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During the past decade the “first generation” of
Corporate Social Responsibility (CSR) ini-

tiatives acknowledged the social responsibility of
multinational enterprises (MNEs), and the “second
generation” established important industry bench-
marks. These initiatives included the creation of
codes of conduct and other voluntary standards that
govern industry actions with respect to such broad
areas as human and labor rights, environmental
safeguards, and social and economic challenges.
As this report indicates, some industries are now on
the cusp of a “third generation” of CSR initiatives,
which focus upon the implementation and moni-
toring of such codes.

This study is a follow-up to an earlier report 
commissioned by the World Bank Group titled
Company Codes of Conduct and International
Standards: An Analytical Comparison. The objec-
tive of the study is to assess the implementation of
CSR codes of conduct across various industry sec-
tors. It focuses on common implementation mech-
anisms, such as monitoring, communication and
training, resource allocation for CSR implementa-
tion, data collection, and the adoption of grievance
systems. 

The report finds limitations and opportunities par-
ticular to each industry, as well as cross-sector
problems with implementation of CSR standards.
For a variety of reasons, including consumer
activism and the type of production sites, the

apparel and footwear industries have taken the lead
in CSR. They were the first to adopt codes of con-
duct, have reached the greatest code convergence,
and were also the first to develop implementation
mechanisms. This sector boasts diverse and elabo-
rate mechanisms for the implementation of codes
of conduct, including internal, third-party, and
multistakeholder monitoring. In addition, the mul-
tistakeholder initiatives—which engage industry,
civil society, and government—have played a
major role in pushing industry toward better stan-
dards and increased vigilance. 

By contrast, implementation mechanisms in the
other sectors are much less developed. With the
exception of a few leading brands and multistake-
holder initiatives, monitoring of the implementa-
tion of codes of conduct in the agribusiness sector
is close to nonexistent. One of the unique features
of the initiatives that do exist is the use of large
external nongovernmental organizations (NGOs)
as third-party verifiers. Most large agribusiness
multinational enterprises (MNEs) have also put
efforts into implementing at least core environ-
mental standards. Likewise, the tourism industry is
still in the first generation of developing codes of
conduct, with a few brand names within the cruise
ship industry taking the lead. 

Although the extractive industry also lags behind
the apparel industry in terms of implementation of
CSR standards, it is advancing—particularly
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within the areas of health, safety, and environmen-
tal standards, security, and revenue transparency. 

The study finds some common problems with CSR
implementation that transcend all industries. These
issues include:

• A lack of adequate code convergence

• The need for more multistakeholder initiatives

• Disagreements over how far down the supply
chain companies should monitor

• Insufficient transparency with respect to internal
and external reporting

• Too little standardization in the training of mon-
itors

• Inadequate education of workers regarding their
CSR-related rights

• The failure to focus on the root causes of non-
implementation (that is, on why—as opposed to
what—standards are not being implemented). 

The great strides made in the CSR movement dur-
ing the past decade demonstrate the degree of seri-
ousness with which most corporations now address
CSR issues. Although only a handful of major
multinational corporations had codes of conduct a
decade ago, such codes are now widespread in
some industry sectors. For these codes to have
meaningful impact, they will need to be imple-
mented and monitored in a coordinated and con-
sistent manner. This study highlights current trends
in CSR implementation, and in so doing, identifies
key implementation challenges that industry sec-
tors will confront in the coming years. 
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2.1 INTRODUCTION 
It is difficult to make useful generalizations about
the implementation of Corporate Social Responsi-
bility (CSR) standards across industry sectors,
because each sector has unique workplace condi-
tions and therefore must adopt different CSR 
tactics. Accordingly, this study assesses CSR im-
plementation in five discrete industry sectors. Only
one of these sectors—apparel, footwear, and light
manufacturing—has reached the level of CSR
maturity at which implementation is conducted in a
consistent and coordinated manner. 

For an industry sector to tackle implementation
issues effectively, member companies must first
have a certain degree of convergence with respect
to their voluntary codes of conduct. The manufac-
turing and apparel industry has now achieved this,
primarily with regard to certain core human rights
and labor rights standards. The industry has been
particularly aided by the development of a number
of multistakeholder initiatives, which have helped
to develop relative consensus around certain key
CSR principles. These multistakeholder initiatives
have also enabled this industry sector to begin inde-
pendent external audits of some facilities, thereby
ensuring the implementation of CSR standards far
more effectively and consistently than within any
other industry sector. 

The vast majority of implementation mechanisms,
however, are still performed internally, and most
companies are extremely private about their sys-
tems and reporting. Moreover, there is a wide spec-
trum with regard to how firms conduct their internal
CSR assessments. Some companies undertake in-
depth internal audits, employ dozens of people,
spend millions of dollars, and make the results of
such audits public. Most companies, however,

spend only a minimal amount on CSR implementa-
tion and do not publicize their results—making
research in this area particularly difficult.

2.2 BACKGROUND
This study is a companion report to the two-part
project on company codes of conduct and interna-
tional standards that was commissioned and pub-
lished by the World Bank Group during 2003– 
2004.

To support its ongoing technical assistance pro-
gram, the World Bank Group’s Investment Climate
Department commissioned a series of research
analyses to determine the content of CSR codes of
conduct in targeted industry sectors and the extent
to which that content is derived from internationally
recognized standards. Foley Hoag was engaged to
research the codes of conduct of approximately 100
companies, as well as the codes of conduct of non-
corporate entities, including nongovernmental
organizations (NGOs), and trade unions.

Once codes were identified and researched, they
were assessed to gauge whether there were emerg-
ing trends in the industry sectors with regard to
broad CSR categories such as human rights, labor
rights, environmental standards, and social and
community impact. These broader categories were
then broken into a number of subcategories, which
were drawn from the Global Reporting Initiative
(GRI) in its Sustainability Reporting Guidelines.

The industry sectors analyzed were apparel,
footwear, and light manufacturing; agribusiness (in
particular, the banana, coffee, sugar, and cut flower
industries); tourism; oil & gas; and mining. For
each of these broad industry sectors, key corporate
and noncorporate players were identified and
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researched, and their codes of conduct summarized.
Summaries of these codes were placed into a series
of comparative matrices, which divide the informa-
tion into broad CSR categories and delineate inter-
national standards and benchmarks. Accompanying
narratives that highlight emerging standards for
each category and practices of note were written for
the matrices. 

In compiling information on these codes of con-
duct, only publicly available information was
reviewed, drawn primarily from the websites and
annual reports of participating companies. Consent
for publication was received from all corporate and
noncorporate entities whose data were included in
the matrices.

The analyses indicated that there are emerging
trends among the codes of conduct examined. It is
not suggested that there is a convergence of CSR
standards throughout these industries. The compa-
nies selected for participation were primarily large
multinational enterprises (MNEs) with well-devel-
oped CSR programs. Because of the nature of the
analyses, it was impossible to select a true cross-
sampling of all firms, because many of them did not
maintain codes of conduct. A decision was there-
fore made to examine the most multinational, “pro-
gressive,” and highest-profile firms, to determine
areas of overlap among this leadership cadre. Thus,
the analyses show important trends in key industry
sectors, though they represent only a minority of the
companies operating in these sectors.

Among the leadership cadre of companies exam-
ined, there were stable trends regarding human
rights and labor rights standards. Most specifically,
the labor content of codes of conduct are beginning
to reflect International Labor Organization (ILO)
core conventions in such areas as forced labor, child
labor, hours of work, discrimination, and harass-
ment and abuse. There is less convergence around
the issues of freedom of association and collective
bargaining. 

There is also significantly less convergence in the
areas of environmental standards or social and com-
munity impact. In fact, although some companies
have adopted environmental guidelines from the
World Bank/International Finance Corporation
(IFC) Pollution Prevention and Abatement Hand-
book, there is virtually no convergence on environ-

mental issues other than a commitment to abide by
any applicable domestic environmental laws. Sim-
ilarly, there is little, if any, convergence on stan-
dards for social and community impacts. In the past
several years, however, there has been an increased
willingness by companies to commit to principles
of transparency and anticorruption. Several of the
leadership cadre, for example, joined such initia-
tives as the Extractive Industries Transparency Ini-
tiative (EITI) and the Publish What You Pay
initiative.

2.3 METHODOLOGY
In collecting and analyzing the material on CSR
codes of conduct, an effort was made to ascertain
the practices that various companies employed to
implement, evaluate, and monitor their codes of
conduct. Whenever a company supplied this infor-
mation, it was included in the printed matrices in a
column titled “Monitoring.” Many companies
chose not to share this information, however, not-
ing that monitoring mechanisms were not part of
their codes of conduct and that such information
was typically not made publicly available. 

In the instances in which information was obtained
from companies about their implementation mech-
anisms, there were significant differences among
companies with respect to the quality and specifics
of monitoring, auditing, and remediation efforts.
There was a great deal of inconsistency at even the
most basic level of CSR implementation (that is,
how standards were implemented in everyday busi-
ness practices and monitored).

Recognizing these differences, this follow-up study
was commissioned to examine and evaluate the
structures that firms have put in place to implement
CSR codes within their business operations and
supply chain. The objectives of the study include
assessing the extent to which CSR codes of conduct
are implemented within the targeted industry sec-
tors, identifying the most common code-of-conduct
implementation mechanisms, and finding gaps or
deficiencies in the implementation of codes across
different industry sectors. 

Common implementation mechanisms encompass
the activities that firms undertake to ensure imple-
mentation of their codes, such as internal monitor-
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ing, communication and training about the code
throughout the supply chain, resources firms spent
on implementation, the collection of data, the adop-
tion of grievance systems, and training and
resources allocated for remedial action.

The methodology used in ascertaining the state of
implementation mechanisms in these industries
was twofold. Whenever companies were willing to
make their implementation or monitoring strategies
publicly available, these were included in the code-
of-conduct matrices, and reference is made to them
in this companion report as well. Whenever spe-
cific material about a company is described, it is
from publicly available information, including its
code of conduct, its website, or other corporate
information.

Most companies, however, refused to publicly dis-
close their implementation mechanisms, so it was
difficult to ascertain information for this report.
Therefore, as a supplement to any publicly avail-
able material, a series of in-depth interviews were
conducted with CSR experts with particular knowl-
edge or expertise about these five industries. Some
of these interviews were conducted with the CSR
officials at companies included in the code-of-con-
duct study, others were with those who specialize
in CSR matters at key NGOs, and others were with
outside consultants who supply CSR advice to
companies in a range of industry sectors. These
interviews frequently lasted at least an hour, and a
partial list of the interviewees is included as an
appendix to this report, as well as a general outline
of the questions asked of each of the interviewees. 

In the interest of obtaining as much information as
possible about implementation mechanisms within
these industry sectors, assurances were given to all
interviewees that any specific information pro-
vided about a company would not be used in this
report. Instead, interviews were conducted to elicit
general information about trends within particular
industry sectors. Although some direct quotations
from these interviews are incorporated in this
report, they are not attributed to a particular expert.
Instead, quotes are identified as given by an “indus-
try expert” or an “NGO expert.” In this manner, the
authors were able to encourage experts to speak on
background about this issue, even though specific
company information was provided only on an off-
the-record basis. As a result of the type of informa-

tion gained during these interviews, this report is
more anecdotal than the code-of-conduct pro-
jects—specific companies are only mentioned in
this report to showcase particularly progressive
industry leaders. 

The report suggests that CSR is on the cusp of a gen-
erational change. If the first generation of CSR was
an acknowledgement of MNEs’ social responsibil-
ities and the second the development of codes of
conduct to address those responsibilities, then this
second generation is a realization by many compa-
nies that they must follow through on their commit-
ments by having robust monitoring regimes. 

The findings on implementation mechanisms also
varied dramatically by industry, depending in large
part on the relative level of maturity that industry
sectors had achieved regarding CSR practices. Of
the five industry sectors analyzed, the footwear,
apparel, and light manufacturing industry sector
had clearly put in place the most comprehensive
and extensive monitoring mechanisms. In fact, the
other industry sectors didn’t even begin to
approach the monitoring programs that had been
devised—or the external stakeholder groups that
had been formed—to monitor the light manufac-
turing sector. 

This is no doubt partly because the apparel,
footwear, and light manufacturing industries were
the first to achieve heightened consciousness
regarding the need for CSR initiatives—largely
because of the scandals surrounding the use of
sweatshop conditions that some apparel and foot-
wear companies faced in the mid-1990s. Because
of those scandals, multistakeholder initiatives
were established in this industry sector in a much
more organized and comprehensive manner than
in the other industry sectors. In addition, the
apparel, footwear, and light manufacturing sector
has been pushed toward broader compliance and
monitoring mechanisms by the growth of increas-
ingly powerful external stakeholder groups. These
external stakeholder groups derive at least some of
their power from public concern about CSR issues
in this industry sector, which is not yet equally
focused on the other industry sectors. 

As a result, implementation and monitoring mech-
anisms are far more cursory in the remaining four
industry sectors. Agribusiness and the extractive
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industry sectors, in mining and in oil & gas, are esti-
mated to be at least 5–10 years behind the apparel,
footwear, and light manufacturing industry sectors’
CSR initiatives. Finally, the tourism industry is just
beginning to adopt codes of conduct. Effective
monitoring mechanisms for tourism are not antici-
pated for at least several more years.

Accordingly, the apparel, footwear, and light man-
ufacturing industries are reported on in significantly
more detail than the other four industry sectors.
This is not just because the most information is
available about this sector and it can therefore be
described in greatest detail but also because the
growth of implementation mechanisms in this sec-
tor is seen as an important precedent and model for
the other industry sectors to follow.
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3. Apparel, Footwear, and 
Light Manufacturing Industry Sector

There is nearly unanimous agreement that the
footwear and apparel industries lead all other

industry sectors not only in terms of their develop-
ment of CSR codes of conduct but also in the mon-
itoring and compliance of such codes. For a number
of reasons, CSR issues first came to public attention
in relation to apparel and footwear factories. This is
partly due to the corporate scandals in the 1990s
involving alleged sweatshop conditions in some of
the sourcing facilities of Kathy Lee Gifford, Nike,
and other major brands. NGOs very effectively har-
nessed public outrage regarding this issue, and con-
sumers began to make ethical choices about the
brands they chose to purchase. 

Apparel and footwear companies also lend them-
selves to a public campaign because their sourcing
facilities are so labor-intensive. As one NGO leader
pointed out, it was much harder for NGOs to ini-
tially target companies like electronics manufactur-
ers or other types of light manufacturing firms
because they “were more capital-intensive than
labor-intensive.” 

Unlike the work environments of mines or other
extractive industries, which proved difficult for
NGOs to access, apparel and footwear companies
also provided relatively easy opportunities for
NGOs to collect information about labor and
human rights practices. As another NGO represen-
tative noted, mining products are typically made
part of a final product that is sold under a different
brand name than the extractive industry that
unearthed it. Therefore, consumers do not feel as
much of a direct link to the initial product in the
extractive sector as they do for the products of
apparel and footwear companies, which are fre-

quently connected in consumers’ minds to a spe-
cific brand name. These apparel and footwear prod-
ucts therefore have provided a unique opportunity
for consumers to “vote” on a corporation’s CSR
strategy directly with their pocketbooks. 

