Making Private Standards
Work for You

A guide to private standards in the garments,
footwear and furniture sectors
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Disclaimer

The designations employed and the presentation of the material in this document
do not imply the expression of any opinion whatsoever on the part of the Secretariat
of the United Nations Industrial Development Organization (UNIDO), the Norwegian
Agency for Development Cooperation (Norad) or Centre for the Promotion of Imports
from developing countries (CBI) concerning the legal status of any country, terri-
tory, city or area or of its authorities, or concerning the delimitation of its frontiers
or boundaries, or its economic system or degree of development. Designations
such as ‘developed’, ‘industrialized’ and ‘developing’ are intended for statistical
convenience and do not necessarily express a judgment about the stage reached
by a particular country or area in the development process.

Mention of firm names or commercial products does not constitute an endorsement
by UNIDO, Norad or CBI.

The opinions, statistical data and estimates contained are the responsibility of
the author(s) and should not necessarily be considered as reflecting the views or
bearing the endorsement of UNIDO, Norad or CBI. Although great care has been
taken to maintain the accuracy of information herein, neither UNIDO nor its Member
States assume any responsibility for consequences which may arise from the use
of the material.

This document has been produced without formal United Nations editing.

It may be freely quoted or reprinted but acknowledgement is requested.
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Box 15: Some available sources of training support

UNIDO’s Responsible Entrepreneurship Achievement Programme (REAP) enables
SMEs to integrate social and environmental aspects into their core business strat-
egy. Based on the Ten Principles of the UN Global Compact, as well as international
standards in the social and environmental domains (e.g. ISO 14001, ISO 26000, SA
8000, and the Occupational Health and Safety Assessment Series — OHSAS 18001),
REAP provides a structured framework for training and counselling in combination
with analytical software, which can be used to gather, process, and evaluate firm-
level data to track and report on progress during Corporate Social Responsibility
(CSR) implementation. For more details, see http://www.unido.org/reap.

For companies from developing countries interested in exporting to the European
Union, the Centre for the Promotion of Imports from developing countries (CBI), which
aims to help strengthen the competitive capacity of SME exporters and producers
in developing countries, provides training and coaching. More information can be
obtained at www.cbi.eu.

Some global brands and retailers offer training and capacity building to their
suppliers for implementing their codes of conduct. Some business associations
and chambers of commerce also provide training. Suppliers are advised to obtain
more information and to see whether these training options are available to them.

Once a monitoring system is in place, the company may consider report-
ing on its performance and progress. This may streamline external audits
even further and, subsequently, may be used in external communica-
tion. Reporting increases the transparency of the company, an aspect
which is increasingly valued by buyers, customers and authorities alike.

As many tools and instruments are already available to help companies
develop a social and/or environmental management system, this Guide
will not repeat the effort. Instead, Box 16 lists some useful instruments
recommended by well established organisations and initiatives.

3. External verification

Once the developing country supplier has developed a solid code of
conduct and put in place management systems for implementation and
monitoring, the company should be able to stand the test of external
verification.

The final step in a proactive strategy is for the company to seek inde-
pendent external verification of social and environmental performance
through an accredited certification body. This can also be subsequently
used for external promotion. Certification offers benefits but is a costly
and ambitious project requiring exporting companies to be at a relatively
advanced stage in improving the social and/or environmental aspects




Box 16: Some available instruments and tools for implementing a social
and/or environmental management system

The international Organization for Standardization (ISO) is finalising an international
standard providing guidelines for social responsibility named 1SO 26000, to be
released at the end of 2010. The standard offers guidance on socially responsible
behaviour and possible actions. In contrast to other ISO management system
standards, it cannot be used as a basis for certification. Information is available
at www.iso.org/sr

The United Nations Global Compact (a UN-led voluntary business initiative for
learning and reporting on corporate social responsibility) has developed several
practical guides and instruments to assist companies in achieving social compliance.
The UN Global Compact Management Model can be particularly useful and can be
downloaded from www. unglobalcompact.org > ‘About Us’ > Tools and resources.

Another useful instrument developed by the Global Compact is the self-assessment
tool. This is available at http://www.globalcompactselfassessment.org

The Fair Labor Association has developed an Assessment Portal that offers a wide
range of tools to assess the level of code compliance of companies and suppliers.
The portal offers both general and specific assessments to give companies and
suppliers a snapshot of their current labour compliance status. Information can be
accessed at ap.fairlabor.org.

Companies may also find guidance in the requirements and implementation measures
outlined by certification schemes. Without necessarily applying for certification,
companies may use the schemes as guidance for developing their own code and
management system, whilst at the same time preparing for possible certification
in the future.

