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ver the last decade, the notion

that corporate responsibility is

limited to producing a financial
return for shareholders has been turned
on its head. The main challenge has come
from the sustainability movement causing
a paradigm shift that has altered the way
the role and the responsibility of business
are regarded. A defining feature of this
movement is its “system’s approach” which
offers a way of thinking in terms of inter-
connections, relationships and context.
From this perspective, companies are seen
as one type of actor that both impact on
and are affected by other actors in the
system. This interconnectedness means
that a more diverse range of actors have a
legitimate interest in the company.

These actors are termed “stakeholders”
and include not only shareholders but
employees, local communities, trade
unions, non-government organisations,
national and international governments.
With the increase in number and
geographical spread of multinational
corporations, more and more stakeholders
are located in weak governance zones
where the local authorities are either
unwilling or unable to regulate and police
the national economy in conformity with
internationally accepted standards. This
can leave citizens and the environment
vulnerable to exploitation. Free trade
agreements guarantee business the right
to access new markets and resources within
many weak governance zones. The
sustainability movement argues that this
right must be balanced with greater
responsibility.

The case for greater corporate respon-
sibility is particularly pertinent to human
rights. The term “human rights” is
increasingly used not just in political but
also in business circles and the meaning of
the term in the business context is
becoming more sharply defined. A
number of multi-stakeholder initiatives
have contributed to this process, but the

most explicit link between businesses and
their human rights obligations is made by
the “UN Norms on the Responsibilities of
Transnational Corporations” published in
2003. Based on the Universal Declaration
of Human Rights, the Convention of the
Rights of the Child and the core conven-
tions of the International Labour
Organisation, these Norms “bring
together for the first time in a single
comprehensive and authoritative docu-
ment, agreed international principles
applicable to business”'. Whilst the Norms
re-affirm that primary responsibility for
human rights protection remains with
states and are at present non-binding for
companies®, they have helped put human
rights squarely on the corporate agenda.

Companies can be seen to have both
direct and indirect human rights related
responsibilities. Direct responsibilities
include adhering to international labour
standards relating to equal opportunity,
fair wages, and working hours, ensuring
the safety of processes and products and
making security arrangements that
minimise the risk of violations. Businesses
may be indirectly responsible for, amongst
others, human rights violations committed
by suppliers or contractors and misuse or
inequitable division of revenue accruing
to the government. While violations of
civil and political rights tend to be more
high profile, the denial of economic rights
such as the rights to housing, education
and health is more widespread and in
some ways harder to tackle. Both business
and the international community are
struggling to draw the line between corpo-
rate and government responsibility in
these areas.

While most European and US multina-
tionals already have some activities that
are informed by human rights — policies
on health and safety and diversity, for
example - a small but growing number are
beginning to address the full implications
of their human rights impact. The on-line
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Business and Human Rights Resource
Centre® has compiled lists of organisations
with a company policy that explicitly
mentions human rights issues, and those
that explicitly refer to the Universal Decla-
ration on Human Rights. For some
companies, good ethics has long been at
the centre of the company culture and
ethos but for the remainder there are
strong external incentives to make this
kind of commitment. These are based on
both commercial and social considera-
tions. On the commercial side, companies
may wish to minimise the risk of negative
publicity that could damage their reputa-
tion and brand image and impact on
employee motivation and retention. They
may also see a more ethical approach as a
source of competitive advantage. On the
social side, key benefits might include
decreased social unrest and the accumula-
tion of “relationship capital” which creates
a more enabling environment for business
to operate in.

A key challenge is to widen the circle of
companies addressing their human rights
impact. For the vast majority of compa-
nies, neither the business nor the
sustainable development case outlined
above are strong enough alone to provide
any real incentive at present. Many
companies would not accept the basic
premise of corporate citizenship or
perceive any downside from their current
approach, particularly if their impact on
human rights is indirect or not obvious
and their financial performance is good.
Under these circumstances, such compa-
nies neither experience external pressure
to change, nor develop the necessary

internal impetus. Rather than continuing
to rework the business case, a stronger
argument might be to encourage compa-
nies to look at its competitors actively
pursuing more ethical business practices.
A company’s competitors are its peer

group
frequently a more potent influence on

and, “corporate example is
other companies than NGO preaching™.
It is partly with this aim in mind that
this report was undertaken. The report
gathers together the experience of eight
companies, across a range of sectors that
have invested resources in addressing
their human rights impact. The report is
based on research and interviews under-
taken between December 2003 and April
2004. Some case-studies focus on a specific
project or policy area that is relevant to the
company and where significant progress is
being made. Others offer a more general
overview of the company’s human rights
related policies and approach. The main
objective of the report is to provide a
corporate readership with information,
not only on what policies and manage-
ment systems are in place, but also how
they were achieved. By taking stock of
good practice and the challenges currently
faced by companies leading the applica-
tion of corporate responsibility principles,
it is hoped that this report will foster
debate about how to make progress at the
implementation level, both for companies
that have begun to look at their corporate
responsibilities in a broad context and for
those that have yet to join the circle. B

