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Corporate Responsibility:

Results of a fact-finding mission on private initiatives

I ntroduction

Public concerns have been
expressed about the
economic, social and
environmental impacts of
the activities of
multinational enterprises.

Globalisation has brought
with it new management
challenges stemming from
the need to comply with the
laws and regulations of
numerousjurisdictionsand
to respond appropriately to
various societal
expectations.

Firms have been responding
to these concerns and
challenges with managerial
innovations, including codes
of conduct and associated
management systems.

In the ongoing public debate on globalisation, concerns have been
expressed about the economic, social and environmental impacts of
deepening international trade and investment ties and about the activities
of the multinational enterprises. These concerns focus on a variety of
issues including labour relations, human rights, environment, corruption,
control of technology and consumer protection. The high profile of this
debate means that most multinational enterprises now pay close attention
to public perceptions of their activities in the societies in which they
operate.

Globalisation has also brought with it additiona management challenges
for firms in area that has come to be caled “lega compliance’.
Multinational enterprise are often present in dozens of jurisdictions
covering many legal and regulatory areas. These companies need to keep
themselves informed about the regulations affecting them and must take
steps to ensure that they comply with law and regulation. Compliance
can be quite complex, especially when the enterprise€’'s operations
straddle a variety of regions and business cultures. Thus, compliance
with law and regulation is often not a straightforward task, especially for
multinational enterprises.

Firms have attempted to respond to public concerns and to the growing
challenge of “lega compliance” in a globalising business environment.
New management techniques have emerged. Some twenty years ago,
firms began issuing policy statements -- or codes of conduct -- that set
forth their commitments in various areas of business ethics and legal
compliance. A second step was the development of management systems
designed to help them comply with these commitments and the
emergence of standardised management systems. A new management
discipline has emerged involving professionals that specialise in
regulatory, legal and ethical compliance. More recently, steps have been
taken to formulate standards providing guidance for business reporting
on non-financia performance.



The practice of issuing codes
isarelatively recent
development.

Firms have not devel oped
these management
innovations on their own.
Business associations, NGOs
and governments have also
played important roles.

In June 1999, the CIME
authorised a fact-finding
mission in the area of
corporate responsibility.

This paper reportson the
results of this fact-finding
mission.

These private initiatives are a prominent recent development in
international business.  Business surveys show that most major
companies issue codes of conduct (see, for example, KPMG (1999) and
Control Risks Group (1999)). The compliance tools now used routinely
in international businesses hardly existed three decades ago. The practice
of issuing codes on business conduct dates roughly to twenty-five years
ago. The first major corporate code of conduct appears to be the 1977
issuance of guidelines on conducting businessin South Africa by a major
automobile manufacturer. Many other companies later adopted these
“Sullivan Principles’ or began to issue corporate codes dealing with
broader areas of business ethics.

Companies have not acted alone in making these innovations. Business
associations have undertaken many initiatives to help their members and
NGOs have played important and varied roles. OECD governments aso
have influenced the shape of these initiatives in various ways. In
particular, many have incorporated them into their regulatory and law
enforcement strategies, giving rise to hybrid systems involving both
public and private action.

The present paper looks at private initiatives in the area of corporate
responsibility -- that is, at what companies do to promote legal and
ethical compliance. This work was commissioned at the June 1999
meeting of the Committee on International Investment and Multinational
Enterprises (CIME). At that time, the CIME asked the Secretariat to
structure the work as a fact-finding mission . It expressed particular
interest in the nature of the commitments made in codes of conduct, in
the steps taken by companies to allow them to meet their commitments
and in therole of public policy in shaping these private initiatives.

The present paper summarises the results of the fact-finding mission.
More detailed papers describing the components of the fact-finding
mission may be found in the six annexes to this paper. The first reports
on an anaysis of 246 codes of conduct. The others are based on
additional analysis performed on the code inventory and on databases
covering companies environmental management practices and the ways
OECD members have influenced voluntary initiatives in the areas of
corporate responsibility. The present paper also draws on the literature
on regulatory compliance, enforcement of corporate law and
environmental management. The results of the fact-finding mission are
summarised in the Box (Principal Findings).