Finally, the role of external stakeholders in initiat-
ing the use of codes of conduct cannot be underes-
timated. Many activists point to President Bill
Clinton’s initiation of the White House Apparel
Industry Partnership (AIP) in 1996, in response to
sweatshop scandals, as a seminal moment in the
development of CSR codes of conduct, as well as
monitoring and compliance mechanisms. The Fair
Labor Association (FLA), the successor organiza-
tion to the AIP, is one of the foremost multistake-
holder groups that, in part, monitors member firms
for compliance with the FLA Workplace Code of
Conduct. Other external stakeholders, in addition to
NGOs and sovereign governments, that helped to
contribute to the growing demand for effective
compliance measures include religious organiza-
tions, the United Nations (U.N.), the ILO, and
socially responsible investment agencies.

Although apparel and footwear companies provide
the vast bulk of the research for this examination of
light manufacturing codes of conduct, it is impossi-
ble to lump all light manufacturing companies
together. Of particular note is the toy industry, led
by companies such as Mattel, Hasbro, and McDon-
ald’s. That industry, according to one insider repre-
sentative, is “about a year or two behind” the
footwear and apparel industry in its development of
CSR mechanisms, including its monitoring and
compliance programs. Notably, following the
model established by footwear and apparel compa-
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nies, there has been a development of multistake-
holder groups in the toy industry as well, including
the International Consortium of Toys (ICTI) and
the Hong Kong Toy Council, which seek to help
monitor toy companies. Similarly, Mattel has spear-
headed the Mattel Independent Monitoring Council
for Global Manufacturing Principles (MIMCO), a
group of external monitors that assist toy manufac-
turers in meeting Mattel’s Global Manufacturing
Principles. 

The matrices in the accompanying project on codes
of conduct include only one toy company, Lego,
which, though an industry leader in its policies, is
slightly different from the other toy companies
because of its emphasis on automated production,
rather than human labor. Lego, however, grapples
with many of the same issues in monitoring its code
of conduct that other light manufacturing compa-
nies must deal with, most notably how far down its
supply chain its code of conduct is applied. Are its
policies applied only to the company itself, and
indirectly to its suppliers, or are some policies also
required of its suppliers? 

Finally, the electronics industry should be exam-
ined separately from the other light manufacturing
industries because it has not implemented nearly as
many CSR mechanisms as apparel and footwear
companies, toys, or other subsectors of light manu-
facturing. This is due not only to the lack to date of
significant NGO focus on this industry subsector
but also to the fact that it is not as labor-intensive as
other subsectors. Perhaps the most relevant reason
for the lack of consumer attention on CSR issues in
the electronics industry is the lack of brand-name
recognition for most electronics companies.
According to NGO labor rights activists, this rela-
tive lack of brand names makes it more difficult for
consumers to target specific products that may not
meet basic CSR standards. Several NGO represen-
tatives confirmed, however, that the electronics
industry presents a new frontier for CSR initiatives
that will commence quite soon, and it is being tar-
geted in part because the capital-intensive nature of
electronics companies allows the brand name to
exert direct control over many of its suppliers.

3.1 FACTORY AUDITING AND
MONITORING

Over the past two decades, most apparel, footwear,
and light manufacturing companies have migrated
away from a business model of producing their own
goods and instead now contract with a variety of
sourcing facilities that manufacture the goods for
them. Depending on the type of finished product, a
sourcing facility may make either the entire product
at its factory (for example, an article of clothing) or
only a small part of the product (for example, the
sole of a running shoe). In some instances, these fac-
tories—frequently located in Asia and Latin Amer-
ica—are engaged almost exclusively by a single
company. This occurs more frequently with
footwear manufacturers than with apparel manufac-
turers, and therefore some footwear companies have
more control over the actions in a single factory than
other types of manufacturing companies. Far more
frequently, however, the sourcing factories produce
a range of goods for a range of different companies
and therefore are required to continually change
their workplace standards, depending on the com-
pany they are sourcing for at that time. 

In an effort to ensure that their codes of conduct are
being adhered to by their sourcing facilities,
apparel, footwear, and light manufacturing compa-
nies have developed a range of monitoring proce-
dures and initiatives, which are outlined below.
These include employing both internal and external
auditing services in reviewing the practices of fac-
tories, conducting a range of different types of
audits, formulating procedures for contracting with
new factories for production, and streamlining
reporting procedures within a company to ensure
that feedback from factories is acted upon.

3.1.1 Internal and Third-Party Monitoring 
Many apparel, footwear, and light manufacturing
companies have established internal mechanisms to
certify vendors and ensure that their business part-
ners meet the companies’ workplace conditions 
and manufacturing criteria. These implementation
guidelines are almost always internal, nonpublic
documents developed by a company to assess its
management systems and stipulate prohibited prac-
tices. Internal monitoring is frequently performed,
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at least in part, by company employees at the sourc-
ing facilities that produce the company’s goods.
When the monitoring function is performed by an
internal representative of a company, it is typically
an employee of the company’s Sourcing or Quality
Assurance departments. 

Many light manufacturing companies now also turn
to external, so-called third-party firms for assis-
tance in monitoring. These include companies such
as Intertek System Certification, Global Social
Compliance (GSC), or Verité, which are increas-
ingly engaged by companies to help conduct audits
on their behalf. These external firms are experts in
the auditing process, in both quality assurance and
CSR-related issues, and their engagement brings
the credibility and independence of an outside con-
sultant to the monitoring process. 

3.1.2 Multistakeholder Initiatives
Multistakeholder initiatives are efforts that bring
diverse stakeholders together around a set of agreed
on principles in the area of labor, human rights, or
the environment. These initiatives vary in their mis-
sion, some focusing on shared learning around best
practices and others with more focused monitoring
or certification programs. Examples include the
Fair Labor Association (FLA), Social Accountabil-
ity International (SAI), Worldwide Responsible
Apparel Production (WRAP), and the Ethical Trad-
ing Initiative (ETI), all of which are included in the
matrices for the code-of-conduct project.

The FLA is a nonprofit organization that combines
the efforts of industry, NGOs, and universities to
promote respect for international labor standards
and improve working conditions worldwide. It
maintains an independent monitoring system that
holds participating companies accountable for the
conditions under which their goods are produced.
As part of its commitment to advance fair, decent,
and humane working conditions, the FLA enforces
an industrywide Workplace Code of Conduct,
which is based on the ILO’s core labor standards.
FLA member companies commit to rigorous code-
of-conduct implementation, monitoring, and reme-
diation efforts to bring their manufacturing facilities
into compliance with code standards. Leading
brands that participate in the FLA include adidas-

Salomon, Liz Claiborne, Nike, Nordstrom, Patago-
nia, Phillips-Van Heusen, and Reebok. In addition,
more than 175 colleges and universities have affil-
iated with the FLA to promote fair working condi-
tions in the facilities that produce goods bearing
their logos. Local and international human and
labor rights organizations also play an integral role
in the FLA by helping to ensure that implementa-
tion of the Workplace Code of Conduct protects
worker rights.

Pursuant to the FLA Charter Agreement, external
audits are required to be performed by FLA-accred-
ited independent external monitors. The FLA helps
companies establish internal monitoring systems
that inform workers of their rights; establish rela-
tionships with local labor and human rights NGOs
and unions to assist in identifying noncompliance;
train company monitors about code standards; pro-
vide employees with a confidential reporting chan-
nel with which to report noncompliance to the
company; conduct periodic unannounced factory
visits and audits of wage, hour, and other employee
records; and establish a means of remediation to
correct and prevent noncompliance with the code
standards. The FLA requires member firms to have
audited each of their sourcing facilities by the end
of the first three years of participation. 

SAI operates “SA8000,” a voluntary factory-based
monitoring and third-party certification system.
Firms seeking to gain certification are required to
have their facilities inspected by an SAI-accredited
external monitor. Such monitors include certifica-
tion agencies, accounting firms, and NGOs. Certi-
fied facilities are obligated to monitor and control
their own suppliers and contractors. Timberland is
in the Explorer category of the SA8000 standard.

ETI is an alliance of companies, NGOs, and trade
unions seeking to identify and promote good prac-
tices in the implementation of codes. Companies
adopt ETI’s Base Code of labor practice, or draw up
their own codes based on it, and then work with
selected suppliers worldwide to move toward these
standards. ETI does not publicly endorse any prod-
uct, company, or member of an organization, nor
does it accredit independent monitors or conduct
monitoring. Of the codes of conduct analyzed in the
accompanying project, Marks & Spencer and Pent-
land are both members of ETI.



WRAP is another voluntary factory-based monitor-
ing and certification program in which apparel
manufacturing facilities seek certification or com-
pliance with the WRAP principles. Certification
requires on-site inspection by approved external
monitors.

The Clean Clothes Campaign has a code based on
the observance of all core ILO standards and is
applied to all of a company’s contractors, subcon-
tractors, suppliers, and licensees worldwide. Com-
panies adopting the code are “expected to engage an
independent institution established for the purpose
of monitoring compliance with the code, in assist-
ing companies in implementing the code, and in
providing consumers with information concerning
the labor practices in the industry.” 

3.1.3 Forms of Audits Conducted
The type of audit varies significantly per firm.
Some firms use both announced and unannounced
audits. The audit process typically includes an
opening meeting with a factory representative; a
tour of facilities for health-and-safety inspection;
on-site interviews with employees for information
based on a standard questionnaire; and a review of
payroll and tax records, insurance coverage, envi-
ronmental certificates, and employee records.
Occasionally, a closing meeting with factory man-
agement is also conducted to review findings of the
audit.

Depending on the group conducting the inspection,
an independent external monitoring mission may
also include representatives of local civil society
organizations, research institutions, professional
auditing and compliance firms, and investigative
agencies. Team members could consist of special-
ists in occupational health and safety, sociologists
expert in interviewing techniques, financial audi-
tors, labor relations specialists, or ex–labor inspec-
tors.

The identification of general, open-ended issues
must first be made, allowing those being inter-
viewed to point out more specific issues, both pos-
itive and negative. Subsequently, more factory- 
specific issues are typically raised, such as whether
there are factories in the region that are believed to
use particularly good or bad practices. Any locally
appropriate information-gathering techniques must

also be identified. On all issues, the meetings that
are part of the inspection provide an opportunity for
the factory to address significant levels of noncom-
pliance with the code provision or local law, loca-
tions where the noncompliance is particularly
significant, and awareness of problems on the part
of the local government. 

Worker interviews are a critical part of the moni-
toring process, and monitors must address several
issues related to worker interviews, including the
selection of workers, location of the interviews,
monitors’ skills, safeguarding worker confidential-
ity and security, and interviewing techniques. 

There is a significant debate within the monitoring
community regarding the use of checklists during
monitoring and compliance visits. Many firms have
tried to simplify their monitoring processes to
ensure that they are more streamlined and have
therefore advocated the use of checklists. Many
others, however, including the FLA, are now mov-
ing away from the use of checklists and instead
developing Diagnostic Monitoring tools that will
encourage monitors to delve deeper into their anal-
yses and not allow companies, in the words of one
NGO leader, to “game the system.” In lieu of a
checklist, these types of protocols suggest prompt-
ing questions for a monitor to ask, making it far
more rigorous than a simple yes-no checklist.

There is no industry standard with respect to the
payment of costs for factory inspections and audits.
Some firms require new factory applicants to pay
for the initial factory inspections, as well as any fol-
low-up audits related to remediation, but once
accepted for sourcing, the firm pays the cost of sub-
sequent internal audits. Other firms pay for initial
factory inspections, but require the facility to pay
any costs of remediation and for subsequent audits.
Still other firms bear the costs of all initial factory
inspections and audits, but will not pay for any cap-
ital expenses needed by a facility for remediation. 

3.1.4 Facilities Audited, Conduct of
Audits, and Remediation

Many footwear and apparel firms now state that
their goal is to conduct audits of 100 percent of their
sourcing facilities on an annual basis. While this is
feasible for firms that use a limited number of
sourcing facilities (for example, no more than a few
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hundred), it becomes increasingly complex when
firms use 500–1,000 facilities. Thus, the degree of
comprehensiveness of monitoring frequently is tied
to a firm’s corporate strategy. Some firms like to
have very tight control over the factories that source
for them, and therefore use only 25–50 facilities
around the world. Others, particularly the larger
brands, have far-flung and very diverse companies
and utilize thousands of facilities around the world. 

Some of the brand-name footwear companies are
able to ensure better implementation of their codes
of conduct at their sourcing facilities because they
work with fewer factories, but use a greater per-
centage of those factories’ total capacity. Therefore,
when a single company controls more than 50 per-
cent of a sourcing facility’s time and operations, it
can exert greater control over the factory’s opera-
tions. By contrast, most apparel companies use
many more sourcing facilities, but rarely account
for more than 10 percent of a facility’s overall pro-
duction. Thus, according to several NGO represen-
tatives, apparel companies frequently can exert less
pressure to abide by standards in their codes of con-
duct than footwear companies can. 

Most firms monitor production of all their soft
goods, such as apparel, footwear, and outerwear, but
only selected hard goods (for example, watches). At
a minimum, most firms make calculations to deter-
mine their high-risk and low-risk factories, and at
least monitor all the high-risk facilities on an annual
basis, though their lower-risk facilities may be mon-
itored less frequently. Others make the calculation
by region, choosing, for instance, to target all Chi-
nese facilities for annual audits, but not those in
other regions.

The number and function of dedicated social com-
pliance personnel within the apparel and other light
manufacturing industries varies considerably. Com-
panies that do most of their own auditing necessar-
ily have more employees devoted to compliance
than companies that outsource their auditing through
external monitors. One major apparel brand, for
example, does 85 percent of its own monitoring and
has 90 full-time personnel devoted to auditing.
Another, which outsources all of its monitoring, has
only two employees devoted to compliance.

Many firms have broken down their auditing and
compliance groups so that a smaller number of full-
time employees (roughly 5–10) is dedicated to mon-

itoring and a much larger group of personnel is
trained to conduct audits, but does so only on a part-
time basis. These monitors frequently are local hires
and live in the field, whereas the corporate employ-
ees operate out of headquarters or regional offices.

Some firms place the vast majority of their internal
monitors in the field, while others centralize their
operations and have them all at corporate head-
quarters, whether in the United States or Europe.
Still others split the difference and have a series of
regional headquarters (typically in Asia, Latin
America, Africa, and Europe), each of which has a
fair amount of autonomy over its processes. 

There is no definitive industry standard regarding
the reporting structure for personnel with primary
responsibility for CSR issues, or for the corporate
level at which those positions should be established.
Typically, individuals with primary responsibility
for CSR compliance issues report to sourcing or
manufacturing officers, but there appears to be a
growing trend for that function to now report to
legal officers.

