

Pia MacRae To give an intro—I work for BP one of the world’s largest gas companies nad have been in China for 25 years and are one of China’s largest investors. Oil and gas companies are not labor, rather investment intensive. So we face different CSR issues, so I hope the perspective I bring will be useful for the discussion.

I want to start with a context of CSR for us as a company. Earlier some asked wehter CSR is something imported or something in China for a long time. CSR emerges out of challenges  businesses face in doing business and is not something new. If CSR is foced on people this is not a good situation. As an energy company we face a paradox. We bring energy to people that underpins economic development. Paradox is that this energy presents serious environmental and social and ethical challenges. We feel that we should face up to them and address them. We believe businesses have the primary responsibility to shareholders, but over the long term we need to look at what gives us a long-term ability to operate. Earlier noted the profit versus people oriented. We believe both should be done at the same time…just like energy and environmental protection. 

We start with our core business of CSR and how to create responsible operations that lessen environmental footprint and deal with people fairly, are transparent. When we believe we need to have same standards wherever we operate. There is a second sphere of social responsibility, not where we have control, but where we have influence. We are not in the business that China should have certain law and standards b/c we are not a government. But what we can offer are choices, that allow governments may make laws to go forward. Let me give an example that is at the heart of our industry—Climate Change. Our company looked at the trend and decided to set internal emissions targets to reduce by 10% of our 1990 emissions. We have had enormous success and hit targets 8 years ahead of time, many in the company were motivated to do good and we made money by saving LOTS of money. How about our area of influence. We say to governments that we can offer lower sulfur fuels and can look at renewable energy supplies, which are offered as choices. That seems to me an important role for companies to play. I want to give you a local example. 

We gave a joint venture with sinopec we carried out an ESIA. In the SIA an issue came out that we were bringing lots of trucks to a site where we were building a chemical plant. Communities and own workers were concerned b/c of the danger of the traffic. We then did activities on road safety and contracted local schools and local government to help fix trouble areas of the traffic. Brought together communities and didn’t impose anything on them.

BP tries to deliver to their stakeholders by being good at both international and local levels.

1) How CSR can help build opportunities for business development

When people look at our track record they ask about examples of how we delivered SR to other communities. There is the Q of trust and reputation, which we see across the industry. Responsible care and safety programs help communities trust the industry. What do you offer, trying to understand potential stakeholders is important. When we bring on contractors to our projects, we check them out around safety, environmental, and ethics records as well.

2) How CSR can lower risk. A few areas to think about on that. Thinking more broadly about your business schope is important in strengthening your due diligence. If you go beyond the current laws you will anticipate future changes, which lowers risk in the future. CSR helps you respond ot social needs. One example, in project design when you are going to put in a pipe or road you can really avoid lots of future problems. An area I’d like to mention in managing risk is early alignment with business partners. If you are clear with your CSR policies this will help you align better with partners. Get both parties to agree with same policies early on in the business development phase help prevent problems and risks later on. 

Finish with a final thought—CSR is not a destination…not a one-size fits all. Will be different for each company and different companies. I think that as multinational companies we must walk a very fine balance about having same standards in ALL places we operate, but we also need to be mindful of local context and build relationships with stakeholders. Be flexible and responsive to places where we operate.

Shen Dongshu, from an NGO that is working on CSR research. At IED we are only talking about CSR in research, but they have experience

SHEN DONGSHU 

We have talked about how CSR is affecting industries, but what about its macro impact on China’s society. 

CSR and poverty alleviation in China 

1) Relatedness and importance of CSR

2) how CSR can promote CSR in China

3) How NGOs can play a role.

People are familiar with CSR in China, but maybe not poverty alleviation. Everything I say is about China’s present day. Chines government defines 30 million in absolute and 90 million relative poverty. According to WB our income is high, but according to Chinese government if you calculate using ppp there are 150 million in poverty. 

To change this serious situation that needs to be changed. The government and industries have resources that could be used to solve these problems. Poverty in China not just an economic problem, but also political and social. They studied poverty in many other countires and looked at labor and government conflicts. Poverty problem in China is really connected to the rest of the world.

It is important for China to adopt international experiences of activities of enterprises. Now we have labor law, but they are high and difficult to be enforced. Now we hope efforts of poverty alleviation we can 

Four areas companies can improve: Community, environment, labor and investment

Create employment as well as develop human resources—create decent jobs that grow the economy.

Vocational training and human capital development 

Development of civil society will play a key role as a third party to monitor. 