Commitments and Codes of Conduct: Actors, | ssuesand Audiencest

Theissuersof the codesin
the inventory differ by
nationality, purpose and

Codes of conduct are voluntary expressions of commitment that set forth
standards and principles for business conduct. A wide variety of actors --
corporations, business associations, NGOs, trade unions and international

1 This section discusses in more detail in the paper in the first annex.



sector of operation.

organisations -- issue such codes. Companies issued 48 per cent of the
codes in the inventory, business associations accounted for 37 per cent,
“partnerships of stakeholders” (mainly NGOs, but also trade unions)
issued 13 per cent and inter-national organisations, 2 per cent (Figure 1).
The companies issuing the codes are based in 23 member countries and
cover all economic sectors (primary production, industry and services).

Figure 1. Composition of codes by type of issuer
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Source: OECD

All aspects of the sustainable Viewed as a whole, the codes cover a broad range of issues and address

development agenda --
decent work, environment,
anti-corruption, human
rights, technology etc -- are
covered in thisinventory of
codes.

each of the economic, social and environmental “pillars’ of the
sustainable development agenda. The codes address such issues as
environmental management, human rights, labour standards, anti-
corruption, consumer protection and information disclosure, competition
and science and technology (Figure 2). The most common issue areas
addressed in the inventory are labour standards and environmental
stewardship. Tables1 and 2 show the frequency of mention of more
specific commitments in the areas of, respectively, environment and
labour.



Figure 2. Issues addressed in codes of corporate conduct
(number of codes mentioning issue; out of 246 codes)
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Tablel. Commitmentsin the Environmental codes

Percentage of
environmental codes
mentioning attribute*

Comply with laws 67.6
Openness to community concerns 40.0
Environmentally friendly products and services 379
Employee training, awareness and dialogue 35.9
Transparency to Public 35.9
Contractors, suppliers & partners 35.2
Continual improvement 33.8
Global application 338
Water, waste & effluent management 331
Conservation of Materials & Recycling 33.1
Public/customer awareness 331
Internal Reporting & Performance audits 28.3
Research 26.2
Accountability of Management 24.8
Energy Conservation 24.8
Prior assessment 234
Hazardous waste disposal/management 234
Sustainable development 234
Exceed legal requirements 20.7
Measurable objectives 17.9
Emergency Preparedness 17.2
Contribute to sound legidation 16.6
Design, construction and decommissioning sites/facilities 15.2
Bio-diversity 11.7
Transfer of technology 9.7

*  These are calculated as: 100*[the number of codes mentioning attribute]+[the number of
codes citing environmental stewardship]

Source: OECD



Table2. Commitment in thelabour codes

Percentage of labour codes
mentioning attribute*

Reasonable working environment
Compliance with laws
No discrimination or harassment

Compensation
No child labour

Obligations on contractors/suppliers

No forced labour

Provision of training

Working hours

Freedom of association
Specific mention of “human rights’

Monitoring

Right to information
ILO codes mentioned

Promotion

Reasonable advance notice
No excessive casual |abour
Flexible workplace relations

75.7
65.5
60.8
45.3
43.2
41.2
38.5
324
31.8
29.7
25.0
24.3
135
10.1

8.8

3.4

3.4

0.7

*  These are calculated as. 100* [the number of codes mentioning attribute]+[the number
of codes citing labour]

Source: OECD

Compliance with law is one
of the most common
commitments madein the
code.

The approach to
commitment madein
narrowly defined areasis
highly variable. Examples
arethevariability in the
language and concepts used
in the bribery codes...

Compliance with law is a prominent concern in the codes (Tables 1 and
2) and nearly all commitments to it apply to both home and host
countries. However, none of the 246 codes in the inventory could be
read as a pure “legal compliance” text. All codes citing legal compliance
also cite broader commitmentsin the areas they cover.

A look at the commitments made in narrowly defined issuesin relation to
a particular activity (e.g. out-sourcing) shows that the codes vary in their
approach to particular types of commitment. For example, the codes
dealing with combating corruption use a wide variety of concepts and
terms. The codes that discuss “parties to bribery” (that is, who might be
involved in corrupt transactions) are about evenly divided among three
categories. those that discuss only bribery of public officials, those that
deal only with private-to-private bribery, and those that deal with both
public and private operatives. Some discuss remuneration of agents,
while others do not. Likewise, the treatment of gift giving, entertainment
and political activity is very different anong the codes (see Table 5 of
Annex 1).