For specific guidance on environmental management systems, the United Nations
Environment Programme is a useful starting point. Practical publications can be
downloaded from: www.unep.org/resources/business/Publications

The Global Social Compliance Programme (GSCP) is a business driven global platform
to promote knowledge exchange and best practices in order to build comparability
and transparency between existing systems. The Programme has also developed
some insightful environmental implementation guidelines. All GSCP reference
tools can be downloaded on the right side of the home page at www.gscpnet.com.
For guidance on reporting of social and environmental performance, the Global
Reporting Initiative (a multistakeholder network based organization that has de-
veloped and continues to improve a social reporting framework and guidelines) is
an authoritative source. The GRI reporting framework and guidelines are available
at www.globalreporting.org/ReportingFramework.

of their business processes. Box 17 provides an example of the costs
and benefits associated with compliance.

In most sectors of the economy, there are one or more social and/ or
environmental certification schemes available. For example, research for
this Guide showed that the Forest Stewardship Council (FSC) certificate
is dominant in the Brazilian wood sector, SA 8000 in the Indian leather
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sector, and Oeko-Tex in the Turkish textile sector. Such certificates serve
as an external communication and marketing tool, demonstrating high
social and/ or environmental standards that may attract new customers.
Furthermore, some buyers may recognise certain certifications as best
practice and this enables a company holding such certification to reduce
the number of buyer audits it requires. This is the case, for example, of
companies that are members of the Business Social Compliance Initia-
tive (BSCI), who recognise SA 8000 as best practice.

Box 17: Forest Stewardship Council (FSC) certification of Brazilian furniture
company ‘Furnitura’

Furnitura is certified according to the FSC scheme (see Box 1). The company cited
marketing objectives as the main reason for obtaining certification. Having achieved
the certification, Furnitura found that it was recognised as a company that respects
the environment and behaves responsibly towards its community. This was true
not only of Furnitura’s current buyers but also of prospective buyers. As one of the
few FSC certified companies in Latin America, Furnitura has gained a competitive
edge through certification.

The case of Furnitura provides an insight into the costs associated with FSC certifica-
tion. For FSC certified wood, the processing of timber needs to be transparent at all
times, allowing for the complete traceability of the raw material. This is a complex
matter and results in higher production costs. For example, the sawmill used should
be different to the one used for non-certifiable wood. Other related costs are extra
human resources to monitor the process, and costs for buying additional sawmills
to separate the certified timber. Furnitura estimates that the costs associated with
achieving FSC certification are between 3% and 5% of total product costs.

Certification can be an expensive process. In addition to implementing
the social and environmental requirements, which may be an expensive
exercise in itself, there are the fees of the certifying body and its audi-
tors. While costs may fall considerably once initial investments have
been made and certification is received, there are recurrent costs in
retaining and updating the certification. These cannot always be trans-
ferred to the buyer. Even though buyers prefer certified suppliers, they
are often not willing to pay a higher price for the product.

The outcome of a cost-benefit analysis of certification will vary accord-
ing to the individual company. Compliance may entail more changes
for some companies than for others. Moreover, some firms will emerge
from certification with a greater competitive advantage than others.
Every company considering certification must decide for itself whether
the benefits outweigh the costs.




The survey and interviews with exporting companies in the Brazilian
furniture sector, the Indian footwear sector, and the Turkish textile sector
indicated that private standards are a reality which has to be confronted
when seeking to export to global markets. Although complaints about
the costs involved are abundant (also see Box 12), most companies can
identify clear benefits as well, including improvements in their internal
business processes, increased competitive advantage and employee
welfare (see Table 6). Private standards thus incur costs, investments
and benefits for developing country exporting companies.

A proactive strategy will help these companies to reduce unforeseen
compliance costs and to take advantage of market opportunities. Nev-
ertheless, some problems and dilemmas over private standards are
hard to overcome in a situation where buyers continue to pressurise
developing country suppliers into lowering their prices and shortening
delivery times. Buyers thus have an active role to play in facilitating
compliance with their private standards. In Box 18, this supplier mes-
sage to brands is further developed.