The level of the social compliance function at the
companies examined ranged from manager to exec-
utive vice president. Accountabilities include, at a
minimum, management of the social auditing 
process and can also include responsibility for fac-
tory approval processes, education and training 
of vendors, maintenance of factory databases,
development of social compliance policies and
implementation tools, internal and external com-
munications pertaining to CSR issues, and external
affairs regarding CSR. 

Most firms have robust mechanisms in place to
begin working with a new vendor, usually requiring
that a new facility be approved for use by a series of
internal departments, including quality assurance,
manufacturing, and customs compliance. Candi-
date contractors are uniformly evaluated regarding
manufacturing quality and workplace conditions,
and the candidates typically must complete an
extensive compliance booklet, including a factory
policies and practices questionnaire. 

Some firms have also developed formal processes
for deciding whether to source in high-risk coun-
tries, such as Burma or, in prior years, Vietnam or
Cambodia. They occasionally have formal risk
assessment criteria and grade both countries and



facilities on a numerical scale, deciding to pursue a
relationship only if it meets certain basic standards.
Other firms have no formal processes for deciding
to use a new facility, with the decision made solely
at a high managerial level.

Following an internal audit, firm management typ-
ically contacts factory management to develop
timelines in which corrective actions will take
place. It also verifies factory corrective actions with
photos and documentation and then determines
whether verification requires a follow-up audit visit
or how to confirm changes through documentation.
Virtually all companies seek the remediation of
problems, rather than the termination of facilities
that need corrective action.

Remediation plans are communicated by debriefing
at the end of evaluations with the factory and in
written reports thereafter. Factories are typically
given a limited period of time, such as 30 days, to
respond and are checked again to determine com-
pliance. Termination of the relationship for failure
to remediate usually occurs only for repeated fail-
ure to comply, frequently after three follow-up
audits.

3.1.5 Monitoring of Environmental
Standards

As reflected in the code-of-conduct matrices, most
companies in the apparel, footwear, and light man-
ufacturing companies with codes of conduct
addressing environmental issues use relatively
vague language about providing a “safe and healthy
work environment” for employees, but do not spec-
ify particular environmental standards that they
commit to meet. These companies occasionally
provide more detailed environmental information,
however, in other publicly available corporate doc-
uments. When this information was available, it
was also included in the accompanying matrices,
thereby providing as much information as possible
to the reader, even though this information was a
hybrid, taken from both codes of conduct and other
company policies.

Although monitors may check particular health-and-
safety measurements that impact the environment,
infrequently a formal environmental assessment is
part of the review. Many of the companies, however,
declare that their internal compliance audits include

the assessment of some environmental factors.
There is also a growing environmental awareness 
by consumers, and an increasing need by firms, to
develop specific policies to address environmental
concerns stemming from the production of certain
goods.

The glues, dyes, plastics, and rubber used in the
construction of shoes have raised high-profile envi-
ronmental concerns in the footwear industry, in par-
ticular, which industry leaders have sought to
address. One industry leader in the footwear indus-
try, Nike, has included a series of environmental
practices in its code of conduct and compliance pro-
gram. Environmental requirements also feature
prominently in several Nike programs, including
SHAPE (Safety, Health, Attitude of Management,
People Investment, and Environment) and MESH
(Management, Environment, Safety, and Health),
through which the company integrates the evalua-
tion of environmental issues into broader manage-
ment practices and training. MESH resembles the
ISO 14000 management-auditing program and
seeks to go further by evaluating factory perfor-
mance. As part of these practices, Nike has prohib-
ited the use of chlorofluorocarbons (CFCs), which
contribute to the depletion of the ozone layer, in the
production of its shoes. 

Light manufacturing companies, particularly those
producing plastic goods, have also taken a leader-
ship role in monitoring and implementing their
codes of conduct regarding environmental stan-
dards. Both IKEA and Lego have a range of envi-
ronmental standards that are applicable to suppliers,
such as a commitment not to use toxic ink. It is less
clear, however, how these environmental standards
are applied to the plethora of suppliers that light
manufacturing companies use.

3.2 NONMONITORING
MULTISTAKEHOLDER INITIATIVES

3.2.1 Freedom of Association in 
“Closed Countries”

As noted on the matrices in the code-of-conduct
project, virtually every apparel and footwear com-
pany recognizes the right of employees to form
trade unions and other organizations of their choos-
ing. As a matter of practice, however, the govern-
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ments in some countries (for example, China) do
not permit freedom of association and sometimes
intimidate and assault workers who seek to exercise
this right. Firms that recognize the right to freedom
of association, but nonetheless source in such
nations—and virtually every major brand name
apparel and footwear company sources in China
and other nations with a shared philosophy—are
caught in a dilemma. 

A few particularly enterprising companies have
taken steps to address this issue. Levi’s, Reebok,
and Mattel established the U.S. Business Principles
for Human Rights of Workers in China campaign
with a consortium of NGOs. One of the goals of the
organization is to promote respect for fundamental
worker rights in China. 

Reebok has been by far the most aggressive apparel
or footwear company in promoting freedom of
association in China. In September 2002, in Fujian
Province, an independent election was held to select
worker representatives to a union in a Taiwanese-
owned factory making footwear for Reebok. In
secret balloting, the factory elected 31 workers to
represent them and ousted the incumbent chair-
woman who had been supported by local officials
of the state-controlled All China Federation of
Trade Unions (ACFTU). A previous election had
been held in September 2001 in Shenzhen, Guang-
dong Province, at a Hong Kong-owned factory that
also manufactures Reebok footwear. Both elections
were sanctioned by the ACFTU and are believed to
have been unprecedented in China. The managers
of the two factories arranged the elections at the
behest of Reebok and, following the elections,
Reebok provided the elected representatives with
training regarding its code of conduct.

3.2.2 External Stakeholders and
Community Investment Programs

In addition to conducting monitoring efforts to
ensure compliance with their codes of conduct,
some companies have also implemented innova-
tive programs with external stakeholders or mem-
bers of the local community to ensure that their
CSR commitments have been met. These compa-
nies recognize that maintaining decent working
conditions in facilities requires the collective com-

mitment of not only firms but also governments,
labor and human rights groups, religious institu-
tions, and assorted NGOs. 

Some firms have established innovative programs
with external stakeholders on an ad hoc basis. For
example, Gap and Nike are the two chief corporate
members of the Global Alliance for Workers and
Communities, with the World Bank as the major
public member of the Alliance. It was launched in
1999 as a partnership of global companies, founda-
tions, and international institutions seeking to
“improve the workplace experience and life oppor-
tunities for workers in developing countries, and to
promote collaborate multisector efforts in support
of these activities.” Under the program, factory
workers express their concerns through worker sur-
veys, which are followed by the design and deliv-
ery of education, training, and personal
development programs that respond to the workers’
needs. 

The Global Alliance is currently operating in
China, India, Indonesia, Thailand, and Vietnam.
Once the program is tested, it will be applied more
broadly and used in other parts of the corporate
members’ sourcing networks. It is currently being
implemented in 21 Nike vendor factories, which
employ approximately 100,000 workers, and in 8
Gap vendor factories, which employ about 12,000
workers.

The CSR programs of a number of leading brands
in the apparel industry include a public commit-
ment to improving the communities of the workers
who produce product. There is little consistency
within the industry, however, regarding the rela-
tionship between overall philanthropy and CSR
programs. Only a handful of companies in the
industry have integrated corporate philanthropy
into their overall CSR programs. The template such
programs set, under which philanthropy reflects the
company’s CSR commitments, is compelling inas-
much as it establishes an ideological basis for giv-
ing that is closely tied to the business. From a pure
risk management perspective, the ability of some
companies to demonstrate that they have improved
the communities in which their workers live high-
lights in a very tangible manner the company’s
commitment to those workers and serves as a valu-
able buffer against critics. 



3.3 ANALYSIS: KEY ISSUES IN
MONITORING AND COMPLIANCE

Despite the wide acknowledgement that apparel,
footwear, and light manufacturing companies are
the most advanced industry sector in terms of
implementing and monitoring their CSR commit-
ments, there are still extremely significant and
wide-ranging issues that need to be addressed by
the sector more comprehensively. As the represen-
tative of one external monitoring company stated,
“There is still a huge chasm between the commit-
ments that companies make and their day-to-day
business operations. . . . Most companies just sell
smokescreens as compliance mechanisms.”

The CSR experts consulted speculate that more
companies within the apparel, footwear, and light
manufacturing sector have adopted CSR codes of
conduct and monitor those voluntary codes than any
other industry sector. They also speculate, however,
that a fairly small percentage of companies within
this sector, probably no more than 30 percent, have
such codes. These experts also point out that many
traditional light manufacturing companies that are
not apparel or footwear companies (for example,
companies that produce hardware supplies, appli-
ances, and so forth) have adopted of codes of con-
duct only on an isolated basis and rarely have
internal or external monitoring mechanisms.

Because implementation of CSR standards is done
in part to help a company protect its brand name and
reputation, most abuses of CSR standards are typi-
cally seen in companies that are not brand names.
Thus, the companies analyzed in the code-of-con-
duct project, virtually all of which are well-known
brand names, are among those least likely to have
violations of CSR standards. Yet the companies
analyzed revealed the following key issues, as firms
grappled with ways to ensure that their CSR stan-
dards were properly upheld.

3.3.1 Transparency
Transparency with respect to business operations is
increasingly recognized as the modern day Rosetta
stone for credibility with consumers, shareholders,
and other external stakeholders; accordingly, it is an
integral part of most CSR programs. According to
one labor rights NGO activist, the degree of trans-
parency is the single greatest issue currently con-

fronting CSR implementation and compliance
because the “gap between what companies think of
as transparent and what the public thinks of as trans-
parent is vast.” 

Transparency relates to the degree to which a com-
pany publicly shares information contained in its
factory compliance reports. This issue has only
emerged as a significant one in the past few years,
but is becoming more integral to corporate deci-
sionmaking as external stakeholders increase their
demand for access to such information. 

Some of the multistakeholder-monitoring initia-
tives have taken steps to increase transparency with
respect to social monitoring. The student move-
ment in the United States, working through the
Worker Rights Consortium (WRC), made the
release of the names and locations of factories
sourcing for U.S. brands and retailers a central fea-
ture of its campaign; according, the WRC now
identifies a number of factories producing for lead-
ing colleges. In addition, the WRC is committed to
full public disclosure of monitoring results. Inspec-
tion reports are made public through website and
media releases and offer specific analyses of indi-
vidual factories.

SAI lists factories certified under SA8000 on its
website and is considering publicly releasing infor-
mation regarding the resolution of complaints at
SA8000-certified facilities and corrective actions
and patterns of compliance in those facilities. The
WRAP certification program provides no informa-
tion to the public regarding audited or certified
facilities, although its leadership has indicated that
it intends to publish the names and locations of cer-
tified factories. 

The FLA has begun publishing on its website key
information regarding the sourcing facilities of
FLA member companies. The data are presented in
chart format under these headings: Factory Profiles
(general information regarding the factory and
audit, including the regional location and country of
the factory, the size of its work force, its products,
the processes performed by its work force, and the
date of the independent external monitor audit);
Findings (FLA code, compliance, legal references,
and monitor’s findings); Remediation (action by
participating company following receipt of moni-
toring report); and FLA Follow-Up. Factory names
are not disclosed. 
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Some particularly progressive firms have taken the
lead in public transparency programs. Pursuant to
an initiative called Transparency 101, Nike pub-
lishes summaries of audits that include aggregate
data on factories producing products with univer-
sity logos and factory locations. Similarly, adidas-
Salomon recently published a report on its website
titled “Clearer” that discloses the country locations
of sourcing facilities, the number that have been
audited, and the number of contracts terminat-
ed because of failure to comply with the com-
pany’s code. In addition, adidas has established a
Supplier Scoring System and releases the aggre-
gate data scoring for factories in the Americas,
Europe, and Asia.

3.3.2 Monitoring Down the Supply Chain
One of the most critical implementation issues
across all industry sectors, including apparel and
footwear, is how far down the supply chain facili-
ties are responsible for monitoring. In codes of con-
duct, the most frequent iteration by firms is that “all
contractors, subcontractors, and suppliers must
adhere to the firm’s guidelines, and subcontracting
is typically not allowed without the firm’s prior
written consent.” 

The reality, however, appears to be that as the nexus
to the brand name becomes more attenuated, there
is less and less monitoring of subcontractors. One
NGO official estimates that less than 30 percent of
subcontractors in the apparel and footwear indus-
tries, even those used by well-known brand names,
are actually monitored regarding their CSR prac-
tices. Many companies are notably vague in their
codes of conduct regarding applicability down the
supply chain, stating only that suppliers and sub-
contractors have to certify compliance with com-
pany standards. Communications should therefore
be regularly maintained with all vendors and sup-
pliers, including subcontractors, not only through
the auditing process, but through regular monthly
visits of firm personnel, as well. 

CSR compliance programs typically provide for
only minimal oversight of licensees. Thus, the use
of licensees is a major exposure on the part of most
firms that use them, because unmonitored licensees
pose a reputational danger for any brand, and few
brands have taken comprehensive steps to address

this concern. Very few firms have made blanket
policies not to use licensees, and a handful of firms
requires complete oversight of its licensees, which
is frequently only possible when the brand has a rel-
atively minimal number of licensees. Others per-
form some monitoring of their licensees, and many
place the burden on the licensees to meet the firms’
standards and take the licensees at their word that
they are in compliance. 

Although it could well become the next frontier in
CSR monitoring, few firms at this time seek to
monitor any supplier of presourcing. Even the
industry’s most vocal human and labor rights crit-
ics generally limit themselves to addressing the
working conditions of individuals involved solely
in the manufacturing process. There is, however, a
growing awareness at companies, including many
major brands, that substandard working conditions
exist—and are sometime pervasive—at the pre-
sourcing level. Individuals familiar with these con-
ditions are concerned that it is only a matter of time
before they are discovered and publicized. 

No brands interviewed for this project monitor 
premanufacturing processes on a consistent basis.
During the course of interviews, however, a num-
ber of company representatives expressed mis-
givings regarding the working conditions in mills
and (sometimes) laundries. The working definition
that many firms used in their monitoring structures
was that they would make an effort to seek compli-
ance in their production processes until the brand
name was “no longer directly involved with the
product”—for example, until the supply chain 
was so far down the process that it was difficult to
determine the brand name that had authorized 
the work.

3.3.3 Training of Monitors
Many NGO representatives and experts on CSR
from external monitoring companies state that audi-
tors must become more adept at fact-finding in their
monitoring missions. To do this effectively, they
have to move away from the simple checklist ques-
tionnaires that most monitors use toward more
diagnostic methods of evaluating companies. As
external monitors have become more ubiquitous,
suppliers and factories have also become better at
gaming the system. 