... and in codes dealing with
labour management among
foreign suppliersto the
branded apparel industry.

Similar diversity is found in the labour commitments made in branded
apparel industry codes. The only issue about which these codes agree is
the need to eliminate child labour (though, even here, there are major
differencesin concepts and terms). Other key human rights issues for the
work place (e.g. forced labour and reasonable working conditions) are
also addressed in the mgjority of the codes. However, other issues (e.g.
freedom of association) are dealt with by less than half of the branded
apparel industry codes (see Figure 8 of Annex 1).

| mplementing the Codes -- A Portfolio of Tools”

Firmsuse a variety of tools
to implement their
commitments and to comply
with laws.

This section looks at how the
codestreat a range of
compliancetools -- executive
commitment and other
hierarchical controls,
whistle-blowing facilities,
compliance officers and
external verification.

The paper looks at two types
of code: those addressed to
employees of the company
issuing the codes and those
addressed to subcontractors
and suppliers.

Business activity in the area of legal and ethical compliance programmes
has not been limited to formulation of commitments. Managerial know-
how on implementing commitments has been accumulating, within the
business community, in the NGO sector and in governments.  An
examination of the 118 individua company codes in the inventory
indicates that firms use a portfolio of management tools in order to
implement their commitments and to comply with law.

This section looks at the tools that companies use to trandlate code
commitments into day-to-day business practice. The compliance tools
examined here include: internal monitoring, reports to Boards of
Directors, use of compliance manuals, whistle-blowing facilities,
signatures of Directors, training, periodic compliance reviews by
managers, employee sSignatures, disciplinary action and active
communication and external verification. Financia reporting and record
keeping (normally done as part of firms broader financia control
functions) are also counted as an implementation measure when they are
explicitly referred to as such.

The analysis presented here divides the inventory of company codes into
two sets -- those in which the company makes commitmentsin relation to
its own activities and those where the company states what it expects of
its business partners (mainly suppliers). Among the 118 company codes,
96 express commitments about the company’s own behaviour and 22
codes provide guidance to suppliers. The results of this anaysis are
presented in Figures 4a and b (for the company codes) and Figure 5 (for
supplier codes). Figures 4a and 4b show the frequency of mention of
compliance tools in the total sample and in codes making two types of
commitment: fighting bribery (44 codes) and environmental stewardship
(72 codes)

2 Further detail on results and methodology may be found in Annex of this paper.

3 Notice that there is some overlap between the set of bribery codes and the set of environmental codes; that
is, some codes mention both issues.

10



Figure 4a. Implementation in the 96 codes of conduct addressed to employees
(Percentage of codes mentioning a particular implementation measure)

100% -
OBribery
90%  —
M Environmental stewardship
80% OAIl 96 codes
70%
60% - —‘
50%
40% -
30% - _‘
20% T
10% +—f
0% T T T
Financial records Compliance Codes signed by Internal monitoring Existence of Appointed Use of compliance
and accounts  discussed (record Executive Officers whistle blowing  compliance officer manuals
keeping excluded) facility or committee
Source: OECD
Figure 4b. Implementation in the 96 codes of conduct addressed to employees
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Figure 5. Implementation measuresin the 22 codes of conduct addressed to suppliers
(Percentage of codes mentioning a particular implementation measure)
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The company codes mention Figures 4a and 4b suggest that companies use a variety of management

a variety of compliance
tools. They use different
compliance strategies for
different commitments.

The supplier codes
emphasise a different
cluster of compliance tools.
The use of threats -- e.g.
terminating the business
relationship -- iscommon in
these codes.

techniques in order to respect their commitments and that these
techniques vary by type of commitment. As shown in Figure 4a, 32 per
cent of al company codes discuss implementation in one way or another.
Combating bribery is the most “implementation intensive”’ issue -- anti
bribery codes are more than twice as likely to discuss implementation as
the average code. The bribery codes aso show a distinctive pattern of
deployment of the compliance tools examined. They are much more
likely than non-bribery codes to mention financial records and accounts as
an implementation measure and they are more likely to mention a range
of more specific internal measures (e.g. internal monitoring, whistle-
blowing, etc.). External monitoring is the least used implementation
technique examined -- only two per cent of the company codes mention
it. .