51



52

Box 18: A message from developing country suppliers to global buyers

Suppliers often indicate that buyers are not willing to pay more for goods that are
produced in accordance with social and environmental buyer requirements. As
such, the costs associated with improving conditions may translate into falling
profit margins for the supplier or, alternatively, the social and environmental buyer
requirements will be viewed as ‘cosmetic’. The following quote from Moss (2009)
illustrates this point very well: ‘The compliance department pushes suppliers to
meet social standards. They want suppliers to reduce overtime and pay a living
wage. They audit to verify compliance. Then the sourcing department comes in and
pushes for cheaper prices and faster delivery. If a brand sends a mixed message,
the supplier will listen to the sourcing department. Why? Because the supplier will
listen to the department that is issuing the purchasing order. The only way for a brand
to send a consistent message to suppliers is if there is internal agreement inside
the brand on the content and tone of that message. Brands need to have complete
internal agreement between the departments before they can present a unified
front to suppliers. It is impossible for companies to send a consistent message to
suppliers unless social compliance measures are integrated into both the sourcing
and merchandising departments’ supplier evaluation system’.

To balance out the costs involved in guaranteeing compliance, it is important that
buyers and suppliers not only commit themselves to improving certain social and/
or environmental issues but also commit to a long-term business relationship.
Moreover, buyers could contribute to the suppliers’ compliance costs or both parties
could undertake joint investment in certain assets. Other issues for consideration
by buyers when wishing to introduce specific supplier requirements concern cross-
cultural differences and the availability of information on the buyer’s requirementsin
the native language of the suppliers. Poor translations and ignorance of the cultural
differences between suppliers and buyers, such as the fear of losing face when indi-
cating that something has not fully been understood, can lead to misunderstandings.

Sources: C. Moss. 2009. Key performance indicators for social compliance in the
supply chain in D. Leipziger. SA8000. 2009. — The first decade. E.R. Pederson and
M. Anderson. Safeguarding corporate social responsibility (CSR) in global supply
chains: how codes of conduct are managed in buyer-supplier relationships in Journal
of Public Affairs 6 (3/4): 228-240 2006. The Chartered Institute of Purchasing &
Supply and Traidcraft Exchange. 2010. Win/win: achieving sustainable procurement
with the developing world.
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Trends

Private standards in the garment, furniture and footwear sectors are
similar in many ways. However, there are differences in focus and
emphasis. In order to distinguish themselves, retailers will constantly
adapt, sharpen or even loosen their standards, as a reflection of the
demands, needs and expectations of their stakeholders. New standards
are constantly being introduced, different stakeholders are progres-
sively getting involved in the development and implementation of
these standards and their relationship with regulatory frameworks
is observed closely. As private standards increase their role in many
industries, some important trends can be identified. In this chapter,
some of the main trends that are likely to impact on the development
and implementation of private standards in the next three to five years
are described.

DYNAMIC RELATIONSHIP BETWEEN TECHNICAL REGULATIONS
AND PRIVATE STANDARDS

Over the past 30 years, many standards in the area of consumer health
and safety have evolved into legislation. On the other hand, many
legislative requirements have translated into stricter private require-
ments. This dynamic relationship between technical regulations and
private standards is illustrated by the requirements on the labelling
of organic products which have been converted into legislation in the
European Union and the US (see Box 19) and by the impact of the EU
REACH regulation for the registration, evaluation and authorisation of
chemicals on buyer-supplier relationships (see Box 20).
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Box 19: From voluntary standards to legislation — the case of organic
agriculture

Organic agriculture is a production management system that promotes and enhances
biodiversity and soil activity. It is a system that relies on ecosystem management
rather than external agricultural inputs. The system excludes the use of synthetic
inputs, such as synthetic fertilizers and pesticides, veterinary drugs, genetically
modified organisms (GMOs), preservatives, additives and irradiation. Although
methods of organic farming may vary slightly, they largely follow the standards set
forth in the IFOAM Basic Standards (IBS) for Organic Production and Processing.

In 2007, the European Union decided to develop specific legislation on the organic
production, labelling and import of food products. This legislation, which is laid
down in three different directives, is based on the requirements first established
by the voluntary IFOAM (International Federation or Organic Agriculture Move-
ments) standards. Currently, in spite of the requirements of other organic labels,
all products marketed as organic in the EU must, as a minimum, comply with the
mandatory EU standards. Organic products that do not comply with the directives
cannot be sold as organic in the EU.

The current legislation does not cover cosmetics and textiles. Nonetheless, the
example of organic standards shows that, what is voluntary today, may in future
be required by law.

Itis expected that this type of dynamic relationship will continue since
many buyer representatives perceive technical regulations as being too

weak and international voluntary standards as too slow to adapt to the

prevailing situation mainly because of lengthy stakeholder discussions
in technical committees. On the other hand, regulators may perceive the
multiplicity of private schemes as a case for further (smarter) regula-
tion, especially when it comes to consumers’ exposure to health and
safety and environmental risks, areas where market forces are unlikely
to deliver the desired level of compliance.