Need to promote the investment into SR. 

From the perspective of poverty alleviation, how can NGOs help promote CRS. Sometimes it should be a new value for the society therefore it is worthwhile for NGOs to promote CRS. In China we have a strong government and strong market. The potential of more government-NGO partnerships.

Suggestions: I hope NGOs will promote CSR in China to strengthen the connection between Chinese and international consumers and monitor supply lines in China. They should promote the stipulation and enforcement of XX of large eneterprises. Promote relationship of government and NGOs to help lower costs of CSR (e.g., how to help develop feasible labor standards. China needs to find out investment funds for supporting such NGO development.

LLL our next speaker is our work partner in SORED.

Chen Zhangjiang: We are in Sichuan and there are 3 cities (Leshan, x and x) Leshan institution is involved in this project doing consulting work. The project aims to help enterprises to become more responsible and create more employment for more people. Youngfeng is a township that is very remote and the papermill which is part of the project (12,040 employees). We conducted a project design ith IED as to how companies should conducte CSR work. WE looked at the cost and resources. So Yongfeng company did well in these areas. From earlier investigation/survey, the leadership of the company had the concept of serving the people while serving own interest.

In our project design we instroduced one CSr concept. I would like to introduce our practice from three aspects: 

1) we emphasized of people orientation—labor force as human resources, so we set up a HR office that included training of staff in HR and management. A) communication with employees (many companies have different layers in their strucgture, so question of how to establish communication channels). During period of transformation of technology in the company they invested lots of money, but didn’t have enough money for salaries. Worked out a plan to help pay people their back salary tha twa sowed to workers. WE also encouraged the enterprises to make investment into training in employees. Remote location means most employees are local person. Each worker should have at least 60 hours of training. This led them to higher retainment of employees. In 2001 the average annual income increased to 7800 Yuan and the company’s output also increased.

2) We strengthened environmental protection. Helped analyze the benefits they would get by greening their production. 250 million Yuan to solve pollution caused by the factory. 20 million Yuan of which on water treatment with average cost of 70 million. The installed equipment increased the companies production. AND improved the local environment, which has a  very positive ijpmact on the local government. Lu Quan county where the factory is used to have over 800 hand-making paper mills, which had the annyal consumption 25 tons of bamboo strips. At the same timje there were about 300 paper workshops with some machinery. At the beginning the country started closing some 1100 small papermills b/c of the problems they were causing to the environment. Therefore, Yongfeng papermill hs more raw resources now. Moreover, they also purchase materials to neighboring cities and provinces. 

3) Poverty alleviation by companies. Local government sees PA as key in economic development. B/C Longfeng is pushing this issue, but getting local farmerst to grow bamboo. The newly planted forest space have improved production of low production of the forest resrouces and protect the upper reachers of the Yangtze. Established a company to monitor the purchase of the bamboo and help farmers realize the advantages of maintaining forests. Factory promotes new technology to the farmers to improve bamboo production. Company working with the local government for planting forests. About 1/3 of local people’s income comes from the bamboo. So the development of the bamboo industry has helped local agricultural. Have helped shift the local economy to become more industrialized. Community service strategy has helped both the community and company’s production. They produce high to medium office paper. 10% of country and 60% Sichuan paper supply.  Is one of the better CSR industries in Sichuan.

IED did a lot to improve CSR concept within the enterprise!

Drivers of CSR in Europe (YOU CAN CREATE A SUMMARY EASILY FROM HIS WELL STRUCTURED SUMMARY)

General trends: exploding communications, transparency—nowhere to hide

Growing awaresness and concern over environmental degradation

Stakeholder activism—becoming mainstream

Decreasing confidence in corporate ethics and government—no trust

Increasing importance of brnad value in global market places who are we buying from?

Market drivers

Improving eco-efficiency, maintaining customer loyalty, build corporate integrity, maintain investor confidence, recrut premier staff, satisfy government and market regulators

Specific mechanisms

Manufacturer op perf standards

Retail standards for goods

 Civil society corporate assurance 

These trends in EU on CSR impact operations around the world. Drivers of the supply chain within China: 

1) Chinese export growth

2) Western consumer concerns (organic foods, sustainable environment, labor force…EU are concerned of everything and aren’t happy)

3) pressure group activism (NIKE, ToyRus, Macs, etc have been targets( 

4) Business risks. Consumer pressure and emerging corporate governance legislation is creating a web of risks for businesses….no small affair.