In particular, Chinese sourcing facilities were
repeatedly cited for manipulating their records,
particularly on such issues as hours of work. “Over
90 percent of Chinese factories cook their books or
keep double books,” according to one monitoring
expert.

As a result, both internal and external monitors need
to be better trained in the monitoring process for
CSR standards to be more effectively implemented.
Monitors must become more sophisticated at
reviewing records, as well as following up their vis-
its with a number of spot interviews with workers.
Whenever possible, interviews should be con-
ducted off-site, so that factory workers who speak
to monitors don’t run the risk of retribution for
speaking honestly.

Speaking from a more macropolicy perspective,
many monitoring experts also state that factories are
not equipped to improve their CSR-related prac-
tices simply by responding to snapshot audits.
Instead, the future trend among monitors is to
change auditing to focus more on root cause analy-
ses that attempt to answer why factories are not
implementing standards correctly, rather than just
what standards are not being implemented.

In particular, the FLA has now embarked on devel-
oping Diagnostic Monitoring tools, rather than just
Compliance Monitoring tools, for exactly this pur-
pose. The impediment, however, according to
many NGOs, is that the simple checklist process of
monitoring is actually favored by many companies,
because they don’t want any more than a cursory
review of their CSR standards. It will therefore
result in a battle within the industry to determine
how robust and rigorous the monitoring process
becomes. 

3.3.4 Worker Education and
Communications with Vendors

A final implementation issue is the extent to which
factory workers know their CSR rights, even if the
codes of conduct are publicly posted. While most
firms require that their factories translate their
codes of conduct into all local languages (some
even provide illustrations of the guidelines for illit-

erate workers) and post the guidelines throughout
the workplace, few companies do much beyond that
to ensure that the suppliers’ employees actually
understand the rights enshrined in the codes. 

A number of stakeholders have stressed the impor-
tance of ensuring that employees have direct access
to educational materials. Some major brands in the
apparel and other light manufacturing industries
have experimented recently with worker training
programs, but few provide it on a consistent basis.
When it is provided, it is almost exclusively done at
a managerial level, rather than at a worker level. For
instance, many firms conduct CSR-related semi-
nars for the management of all sourcing facilities,
though this education is rarely conducted for actual
employees of the factories, leaving the worker edu-
cation to the management to conduct. 

Thus, one area for significant expansion is in edu-
cation programs for employees. A few companies
are making strides in an affirmative effort to reach
out to factory workers. One firm typically includes
on its posters in facilities the local telephone num-
bers of regional monitors who live on the ground
and encourages company representatives to forge
relationships with factory employees, so that they
feel more comfortable reporting any potential prob-
lems at the factories. 

Other firms have interviewed workers regarding
their understanding of their rights and, when neces-
sary, provided education and training based on the
results of those interviews. For example, when
Reebok began sourcing shoes from Indonesia, it
encountered a work force that did not know or fully
understand its labor rights. In response, it instituted
programs to teach workers about union organiza-
tions, free leadership elections, and collective bar-
gaining, as well as facilitating a pilot program run
by a branch of the AFL-CIO that allowed workers
time off for training sessions regarding labor rights
issues. Other firms have partnered with the ILO to
undertake worker training activities and still others
have partnered with external monitoring companies
on a pilot basis to train workers in factories about
labor-related issues, factory management, HIV/ 
AIDS education, and hygiene and women’s health
issues.
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No other industry sector has even begun to
approach the degree of development of CSR

codes of conduct that has already taken root and
begun to flourish in the manufacturing and apparel
industry sector. This disparity by industry sector
holds equally true for the monitoring of, and com-
pliance with, such codes and the general imple-
mentation of CSR standards. Primarily for this
reason, the following sections on the agribusiness,
tourism, and extractive industry sectors are briefer
than the previous section on manufacturing. There
are not as much raw data for these other sectors,
and there is significantly less convergence in each
of the industries regarding any CSR initiatives. 

As stated previously, by the consensus of both
industry and NGO leaders, these other industry
sectors are typically about 5–10 years behind the
manufacturing industry with regard to the devel-
opment of industrywide CSR standards and their
implementation. The reasons for these disparities
are varied, but arise from differing sets of drivers
in each industry, including that the apparel and
footwear industry sector had products that were
easily identifiable to a broad range of consumers,
which in turn helped lead to the active engagement
of NGOs that highlighted fundamental human
rights violations and galvanized successful public
campaigns; the interest of an influential sovereign
government that helped spearhead discussions and
change; access to factories that provided publicly
persuasive raw data and proof of poor working
conditions; and the decision by many MNEs to
seek to minimize reputational risk to their brand
names, whether that risk was due to potential legal
liability (for example, cases brought in U.S. courts

under the Alien Tort Claims Act) or public rela-
tions problems (for example, newspaper stories,
NGO campaigns, and so forth). 

By comparison, the agribusiness sector has very
few of those drivers. Perhaps more important, the
agribusiness sector is so diverse that different CSR-
related standards have evolved for different prod-
ucts, frequently dependent on the geographical area
that produces those goods. For instance, in the
accompanying code-of-conduct project, four dif-
ferent agribusiness products were analyzed: bana-
nas, coffee, sugar, and cut flowers. The agribusiness
sector is not monolithic—each of those products is
at varying stages of CSR development and imple-
mentation, dependent in part on the specific regions
(for example, whether the crops are seasonal, which
countries they are located in, how they are grown,
and so forth) and in part on the nature of the indus-
try (for example, one dominant company versus
many smaller farmers).

Of the four products researched in this project, the
banana and coffee industries are much further
developed regarding CSR issues than the sugar and
cut flower industries. Part of this is due to the
active engagement of NGO groups in the banana
and coffee industries, as well as the well-known
brand names that dominate those industries (for
example, Chiquita, Dole, Nestle, Proctor and
Gamble, and Starbucks, all of which are included
in the accompanying matrices). The sugar and cut
flower industries, by contrast, comprise primarily
small, local farms, and those employers rarely
employ codes of conduct. In fact, for the cut flower
industry, no satisfactory corporate code of conduct
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was ever identified, which is probably correlated
with the fact that there is not a recognized brand
name in the cut flower industry.

The innate differences between the agribusiness
sector and the light manufacturing and apparel sec-
tor have led to several significant differences in the
implementation of CSR codes between the two
industries. Perhaps the most fundamental differ-
ence is that implementation and monitoring tends
to be much more significant on environmental
issues than on core human rights and labor rights
issues, the inverse of the situation in the apparel
and footwear sector. This is due, of course, to the
fact that the vast majority of the work activity takes
place in environmentally sensitive locations—and
frequently with exposure to environmentally haz-
ardous material. A range of environmental con-
cerns impact agribusiness, from the initial use of
pesticides in growth and the impact they may have
on laborers’ health and safety to wastewater treat-
ment and even odor. 

The most significant issue with regard to compli-
ance with, and monitoring of, CSR standards, how-
ever, is the nature of the family farms that grow
many of these products and the struggle to define
how far down the agribusiness supply chain to
attempt to monitor CSR standards. This is depen-
dent in large part, of course, on the specific prod-
uct and the relationship between the farmer and the
brand company. 

4.1 AUDITING AND 
MONITORING INITIATIVES

Monitoring in the agribusiness sector “is not as
evolved as in other industries,” according to one
representative of an external auditing firm. Indeed,
there was broad consensus on this point. With the
exception of agribusiness models that entail a sin-
gle major brand name operating the equivalent of its
own large plantations (for example, Dole), most
agribusiness companies rely on sourcing from a
large number of local farms that are not owned by
the company. Similar to the sourcing model now
used by many apparel and footwear companies,
such farms may be engaged almost exclusively by
a single company or produce goods that are sold
through middlemen to a broad range of different
companies. 

A leading NGO official described the agribusiness
sourcing process as one largely controlled by “huge
consolidators, who in turn can purchase from liter-
ally thousands of suppliers.” Although these con-
solidators are supposed to “apply the CSR codes of
the brand companies” down the supply chain, “for
all intents and purposes, they don’t.” 

4.1.1 Internal Monitoring 
In an effort to ensure that their codes of conduct are
being adhered to on the farms, some agribusiness
companies have established internal mechanisms to
assess whether their business partners meet their
workplace standards. Internal monitoring of agri-
business companies is not nearly as comprehensive
or as ubiquitous as among apparel and footwear
manufacturers. Whereas many light manufacturing
companies have entire departments devoted to
internal monitoring, frequently incorporated into, or
synergistic with, the companies’ Sourcing or Qual-
ity Assurance departments, this is rarely the case for
agribusiness firms. 

One human rights activist stated that “internal mon-
itoring among agribusiness companies is not
widespread at all.” Others confirmed that most
companies, particularly those that do not have
brand names recognized in the West, perform no
internal monitoring at all.

Among the few leadership agribusiness companies
that have put in place internal monitoring mecha-
nisms for CSR implementation, Chiquita is widely
regarded as one of the most progressive. In 2000, it
adopted SA8000 as its labor standard after con-
cluding that it was “the most credible and verifiable
standard for labor rights because of its management
system requirements, guidance materials, and
accreditation process.”1 As referenced previously,
SA8000 was developed by Social Accountability
International, a nonprofit human rights organiza-
tion, in collaboration with a range of government,
labor, consumer, business, and other NGOs. It is a
comprehensive standard based on the core conven-
tions of the ILO, the Universal Declaration of
Human Rights, and other international treaties.
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Uniquely, Chiquita conducts “internal assessments
at least annually to measure progress toward
SA8000 compliance.”2 Before it could even do this,
however, Chiquita went through a lengthy process
to determine how to apply the SA8000 audits—
which were designed primarily for use in facto-
ries—to farms. As part of this process, it trained
midlevel management about CSR standards and
then developed internal assessment teams to help
monitor those standards effectively. 

Each of Chiquita’s internal assessment teams com-
prise three to five people, typically including repre-
sentatives from the operations, human resources,
community, food safety, and environmental groups.
Each team is responsible for forming relationships
with various divisions and then helping to review
those divisions to determine how effectively they
are performing against their stated CSR goals. Divi-
sions may range from a cluster of farms in one area
to an entire country. Chiquita has also “strength-
ened the quality and objectivity” of its assessments
“by inviting expert independent observers to join”
the assessment teams. 

Perhaps most remarkably, Chiquita has made a
summary of its internal assessments on the SA8000
standard publicly available by publishing it in 
its CSR Annual Report. That report lists seven dif-
ferent regional divisions (two in Colombia, two in
Panama, and one each in Costa Rica, Guatemala,
and Honduras) and, for each of those, rates whether
the division was in compliance with a range of
CSR standards, including child labor, forced labor,
health and safety, freedom of association, discrim-
ination, disciplinary practices, working hours,
compensation, and management systems. When a
category is found not to be compliant, the report
footnotes the underlying causes for the problems. 

Chiquita’s CSR policies also explicitly provide
that “each manager and supervisor has a responsi-
bility to ensure that this Code is effectively 
communicated to all of his or her employees. Ap-
propriate methods should be used to ensure that the
requirements of this Code are understood well and
implemented effectively, including but not limited
to: clear definitions of roles, responsibilities, and
levels of authority; translation of this Code into

local languages wherever appropriate; training of
new and temporary employees upon hiring; peri-
odic training for existing employees; frequent dis-
cussion as part of everyday business activities; and
regular evaluation of performance against objec-
tives.”

In distinct contrast to Chiquita’s path-breaking
internal monitoring mechanisms, human rights
groups and other NGOs pointed out that other
major agribusiness MNEs also were signatories to
SA8000, but had done virtually nothing to imple-
ment its standards. This was made possible,
according to these groups, because SA8000
requires only compliance within a reasonable time
period, thus allowing companies to set their own
timetables and means of demonstrating compli-
ance, frequently circumventing the standard’s
goals in the process.  

Starbucks has an internal monitoring system in
place, but does not make it public. It shifts some of
the burden of auditing, however, onto the exporters
with which it works, charging them with ensuring
that Starbucks’ code of conduct is complied with by
the actual producer of its coffee. 

Tate & Lyle, the lone sugar company included on
the accompanying matrices, requires that each busi-
ness in the company “confirm twice a year that the
Group’s Code of Conduct is being communicated
to suppliers and must report on any contravention.”
There does not appear to be a more rigorous inter-
nal monitoring process in place beyond this level of
self-reporting.

Nestle states only that it complies with its Corporate
Business Principles, which are “monitored by inter-
nal auditors on the basis of auditing instructions that
are certified by KPMG and published for all
employees.”

4.1.2 External Monitoring 
In the same way that apparel and footwear compa-
nies frequently turn to external firms for assistance
in monitoring, some agribusiness firms have started
to do the same—but with a notable distinction. In
the apparel and footwear industry, firms frequently
turned to companies such as ITS, Global Social
Compliance, or Verité, which conducted actual
audits on their behalf, using checklists and other2 Chiquita, “Our Continuing Commitment.”Id.



objective material to measure the degree of confor-
mity with each company’s code of conduct. These
firms have expertise in the auditing process, and
their engagement brought the credibility and inde-
pendence of outside consultants to the CSR moni-
toring process. 

Yet agribusiness firms rarely use these traditional
external monitoring companies. (One significant
exception to this rule is McDonald’s, which uses
such external auditors to do on-site inspection,
record verification, and employee interviews and
even conduct unannounced audits.)

By and large, agribusiness firms engage external
NGO groups that don’t have specific auditing
expertise, but can provide credibility with respect to
key human rights or environmental concerns.
Rather than true external audits, the NGOs serve as
verifiers for the MNEs in targeted areas. Because of
the diversity of issues that confront the agribusiness
industries, these NGOs are typically tailored to spe-
cific needs in specific regional areas.

In the coffee industry, for instance, certain regions
lend themselves to shade-grown coffee and others
do not. Therefore, a variety of relatively ad hoc
NGOs and for-profit groups now exist specifically
to certify that the coffee is organic and shade-
grown. This form of external verifying is frequently
performed in the agribusiness community in lieu of
a more comprehensive external audit which could
be performed for a range of CSR-related standards.

Starbucks uses such CSR verifiers to help it certify
discrete social, environmental, and economic indi-
cators. The Fairtrade Labelling Organizations
International(FLO), for instance, certifies that cof-
fee has been licensed as Fairtrade Certified, by
examining such criteria as the size of the farm, the
organic nature of the coffee, and the way it was
grown. It does not, however, audit for such issues
as human rights or labor rights CSR standards.
Starbucks has featured Fair Trade blend as its Cof-
fee of the Week in thousands of its stores in the
United States and Canada. This practice makes the
verifiers more partners with the companies than
external auditors. “Starbucks and the Fair Trade
movement share common goals—to ensure coffee
farmers receive a fair price for their beans and that
they can sustain their farms into the future,” said
Sandra Taylor, senior vice president of Starbuck’s
CSR group. 