The 22 supplier codes in Figure 5 show a very different pattern of
implementation. These codes primary focus is labour standards in
connection with retailers' outsourcing activities in production sites not
owned by the company. The most common measure is threat or
“reference to punitive action” (mentioned in 73 per cent of the codes).
This means that the code threatens some adverse economic consequence
(usualy termination of contract) if the code is hot complied with.

12



The supplier codes areten
times more likely to mention
external monitoring than
the company codes.

In summary, thereisno
“one-size-fits-all” approach
to implementation.

The supplier codes are more likely to mention external monitoring by
parties not involved in the supplier's day-to-day operations. Such
monitoring is mentioned in 23 per cent of the supplier codes. This is
monitoring by an organisation that is “independent” of both the issuing
firm and the supplier (e.g. for profit auditing companies or NGOs).
Generdly, the codes do not state that such monitoring will be done, rather
they reserve the right to do so.

In summary, this analysis shows that firms do not use a“ one-size-fits-all”
approach to implementation and that they tailor implementation measures
to the type of commitment. A wide portfolio of management tools is used
and expertise in the use of these tools is needed to implement ethical and
legal compliance programmesin different business contexts.

Management Systems and Reporting -- Focus on the Environment*

I mplementing alegal and
ethical compliance
programme can be a
formidabletask. This
section looks at companies
environmental practices.

The data sets used here
include a database covering
over 1600 European
companies and 100 non-
member Asian companies.
A different data set on
Japanese companies
environmental practicesis
also presented.

Implementing a corporate compliance programme can be a formidable
task requiring considerable managerial know-how. Normally all aspects
of the firm’s operations will be affected -- structure of responsibilities,
hiring, record keeping, incentive systems, external communications,
training, production, lega services, emergency preparedness, etc. This
section looks at how common such practices among European, Japanese
and non-member Asian companies. It sheds light on the frequency of
adoption of various environmental management and reporting practices
and compares practices across countries and sectors of activities.

This discussion of European companies presents aggregations of data
from an existing database on environmental management and reporting
practices (the environment module of the EIRIS’ database, which uses
only publicly available information) covering over 1600 publicly traded
companies in Europe. This discussion focuses on the firms in this
database (numbering over 500) that operate in “high environmenta
impact” (HEI) sectors such as chemicals, air transport and forestry. The
Secretariat has duplicated the EIRIS methodology and created another
database on a matched set of companies in high environmental impact
sectors from non-member East Asian countries. The Secretariat has also
aggregated survey data on corporate environmental practices in Japan
compiled by the Asahi Foundation. All three databases cover firms
environmental commitments, environmental management practices and
environmental reporting.

4 A more detailed discussion of the study of European companies can be found in Annex 3, while the study
of the non-member Asian companies is discussed in Annex 4 . The study of Japanese companies, which
uses a different methodology than those of the European and non-member Asian studies, is described in

Annex 6.

5 EIRIS, the Ethical Investment Research Ingtitute, provides data used by ethical investors to evauate
individual company performance in a variety of ethical areas. EIRIS is based in the United Kingdom and
covers European firms. The OECD Secretariat performed the aggregation of EIRIS' s firm-level data into
sectoral and national groupings.
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The analysis suggests that
75 per cent of the high
impact firmsin the sample
publish environmental
Statements.

Firms sometimes use formal
environmental management
systems. Use of such

systemsis extremely high in
northern Europe, but lowin
some other parts of Europe.

The statistical results for the HEI firms in Europe are shown by country
and by environmenta practice (statement of environmental commitment;
formal environmental management system; reporting). Seventy-five per
cent of the HEl firms in the EIRIS sample publish a formal
“environmenta policy statement” (i.e. a type of detailed code of conduct
setting forth the company’s commitments for its environmenta
performance). The equivalent figure for al firms (high and low impact)
is 42 per cent. All HEI companies from Sweden, Belgium and Norway
issue policy statements, whereas less than 30 per cent of the Greek HEI
companies do (Figure 6).

