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Corporate Responsibility: Call for Views 

Response Form

The closing date for this consultation is 27/09/2013.
Please return completed forms to:

email: corporate.responsibility@bis.gsi.gov.uk
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	Name: Gerry Boyle

	

	Organisation (if applicable): CARE International UK

	

	Address: 9th Floor, 89 Albert Embankment, London SE1 7TP

	


	
	Large business (over 250 staff)

	
	Medium business (50 to 250 staff)

	
	Small business (10 to 49 staff)

	
	Micro business (up to 9 staff)

	

	Business representative organisation/trade body

	X
	Charity or social enterprise: Details below

	
	Trade union or staff association

	
	Individual

	
	Central government

	
	Local Government

	
	Other (please describe)


CONTEXTUAL INFORMATION

CARE fights poverty and injustice in 87 countries around the world to help the world’s poorest people find routes out of poverty. CARE also delivers emergency aid to survivors of war and natural disasters, and helps people rebuild their lives in the aftermath.  CARE’s mission is to create lasting change in poor communities.  

We recognise that states alone cannot solve poverty and the private sector must be involved. At CARE we seek to change the way companies do business to help achieve inclusive growth that expands people’s, and in particular, women’s access to goods, services and dignified employment.

Our main concern therefore is with companies’ impacts in developing countries, and in our answers we have focused on social impacts.  However we also believe that responsible corporate behaviour must address environmental sustainability (carbon and climate change, but also other key constraints such as water, land). Sustainable development requires both social sustainability and environmental sustainability.

Corporate responsibility is not a “nice to have” add-on to business operations, but is a central part of all business operations.  We acknowledge however that maintaining standards of responsible business has been made more complex by the development of global value chains, but business has chosen, for reasons of competitiveness and returns on capital, to implement such value chains and so remain accountable for standards of behaviour within them.

Beyond the accountability of businesses, we also believe that companies can improve the effectiveness of their supply chains by investing in social sustainability and inclusive business, with the following widely acknowledged benefits:

· Securing future supplies: in a world where there is much greater competition for resources, companies can reduce risks to their access to materials by investing in, for instance in the food industry, smallholder farmers in developing countries

· Innovating and growing: meeting the needs of consumers in developing countries opens up enormous opportunities

· Reducing costs by improving resource usage and reducing waste

· Improved credibility with the growing number of UK consumers who expect companies to behave responsibly

· Motivating staff who expect companies to meet their responsibilities to wider society

· Improving credibility with socially responsible investors

· Mitigating legal and reputational risks, and ensuring a continuing social “licence to operate” 

CARE’s own work with our corporate partners has delivered clear social benefits in a number of value chains whilst at the same time delivering significant benefits for the companies involved:

Tea – The Ethical Tea Partnership and Sri Lankan plantations

Cocoa – Cadbury (part of Mondelez)

Financial Services - Barclays

Question 1: What more could Government do to encourage a greater number of companies to adopt internationally recognised principles and guidelines in their own corporate responsibility policies?  How might Government, in a light touch way, measure this take-up?

	To ensure widespread adherence to the most important internationally recognised principles and guidelines it is essential to make the corporate responsibilities within the UN Guiding Principles on Business and Human Rights legally enforceable.  This could be done by adding to the Companies Acts a requirement on corporate office holders to put into action the requirements of the Principles on human rights policy, due diligence and remedies, as well as the transparency which has been promised in the recently published UK Action Plan
.   

These obligations would apply globally (in the manner of the Bribery Act), an approach favoured by the House of Commons Foreign Affairs Committee
. 

Such obligations should then be enforceable at least by victims of human rights abuse, shareholders and directors, although it would be preferable to see breaches also enforced as criminal offences.

The Action Plan is almost entirely about encouraging companies, but we believe that human rights will not be adequately protected by the Government’s mere exhortation and a requirement to say something in the Annual Report about human rights.  We believe that there is a risk that those companies who try to implement the Guiding Principles rigorously will be at risk of being placed at a competitive disadvantage to the less scrupulous. 