Box 20: The Impact of the REACH regulation on buyer-supplier relationships

The REACH (Registration, Evaluation, Authorisation and Restriction of Chemicals)
Regulation 2006 requires EU based manufacturers and importers of chemicals to
gather hazard information and to assess risks. REACH also requires prior authorisation
of the use of some particularly hazardous substances and restricts the marketing
and use of certain chemicals and mixtures.

The key part of REACH affecting the textiles, footwear and furniture sectors is certain
provisions on substances in articles®, if these substances are intended for release
and if they are substances of very high concern (SVHCs).

Since EU importers must conform with the REACH regulation, suppliers are, and
increasingly will be, requested to provide information on:

chemicals used in the production of the article

whether these chemicals are intended for release from the article (e.g. through
washing of a shirt)

whether more than one tonne of the chemical is used per year, if that chemical
is intended for release

where SVHCs are present in the product, is this at levels in excess of 0.1% by
weight

One of the responses to the REACH regulation came from the Oeko-Tex Associa-
tion, which has published revised and expanded test criteria, limits and by-laws
for its Oeko-Tex Standard 100 product certification process in order to meet some
of the requirements of the REACH regulation. It is clear that, while non-EU based
manufacturers will not be required to register chemicals or obtain certification of
REACH compliance, they will feel the impact of REACH in their business-to-business
relationships with EU-based buyers.

Source: http://quidance.echa.europa.eu, 2010.

18 Anarticle is ‘an object which during production is given a special shape, surface or
design which determines its function to a greater degree than does its chemical compo-
sition’. Items such as a shirt, a shoe or a handbag are therefore articles because their
shape and design are what is important rather than the chemicals that they are made
from or contain.

19 SVHCs are substances whose use is subject to authorisation and possibly restric-
tion. They are categorised as Carcinogenic, Mutagenic or Toxic to Reproduction (CMR),
Persistent, Bioaccumulative & Toxic (PBT) and very Persistent very Bioaccumulative (VvPvB).
Substances are included on the candidate list for authorisation after agreement by a for-
mal procedure that they fulfil the criteria of Article 57 of REACH (Substances of Very High
Concern — SVHC). The candidate list for authorisation will be published on the European
Chemical Agency’s website. This list will be updated every time a decision on inclusion
of a substance has been taken.
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In the past few years, many new demands related to climate change
and the sustainable use of resources, such as energy and water, have
emerged as a result of international concerns about sustainability. It
is anticipated that new international protocols will come into force and
that these will require national commitments and implementation plans.
Buyers are responding to these concerns by already factoring energy,
water and carbon into their codes and requesting their suppliers to
take certain mitigating measures.

Water efficiency and rating for water-using products is an emerging con-
cern for governments and civil society alike. In July 2006, Australia put
into effect one of the first national Water Efficiency Labelling Schemes
(WELS) which requires certain water-using products to be labelled for
water efficiency. In mid-2008, the Water Stewardship Initiative (WSI)
and The Nature Conservancy (TNC) and Pacific Institute established
an Alliance for Water Stewardship (allianceforwaterstewardship.org),
which is bringing together many stakeholders in environmental and
social advocacy such as the World Wide Fund for Nature (WWF), water
authority associations, such as the Water Environment Federation (WEF),
and other water-based initiatives, such as Water Witness, in an effort
to establish globally recognised standards. Through the Alliance, the
basic options for a water stewardship scheme developed by the WSI
have been widely reviewed by major NGOs, government and industry
stakeholders. Core standards have now been established as the basis
for piloting the certification and verification process.

Energy efficiency is a concern shared by developed and developing
countries alike, as energy is not only a sustainability issue but also
a major part of production costs. Today, almost all major developed
countries and many developing countries have some voluntary product-
based energy efficiency standards. Developing a management system-
based energy efficiency standard is, however, a more recent initiative
supported by UNIDO (ISO 50001).

In addition to standards and labelling schemes that relate only to the
efficiency of the end products, a variety of standards, labels and certi-
fication programmes examining environmental impact throughout the
entire life-cycle of a product are currently being developed. Looking
at the total life cycle helps to identify ‘hot spots’ and inefficiencies,
be they at the raw materials sourcing, production, transportation or




consumption stage. One of the key criteria in lifecycle analysis is green-
house gas emissions, the kind of analysis widely known as ‘carbon
footprinting’.?° These instruments analyse and present information
on the greenhouse gas emissions of products in an attempt to iden-
tify major sources of emissions in supply chains. Once the emissions
from different parts of a supply chain have been identified, it is hoped
that actions will be taken to reduce them in a timely and cost effective
manner. Some examples of carbon footprint labels in the textile and
footwear sectors are mentioned in Box 21.