Companies sometimes use a formal environmental management system to
help achieve their environmental commitments.
Fifty-two percent of the HEI firms have such a system (Figure 6). The
data point to wide differences among countries in the rate of
implementation of such systems. Countries whose HEI companies have
high rates of EMS implementation are Sweden (93 per cent of HEI
companies), Finland (89 per cent), and Germany (82 per cent). Countries
whose high environmental impact companies have relatively low rates of
adoption include Greece (7 per cent) and Ireland (10 per cent).

14
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Standard environmental
management systems are
available. M any European
companies use such
standards, but a third of
them usetailor-made
systems.

An important development in this area in recent years is the marked
progress made in standardisation of environmental management systems
(EMS). Two main EMS standards are available -- 1SO 14001 and
European Union’s Eco-Management and Audit Scheme (EMAS). The
purpose of management standards is to lower the cost of implementation
for companies (since they can take a management system “off the shelf”)
and to increase the credibility to external stakeholders of firms' efforts to
achieve appropriate environmental standards (since their environmental
practices are then recognised as being standard). The disadvantage of a
standard is that it may not be wdl suited to a firm's individua
management problems or style. The data show that the majority of firms
using an EMS use an EMS standard (ISO or EMAS), while 34 per cent
use only tailor-made systems (Figure 7).

Figure 7. Standardised EMAS and |1 SO 14001 versus Tailor-made EM S sin Europe

EMAS only
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(as a percentage of all companies with EMS s)

EMAS and
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Source: EIRIS and OECD

Environmental reporting is
the least common
environmental practice.

Environmental reporting is the least common among the three main
practices studied. Forty one per cent of the HEI firms publish a stand-
alone report on their environmental performance. Figure 6 suggests that
significant differences exist between countries in the area of
environmental reporting by HElI companies. Countries whose HEI
companies are likely to publish stand-alone reports include Sweden (64
per cent), Finland (56 per cent) and Switzerland (50 per cent). In Ireland
and Greece, none of the HEI firms produce stand-alone reports.
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The EIRI S methodology has
been duplicated for a sample
of 100 publicly traded non-
member Asian companies.
Theresults show quite
advanced environmental
management practicesin
some Asian non-member
countries.

OECD-based companies are not the only firms involved in the adoption
of advanced environmental management practices. The Secretariat
duplicated the EIRIS methodology for a matched sample of 100 high
environmental impact companies based in five non-member Asia
companies (Indonesia, Malaysia, Philippines, Chinese Tapel and
Thailand). Note that, as with the EIRIS database, the nationality of a
company depends on the stock exchange where its shares are quoted (in
both cases, foreign ownership is often high). The results show
reasonably high rates of adoption of such practices, especially in Chinese
Taipei and Thailand for EMS adoption (Figure 8). These numbers place
the rate of corporate adoption of formal EMSs in those two countries at
only dightly lower than in the United Kingdom and France. An
interesting difference between the Asian and European samples is the
much higher reliance of Asian firms on standardised environmental
management systems. All of the firms with an EMS in the Asian sample
are certified for ISO 14001 (that is, none of the Asian firms use a tailor-
made system).

Figure 8. Environmental management practices of non-member Asian companies
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A survey-based data source
suggests that Japanese
companies have high rates
of adoption of advanced
environmental management
and reporting practices.

The Secretariat has aso looked at the environmental practices of
Japanese companies by aggregating survey data compiled by Asahi
Foundation. The methodology underpinning this data is quite different
than that of the two studies reported above (see Annex 6 for discussion)
and so comparisons should be made with caution. However, the data
suggests that Japanese companies have very high rates of adoption of
advanced environmental management practices. 78 per cent of the
companies publish a statement of environmenta policy, 58 per cent have
one or more units certified for 1ISO 14001 and 54 per cent publish
information on their environmental performance. One striking feature of
the Japanese data is that it shows less difference between companies
operating in high- versus low- environmental impact sectors than is
typical of European companies.

Governments Rolesin Influencing These I nitiatives

OECD governments have
played important and varied
rolesin influencing these
privateinitiatives.

One of the most important
ways that governments have
promoted voluntary
initiativesis by explicitly
incorporating theminto
their regulatory enforcement
strategies.