Given that many companies are already to start putting the Principles into effect, and the Government is exhorting ALL companies to do so, the Principles do not seem to require undue additional administration, which some may view as a concern.  Indeed a core concept of business’ responsibility to respect human rights within the Principles is of Human Rights “due diligence”: a term which contains some test of reasonableness.

This approach to Human Rights points the way to a much broader requirement on companies, possibly to be implemented in the Companies Acts, that Directors are required to pay due regard to ALL internationally recognised principles and guidelines in their management of the company.
Re take-up: We do not believe that there is any specific need to be “light touch”:  the Government should be enforcing these requirements with the rigour required to prevent human rights abuses and injustice.


Question 2: Should Government encourage more sector-specific initiatives and, if so, how might it do that?  Do different sectors need different levels of Government support and involvement?

	Yes, Government should encourage more sector-specific initiatives to ensure coordination, communication of best practice and consistency and comparability.  Government should set frameworks for obligations and reporting against them, with sector-specific detail.

We assume that different sectors will need different levels of Government support, driven by a detailed analysis of current levels of responsible behaviour, transparency, accountability and willingness to change.


Question 3: Are comparable, voluntary metrics on social and environmental aspects desirable?  What might be the costs and benefits of this?  What role should Government play in determining what these metrics might be and how might we encourage more businesses to adopt them?
	Improved social and environmental impact reporting will increase the adoption by business of better policies.  Therefore, comparable metrics on social and environmental aspects are desirable.  We do not believe that this should be solely voluntary: we believe that it is Government’s role to set the standards for metrics so that they are sufficiently clear, consistent and comparable to be useful to Government, investors, consumers, civil society and citizens.

The benefits are clearly that comparisons can be made, progress and issues highlighted and pressure brought to bear on laggards.

Consistent approaches to data reduce learning curves and enable greater use of industry standard software, thus reducing company costs.

Our expectation is that the clarification of the Companies Act 2006, mentioned in the UK Action Plan, so that company directors will include human rights issues in their annual reports, will require publication of clear, consistent and comparable information.  Given that this can be achieved for human rights information we believe that Government should also set the framework for other key aspects of corporate responsibility, and use the same legislative approach to ensure that businesses adopt them.

Further, it is clear that enormous progress has been made in environmental reporting over the last few years but that social reporting lags behind, despite attempts by NGOs to press ahead with new techniques such as CARE’s experience with Social Return on Investment
  or Oxfam’s Poverty Footprint work
 and their “Behind the Brands” campaign
.   Government should be encouraging and supporting the improvement of reporting by funding new initiatives to find cost-effective approaches.


Question 4: How might businesses demonstrate that the information they voluntarily capture and present is externally verifiable?  What might be the costs and benefits of this?

	Again, clearly the more that data presented by companies, whether mandatory or voluntary, is clear, consistent and comparable, the greater will be society’s confidence in it being externally verifiable.  This again argues for Government to at least set the standards for such data.

Credible external verification can also be achieved by Government / business funding of an external, independent group which sets standards for verification and audit of data. which sets standards for hieved by Government / business funding of an external 



























 


Question 5: How might companies best manage their supply chains more effectively?  How might Government help with this?

	Companies can improve the effectiveness of their supply chains by investing in social sustainability, with the following widely acknowledged benefits:

· Securing future supplies: in a world where there is much greater competition for resources, companies can reduce risks to their access to materials by investing in, for instance in the food industry, smallholder farmers in developing countries

· Innovating and growing: meeting the needs of consumers in developing countries opens up enormous opportunities

· Reducing costs by improving resource usage and reducing waste

· Improved credibility with the growing number of UK consumers who expect companies to behave responsibly

· Motivating staff who expect companies to meet their responsibilities to wider society
· Improving credibility with socially responsible investors
· Mitigating legal and reputational risks, and ensuring a continuing social “licence to operate” 
From CARE’s perspective, we would like to highlight two key areas of social sustainability: power relations and gender. 