Box 21: Carbon footprint labels — some examples

Timberland, an outdoor footwear and apparel company, now labels its footwear with
details of the energy used in making the shoes, the portion that is renewable, and
the factory’s labour record. Since a large portion of Timberland’s emissions come
from within the supply chain and are thus beyond the company’s direct control,
an effort is underway to ensure that the brand is working with suppliers to help
reduce those emissions. Part of that process includes reporting the size and scope
of the emissions and Timberland currently reports product-related footwear factory
emissions on a quarterly basis.

Similarly, Continental Clothing, a UK fashion retail outlet has claimed the world’s
first carbon footprint label for clothing after working with the Carbon Trust to
launch a Carbon Reduction Label for textile products. The new label gives details
of the carbon footprint of the entire life cycle of the clothes, from raw materials
and manufacturing, through to consumer use and disposal. The Carbon Reduction
Label for textiles will be displayed on a range of printed t-shirts and sweatshirts
and will inform the consumer of the total life cycle footprint as well as his or her
own contribution through washing, drying and ironing.

Sources: Timberland, 2010 www.timberland.com/corp/index.jsp?eid=750006123
3&page=pressrelease; Continental Clothing, 2010 www.continentalclothing.com/
page/carbon_footprinting.

Carbon accounting and product labelling are new instruments of sup-
ply chain management that may affect developing country export op-
portunities, even though many of these countries may not be directly
subject to national greenhouse gas reduction commitments. Developing
country suppliers within global value chains will be pressured to limit
their carbon footprint because of their counterparts’ commitments. The
ability to manage their carbon footprint will either constitute a strong

20 Examples of carbon accounting methodologies are the World Resources Institute/
World Business Council for Sustainable Development (WRI/WBCSD) Greenhouse Gas
Measurement Protocol, ISO 14067, and PAS 2050 -Assessing the life cycle greenhouse
gas emissions of goods and services.
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competitive advantage or will force certain actors out of the market.
According to a recent study conducted by the CDP (Carbon Disclosure
Project) on 34 leading global manufacturers who are also member com-
panies” and their 634 suppliers, 6% of the companies would deselect
suppliers today for failure to properly manage carbon emissions. In
addition, the majority — 56% — also stated that they actually expect to
deselect some suppliers in future for failing to meet carbon footprint
management criteria set by them.

Consumers today increasingly demand the right to have answers to
questions such as: What am | wearing or using? Where did it come
from and how was it made? How much energy went into it? What kind
of chemicals are in it? Who assembled/sewed it together?

All the trends mentioned in this Guide effectively imply higher transpar-
ency within value chains and traceability of products. The implemen-
tation of social, environmental and safety standards depends on an
effective traceability system which ensures that answers to the above
guestions can be easily given. In other words, traceability is the abil-
ity to verify the history, location, or application of an item by means of
documented and recorded identification.

Nonetheless, acommon impression among buyers and suppliers is that
the lowest parts of the value chain, which are crowded with numerous
sub-contractors, is the least ‘compliant’. This perception is also sup-
ported by the survey of Turkish textile and apparel exporters undertaken
for this Guide. Companies that export ready-made products comply
more frequently with buyer codes than companies which export raw
materials and/or semi-finished products. Ninety-two per cent (92%) of
producers of ready-made products, compared with 56% of non ready-
made producers (see Table 7), were in compliance with the caveat
that some raw material producers (e.g. organic cotton) may encounter
private standards more often than producers of semi-finished goods.

21 See https://www.cdproject.net/CDPResults/CDP-Supply-Chain-Report_2010.pdf




Table 7: Compliance of Turkish ready-made and non ready-
made textile and apparel exporters with buyer codes of
conduct and social and environmental certification

% of companies complying % of companies with one
with one or more buyer codes | or more social and/or
of conduct environmental certificates
Non ready-made” | 56% Oeko-Tex: 88%
(total: 16) Other certificates: 38%
Ready-made* 92% Oeko-Tex: 92%
(total: 13) Other certificates: 85%

As some brands and retailers become stricter about the compliance of
major suppliers’ sub-contractors, the pressure to comply with private
standards is increasingly transmitted down the chain. This results
in the need to deepen knowledge about what happens beyond the
traditional boundaries of an organization or company. Consequently,
traceability requirements imply the establishment of a higher level of
cooperation and exchange of information beyond the immediate trad-
ing partners and across the whole supply chain. This need for a high
level of coordination also encourages buyers and sellers to establish
closer relationships. Once a company can comply with the standard
of a large retailer, it is likely that the retailer will wish to maintain that
relationship over a long period of time.