1 CSR Europe (October 2003) Q&A session on UN Norms on the Responsibility of Transnational Companies with Sir Geoffrey Chandler, Professor Klaus Leisinger, Professor

Alan Miller, Chip Pitts, Sune Skadegard Thorsen. [www.csreurope.org/whatwedo/unnorms_page5097.aspx]

2 UN proposals to make multinational groups legally liable for breach of the Norms were discussed with member states on 15 March 2004. If accepted, this would shift the

Qe

responsibility in international law for human rights away from government and onto companies for the first time in history. Business lobby groups are generally strongly

opposed to this move.

3 www.business-humanrights.com



The Business and Human Rights Management Report

ABB

Company background

ABB has undergone considerable struc-
tural change in recent years. Since the late
1990s, ABB has moved out of the energy
generation business and divested diverse
interests in insurance, banking, cogenera-
tion and hydropower. The Oil, Gas and
Petrochemicals division is also slated for
divestment. In 2002 ABB streamlined its
divisional structure to focus on two core
businesses: Power Technologies and
ABB now

focuses on the provision of infrastructure

Automation Technologies.

that carries energy from producers to
consumers, particularly electricity

In 2002 many analysts were predicting
that ABB was on the brink of collapse, due
to the asbestos claims made against its US
subsidiary Combustion Engineering. A
settlement reached last year enabled the
company to draw a line under the
asbestos drama.

The ABB Group was formed in 1988
when the Swedish ASEA and the Swiss BBC
Brown Boveri merged under the name
ABB. The company has its headquarters in
Zurich, Switzerland and employs about
140,000 people in more than 100 countries
and 600 facilities.

About this case-study

ABB has a direct role in human and
economic development arising from the
nature of its business, providing electricity
infrastructure. In 2002, ABB launched its
Access to Electricity Initiative to speed-up
electrification in poor rural areas in devel-
oping countries. This Initiative provides
the focus of the second part of the case-
study.

First, the case-study considers ABB’s
human rights” impact and the emergence
of human rights on the company’s formal
corporate agenda in 1999. It goes on to
discuss the development of a Sustainability
Affairs
management of both the company’s envi-

function which incorporates

ronmental and social performance. The

creation of a Corporate Social Policy
through a series of stakeholder dialogues;
and the implementation of that policy
through training and internal and supply
chain management are then examined.

ABB’s human rights impact

Human rights impact of former
hydro-electric division

ABB’s
aroused the strongest criticism from a

former hyrdo-electric division
human rights perspective. In the 1990s, the
ABB Group faced sustained campaigns by
environmentalists and human rights advo-
cates against its involvement in various
hydro projects, notably the Three Gorges
Dam in China and the Bakun Dam in
Malaysia. The main human rights issues
relate to the forced relocation of indigenous
people — 1.3 million in China and 10,000 in
Malaysia. ABB argued that dams offer a
cleaner alternative to highly polluting coal-
fired power stations.

Following the successful campaign
against the Bakun dam, several NGOs’

ABB

commissioned a report in 1997 to review
the long-term financial viability of ABB's
power sector strategy. Entitled High Risk-
Low Return, the report forecast a shrinking
hydropower market for companies such as
ABB due to social and environmental
protests and a lack of private and public
finance. The NGOs ensured that the
report's findings were circulated to key ABB
analysts, major ABB shareholders and
financial journalists and mounted a share-
holder resolution at ABB's 1998 Annual
General Meeting. Partly as a result of this
pressure, and partly on the basis of an
overall market analysis, ABB decided to sell
its hydropower division in March 2000.

Priority human rights issues

In 2001-02 ABB conducted multi-stake-
holder  dialogues
organisation to evaluate the company’s

throughout  the

social policy and identify which issues it
should focus on. The three priority issues
identified were:

Health & safety

Diversity

Supply chain management
Since then, ABB has carried out most work
on health safety and some work on supply
chain management. No significant meas-
ures have been taken to encourage greater
diversity as yet.