Power relations: Companies based in the developed economies like the UK frequently have the most power within value chains that increasingly stretch back into developing countries.  It is of the essence of responsible behaviour that a company should not use its power in any way that increases the pressures and risks on those least able to cope, e.g. garment factory workers or small scale growers in developing countries.  Companies therefore must develop improved processes and internal incentives that put proper emphasis on decent working conditions, improved livelihood security and higher incomes for those at the end of the value chain.

Gender: CARE’s work pays particular regard to the position of women and girls, due to their widespread marginalisation and the positive development impact of investment in women and girls.  However, we find that companies we work with and speak to struggle to understand gender issues and how to deal with them.  Companies must therefore, on top of addressing the power relations issue above:

· significantly improve their analysis of gender issues, 

· establish policies which take women into proper account, 

· change structures to ensure the progress of women and 

· report on a gender disaggregated basis

Government can help on all of this by:

· moving these issues from being solely “development” issues sitting within DFID to being core corporate responsibility issues within the ambit of the BIS Department

· providing guidance as to the extent of the due diligence required by the UN Guiding Principles on Business and Human Rights, such that businesses understand that this includes issues of gender, wages, precarious employment and health and safety

· supporting joint learning by bringing together retailers, manufacturers, traders, importers and civil society with BIS, DFID and the FCO

· supporting corporate innovation that furthers sustainable development, by, for instance, underwriting commercial risk (see for example DFID’s much-heralded early support for M-PESA in Kenya)
   While DFID has been engaging in this, we believe that there is also a role for the Business, INNOVATION and Skills Department to do more

· reconfiguring the relationship between investors and management such that management are under less pressure to deliver short term targets.
  This is likely to entail revising the responsibilities of Directors within the Companies Acts
· highlighting best practice through BIS channels, emphasising that these are issues of core business for almost ALL companies, rather than the preserve of major multinationals

· BIS to engage with civil society alongside business in identifying best practice, innovation and priority issues


Question 6: Should companies be obliged to be more responsible for actions within their supply chain?  If yes, how could this be achieved without legislation?  What would the costs and benefits be?

	Yes, companies should be obliged to be more responsible for actions within their supply chain.  Such obligations would obviously be taken a long way forward by our suggestion in answer to question 1 that the Guiding Principles be made legally enforceable.

However, there are many further issues which may not constitute breaches of human rights for which companies must be held responsible (see Question 5). 

Key to ensuring progress is making clear to investors, consumers and civil society the current impact of companies on the lives of those within their supply chains.  Gender disaggregated reporting has already been mentioned, but the following information should all be made available:

· wage levels 
· proportions of workers in precarious employment (identified by casual, part-time or seasonal contracts) 
· health and safety statistics 
· crop prices paid to small growers.
We believe that some progress can be made without legislation, but do not believe that it will be adequate.  In effect, companies can only be obliged in any effective sense by legislation.

Undoubtedly some costs would need to be borne by UK companies, but these would be for remedying existing injustices.


Question 7: How might Government best support small business to adopt responsible business practices?  What particular challenges does Government face in trying to achieve this?  How might it overcome such challenges?

	See the suggested role of Government set out in our answer to Question 5.


Question 8: How might Government help SMEs publicise their responsible business behaviour?

	It is not Government’s role to help SMEs publicise their responsible business behaviour.  Government’s role should be to publicise any instances of irresponsible behaviour, as a warning to others, and to highlight examples of good and efficient practice which can act as a model for other companies.


Question 9: What role does larger business have in supporting smaller business?  Is there an imperative for larger businesses to support smaller businesses?  How might Government enable this?