At the same time, the need for better risk management by brands can
result in consolidation of their supplier base and lead to sourcing from
a smaller number of compliant companies. Since a smaller number of
vertically integrated suppliers meeting high volume orders means fewer
risks and lower costs, new entrants can find it increasingly difficult
to enter the supply chains of these brands and retailers. During the
interviews conducted for this Guide, two opposing risk-management
strategies by buyers were identified: cutting out intermediaries and
sourcing directly from a limited number of vertically-integrated suppliers
versus buying only through trusted intermediaries/local agents who
can then be held solely accountable if non-conformities are discovered
with any of the suppliers in question. While it is difficult to discern
where the trend is heading, it is clear that buyers will continue looking
for diminishing risk.

22 Producers of raw materials and/ or semi-finished goods.
23 The companies in this group might also be active in the semi-finished and raw
materials segments alongside their exports of ready-made products.
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Clearly, buyers and producers are faced with many overlapping but non-
aligned standards. According to some estimates, more than 1,000 codes
of conduct and management systems exist*. This results in increased
management costs and complexity for all stakeholders, including buy-
ers, certification companies and, of course, suppliers.

Since there seem to be many points in common in terms of the basic
requirements of both private and public standards, harmonisation would
seem to be an achievable and desirable objective. The elaboration of
such ‘meta’ standards has been discussed in many fora in recent years.
In theory, international management system standards, such as ISO
14000 or ISO 26000, were developed precisely to deal with the problem
of multiplying standards. Notwithstanding this objective, the number
of schemes has, in fact, continued to increase.

As development of such ‘meta standards’ has been found to be more
difficult than expected, several benchmarking schemes have been set
up aiming at the creation of reference tools which describe emerging
best practice. The ISEAL Alliance, a global association for social and
environmental standards, has been developing a Code of Good Practice
for Setting Social and Environmental Standards which was first launched
in 2004. It has also been involved with brokering Mutual Recognition
Agreements (MRAs) between its founding members, such as the Inter-
national Federation of Organic Agriculture Movements (IFOAM) and the
Fairtrade Labelling Organization (FLO). There is still a significant amount
of diversity, however, since negotiating Mutual Recognition Agreements
between different schemes is an overwhelming task given the number
of interests involved and the variation in weight and resources brought
to the negotiating table by the different actors.

Safety standards are most probably leading the pack in progressing
towards increased harmonisation, as seen in benchmarking initiatives
in the food safety sector. However, concerns regarding the inclusive-
ness of standard-setting processes will surely continue and it will take a
significant amount of time and effort to reach meaningful harmonisation
and streamlining of existing schemes.

24 World Bank, 2003. Company Codes of Conduct and International Standards: an
Analytical Comparision, Parts | and II.




Box 22: Harmonisation and Benchmarking — the Global Social Compliance
Programme

One of the leading efforts in terms of harmonisation comes from the Global Social
Compliance Programme (GSCP), which brings together retailers and brand manu-
facturers across the globe and from a wide variety of sectors within the consumer
goods industry. The GSCP is hosted and facilitated by the Consumer Goods Forum.
This Forum was created in June 2009 by the merger of the Comité International
d’Entreprises a Succursales/the International Committee of Food Retail Chains
(CIES), the Global Commerce Initiative (GCI) and the Global CEO Forum. The Con-
sumer Goods Forum is governed by its Board of Directors, which includes an equal
number of CEOs and chairpersons of manufacturers and retailers. Forum member
companies have combined sales of EUR 2.1 trillion.

To promote convergence and the definition of a shared, global and sustainable
message to suppliers, the GSCP has been building a set of reference tools that
describes best practice and provides a common interpretation of fair labour and
environmental requirements and their implementation. This approach aims at foster-
ing transparency and trust and thereby comparability between private standards.
This will ultimately enable mutual recognition between existing schemes using the
GSCP reference tools as a benchmark as well as the sharing of audit results. Buying
companies will then be in a position to reinvest resources into supplier training and
capacity building, focusing less on audits and more on developing supplier-owned
solutions to social and environmental non-compliances.

The GSCP reference tools include a reference code, reference audit process and
methodology, reference guidelines for auditing competence, and reference tools
on company and scheme management systems. A further step, Data Sharing, looks
at facilitating the transfer of information, including audit results, between existing
systems through developing protocols for data and information sharing. The rec-
ognition of audit processes and results by company to company will be enabled by
an equivalence process which will allow companies/schemes to assess their own
tools, system and methodology against the reference tools (self assessment) and to
share this assessment, once validated, with each other (equivalence assessment).