Similarly, among the MNEs included in the accom-
panying matrices, Proctor & Gamble announced in
September 2003 that it would introduce Fair Trade
Certified coffee products through its specialty 
coffee division, Millstone. It now offers that coffee
to wholesale accounts, including universities and
restaurants.

The Rainforest Alliance, another verifier, is in-
cluded in the accompanying matrices for both its
Better Banana Project and its coffee standards. The
Rainforest Alliance is a U.S.-based nonprofit envi-
ronmental organization that serves as the interna-
tional secretariat of the Sustainable Agriculture
Network (SAN), an association of independent
local conservation organizations that certify a vari-
ety of products and services (including coffee,
bananas, cocoa, cut flowers, and timber) to strict
environmental and social performance standards.
Chiquita receives annual certification of its banana
farms by Rainforest Alliance as “evidence of [its]
commitment to sound environmental practices.”

The Rainforest Alliance utilizes both auditing com-
mittees and separate, independent, certification
committees, which grant or deny a farm’s certifica-
tion award. This ensures that there is no conflict of
interest between the group surveying the farm and
that which certifies it. The Alliance’s Better Banana
Project uses trained specialists and partner groups
to inspect farms, and reaudits of farms are per-
formed annually. Certified farms must “be commit-
ted” to constant improvement.

Geography also limits the ways in which verifiers
operate. For instance, COVERCO (the Commis-
sion for the Verification of Corporate Codes of
Conduct) was formed in 1997 as a nonprofit con-
sortium of individuals from Guatemalan civil soci-
ety and various professions to provide independent
code monitoring. It defines its verification as the
“periodic evaluation of compliance with labor stan-
dards established in national legislation, interna-
tional conventions, and codes of conduct.” 

COVERCO limits all of its full-scale monitoring to
Guatemala. It “begins any monitoring period with
a social audit of a factory or a workplace,” which
is carried out by a team of monitors (who under-
stand the social and labor context of the factory).
Visits are unannounced, and the team of monitors
“conducts sensory inspections and verifies compli-
ance with the labor law, applicable international
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conventions, and the company code of conduct.”
COVERCO’s verifiers review personnel files and
conduct interviews with workers, supervisors, and
managers in the factory, as well as “off-site inter-
views with workers if requested.” In a similar,
regionally focused manner, Chiquita works with
the Grupo del Monitorio de El Salvador on envi-
ronmental auditing procedures.

Perhaps one of the most rigorous external certifi-
cation standards is that designed by the Flower
Label Program (FLP), which ensures that indepen-
dent auditors inspect farms to ensure that all FLP
members comply with its standards. Annual rein-
spection is required for certification, and unan-
nounced spot checks are performed, organized by
FLP. Human rights groups and trade unions may be
used by FLP to carry out those spot checks. Inspec-
tions include the review of updated documents and
records, so that compliance can be proven on a
variety of issues (for example, weekly water con-
sumption, disposal of pesticide, recycled material,
and so forth).

4.1.3 Role of Host Governments
One particular concern that arose frequently in
speaking with human rights groups and other
NGOs about CSR implementation in the agribusi-
ness sector was that such groups frequently felt
hampered by the sovereign governments. Although
this is slightly outside the purview of this analysis,
several NGOs and activists cited their frustration
with governments in Latin America, where most
agribusiness companies have their operations.
According to these groups, some Latin American
governments “totally failed to enforce labor and
environmental laws on the books” and expressed
“no political will” in CSR initiatives, which signif-
icantly undermined the efforts of some MNEs to
implement their own CSR standards.

Human Rights Watch has published several reports
along these themes in the past few years, including
“Deliberate Indifference: El Salvador’s Failure to
Protect Workers’ Rights” in December 2003 and
“Tainted Harvest: Child Labor and Obstacles to
Organizing on Ecuador’s Banana Plantations” in
2002. The more recent El Salvador report, for
instance, details the ways in which workers’
human rights are systematically violated by

employers while the government disregards or
even facilitates the abuses. It features case studies
in the private and public sectors and concludes that
workers “face an uphill battle to exercise their
rights.” According to the report, employers “delay
salary payments, fail to pay overtime due, deny
mandatory bonuses and vacation payments, and
pocket workers’ social security contributions, pre-
venting them from receiving free public health
care. Most pervasively, employers use myriad 
tactics to violate workers’ right to freedom of asso-
ciation.” 

With particular regard to implementation of CSR
standards, the report also found that even the pro-
tections that exist are barely enforced. “Labor
inspectors fail to follow legally mandated inspec-
tion procedures; they conduct inspections without
talking to workers, deny workers inspections
results, fail to fine abusive employers, and refuse
to rule on issues within their mandate. The Labor
Ministry regularly ignores employers’ illegal
antiunion conduct designed to thwart organizing
drives.”

4.1.4 Environmental Standards
A silver lining in the agribusiness sector with
regard to CSR standards is the effort by many
MNEs to at least implement core environmental
standards. Unlike many of the companies in the
apparel, footwear, and light manufacturing indus-
tries, which had vague environmental standards,
frequently wrapped into broader health-and-safety
standards, those in the agribusiness sector typically
have more comprehensive and specific environ-
mental CSR standards. These environmental stan-
dards are usually implemented and audited by an
internal environmental group (as opposed to a 
specific internal CSR group), and some of the
information provided by the companies on envi-
ronmental safeguards and monitoring is included
in the accompanying matrices.

Most of the agribusiness companies conducted at
least internal environmental audits of their farms,
and many sought to obtain certification under ISO
guidelines. Dole Food Company; Fresh Del Monte
Produce, Inc.; and Nestle S.A. all refer in their pub-
licly available materials to obtaining certification
under ISO 14001 for environmental management



systems in place at their farms or processing facto-
ries. Other companies adhere to ISO standards for
certification bodies (for example, the Fairtrade
Labelling Organization follows ISO 65), and Del
Monte has achieved ISO 9002 certification.

With regard to other internal mechanisms in place
to gauge environmental implementation, many
large MNEs have put in place environmental
departments that are charged with implementing
standards. McDonald’s, for instance, has an Envi-
ronmental Affairs Officer with responsibility for
ensuring adherence to environmental principles
who reports directly to the Board of Directors
regarding any progress toward specific environ-
mental initiatives. 

McDonald’s introduced a number of environmen-
tal initiatives in the past decade and is trying to tran-
sition from the more traditional environmental
responsibility approach of reduce, reuse, and recy-
cle to a broader sustainability framework. To this
effect, McDonald’s has formed the Global Envi-
ronmental Council. It also strives to achieve the
Global Reporting Initiative (GRI) goals.

Some of these internal compliance groups at MNEs
are overseen by outside auditing companies. Nestle,
for instance, uses internal auditors for environmen-
tal compliance with its Corporate Business Princi-
ples, on the basis of auditing instructions that are
certified by KPMG and published for all employees
to consult.

Chiquita, already a proven industry leader in CSR
issues, has demonstrated its commitment to envi-
ronmental standards, as well. In its second publicly
available CSR Annual Report, for 2002, it stated
that it had obtained independent environmental cer-
tification for its 119 farms in Latin America and
spent $20 million on upgrading its facilities to
reduce the use of chemicals, protect water sources,
and introduce sustainable agriculture practices.
Chiquita also demonstrates that its practices are
bringing clear benefits by reducing risk and improv-
ing efficiency: it saved $3.8 million in 2001 by
using recycled materials. 

4.2 ANALYSIS: KEY ISSUES IN
MONITORING AND COMPLIANCE

4.2.1 Need for Effective Multistakeholder
Groups and External Monitors

One point that was made repeatedly by both indus-
try and NGO representatives was that greater con-
vergence was needed around codes of conduct in
the agribusiness sector and that this would be
greatly facilitated if there were a multistakeholder
group that catered to the needs of the agribusiness
community specifically. “There’s no independent
[agribusiness] group with one set of standards,”
complained one industry source. “There’s a need
for a generally adopted code of conduct” so that
“codes can be standardized . . . . Consumers want
simplicity, but [the codes and the group] are not at
that stage yet.”

Virtually the identical concern was raised by a
human rights representative who bemoaned, “There
is no industrywide external monitoring program that
has developed on its own and been implemented.
We need a parallel organization to the FLA.”

Because of the diversity of products in the agribusi-
ness community, however, it is probably more
likely that different multistakeholder groups will
start forming, based on specific products (for exam-
ple, coffee, bananas, cocoa, and so forth). Indeed,
there are already some nascent signs that major
MNEs involved in some goods, including coffee,
are beginning the process of speaking with each
other to help coordinate on CSR-related matters.
“This [effort] will be very product- and region-spe-
cific, though,” cautioned one participant. In fact,
even within a single product industry, there may be
differing recommendations. 

For instance, in the coffee industry, there will likely
be different standards for shade-grown coffee and
other types of coffee, which will be critical to coun-
tries like Costa Rica, which have very little shade.
There are even further divisions within the coffee
industry—for example, between the “commodity
side” of the industry (big producers like Nestle or
even McDonald’s, who frequently buy through bro-
kers) and the “specialty side” (companies like Star-
bucks, which account for only a relatively small
percentage of global purchases, but a significantly
larger amount of the revenue). 
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One reason to focus a multistakeholder group
around specific products, rather than the entire
agribusiness sector, is to synchronize some of 
the environmental standards that are applicable to
that product. Different products would no doubt
require different threshold requirements for such
environmental standards as exposure to pesticides,
applying pesticides, working during aerial crop
fumigation, and access to potable water. 

A multistakeholder group focused on the agribusi-
ness sector could also help to better train both inter-
nal monitors and external verifiers and perhaps
bring some coordination to the many external
NGOs that are involved in CSR monitoring thus far
on a very ad hoc basis. Monitors and verifiers could
be trained in such areas as how to best conduct
worker interviews, check records, and generally
ensure that CSR codes are being followed. 

4.2.2 Monitoring Down the Supply Chain
Probably the most significant obstacle to enforcing
CSR standards in the agribusiness sector is deter-
mining how far down the supply chain to seek
implementation. This is a particularly dire and
immediate concern to the industry because of the
way the farming system is organized. It is also, as
one industry representative stated, one of the issues
that distinguishes agribusiness from apparel,
because “the economics of agribusiness are so dif-
ferent than apparel, in large part because of the
many, many more steps in the supply chain.” 

Depending on the country in which the farms are
located, MNEs can obtain their agricultural goods
from a “variety of contract arrangements with third-
party producers, ranging from exclusive associate
producer relationships to sporadic contracts exe-
cuted to satisfy specific shipment orders . . . . These
third-party producers range from small, family-
owned and operated plantations of a few acres to
medium-sized plots of land to large plantations of
more than a thousand acres.”3

One NGO leader described agribusiness as having
“layers upon layers of suppliers” that help to obfus-

cate who’s really producing the goods and make it
virtually impossible to monitor too far along the
supply chain. This leader described the agribusiness
sector as one “plagued by endless subcontracting
issues” and compared sourcing problems on family
farms with the equivalent of homework by apparel
and footwear manufacturers. Similar to homework,
sourcing at family farms is particularly difficult to
monitor, and the issue of children performing work
is particularly complicated. 

Most MNEs leave undefined how far they will
monitor their codes. Nestle, for instance, provides
that “key suppliers with which Nestle has contrac-
tual relationships are audited in order to ensure that
they comply with Nestle’s Corporate Business Prin-
ciples.” It is unclear, however, whether this would
apply to the many contractors who supply the sup-
pliers. A multistakeholder group may help to define
this issue and add some structure to it. 

These issues, too, are heavily dependent on geogra-
phy. Some Latin American countries allow MNEs
to directly own more than a majority of relevant
agricultural land. Other nations, like Ecuador, have
limited the land ownership of MNEs, which means
that there are many more family and smaller farms.

There are also conflicting opinions regarding
whether family farms should be monitored. There
is a growing movement, according to some NGOs,
to protect the interests of small-scale farms. What
will this mean, for example, for children who work
on family farms? How is a family farm defined?
Should it be limited to a certain size (for example,
1 hectare)? 

Further definition is needed in this category before
any truly effective implementation of CSR stan-
dards can be undertaken. As in the apparel and
footwear industry, CSR compliance programs typ-
ically provide for only minimal oversight of
licensees and subcontractors. Thus, the use of third
parties could provide significant exposure to the
firms that use them, and few brands have taken
comprehensive steps to address this concern. 

4.2.3 Worker Education 
A final implementation issue is the extent to which
agribusiness workers know their CSR rights. This
is even a more dire problem in the agribusiness sec-

3 “Tainted Harvest: Child Labor and Obstacles to Organiz-
ing on Ecuador’s Banana Plantations,” Human Rights Watch
(2002), pp. 11–-12.



tor than in the apparel and footwear industry, where
typically most MNEs that have codes of conduct at
least post them publicly in local languages. 

Because of the nature of working outdoors on
farms, human rights advocates and external moni-
tors say that codes of conduct are rarely posted pub-
licly in the agribusiness sector. Those few firms that
do post such guidelines do very little beyond that to
ensure that employees actually understand the
rights enshrined in the codes. According to NGOs,
public education campaigns about human rights
and labor rights standards, as well as environmen-
tal safeguards, are desperately needed.

In particular, there should be greater public educa-
tion and safeguards regarding critical environmen-
tal hazards, such as exposure by children to
pesticides. A range of entities can help to provide
this, including the sovereign governments,
agribusiness MNEs, and the NGO community. As
in the light manufacturing and apparel sector, few
companies currently provide any form of education
on CSR-related matters, and those few that do typ-
ically do it at the managerial level, rather than at a
worker level.
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5. Tourism Industry Sector 

As noted previously, the tourism industry is
entering its second generational CSR phase, in

that companies are just beginning to recognize the
need for codes of conduct and to adopt and imple-
ment such codes. There are, however, virtually no
effective monitoring or implementing mechanisms
yet in place for CSR standards and, therefore, there
are very little raw data for this subject.

This essential dearth of information was reflected
in our conversations with NGO leaders and those
who most follow CSR changes. The general senti-
ment was expressed by an auditing and compliance
expert who said, “The tourism industry isn’t even
on our radar screens for implementation, and won’t
be until there are some codes of conduct for the
industry.”

The one exception to this general rule was the
cruise ship industry, which several interviewees
mentioned as having evolved significantly further
than other services within the tourism community.
Some of the cruise lines owned by large MNEs
have now adopted codes of conduct for their ships.
This is due in part to negative publicity around cer-
tain cruise lines during the past several years—in
particular, poor working and labor conditions
aboard some ships.

In particular, Disney was lauded by monitoring
experts for its implementation of CSR standards. It
has retained outside auditing services to monitor
core labor rights standards, including wages, hours
of work, and discrimination. It has also created inter-
nal auditing mechanisms by sending employees
onto its ships to monitor labor conditions during
travels. Other cruise lines have achieved ISO 14001
certification, including Royal Caribbean, which was
the first such cruise ship company to do so.