	Many large businesses already have experience of implementing responsible practices in their own business and in their value chains.  Clearly large businesses towards the consumer end of value chains have the purchasing power and skills to instil improved policies and practices in their suppliers, and in fact, will need to do so to meet their obligations.  However, this needs to be done in a reasonable manner that recognises the need to build capability within suppliers, rather than providing another stick for procurement to beat suppliers with, and pushing all the implementation costs on to suppliers.  Current supply chain relationships too frequently push implementation issues and costs to the end of the supply chain, where cost pressure drives businesses in developing countries to further sub-contract and/or cut corners, leading to significant human cost, most recently highlighted by the Rana Plaza incident.



Question 10: What are the main barriers to businesses contributing more to social outcomes?

	A specific barrier to companies contributing more to social outcomes within their supply chains is their lack of detailed knowledge of their supply chains, and of the social and environmental costs at the bottom of the supply chain.  Many companies have constructed complex, international supply chains for reasons of competitiveness and return on capital, and in doing so have lost visibility of the growers and workers in developing countries who form the base of the supply chain.  The requirement of the UN Guiding Principles on Business and Human Rights to conduct human rights due diligence goes some way toward the needed improvement in supply chain visibility, however proper management of social and environmental impacts requires companies to go beyond a risk-led approach to a more comprehensive understanding of their supply chains.

More broadly, businesses are gravely constrained in their ability to contribute more positively to social outcomes by the short term nature of capital markets, both shareholders and lenders
. This short-termism is then reinforced within companies by their internal processes, incentives and reward structures, particularly for senior executives. 

Further, UK consumers have been conditioned for many years to expect falling prices (at least in cash terms) of key items such as food and clothing.  These expectations are then used by companies to justify competitive behaviours focused on offering lower prices, even though the companies themselves have largely been responsible for setting the expectations.

UK Governments have not addressed this strongly, as presumably it brings short term reductions in inflation.  This has never been appropriate and is even less so now, as the rising global population and changing lifestyles in developing economies drive global prices upwards.  Growers and workers in developing countries should not have to bear the burden of improving the living standards of UK citizens.


Question 11: What more could Government do to make it easier for businesses to support social initiatives?  How might Government showcase innovative approaches that others might consider adopting?

	Government should widen the ambit of the duties of Directors in the Companies Acts to ensure that the duty to shareholders is not used as an alibi for short-term decision making which militates against social initiatives.

Re showcasing innovative approaches: A number of initiatives exist which already showcase innovative approaches (e.g. DFID Business Innovation Facility, Business Fights Poverty).  However, they tend to focus on a relatively small number of companies because those companies are leaders in areas of sustainability.  The challenge is to substantially widen interest and engagement among a broader set of companies.  Changes in the law and regulations, as discussed elsewhere in our answers, would undoubtedly stimulate such interest, but the Government needs to go beyond this.  The BIS Department should promote innovative approaches towards social and environmental responsibility in core business activities as being key to future business survival and success, rather than as marginal voluntary activities.


Question 12: How might the relationship between business and society be strengthened?  How might Government support this?

	Key requirements on business in order to strengthen the relationship with society, are:

· deliver socially useful products and services

· absorb within the cost structure of the company negative externalities (carbon, pollution etc.)

· take an appropriate share of the nation’s wealth: pay decent wages; control rewards to senior executives; pay appropriate levels of tax

· stop lobbying to protect narrow corporate advantages whilst undermining broader public goods 

· forgo the current excessive focus on short term financial results.

All of these are areas where Government should be active in legislating for, regulating for, and encouraging responsible behaviour by companies. 


Question 13: Is there any comment you wish to make on UK business and human rights generally?
	No further comment



Question 14: Should corporate responsibility be recognised as a profession?
	Corporate responsibility is not a separate profession: it is a basic requirement of all businesses, and only by embedding a much greater commitment to responsible behaviour in all business operations, will businesses meet their obligations and reduce the risk to their licence to operate.  