All final reference tools are openly available and can be accessed on the GSCP
website (www.gscpnet.com), along with drafts available for public consultation.

Sources: www.ciesnet.com; www.gscpnet.com
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In conclusion

This Guide demonstrates the importance of private standards for de-
veloping country producers who would like to start or continue a busi-
ness relationship with a global brand and/or retailer. It is likely that
such standards will become even more important in the future. This
implies that suppliers will need to prepare themselves to face private
standards. Even though compliance with most requirements may not
be too difficult, since many correspond with existing local and national
regulations, private standards may pose additional requirements. This
is particularly so in the case of additional requirements that go beyond
laws and regulations, are dynamic, and vary among brands and retail-
ers. This iswhy a proactive strategy in dealing with private standards is
desirable. Such a strategy will not only create exporting opportunities
but will also lead to competitive advantages and more efficiency in a
company’s business operations. It is hoped that suppliers will take
this message to heart, making sure that they do not miss the boat but
instead are able to turn private standards to their advantage.

While this Guide seeks to provide support mainly to existing or would
be suppliers of globally operating retailers and brands in the apparel,
footwear and furniture sectors, it also provides some lessons for other
actors, among whom will be developing country producers from other
sectors, and also buyers, training and capacity building organizations,
and governments. Overall, a more coherent and practical approach is
needed to help suppliers to become more sustainable and efficient.
Harmonisation and benchmarking of private standards, in particular,
will simplify compliance with these standards by suppliers and will
also have a positive effect on product prices for consumers as it will
help to bring down the costs of labelling, certification and auditing. In
view of this, all stakeholders in this process are urged to work towards
and contribute to the harmonisation of private standards, while still
upholding their ambitions for improving the social and environmental
conditions in global supply chains.
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Glossary of international
norms and initiatives

This glossary lists in alphabetic order the main international norms and
initiatives promoting social and/or environmental responsibility which
provide background to many private standards.

Agenda 21 is a comprehensive plan of action to be implemented globally,
nationally and locally by organizations of the United Nations system,
governments, and major groups (including business and industry) in
every area in which humans impact on the environment.

The Agenda was adopted by more than 178 governments at the United
Nations Conference on Environment and Development (UNCED) held
in Rio de Janeiro, Brazil, from 3 to 14 June 1992, together with the Rio
Declaration on Environment and Development (see below), and the
Statement of Principles for the Sustainable Management of Forests.

www.un.org/esa/dsd/agenda2l

The International Labour Organization (ILO) is a United Nations agency
with a tripartite structure (governments, workers and employers) that
was established for the purpose of setting international labour stand-
ards. These minimum standards are legal instruments setting out
universal basic principles and rights at work. They apply to workers
everywhere, working in any type of organization and are intended to
prevent unfair competition based on exploitation and abuse. ILO stand-
ards are developed by tripartite negotiation at the international level
among governments, workers and employers, and are adopted by a vote
of the three constituents. ILO instruments are kept up to date through a
review process and through the jurisprudence of a formal supervisory
mechanism that interprets the meaning and proper application of ILO
standards. ILO Conventions and Recommendations, together with the
ILO Declaration on Fundamental Principles and Rights at Work 1998 and
the ILO’s Tripartite Declaration of Principles concerning Multinational
Enterprises and Social Policy 1977 (last revised 2006) constitute the most
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authoritative guidance on labour practices and some other important
social issues. The ILO seeks to promote opportunities for women and
men to obtain decent and productive work, which it defines as work
performed in conditions of freedom, equity, security and human dignity.

The Core Conventions of the ILO are on Forced Labour, Freedom of As-
sociation and Protection of the Right to Organise, Right to Organise
and Collective Bargaining, Equal Remuneration, Abolition of Forced
Labour, Discrimination (Employment and Occupation), Minimum Age,
Worst Forms of Child Labour.

www.ilo.org

In September 2000, building upon a decade of major United Nations
conferences and summits, world leaders came together at United Na-
tions Headquarters in New York to adopt the United Nations Millennium
Declaration, committing their nations to a new global partnership to
reduce extreme poverty and setting out a series of time-bound targets
—with a deadline of 2015 — that have become known as the Millennium
Development Goals.

www.un.org/millenniumgoals/

The Global Compact is an initiative of the United Nations directed at
business organizations and was launched in 2000. Open to any organi-
sation, participants commit to align their strategies and operations with
10 principles in the areas of human rights, labour, environment, and
anti-corruption and to take action in support of broader UN goals. The
Global Compact is a voluntary platform where organizations are required
to report annually on efforts to implement the principles through poli-
cies and practices. The United Nations Global Compact has developed
tools and guidance materials across all principle areas in order to assist
participating organizations. No membership fees are required.