Of the companies researched in the accompanying
matrices, it is important to note that virtually all
codes, principles, or public statements listed by
participants in the tourism sector are aspirational in
nature. There are still a few monitoring and certifi-
cation efforts of note, however, included in the
matrices. 

Because of the environmental nature of many of
the CSR initiatives examined, some companies (for
example, British Airways, Royal Caribbean, and
InterContinental Group’s Britvic Technical Cen-
ter) have received certification of achievement of
ISO 14001. Similarly, some of the companies are
included in the Dow Jones Sustainability Index or
the FTSE4Good Index (for example, British Air-
ways, Hilton Group, and InterContinental Hotels
Group are listed in both) for their efforts.
FTSE4Good provides a series of benchmarks and
indices facilitating investment in companies with
good records of CSR.

With respect to other implementation mechanisms
regarding environmental CSR standards, Inter-
Continental Hotels uses “environmental self-audits
to measure energy and water conservation, waste
management, water quality, product purchasing,
indoor air quality, external air emissions, noise,
stored fuel, pesticides and herbicides, and haz-
ardous materials.” Similarly, Lindblad Expeditions
“will conduct regular environmental reviews and
audits to ensure compliance with our policies and
procedures.” If a beach does not comply with the
requirements as stated in the European beach crite-
ria and guidance notes, it cannot fly the Blue Flag
Campaign flag.

CERES also conducts an annual self-evaluation of
progress in implementing its Principles. It will
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“support the timely creation of generally accepted
environmental audit procedures” and will “annu-
ally complete the CERES Report, which will be
made available to the public.”

With respect to implementation, the World Trade
Organization’s (WTO’s) Global Code of Ethics
for Tourism provides only that “the public and pri-
vate stakeholders in tourism development should
cooperate in the implementation of these princi-
ples and monitor their effective application.” The
Government of Australia intends to accredit eco-
tourism products, but apparently has not yet done
so. Similarly, Brazil “plans to develop” certifica-
tion plans, but has not yet done so, and Costa 
Rica has no known verification or compliance
mechanisms. 

Ecotourism projects that have been certified as
complying with the International Ecotourism Stan-
dard are entitled to use the Green Globe 21 logo
and the Nature and Ecotourism Accreditation Pro-
gram (NEAP) Certification logo to promote their
environmental achievements. For a product to
achieve Ecotourism Certification, it must meet 100
percent of the basic performance standards, as well
as the Green Globe baseline standard. Certified
participants by Green Globe 21 have their perfor-
mance independently assessed through on-site
assessments that are done “regularly,” although it
is unclear what entity conducts such visits. “Suc-
cessfully certified organizations receive a confi-
dential annual Assessors’ Report, a Certified
Certificate, and promotional material,” and use of
the Green Globe 21 logo.
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For the most part, the mining and oil & gas
industries confront similar CSR-related issues

and have embarked upon similar paths with regard
to implementation of CSR standards as those that
have been previously analyzed in this report. Like
the agribusiness sector, the common perception
among both industry representatives and NGO
leaders is that in the implementation of CSR stan-
dards, the extractive industry is “at least 8–10 years
behind” the footwear and apparel industry. 

There are some notable distinctions, however,
between the mining and oil & gas industries, pri-
marily with regard to the community-based nature
of mining operations, and these are explored in
greater detail in Section 6.1 below. The external
stakeholders motivating change in the mining and
oil & gas industries (namely, the local communi-
ties, NGOs, banks, lenders, and multilateral insti-
tutions), however, are largely the same, according
to several human rights experts.

Although the extractive sector may be a decade
behind the CSR leadership standards adopted by
the apparel and footwear industry, it has taken
remarkable strides over the past decade. In part,
this has been caused by similar factors that drove
change in the apparel and footwear industry—most
notably, a desire to mitigate risk and protect brand
names after industry scandals highlighted by effec-
tive NGO campaigns. Energy companies, in par-
ticular, came under significant public scrutiny with
respect to environmental stewardship after the
Exxon Valdez accident and with respect to social
accountability in the wake of the execution of Ken
Saro-Wiwa in Nigeria in 1995. 

The need for CSR initiatives in the extractive sec-
tor has also been highlighted recently by legal

claims that have been brought in the United States
against extractive companies under the Alien Tort
Claims Act. These include lawsuits against Unocal
for actions associated with its oil & gas operations
in Burma, against Talisman Energy for actions
associated with its operations in the Sudan, and
against BP and a host of other extractive compa-
nies for actions associated with its operations in
South Africa during the apartheid era. 

Partially as a result of these developments and the
growing public consciousness regarding CSR-
related issues, strides have been made since the
mid-1990s by the extractive sector. Because of a
variety of factors, including the very-long-term
nature of the engagement of many extractive com-
panies in the communities in which they operate,
these companies have inherently different CSR
needs than companies in the footwear and apparel,
agribusiness, and tourism sectors. As referenced in
the accompanying code-of-conduct study, many
extractive companies have crafted a plethora of
policies regarding community-oriented issues
because they recognize that they play an important,
if not preeminent, role in the societies in which
they operate. 

In fact, few extractive companies even possess
codes of conduct per se. Instead, they have devel-
oped guidelines or principles that outline their
general philosophy toward CSR matters and, even
more broadly, sustainable development. In some
respects, these guidelines are more comprehensive
than codes of conduct in other industry sectors
because they strive to be holistic. ExxonMobil, for
instance, states that “sustainable development is a
critical consideration” in how the company is
operated because it “seeks to protect the aspira-
tions of future generations” by maximizing 

6. Extractive Industry Sector: 
Mining and Oil & Gas Companies
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its contributions to “economic growth, environ-
mental protection, and social well-being over the
long run.”4

On the other hand, the principles and guidelines
used by many companies in the energy sector are
much less specific than the codes used in other
industry sectors. For instance, they have rarely set
specific standards on such core human rights and
labor rights issues as forced labor, child labor, free-
dom of association, and discrimination. Rather
than dealing with the more immediate needs of
their employees, as manufacturing companies must
do in confronting allegations of sweatshop labor or
discrimination, energy companies focus on the
long-term needs of the work force in the commu-
nities in which they operate, including the educa-
tional environment, environmental standards, and
health-and-safety protections, because these com-
panies are often making long-term commitments to
these communities and the success of the compa-
nies is often dependent on the relative well-being
of their surrounding communities. 

Because of this lack of specificity in the CSR stan-
dards used by the extractive industry sector, gaug-
ing the implementation of such standards is
particularly difficult, although there have been
some ground-breaking CSR initiatives in this sec-
tor that should be highlighted. In particular, secu-
rity concerns and revenue transparency are at the
core of accountability issues in the energy sector,
and both have inspired creative new CSR
approaches.

There is also a major emphasis in the extractive
sector on the implementation of concrete health-
and-safety standards, as well as environmental
safeguards, which can be far more immediate and
tangible than social accountability goals. As
detailed in the accompanying matrices, virtually all
MNEs maintain very comprehensive and detailed
health, safety, and environment (HSE) guidelines
and policies. There is an emerging consensus that
many multinationals exceed applicable domestic
law and utilize best international standards.

One monitoring expert states that in the wake of
earlier scandals, extractive companies have shown
a “clearer commitment from management and

board members for CSR reforms, and much deeper
support within the industry,” compared with virtu-
ally any other industry sector. He claimed that even
in the apparel and footwear sector, most companies
instituted CSR reforms not because they had
bought into CSR goals but because consumers and
other stakeholders had demanded such initiatives. 

In the extractive sector, by contrast, this monitor-
ing expert claimed that many companies have
assumed more corporate ownership of the CSR
issues because they recognize that such measures
are important to their companies’ success. For
example, Shell has transformed itself from near-
pariah status regarding CSR issues after the Saro-
Wiwa incident to its current leadership position
regarding CSR issues through leadership by man-
agement and systemic changes within the com-
pany. These changes include its adoption of triple
bottom-line reporting, which entails reporting on
economic, environmental, and social value.

By and large, however, implementation of CSR
standards is “a very mixed bag” and “inconsistent,”
according to both NGO and extractive industry
leaders. This inconsistency is not only with respect
to how different companies confront CSR issues
but also within individual companies, which can
apply different standards to different projects.

A major factor leading to this mixed bag is the cur-
rent lack of incentives available to the industry in
implementing CSR principles. “Extractive indus-
tries have implemented neither rewards nor penal-
ties for failure to comply with their principles,”
said one monitoring expert. A leading NGO offi-
cial summed up the status of the extractive sector
by stating, “It’s simply unclear whether the sector
has translated ‘guidelines’ into ‘policy,’ and even
less clear if those have been transformed into actual
procedures.” 

6.1 SIMILARITIES AND DIFFERENCES
BETWEEN MINING AND OIL & GAS
INDUSTRIES

Although there are significant similarities among
the extractive industries (for example, relationships
with their communities; focus on environmental,
security, and transparency concerns; and so forth),
there remain important distinctions between min-
ing and oil & gas companies. 

28

4 ExxonMobil website, “Sustainability: Managing for Today
and Tomorrow.”
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As referenced previously, the NGO community
has served as a prime driver for change in the oil &
gas industry. With some exceptions, it has not yet
played this role with respect to the mining indus-
try. “Oil & gas companies have been pushed very
hard by NGOs—particularly by Alien Tort Claims
Act cases, the Voluntary Principles, and so forth, in
a manner that mining companies have not faced,”
said one monitoring expert. 

One reason the mining industry has been less suc-
cessfully targeted is that it is more diffuse than the
oil & gas sector. According to NGO leaders,
because brand-name mining companies are less
associated with their final product than oil & gas
companies are, it is more difficult to generate pub-
lic action against mining companies. One NGO
leader noted that it is much more difficult to launch
an exposé against a company that happens to pro-
duce coal than it is against an oil company whose
brand product any consumer could avoid at the
pump.

In addition, mining companies present logistical
issues with respect to data compilation. Because
mining companies are frequently minicities, it is
harder for NGOs to gain access to them to collect
data for their campaigns. 

According to industry representatives and experts,
the culture of mining companies induces “very
strong autonomy at each mine.” Therefore, mining
companies are structured differently from oil & gas
companies. “The mining culture enables mine
managers to rule their own operations,” while
headquarters “essentially exists just to support the
managers.” This typically means that the emphasis
on CSR issues is at the relative whim of the mine
manager and that there is “significant inconsis-
tency in implementation of CSR standards” at dif-
ferent mines. Companies therefore run the risk of
being judged by their worst mines, giving the head-
quarters an incentive to ensure compliance with
standards. The mining industry is, however, a
much more decentralized business model than the
relatively centralized oil & gas companies.

The two industry sectors have significant similari-
ties, however, with regard to issues that impact
CSR concerns. Because they both have long-term
operations, frequently spanning several decades,
their relationships with local communities are very

important. In part because of this long-term rela-
tionship, representatives of both extractive sectors
typically have very good safety precautions and
environmental regulations. In fact, mining compa-
nies may put even more resources into community
relations than oil & gas firms because the opera-
tions of many oil & gas companies are offshore and
therefore do not directly impact communities.

“The culture of safety is the most predominant
value at a mine,” said one mining expert. “Acci-
dents and injuries define a mine, and therefore
there is a very strong culture to ensure there are no
accidents.” Industry representatives added that “by
and large, companies are also excellent on envi-
ronmental compliance,” though typically “not as
good on social factors.” 

One final but important distinction in the mining
industry is the role that the International Council on
Mining and Minerals (ICMM) currently plays as
the lead industry association. Although some min-
ing representatives made comparisons between the
nascent ICMM and the FLA, they also readily
acknowledged that unlike the FLA, the ICMM has
no enforcement mechanisms.

Although the ICMM’s policies (as well as its cor-
porate membership) are detailed in the accompa-
nying code-of-conduct matrices, it is important to
note at least one recent initiative that could have
additional repercussions for CSR issues within the
mining community. In May 2003, ICMM and the
Global Reporting Initiative (GRI) signed a memo-
randum of understanding to jointly develop a min-
ing-and-metals–sector supplement. The objective
is to initiate a joint ICMM-GRI process to develop
a pilot version of a GRI mining-and-metals–sector
supplement. This, together with the GRI Sustain-
ability Reporting Guidelines, will provide relevant
indicators to ICMM members for reporting on their
performance against ICMM sustainable develop-
ment principles and GRI guidelines. Reporting will
be required for ICMM corporate members.

6.2 AUDITING AND MONITORING
INITIATIVES

Monitoring and auditing processes in the extractive
sector are mixed. Although most companies typi-
cally maintain a plethora of internal assessment and



reporting requirements, these are largely geared
toward the evaluation of more traditional areas such
as environmental, health, and safety standards. Far
less frequently, companies maintain internal audit-
ing procedures for social issues, although these are
obviously much harder to quantify and evaluate.
External monitoring for environmental issues is
quite commonplace, but it is extremely unusual for
extractive companies to use it for social issues.

6.2.1 Internal Monitoring
Virtually every major extractive company has
implemented some form of compliance program,
but these are generally concerned with monitoring
environmental, health, and safety standards, not
CSR standards. (This monitoring is discussed in
more detail in Section 6.2.3 below.)

Many companies, however, are now beginning to
recognize the need to establish internal programs
and infrastructures to assess and follow through
with respect to social commitments, as well. Their
difficulties in implementing these guidelines are
partially due to the fact that social commitments
are not as quantifiable as environmental or safety-
related goals, so they must first identify concrete
criteria for their assessments. 

The amount of resources expended by each com-
pany for internal monitoring is dependent on a
number of factors. One primary factor, of course,
is the regional area that each company is engaged
in, particularly if any of those areas are particularly
prone to CSR-related concerns. One company
stated that when it was active in Sudan, its internal
assessment staff for CSR was much larger than it
currently is. Other companies note that their oper-
ations in countries like Colombia or Indonesia
demand a disproportionate amount of expenditures
on internal monitoring compared with the overall
amount of the company’s revenues that operations
in those countries generate. 

There is no consensus regarding how CSR codes or
principles can be implemented internally within
the extractive industry. In fact, the ways in which
corporations have sought to implement such mea-
sures vary considerably. What is common, how-
ever, is that these efforts are being undertaken on
an ad hoc basis, with little or no communication
between companies regarding mechanisms that are

best suited to ensuring that CSR principles are
translated into concrete policies.

A few MNEs have recently demonstrated their
seriousness in implementing CSR principles and
guidelines by appointing subgroups of their Boards
of Directors to oversee CSR issues. For instance,
Anglo American has an Internal Audit Department
that conducts compliance with the company’s
Business Principles and submits quarterly reports
to Anglo’s Board regarding social and ethical
issues. 

Freeport-McMoRan stipulates that each opera-
tional site must have a Human Rights Compliance
Officer who receives and evaluates reports and
forwards them to government and NGO officials.
The Human Rights Compliance Officer makes a
report to the Public Policy Committee of the Board
of Directors regarding compliance with human
rights policy.