Question 15: What more can Government, business and others do to improve information available to consumers who want to take ethical considerations in to account?  Does this differ between sectors?
	Consumers should be confident that all businesses permitted by society to operate are acting to a high ethical standard, because a strong legal and regulatory framework ensures this.  Thus consumers in future should only need to take into account a much narrower range of ethical considerations than now.
	


Further comments
Please use this space for any general comments that you may have, comments on the layout of this consultation would also be welcomed.
	


Thank you for taking the time to let us have your views.  We do not intend to acknowledge receipt of individual responses unless you tick the box below. 
Please acknowledge this reply  FORMCHECKBOX 

�� HYPERLINK "http://insights.careinternational.org.uk/media/k2/attachments/6922_Learning_and_policy_Aug2013_4.pdf" �http://insights.careinternational.org.uk/media/k2/attachments/6922_Learning_and_policy_Aug2013_4.pdf�





� � HYPERLINK "http://www.careinternational.org.uk/what-we-do/working-with-business/who-we-work-with/care-and-cadbury" �http://www.careinternational.org.uk/what-we-do/working-with-business/who-we-work-with/care-and-cadbury�





� � HYPERLINK "http://www.careinternational.org.uk/what-we-do/working-with-business/who-we-work-with/care-and-barclays-banking-on-change" �http://www.careinternational.org.uk/what-we-do/working-with-business/who-we-work-with/care-and-barclays-banking-on-change�





� � HYPERLINK "https://www.gov.uk/government/publications/bhr-action-plan" �https://www.gov.uk/government/publications/bhr-action-plan�


� � HYPERLINK "http://www.publications.parliament.uk/pa/cm201213/cmselect/cmfaff/116/11610.htm" \l "a24" �http://www.publications.parliament.uk/pa/cm201213/cmselect/cmfaff/116/11610.htm#a24�


� � HYPERLINK "http://insights.careinternational.org.uk/our-work/private-sector-engagement/worker-engagement/community-development-forums-on-sri-lankan-tea-estates" �http://insights.careinternational.org.uk/our-work/private-sector-engagement/worker-engagement/community-development-forums-on-sri-lankan-tea-estates�


� � HYPERLINK "http://policy-practice.oxfam.org.uk/blog/2013/05/whats-the-poverty-footprint-of-cut-flowers-oxfams-new-report-with-ipl" �http://policy-practice.oxfam.org.uk/blog/2013/05/whats-the-poverty-footprint-of-cut-flowers-oxfams-new-report-with-ipl�


� � HYPERLINK "http://policy-practice.oxfam.org.uk/publications/behind-the-brands-food-justice-and-the-big-10-food-and-beverage-companies-270393" �http://policy-practice.oxfam.org.uk/publications/behind-the-brands-food-justice-and-the-big-10-food-and-beverage-companies-270393�


� � HYPERLINK "https://www.gov.uk/government/speeches/investing-in-growth-how-dfid-works-in-new-and-emerging-markets" �https://www.gov.uk/government/speeches/investing-in-growth-how-dfid-works-in-new-and-emerging-markets�


�See for instance:“Business leaders see sustainability reshaping their business environment and are committed to reorienting their companies to take advantage as they scale up their contribution to global priorities. But even as they make progress in embedding sustainability through their business, it is becoming increasingly apparent that they are constrained by market expectations”. � HYPERLINK "http://www.unglobalcompact.org/docs/news_events/8.1/UNGC_Accenture_CEO_Study_2013.pdf" �http://www.unglobalcompact.org/docs/news_events/8.1/UNGC_Accenture_CEO_Study_2013.pdf�


� See for instance: � HYPERLINK "http://www.bbc.co.uk/news/world-asia-22476774" �http://www.bbc.co.uk/news/world-asia-22476774�


� For example, see note � NOTEREF _Ref367955703 \h ��10�
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