Although the business initiatives discussed here are essentially private,
they are influenced in various ways by the broader environment --
cultural, socia, legal and political -- from which they emerge (Punch
1996). Public policy shapes this environment and is part of the
ingtitutional framework that influences firms voluntary initiatives. A
survey of corporate environmental programmes in Asia, Europe and
North America attests to this diversity of influences. Companies in all
three regions named domestic legislation as the most important influence
on their environmental management practices. This was followed by
“legal actions’, environmental accidents and host country legislation
(survey cited in Kolk (2000)). Annex 5 to this document discusses the
ways OECD governments shape these initiatives. The policy areas
covered are regulatory enforcement, criminal law enforcement, tax policy
and policies affecting intangible capital (especialy higher education).

One of the ways that governments have promoted the adoption of
corporate voluntary initiatives is by explicitly incorporating them into
their regulatory strategy (OECD 1997). This strategy recognises that
firms and their employees are often best placed to identify non-
compliance with regulation. Under this approach, incentives are created
to encourage firms to participate and to become, in effect, the first line of
enforcement of public policy. Examples include the European Union’s
environmental enforcement strategy (involving EMAS) and the United
States' co-operative programme in occupationa health and safety. Other
examples have been noted in food safety and truth in advertising (see
OECD 1997) and in reduction of toxic chemica releases (Arora and
Gangophadhyay (1995).

18



They also use them in their
enforcement of corporate
criminal law.

Some gover nments also offer
advantageous tax treatment
to the NGOs that have
played important rolesin
promoting these initiatives.

Governments have also
contributed to the
development of intangible
capital -- mainly expertise
and standards -- that are
crucial to these private
initiatives.

A closely related development can be found in enforcement of corporate
crimina law. Severa OECD members have explicitly incorporated
consideration of companies compliance and risk management practices
into their approaches to punishing and correcting illegal corporate
activity. Some countries refer to corporate compliance practices in their
sentencing guidelines for corporate crime. A company that can show it
exercised due care in avoiding crimina misconduct by its employees
may receive less severe punishment than a company that cannot show it
took reasonable measures to discourage misconduct. Examples are found
in Australia (especially competition law), Canada (competition law) and
the United States (Federal Sentencing Guidelines). These programmes
create powerful incentives for firms to implement forma compliance
practices and management systems of the type discussed in this paper.

Compliance with crimina law and regulation is not the only factor
influencing corporate initiatives -- they also respond to public concerns
about the economic, social and environmental impacts of business
activities. In recent years, NGOs have assumed an increasingly high
profile role in the public debate on the activities of multinational
corporations. NGO activity in monitoring and shaping business conduct
has been diverse. It has included monitoring of the activities of some
multinational enterprises and conducting public campaigns against those
activities that are deemed to be inappropriate. They have also issued
model codes of conduct (often in co-operation with the business
community) and have provided expert advice in the field on manageria
and strategic issues in the area of corporate responsibility. Some OECD
governments have indirectly promoted these activities by offering
favourable tax treatment to NGOs fund-raising efforts.

Governments also have contributed to the accumulation of intangible
capital that is important in this area. They have contributed to the
development of management and reporting standards (e.g. they
contributed expertise when the I1SO 14000 series of environmental
standards was being developed). They have promoted the accumulation
of human capital through their systems of higher education which now
offer special course work and degree programmes in various field of
corporate ethics and compliance. They have contributed to broader
thinking in this area by promoting specific initiatives (e.g. the Apparel
Industry Partnership in the United States and the Ethical Trading
Initiative in the United Kingdom) and by creating information services
designed to promote “best practice’” (e.g. in the European Union,
Australiaand Canada).
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Principal Findings

Scope and detail of commitments made in codes.

Viewed as a whole, the 246 codes in the inventory cover the three components of the sustainable
development agenda -- the codes contain a detailed set of commitments relevant to the economic, socia
and environmental welfare of the societies in which they operate. The commitments cover a vast array of
issues including core labour standards, environmental stewardship, human rights, disclosure, corporate
governance, public safety, protection of privacy and consumer protection. Labour relations and
environmental stewardship are the most common broad issue areas covered in the codes.

Uniformity of approach to commitment.