Many companies, including BP, Teck Cominco,
and Talisman Energy, require, as a bare minimum,
that employees sign an annual acknowledgment of
the company’s code. It is unclear, however, which
employees are asked to sign the acknowledgment
and how far down the sourcing supply chain the
requirement applies. Few, if any, companies
require that suppliers or other contractors sign such
an understanding of the company’s code. 

At Teck Cominco, for example, only those who
have executive or managerial responsibilities are
expected to sign. At BP, “every business unit
leader and function head is required to sign a cer-
tificate each year attesting that the ethical conduct
policy has been adopted and that procedures are
being or have been implemented to ensure compli-
ance.” 

To help ensure that internal compliance mecha-
nisms are being used effectively, several MNEs,
including Chevron Texaco and Occidental, have
established hotlines for anonymous employee tips.
Last year, Shell had 1,500 submissions to its Tell
Shell web-based mail-and-discussion forum—
human rights issues were one of the three most
popular topics. 

In a similar vein, several companies, including
Anglo American, explicitly provide protections for
whistle blowers, which aids in underpinning inter-
nal compliance mechanisms.
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With regard to auditing, Alcoa is fairly representa-
tive of most major extractive companies in that it
has an independent, global Internal Audit Depart-
ment that is responsible for providing Financial,
Information Technology, Environmental, and
Health and Safety audits in Alcoa locations world-
wide. The group’s focus is to “assess risk across the
company, apply audit resources to address those
risks, and develop recommendations to close any
gaps that are detected as a result of an audit.”

Some firms, however, recognize the need for addi-
tional internal social auditing and are beginning to
make strides in defining the parameters of such
auditing. Placer Dome is “currently developing
internal benchmarks” that will assist in an “annual
self-assessment of [the] company’s implementa-
tion of [its] sustainability policy.”

Norsk Hydro is also in the process of formulat-
ing practices for social monitoring and auditing.
“We are continuously working on improving our
monitoring and reporting of social performance,
including developing framework and measuring
compliance. Human rights and labor practices will
be important topics in future reporting processes.”

WMC Resources has produced a Social Responsi-
bility Scorecard, though much of it is devoted to
reporting and scoring on environmental safety
issues, which are audited by Pricewaterhouse-
Coopers. 

Rio Tinto has one of the most extensive and com-
prehensive internal auditing programs for issues
beyond environment, health, and safety. It intro-
duced Guidelines for Social Goals in 2000 and
commenced social audits in 2001. In its 2000
Social and Environmental Review, Rio Tinto com-
mitted itself to implement a dual-track verification
process for external reporting to address “data
quality and engage an external verifier for
appraisal of Rio Tinto’s overall programs.”

In addition to its assurance process for regular
audits, Rio Tinto has supplementary guidance doc-
uments for such overarching areas as human rights,
business integrity, compliance, and corporate gov-
ernance. In seeking to incorporate human rights
issues into its other compliance issues, the company
has stated that its management systems fully incor-
porate its policies with regard to human rights. 
Its Internal Control Questionnaire now includes

questions regarding human rights, and human rights
concerns are included in Rio Tinto’s five-year Com-
munity Plans and six-month health, safety, environ-
ment, and community reports. The company has
stated its intention to “over time, also seek external
verification and indicators of our performance.”

6.2.2 External Monitoring and
Multistakeholder Initiatives

Unlike the external monitoring mechanisms that
are utilized in the apparel and footwear industry
sector, external monitoring initiatives regarding
CSR issues are virtually nonexistent in the extrac-
tive sector. 

According to several sources in both the private
sector and the NGO community, there is
widespread agreement that there is almost “no
external monitoring” in the extractive sector, and
“no third-party audits.” To date, third-party audits
have typically been reserved for use only in
extreme circumstances, usually when extractive
companies have sought to prove publicly that their
operations are credible (for example, Premier used
an external auditor to publicly evaluate its opera-
tions in Burma).

The notable exception to this practice is the moni-
toring regime recently established by the Baku-
Tbilisi-Ceyhan Pipeline Company (BTC Co.) oil &
gas pipeline project, currently under construction
in Azerbaijan, Georgia, and Turkey and operated
by BP, its largest shareholder. In the International
Finance Corporation (IFC) statement regarding the
approval of loans to the project at the end of last
year, the Director of the World Bank Group’s Oil,
Gas, Mining, and Chemicals Department noted
that the project includes “nine layers of monitor-
ing—four internal and five external—that will
result in seven different reports being made pub-
lic.” He added, “IFC believes this level of moni-
toring and transparency is unprecedented and
provides the correct balance of internal monitor-
ing verified by external, independent monitoring 
and public disclosure for BTC Co. It also demon-
strates that the project sponsors and the lenders will
focus on implementation challenges and results on
the ground.”5

5 IFC Press Release, November 4, 2003.



The four internal assurance layers—systems used
to ensure performance consistent with contractual
obligations and commitments—are the contrac-
tors’ self-assurance program, the BTC Co. assur-
ance program, BTC Co. project monitoring, and
BTC Co. and shareholder monitoring. The five
external monitoring layers are NGO monitoring,
state regulatory monitoring, human rights and
security monitoring, the social and RAP (Reset-
tlement Action Plan) expert panel, and lender
group environmental and social monitoring (for
example, IFC monitoring). In addition to these
nine layers, there’s an additional, 10th layer of
corporate oversight, provided by an expert inde-
pendent “blue ribbon” entity, the Caspian Devel-
opment Advisory Panel.

In a ground-breaking monitoring exercise for the
extractive industries, BTC Co. recently commis-
sioned a hybrid internal-external CSR audit of the
pipeline’s construction. Undertaken by indepen-
dent, third-party, non-BP or -BTC employees, the
report was prepared for internal purposes only. This
recently completed Human Rights Monitoring
Assessment was done as part of Layer 3 of the pro-
ject’s internal monitoring, and it assesses the legal
commitments made by BTC Co. regarding respect
for fundamental worker rights and the human rights
of members of local communities affected by the
project. The Assessment highlights the central legal
and reputational risks associated with human rights
challenges facing the BTC project. 

BTC Co. has committed itself to respecting the
highest internationally recognized human rights
standards, including the United Nations’ Universal
Declaration of Human Rights (UDHR), the Core
Conventions of the International Labor Organiza-
tion (ILO), the Guidelines for Multinational Enter-
prises promulgated by the Organisation for
Economic Co-operaton and Development (OECD),
the European Convention on Human Rights, and
the Voluntary Principles on Security and Human
Rights (Voluntary Principles). The Human Rights
Monitoring Assessment broke down those interna-
tional agreements and identified a series of specific
rights that BTC Co. had committed to upholding
(for example, the right to nondiscrimination and
bans on child or forced labor). Monitors then trav-
eled along the course of the pipeline’s right of way
in Azerbaijan and Georgia (Turkey will be done
separately at a later date) for two weeks, interview-

ing workers, subcontractors, managers, and affect-
ed communities regarding the implementation of
those rights. 

Although few, if any, other extractive companies
have demonstrated comparable leadership with
regard to monitoring for CSR-related issues, there
is an emerging realization within the sector that
such independent, external monitoring may be of
value to both the companies and the communities in
which they operate. Some companies have now
started the process of establishing monitoring sys-
tems. Others have considered ways to engage exter-
nal stakeholders in implementing CSR guidelines,
including establishing external advisory groups to
consult with on these issues. WMC Resources Ltd,
for instance, has established an external advisory
group that “provides advice and guidance on sus-
tainability reports.”

ICMM’s Statement of Principles provides that it
will seek to “implement effective and transparent
engagement, communication, and independently
verified reporting arrangements” and will specifi-
cally encourage reporting on “economic, social, and
environmental performance and contribution to
sustainable development.”

One of the more specific initiatives is Freeport-
McMoRan’s commitment to have an audit con-
ducted in 2004 by the International Center for
Corporate Accountability. More generally, Norsk
Hydro states that it is “continuously working on
improving our monitoring and reporting of social
performance, including developing framework and
measuring compliance. Human rights and labor
practices will be important topics in future report-
ing processes.”

Other companies, like Noranda, state that they pro-
vide “detailed information” to organizations that
“scrutinize social, environmental, and economic
performance,” including EthicScan and the Dow
Jones Sustainability Index.

The relationship that extractive companies have to
external NGOs is a particularly complex one. Some
major MNEs have taken proactive positions in
seeking relationships with NGOs to help validate
their external monitoring. It is important, of course,
for the companies to seek out this support, espe-
cially because access to workplaces in the extrac-
tive sector (whether mines or oil facilities) is
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virtually impossible without the permission and
approval of the company.

Few NGOs, however, have the capacity for external
monitoring. In lieu of full-blown external monitor-
ing, some MNEs and NGOs have taken tentative
steps toward working in a collaborative fashion to
implement CSR principles. As one corporate repre-
sentative stated, “Though we have been somewhat
adversarial to date, we need to better understand the
concerns of the human rights community and work
with them more.” Although not external audits,
these partnerships are worth highlighting.

Norsk Hydro has “entered into a series of partner-
ships for sustainability, to maximize the positive
impact [it] can have on its communities and the nat-
ural environment.” These include working relation-
ships with groups like the World Business Council
for Sustainable Development, the World Bank’s
Prototype Carbon Fund, the Sustainable Mobility
Project, and the Greenhouse Gas Protocol.

Placer Dome is “exploring a partnership with the
World Wildlife Fund’s Mining Certification Eval-
uation Project” for the “independent certification
of environmental and social performance.” Its sus-
tainability policy ensures that it will “establish
credible monitoring and verification programs to
measure impacts and ensure compliance with legal
requirements and with our sustainability policy.” 

Other companies have explored partnerships, par-
ticularly for environmentally related CSR issues,
with NGOs such as Conservation International.

Rio Tinto recognizes that “there is no agreed stan-
dard for verification of social and environmental
performance.” Therefore, it has joined a handful of
companies that are “adopting and evolving their
approaches to identify what is an appropriate
approach,” and which is being debated currently by
the Global Reporting Initiative.” It acknowledges,
however, that the “primary focus for external assur-
ance of our programs is with local communities and
businesses that have a number of approaches to
consultation. These include providing local com-
munities with opportunities to comment on the
local social and environmental reports.”

In the construction of the BTC pipeline, BP has
engaged Amnesty International in an open dia-
logue about Amnesty’s concerns regarding the pro-

ject. As a result of this dialogue, BTC Co. took
steps to address Amnesty’s chief concern by draft-
ing and signing a human rights undertaking, the
Deed Poll, a unilaterally legally binding contract
designed to protect the rights of the three host gov-
ernments to promote and regulate human rights and
environmental issues. Although Amnesty neither
supports nor opposes the project per se, it has wel-
comed BTC Co.’s commitment to promote the
highest human rights standards throughout the con-
struction of the pipeline. 

6.2.3 Health, Safety, and 
Environmental Standards

In marked contrast to the relatively vague commit-
ments many MNEs have toward implementing or
monitoring CSR principles regarding human rights
and sustainability measures, most major multina-
tional corporations have very extensive and com-
prehensive mechanisms in place to monitor and
implement CSR principles regarding health, safety,
and environmental standards (occasionally abbre-
viated by companies as HSE).

This is due to a variety of reasons. Perhaps fore-
most, the culture of promoting safe workplaces is
long-standing in the extractive sector. Accord-
ingly, strides in providing environmental safe-
guards have been made in the past few decades,
driven by domestic legislation in the United States
and other Western nations, the countries of incor-
poration of many extractive companies. Many
leading MNEs have bound themselves to abide by
these health, safety, and environmental regula-
tions, even in their operations abroad where they
may have been allowed to impose laxer regulations
under the applicable domestic laws. 

Second, the monitoring of HSE standards is easier
for most companies to implement than the moni-
toring of human rights or sustainability guidelines,
because the HSE standards are typically viewed as
more quantitative, concrete, and specific than sus-
tainability guidelines. 

Third, the external drivers to date have focused far
more on environmental, health, and safety concerns
than they have on human rights or sustainability
issues. NGOs such as Oxfam or Mine Watch have
focused most of their activity in the extractive sec-



tor on ensuring that HSE initiatives are undertaken
and that the environment is safeguarded. Many
NGO leaders, however, suggest that the extractive
sector could soon become the target of a more
focused and sustained effort by NGOs to implement
a broader range of CSR initiatives.

Among leading MNEs in the extractive sector, BP
has put in place a “comprehensive HSE incident
reporting system [that] enables all accidents, spills,
and other HSE events to be recorded, together with
progress on all HSE actions from incident investi-
gations and assurance audits.” 

In implementing environmental standards, the
trend among many MNEs is to prepare compre-
hensive environmental and social assessments
(ESIAs) before investing in a major project. For
ExxonMobil, the ESIA process compiles baseline
data obtained through field programs or from out-
side sources and “identifies potential risks to com-
munities in which it operates,” with the goal to
“undertake appropriate reviews and evaluations of
its operations” to ensure compliance. Some com-
panies split this assessment work to produce two
separate, but closely linked, documents, thereby
focusing more resources specifically on social
issues. Statoil, for instance, provides that “before
operations begin in a new area, the status of the
affected environment must be surveyed,” but notes
that the “EIA should be closely linked to the Social
Impact Assessment.”

Occidental has a four-tiered HSE audit program to
provide a comprehensive review of its operations.
The first tier is a system of frequent facility self-
assessments; the second tier comprises periodic
HSE audits or assessments of all “significant oper-
ating facilities worldwide,” with the goal of audit-
ing major facilities every two years. The third tier
comprises “occasional facility audits” by the cor-
porate HSE department and annual evaluations of
the business segment audit programs for confor-
mance to accepted auditing criteria. The final tier
is a review by the corporate HSE department of
each business segment’s overall HSE management
system; this review is conducted approximately
every four years and is presented to the Board of
Directors.

MNEs typically have in place comprehensive envi-
ronmental management systems (EMSs). A com-
mon iteration of their use is the one used by Total

S.A.: “Implementation of management systems
will be based on exchanges of information, perfor-
mance reviews, consultation, and training.” 

Similar widespread use of environmental, health,
and safety audits, as well as of EMS mechanisms, is
seen in the mining industry. Barrick uses EMSs to
“routinely benchmark” its operations against inter-
nationally accepted best practices. BHP Billiton
conducts external and internal audits of HSE data,
and HSE “performance and systems are monitored,
audited, and reviewed to identify trends, measure
progress, assess compliance, and drive continuous
improvement.” The HSE site inspections and audits
include annual self-assessments, annual manage-
ment reviews of existing systems, and independent
auditors at least once every three years.

Freeport-McMoRan conducts “regular environ-
mental reviews, assessments, and audits” and, as
prescribed in the Freeport Environmental Auditing
Protocol, major operational facilities are to 
continue to be internally audited on an annual
basis. Smaller facilities, with senior management
concurrence, can be audited on a biannual basis.
Periodic, external audits may also be deemed
appropriate for certain facilities by Freeport Senior
Management. The formal auditing protocol covers
all aspects of environmental management, pro-
grams, controls, and treatment facilities.” 