Great diagram of the CSR in the supply chain (see his PPT)

The burden is on the producer is to assure that all of these CSR concerns are being addressed, but this isn’t easy and standards like SA8000 are quite expensieve.

Is market sensitive to CSR issues?

YES, particularly where corporate greed and arrogance are suspected.

For may in EU there has been fundamental breakdown of trust in society

Reputation is easily lost than made on CSR issues

Is there market demand for responsible sourcing of products?

-Yes, esp. among educated middle classes

-An emotive issues

-But price and quality are still king for most consumers and producers.

Do governments see CSR standards ads a way of protecting western manufacturing?

Not so long as they see China as their major supplier.

There is a hierarch emerging

Wholly owned manufacturing of E and US multinationals where corporate standards are expected and enforced.

Chinese owned outsourced manufacturing facilities.

Preferred supplier of goods and comjponent

Mainstream manufacturers whose performance varies widely and about whom little ei sknown.

OPPORTUNITY for growing for progressive Chinese companies. 

Q & A

BJ Economic research center, this is a civil organization and I will have a different view from earlier speakers. I feel at the moment we have a contradiction in CSR. International companies require Chinese companies conform with standards that Chinese enterprises don’t necessarily agree with b/c they are so high. I think during the exchange of goods people invest in China b/c they want to take advantage of cheap labor and tha tis what developing countries are demanding. If the cost of workers in developing countries raised to the level of those in developed countries this will have to pay more and then we’ll lose investment. How to solve the problem. We need to resolve the conflicts between capital and labor. Foreign investors should also help support some for some labor improvements. The Chinese government hasn’t done enough on labor protection. In short he sees that the Chinese government and international investors should also do more for laborers in China. 

China NGO cooperation: Add 2 points to Mr. Wenman’s speech. We always talk form the European side that there is this top down pressure from EU consumers that are putting pressures for China to adopt CSR.

We need to look at bottom up and the potential benefits to Chinese business. There are big opportunities in these new markets. The profit making of the company can be improved by focusing on CSR. CSR is not just an issue of standards. SA8000 is a killing topic, but other strict standards have sparked useful discussion and newer standards. I think we should not start with the highest standard, but look at where there is some place to start this journey.

In this global trading business. There isn’t much of a difference between developed and developing. 

Paul Wenman: There has been a dialogue in EU as to whether the pressures to make profit could be squeezing Chinese businesses in Asia to overlook CSR. In EU there is a great report produced by Inside Investment on the issue of squeezing margins are inhibiting the margins for CSR development.

GTZ woman—Like DIFD we work to support consultant services to Chinese partners. I am interested in today’s topic b/c we had a series of workshops on CSR that introduced a new trade code of conduct. These standards are lower to SA8000. Promoting CSR is an arduous task in China. GTZ is looking at worldwide standards with Chinese counterparts—it is a problem to implement.

British organization guy notes: Our company works on SHE and recently I have attended a few conference put on by EU. I think the two conferences are connected. Because people’s living standards are increasing people are becoming more concerned with SHE. I would like SHE become more integrated with Chinese culture.

Enterprise association of China and I represent my director: 

1) Definition for CSR. The enterprises in our associations have worked with labor association and the labor department. The UN is talking about a global pact to incorporate businesses from everywhere to talk about CSR. We attend many international labor meetings, but none of them talk about CSR, rather talk about migrant workers. CSR should not be compulsory for Chinese businesses b/c there are so many other problems that need to be solved. A study we did of businesses in eastern China—oversupply of labor and companies don’t have money to pay layoff fees. Corrupt government officials are putting up obstacles to businesse as they try to expand their businesses. Once the environment  is good for businesses to develop we can address CSR.

2) SA8000 has pushed businesses to opposite standards and created a market barrier. 

3) Accreditation for SA8000 does not know the conditions faced by Chinese businesses. 

Guo Li from Asia Pacific Association Ministry of Commerce to give final words—HE BASICALLY GAVE OVERVIEW OF PREVIOUS CSR TALKS. Corporations need to think about many more things besides production. We need different stakeholders to contribute to this effort. General statement: The things we have talked about today, is the definition of CSR often differs depending on the country and culture. The key driving forces and barriers in China, and cost of CSR have been identified by IED. 

In regards to the implementation of implementing CSR standards….he sees various debates natural b/c it is a new concept. He noted that the cost of implementation as something that will need to be clarified. 

Praised this meeting as something that would help spark greater dialogue on CSR implementation in China. Need mechanism for implementing CSR.