Although the code inventory shows the firms are making commitments in an array of issues, it also
suggests that there islittle uniformity in their approach to commitment, even in relatively narrowly defined
issue areas. The bribery codes show major differences of approach to basic features of commitment --
parties to bribery (public officids, private operatives or both?), gift-giving and entertainment (e.g.
reasonable, accepted by local culture?) and political activity. Likewise, the codes dealing with labour
relations among suppliers to the branded apparel industry (i.e. codes issued by garment retailers with a
well-known brand) all mention the prohibition of child labour, but their treatment of other basic human
rights within the workplace is variable (e.g. some mention freedom of association and others do not).

I mplementation of codes of conduct

An examination of the 118 codes issued by individual business shows that many of them discuss
implementation of commitments. Many different compliance or implementation tools are in evidence in
the codes -- commitment by top executives, creation of a compliance office, training, employee signatures,
interna audits, external audits, threats of punitive action, whistle-blowing facilities and record keeping.
The codes in different issue areas differ in the frequency with which they discuss implementation. The
bribery codes are twice as likely to discuss implementation as the environmental codes. The analysis aso
suggests that companies use different mixes of tools to deal with different implementation problems. In
bribery, the most common tools are financial records, internal monitoring, and whistle blowing. In codes
addressed to suppliers (usually focusing on labour issues), the most common tools were threat of punitive
action (termination of the supply contract) and internal and external monitoring.

20




Advanced management and reporting practices -- European, Japanese and Asian Companies.

A data set covering the environmental practices of over 400 publicly traded European companies operating
in high environmental impact sectors was analysed in order to determine how common various advanced
environmental management and reporting practices are. A matched sample of 100 hon-member Asian
firms was aso developed and analysed. The analysis of the European companies suggests that over fifty
per cent of the sample has a formal environmental management system and that EMS are extremely
common in some countries (especialy in northern, continental Europe) and not common at al in others
(Ireland and Greece). Reporting of environmental performance was the least common environmental
practice -- about 60 per cent of the Swedish high-impact companies publish a stand-along report, whereas
none of the Irish or Greek companies in the sample do. About twenty per cent of the non-member Asian
high environmental impact companies have a forma management system and about 10 per cent of them
issue a stand-alone environmental report. Results for Japanese companies suggest that Japanese companies
have very high rates of adoption of environmental commitment, management and reporting practices and
that they have astrong preference for standardised management systems such as SO 14001.

Theimportant and varied roles of governments.

The corporate responsibility initiatives studied here are private and voluntary, but have nevertheless been
influenced by numerous government policies. Perhaps the most important of these is the incorporation of
private compliance initiatives into the public enforcement strategy for law and regulation (e.g. in
environment, occupational safety, competition law). This is sometimes done in ways that create powerful
incentives to undertake such initiatives. Some governments have influenced corporate responsibility
initiatives indirectly by providing tax expenditures (and occasionally direct subsidies) to the NGO sector,
which has played diverse roles in these initiatives. Governments have also engaged in moral suasion to
encourage companies to participate in particular initiatives and have contributed expertise and promoted
the accumulation of human capital in this area.

21




References

Arora, S. and S. Gangopadhyay (1995) “Toward a theoretical model of voluntary over-compliance”
Journal of Economic Behaviour and Organisation. Volume 28.

Cohen, Mark A (1999) "Monitoring and Enforcement of Environmental Policy,” International Y earbook of
Environmental and Resource Economics, Volume |1, edited by Tom Tietenberg and Henk
Folmer; Edward Elgar publishers.

Conference Board (1999), Globa Corporate Ethics Practices: A Developing Consensus. Research Report
1243-99-RR (prepared by Ronald E. Berenbeim), 53 p.

Conley, John and William O’ Barr (1997) “Crime and custom in corporate society: A cultura perspective
on corporate misconduct” Law and Contemporary Problems (Summer).

Fayers, 1998, ‘Environmental Reporting and Changing Corporate Environmenta Performance’,
Accounting Forum, Vol. 22(1): 74-94.

Gordon, Kathryn and Mako Miyake (2000), “Deciphering Codes of Conduct: A Review of their
Contents.” Working Papers on International Investment, Number 99/2, October.