www.unglobalcompact.org

These are guidelines for multinational enterprises drawn up by the
Organisation for Economic Cooperation and Development (OECD). The




guidelines embody what OECD governments have agreed to be the
basic components of responsible corporate behaviour and explain how
governments expect companies to behave. The guidelines address
the following areas: disclosure; employment and industrial relations;
environment; combating bribery; consumer interests; science and
technology; competition; and taxation.

www.oecd.org/daf/investment/guidelines

The Universal Declaration of Human Rights (Universal Declaration) was
adopted by the UN General Assembly in 1948 and is the most widely
recognised human rights instrument. It provides the basis for human
rights law, and elements of it represent international customary law
binding on all states, individuals and organizations. The Universal
Declaration calls on every individual and every organ of society to
contribute to securing human rights.

The International Bill of Human Rights consists of the Universal Declara-
tion on Human Rights, the International Covenant on Civil and Political
Rights and the International Covenant on Economic, Social and Cultural
Rights, and their optional Protocols to the Covenants, one of which
aims to abolish the death penalty. In addition, seven core international
human rights instruments form part of international human rights
law, dealing with the elimination of all forms of racial discrimination;
elimination of all forms of discrimination against women; measures to
prevent and eliminate torture and other cruel, inhuman or degrading
treatment or punishment; rights of the child, involvement of children
in armed conflict, sale of children, child prostitution and child pornog-
raphy; protection of migrant workers and their families; protection
of all persons from enforced disappearances; and rights of persons
with disabilities. Taken together, these instruments form the basis for
international standards for universal human rights.

www.ohchr.org/en/udhr/
The Rio Declaration on Environment and Development, often short-

ened to the Rio Declaration, is a short document produced at the 1992
United Nations Conference on Environment and Development (UNCED).
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The Rio Declaration consists of 27 principles and is intended to guide
sustainable development around the world.

Www.unep.org

ISO 9001 is an international standard that sets requirements for qual-
ity management systems. It is maintained by ISO, the International
Organization for Standardization, and administered by accreditation
and certification bodies. The rules are updated, as the requirements
motivate changes over time.

A company or organization that has been independently audited and
certified to be in conformance with ISO 9001 may publicly state that itis
‘SO 9001 certified’ or ‘ISO 9001 registered’. Certification to an ISO 9001
standard does not guarantee any quality of end products and services;
rather, it certifies that formalised business processes are being applied.

www.iso.org/iso/iso_9000_essentials

ISO 14001 is an international standard that sets requirements for envi-
ronmental management systems. It is maintained by 1SO, and adminis-
tered by accreditation and certification bodies. The rules are updated,
as the requirements motivate changes over time.

ISO 14001 specifies the generic requirements of an environmental
management system. The underlying philosophy is that, whatever an
organization’s activity, the requirements of an effective environmental
management system are the same. Because 1SO 14001 does not lay
down levels of environmental performance, the standard can to be
implemented by a wide variety of organizations, whatever their current
level of environmental maturity. However, a commitment to compliance
with applicable environmental legislation and regulations is required,
along with a commitment to continuous improvement — for which the
standard provides the framework.

Like ISO 9001, a company or organization that has been independently
audited and certified to be in conformance with 1ISO 14001 may publicly
state that it is ‘ISO 14001 certified’ or ‘ISO 14001 registered’.

www.iso.org/iso/iso_14000_essentials




The International Organization for Standardization (ISO) is in the process
of finalising an international standard providing voluntary guidelines for
social responsibility named ISO 26000. It is expected to be released at
the end of 2010. The standard offers guidance on socially responsible
behaviour and possible actions. In contrast to ISO management system
standards like ISO 9000 and 14001, it cannot be used as a basis for
certification.

WWW.iso.org/sr
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Table 1: The Landscape of Private Standards
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Sector Textiles/Apparel X X X X X X X
Footwear X X X X X
Furniture X X
Cross-sectoral X X X X X X X X
Type Certificate X X X X X X
Product label X X X X
Code of conduct X X X X X X X X X X X
Focus Environmental X X
Labor X X X X X X X X X X X
Cross-cutting X X X X
Application | Product X X X X
Production site X X X X X X X X X X X X X X X X
Conformity Buyer (owner of standard) X X X X X X X X X
assessment
Thl_rd party_ (accredited certifi- X N X X X X N X X X N X N X X
cation bodies, test labs)