Rio Tinto has one of the most comprehensive pro-
grams for environmental, health, and safety (HSE)
auditing. Its internal assurance systems include
“HSE audits of policy, systems, programs, and per-
formance.” These assurance activities include
reviews of each business every four years to assess
Rio Tinto’s ability to meet growing HSE and social
requirements; safety audits conducted against the
company’s minimum standards; risk engineering
audits conducted for insurers annually; and HSE
risk reviews of identified specific concerns, such as
cyanide management and smelter operations. 

With particular regard to the implementation of
EMS mechanisms, most MNEs used the ISO stan-
dard of evaluation. Most of the extractive industries
that touted their EMS programs either had already
achieved ISO 14001 certification for those opera-
tions or were seeking to achieve it within the next
year or two. Although ISO 14001 is clearly the
industry standard, other internationally recognized
standards for environmental, health, and safety
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mechanisms, which some MNEs have used to eval-
uate their own systems, include the European Eco-
Management and Auditing Scheme (EMAS),
OHSAS 18001, and national standards like the
British Standards Institute’s BS 7750. The certifi-
cation obtained by many of these companies with
regard to their EMS standards is included in the
accompanying matrices on environmental issues.

A number of external companies conduct audits to
determine compliance with ISO 14001 and other
international standards. Among the independent
companies used by extractive industry companies
to certify this standard include PricewaterhouseC-
oopers and Arthur D. Little.

6.3 ANALYSIS: KEY ISSUES IN
MONITORING AND COMPLIANCE

6.3.1 Need for Effective 
Multistakeholder Groups

As with other industry sectors, including agribusi-
ness, there is an immediate need in the extractive
industry sector for greater convergence around
CSR guidelines and principles. Company repre-
sentatives, in particular, said that this would be
greatly facilitated if there were a multistakeholder
group to help organize the industry. The Interna-
tional Council on Mining and Minerals (ICMM) is
beginning to play this role in the mining industry,
although it still does not play as significant a role
in the extractive sector as the FLA plays among
apparel and footwear companies.

Industry representatives indicated that the creation
of such a group would help to bring consensus
regarding what, to date, has been a very ad hoc pro-
cess. NGO representatives also decried the lack of
any such multistakeholder group. “The extractive
sector hasn’t been under enough scrutiny to result
in a group like the FLA yet,” said one. “No gov-
ernment has stepped up to help create it in the way
that the United States did for the manufacturing
industry in the mid-1990s.”

Industry representatives raised several concerns,
however, that could impede the formation of such
a multistakeholder group. The first concern is that
extractive companies differ greatly in terms of
where they operate. Because of the size of invest-
ments that companies need to make in their opera-

tions, those companies that have interests in only a
few countries may have less interest in participat-
ing in a multistakeholder group if that group were
not to focus upon the regions in which they had
business interests. (For example, companies active
primarily in countries like Canada, China, or even
the Middle East would have very different con-
cerns from those active primarily in Africa or Latin
America.)

Second, particularly with regard to oil & gas com-
panies, additional challenges may be raised by the
disproportionate influence of a particular operator.
Because oil projects frequently have a number of
shareholders, the larger MNEs that typically act as
operators have much greater control over the
implementation of their principles. “This playing
field would need to be evened out,” according to
one representative of a smaller oil & gas company.

Finally, both NGO representatives and industry
officials noted the role played by sovereign state
actors in the extractive sector. Although Western
corporations are increasingly concerned with
implementing CSR standards, the state oil compa-
nies of many oil-rich nations are disinterested in
CSR issues, and these state companies dominate the
field. Accordingly, private sector actors are chal-
lenged to create effective incentives to encourage
these large and powerful state oil companies (for
example, in China, India, Russia, and Malaysia) to
support greater accountability with respect to their
social and environmental activities.

6.3.2 Training of Personnel and
Monitoring through the 
Supply Chain

Other problems in implementation, which parallel
those experienced by industry sectors previously
examined, include the adequate training of person-
nel and determining how far down the supply chain
to seek implementation of CSR standards.

Although some extractive companies have made a
particular commitment to training, such training
has typically been provided at the highest manage-
rial levels, as opposed to the level of field workers.
In the mining sector, the Global Mining Initiative
(GMI) is believed to promote the benefits of train-
ing, but oil & gas companies currently have no
analogous organization.



NGO representatives cite some good corporate
training programs, including those operated by
Shell, Rio Tinto, and Placer Dome (which has
established a Vice President of Sustainable Devel-
opment and trained laid-off workers), but, again,
these initiatives tend to be more ad hoc than uni-
form within the industry. Although training regard-
ing health-and-safety issues is widespread, well- 
executed training with respect to other CSR-related
issues, including core human rights and labor
rights concerns, is minimal.

Both NGO leaders and industry representatives
therefore recommended a more systematic effort to
train at least midlevel managers and supervisors,
particularly regarding security matters. The issues
previously identified regarding the operation of oil
& gas projects also play a role in training, because
companies will need to work better among them-
selves to determine whose principles will be pro-
mulgated on a particular project and how workers
on that project can be most efficiently trained.

An important issue related to identifying workers
for training is how far down the supply chain
extractive companies are responsible for opera-
tions. This can be more complicated with respect to
oil & gas projects than mining projects, because the
construction of oil & gas facilities is frequently
contracted. Thus, an operating company doesn’t
necessarily ensure that its standards will be fol-
lowed by contractors and subcontractors.

The possibility that contractors and subcontractors
might avoid implementation of CSR standards was
identified as a source of significant exposure for
extractive companies. A few companies have tried
to address this issue with their contractors and sub-
contractors, but most companies have not done so.

Among those who have, Statoil expects suppliers
to adhere to the same corporate standards as its
own employees do, and it makes its position known
to the authorities, partners, suppliers, and other
interested parties with whom it works. Those who
“fail to meet expectations will generally be weeded
out through the prequalification process.” Statoil’s
basic requirements are that those who work for the
company “should have guidelines for business
ethics and conflicts of interest,” and in some cases,
suppliers may be asked “to sign a written statement
of adherence to Statoil’s ethical guidelines.”

BP “considers the human rights record of suppliers
in the procurement process.” It seeks partners
whose policies are consistent with BP’s and
“makes its contractors and suppliers aware of BP’s
commitments and expectations, and of their
responsibilities in implementing them.” It also
seeks to foster “similar standards in all third parties
who act with us or on our behalf.” In its joint oper-
ations, BP applies its standards when it is the oper-
ator. When BP is not the operator, it seeks “to
influence our partners such that the joint operation
adopts similar commitments.”

6.3.3 Security
As described in the narrative to the accompanying
code-of-conduct matrices, security concerns are
perhaps the single most important human rights
issue to extractive companies. This is due to the
reputational and legal risks related to the actions of
security forces assigned to protect company assets
in conflict-prone or conflict-ridden countries.

Both industry and NGO leaders agree that rigorous
internal monitoring and enforcement with respect
to security issues is critical, and there is, as yet, no
precedent for that role. It is likely that oil & gas
companies may act on these security issues before
mining companies do, in part because they have
already faced greater exposure in terms of Alien
Tort Claims Act cases and shareholder suits filed
against them, based on security incidents in such
places as Colombia and Indonesia.

As described in the accompanying code-of-con-
duct narrative, the Voluntary Principles on Secu-
rity and Human Rights have quickly emerged as
the standard for companies’ CSR efforts on secu-
rity-related matters. As a leading human rights
activist stated, however, “even among those com-
panies performing good internal monitoring work
on security, this is undertaken on a project-by-pro-
ject basis. There is no systemic effort, across vari-
ous companies, to implement coordinated security
standards.”

The U.S. and U.K. governments announced the
Voluntary Principles in December 2000, and they
have since gained recognition as the emerging
international standard addressing the human rights
responsibilities faced by extractive companies in
their global security arrangements around the
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world. BP, ChevronTexaco, ExxonMobil, and
Occidental were among the original companies
that participated in the creation of the Voluntary
Principles, though many more have also now
agreed to participate in them.

As noted in the accompanying narrative, the Vol-
untary Principles address three sets of issues: risk
assessment, interactions between companies and
public security, and interactions between compa-
nies and private security. The risk assessment of the
Voluntary Principles identifies key human rights
factors to be taken into account as security arrange-
ments are planned, including identification of secu-
rity risks, potential for violence, the human rights
records of public and private security forces,
strength of the rule of law, conflict analysis, and
equipment transfers. Key elements governing the
interactions between companies and public-private
security include the degree of consultation and
advice with stakeholders, responses to human rights
abuses, compliance with policies, and the deploy-
ment and conduct of personnel.

What the Voluntary Principles do not include at
this point is guidance regarding their implementa-
tion. Thus, although companies and NGOs may be
participants in them, they have sometimes remain-
ed more aspirational than practical. 

Again, the BTC project has taken a leadership role
in the implementation of these CSR standards. In
an effort to respond to concerns that BTC Co.
needed to clarify its commitment to international
environmental, social, labor, and human rights
standards, the governments of Azerbaijan, Geor-
gia, and Turkey, as well as BTC Co., issued a land-
mark Joint Statement on the BTC Pipeline Project
on May 16, 2003. 

The first paragraph of the Joint Statement notes
that the parties are “determined to make the BTC
project a model project in all respects” and that
“the environmental, social, and human rights
aspects of the project are of fundamental impor-
tance.” In addition, this document specifically
incorporates the Voluntary Principles into the legal
contracts governing the project. 

BTC Co. and BP have subsequently sought to
implement this commitment by drafting a series of
specific steps that the project should be in place by
to ensure that it is abiding by the Voluntary Princi-

ples. These commitments track the three overarch-
ing areas of the Voluntary Principles themselves:
risk assessment, interactions with private security
forces, and interactions with public security forces.
An independent, third-party monitor will then eval-
uate BTC Co.’s efforts to implement these stan-
dards. In addition, BTC Co. has commenced human
rights training for the security forces that will be
responsible for protecting the pipeline. These secu-
rity forces will subsequently be monitored with
respect to their implementation of the Voluntary
Principles. This, too, makes the BTC project
groundbreaking in terms of operationalization of the
principles.

Talisman Energy, although not yet an official par-
ticipant in the Voluntary Principles, has also sought
ways to operationalize them. Talisman is conduct-
ing human rights training exercises for its security
forces and is comprehensively recording the use of
security measures, reviewing logs, and overseeing
training records in an effort to put these standards
into place. 

6.3.4 Transparency Initiatives
As previously observed, transparency with respect
to business operations is increasingly recognized as
critical for credibility with consumers, shareholders,
and other external stakeholders. This is particularly
the case with respect to the extractive sector because
transparent reporting with respect to this industry is
perceived by NGOs as a “major gap.” According to
one NGO activist, “As in the reporting for the
apparel and manufacturing industry, the gap
between what companies think of as transparent and
what the public thinks of as transparent is vast. The
collective culture against releasing anything of
value, and the degree of secrecy most companies
require regarding their transactions, is enormous.”

These initiatives are particularly important for the
extractive sector because lack of transparency with
regard to the revenue stream produced by extrac-
tive companies can mask corruption. The imbal-
ances created by corruption not only deprive
affected citizens of much-needed revenues, but in
the long term can render projects unsustainable for
civil society and business.

In an effort to bring greater transparency to busi-
ness operations, two initiatives were launched in



the past several years and are referenced in the nar-
rative to the accompanying code-of-conduct
matrices: the Extractive Industries Transparency
Initiative (EITI) and the Publish What You Pay
campaign. 

The EITI was initiated by U.K. Prime Minister
Tony Blair at the World Summit on Sustainable
Development in Johannesburg in September 2002.
It encourages governments; publicly traded, pri-
vate, and state-owned extractive companies; inter-
national organizations; NGOs; and other entities
interested in the extractive industries to work
together to develop a framework to promote trans-
parency of payments and revenues.

The EITI’s objective is to achieve “greater trans-
parency in payments and contributions made by
companies and revenues received by governments
for natural resource extraction.” This voluntary ini-
tiative stemmed from the Publish What You Pay
campaign, which was launched in June 2002 by
Transparency International, Global Witness, the
Open Society Institute, and an international coali-
tion of NGOs to pressure industrialized nations to
promote transparency worldwide. One part of the
initiative would require stock market regulators to
make oil, gas, and mining companies publish net
taxes, fees, royalties, and other payments to all

national governments as a condition for being
listed on international stock exchanges and finan-
cial markets.

Because the EITI is a voluntary initiative, NGOs
maintain that outside pressure must be exerted to
ensure that MNEs implement and operationalize its
guidelines. In particular, many NGO leaders com-
plained that there has been too little pressure from
lenders and financing institutions with respect to
transparency principles and that MNEs should par-
ticularly be pushed for more transparency in rev-
enue collection. 

To maximize the impact of the EITI and Publish
What You Pay campaign, NGO leaders suggested
a concerted effort to promote these initiatives with
host-country governments, particularly in Africa,
Latin America, and the Caspian region. Perhaps
more important, both NGO and industry represen-
tatives agree that large state-owned oil companies
must also be pressured to abide by these principles
before systemic changes can be made.

There are some important examples of transparency
initiatives undertaken by MNEs and international
financial institutions, including Talisman’s decision
to make transparent all of its payments to the for-
eign governments with which it works.
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6 Partial list only, because some interviewees spoke only on condition of anonymity.
7 At time of publication, Mila Rosenthal is now Director of Business, Environment and Human Rights Program, Amnesty
International USA.
8 At time of publication, Phil Rudolph is now Partner, Foley Hoag LLP.
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I. Extent to which CSR Codes of Conduct are
implemented in following industry sectors:
• Apparel, Footwear, and Light 

Manufacturing
• Agribusiness
• Tourism
• Mining and Oil & Gas

II. Common approaches and 
structures to CSR code-of-conduct
implementation for each sector:
• Internal monitoring and auditing? If so,

by whom?
• External monitoring and auditing? 

Independent third party? In what manner?
• How are audits conducted?
• Problems with licensees?
• Industrywide groups that maintain their

own codes?
• Communication and training regarding

codes throughout the supply chain?
• Education about codes?
• Level of resources spent on implementa-

tion?

• Collection of data and measurement of
monitoring and compliance (for example,
percentage of business or suppliers 
monitored)?

• Grievance systems or whistle-blower 
protections in place?

• Training and resources for remedial
action?

III. Identify interrelationship between
companies and their stakeholders in
influencing these structures:
• Who are external stakeholders?
• How is the role used as a driver in 

shaping CSR implementation?

IV. Identify gaps or deficiencies in
implementation of CSR codes across
industry sectors:
• Areas that are particularly weak?
• Issue areas (for example, transparency,

corruption) that are particularly difficult
to examine?

Questions for 
Implementation Interviews9

BA P P E N D I X

9 This is the general outline of questions asked of each of the interviewees.
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