Guimaraes, T. and Sato, O. (1996) ‘Benefits of Environmental Stewardship: comparing US and Pacific
Rim Companies’, Journal of Transnational Management Development, Val. 2(3): 59-80.

Henriksen, J. (2000) ‘ Shades of Green’, Environmental Protection Magazine, Vol. 11(4): 56.

Hunt, C.B. and Auster, E.R. (1990) ‘Proactive Environmental Management: avoiding the Toxic Trap’,
Soan Management Review, Vol. 31(2): 15-26.

Jackson, Kevin (1997) “Globalising Corporate Ethics Programs. Perils and Prospects’. Journal of
Business Ethics. Number 16.

Jones, L.R. and Badwin, JH. (1994) Corporate Environmental Policy and Government Regulation,
Greenwich: Jai PressInc.

Ko, E. (1997) * Setting the standard’, Asia Business, 1 November.

Kolk, Ans (2000) Economics of Environmental Management. Financial Times/Prentice Hall.

Post, JE. and Altman, B.W. (1992) ‘Models of corporate greening: how corporate social policy and
organisation learning inform leading-edge environmental management’, Markets, politics and
social performance, research in corporate social performance and policy, Vol.3: 3-29.

Pujari, D and Wright, G. (1999) ‘Integrating Environmental issues into product development:

Understanding the Dimensions of Perceived Driving Forces and Stakeholders’, Journal of
Euromarketing Vol. 7(4): 43-63.

22



Punch, Maurice (1996) Dirty Business. Exploring Corporate Misconduct SAGE Publications. London,
Thousand Oaks, New Delhi.

Roome, N. (1992) ‘Developing Environmental Management Strategies, Business Strategy and the
Environment, Vol. 1(1):11-24.

UNIDO (1997) Implications of International Sandards for quality and Environmental Management
Systems — survey results, Vienna: UNIDO.

Vyakarnam (1992) ‘Social Responsibility: what Leading Companies do’, Long Range Planning, Vol.
25(5): 59-67.

World Business Council for Sustainable Development (1996) Environmental Assessment, A Business
Per spective, Geneva: World Business Council for Sustainable Development.

Gunningham, Neil and Joseph Rees (1997) “Sef-regulation.” Law and Policy. Volume 19. No. 4.
October.

Gunningham, Neil (1996) “Codes of practice: The Australasian Experience’. Executive summary
published by Industry Canada. September.

KPMG (1999) Ethics and Integrity: Business Ethics Survey. http://audit.kpmg.ca/.
Kolk, Ans (2000) Economics of Environmental Management. Financial Times-Prentice Hall.

Liubicic, Robert (1998) “Corporate codes of conduct and product labelling schemes. the limits and
possibilities of promoting labour rights through private initiatives’. Law and Palicy in
International Business. Volume 30.

North, Douglass (1990) Institutions, Institutional Change and Economic Performance. Cambridge
University Press. Cambridge.

Organisation for Economic Cooperation and Development (2000). “Codes of Conduct: An Extended
Inventory” TD/TC/WP(99)56/FINAL.

Organisation for Economic Cooperation and Development. “Codes of Conduct: An Inventory”
TD/TC/WP(98)74/FINAL.

Organisation for Economic Co-operation and Development (1997) Co-operative Approaches to
Regulation, PUMA Occasiona Papers No. 18.

Pfeffer, Jeffrey and Gerald Salancik (1978) The External Control of Organisations. A Resource
Dependence Perspective. Harper & Row. New Y ork.

Purchase, Bryne (1996) “The politica economy of voluntary codes’ Executive Summary Published by
Industry Canada. September.

Scholz, John (1997) “Enforcement policy and corporate misconduct: the changing perspective of
deterrence theory”. Law and Contemporary Problems. Volume 253. Summer.

23



Stiglitz, Joseph (1999)  “Participation and development: Perspectives from the comprehensive
development paradigm.” Unpublished conference paper. Seoul, Korea. February 27.

Slemrod, Joel (1998) “On voluntary compliance, voluntary taxes and socid capital”. National Tax
Journal. VolumeLl. No. 3. September.

Webb, Kernaghan and Andrew Morrison (1996) “Legd aspects of voluntary codes: In the shadow of the
law” Executive Summary Published by Industry Canada. September.

24