How ABB supports sustainability

Ecoefficient products

e [nnovative R&D programs

¢ Life Cycle Assessment
LCA

e Environmental
declarations
for core
products

Economic

Environmental
performance

ABB’s environmental performance
¢ |SO 14001 in place (in almost all sites)
¢ Continuous improvement

performance

Sharing technology

® 45,000 employees in
developing countries

e Majority stake in all
operations

ABB’s social
performance

e Social policy

e Stakeholder dialogue

Social
Performance

Contribution to common efforts
e Access to electricity

e WEC 1 Gton pilot program

e AGS China Energy program

5 The Berne Declaration, a Swiss NGO, and the Swedish Society for Nature Conservation (SSNC) were amongst the organisations that campaigned against the Bakun dam.
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Human rights impacts of core business
ABB’s divestment of its hydro-electric divi-
sion removed a key aspect of ABB’s
potential impact on human rights.
However, ABB continues to have a direct
role in human and economic development
arising from the nature of the business,
providing electricity infrastructure. This is
discussed in greater detail as the ‘focus
topic’ of this case-study.

Historical background of ABB’s
engagement with human rights

As a Swiss and Swedish company, ABB
assert that they come from a culture of
corporate responsibility. With a highly
decentralised business model, different
countries of operations were engaged in
social issues independently of one
another until 1999 when ABB decided to
develop a company-wide social policy. A
driving force, according to executives at
ABB, was the personal interest of CEO
Goran Lindahl (1997-01) who had many
years experience working on infrastruc-
ture projects in developing countries in
Latin America and Asia. Mr Lindahl took
a leading role in the Global Compact in
the late 1990s as special advisor in charge
of recruiting corporate participation. He
set the course to develop a social policy,
the obvious missing piece in ABB’s
approach.

In 1999, ABB conducted a study in six
countries (Brazil, China, Egypt, Poland,
South Africa and Switzerland were
selected as a representative sample of
ABB’s operations) to uncover what social
initiatives the company was involved in
the different countries. The study
assessed engagement in social issues at
three levels: among employees and fami-
lies, in the local community and in society
at large. The studies, particularly in Brazil
and South Africa, found that social
programmes were already underway
which covered aspects that were later
included in the company-wide social
policy.” Managers at corporate centre real-
ized they were not starting from scratch
but continuing a natural progression: “We
were knocking on open doors”, recalls
ABB’s Head of Sustainability Affairs
Christian Kornevall.

Management structure

After taking part in the creation of the
World Business Council on Sustainable
Development at the Rio Earth Summit in
1992, ABB’s then CEO set up an environ-
mental affairs organization to manage
ABB’s environmental impact. In 1993
thirty-eight countries participated in the
launch of an environmental management
program, with a network of environmental
controllers appointed for countries and
factories. Over the next few years, ABB
developed the environmental manage-
ment programme, and in 1996 adopted
the ISO 14001 environmental management
standard.

With an environmental management
network already in place, ABB was able to
incorporate management of social issues
from 1999 without major structural
changes or assistance from external
consultants. “We could reach into this envi-
ronmental network and turn it into a
sustainability network without too much of
a problem”, says ABB’s Head of Sustain-

ABB

ability Affairs Christian Kornevall. There
are now 500 people working in Sustain-
ability Affairs in total, though not all
full-time - largely, they are ABB quality or
production engineers, or health and safety
officers, who have sustainability as an addi-
tional function.

Today, South Africa has become ABB’s
most advanced national operation in terms
of sustainability. “There is something about
the environment here that makes it logical
that this should be the case. With the tran-
sition to democracy, perhaps the South
Africans have been able to really appre-
ciate what is important, to adopt a holistic
approach to development, the environ-
ment and people”, suggest Mr Kornevall.

Group Function - Sustainability
Affairs

At the heart of the organisation is the
Group Function - Sustainability Affairs
which governs ABB’s whole sustainability
management programme, including envi-
ronmental, social and health and safety

EC
Executive

commitee
member

SAP
Stakeholder
Advisory Panel

F - SA
GF - S . BA CRC
CM Group Function :
L Business Area Corporate
Country Managers Sustainability
) Manager Research Center
Affairs
[
I I
R-
cSC BA-SL Cgr oSr:te
Country Sustain- BA Sustainability P .
ability Controller Liaison e
y ability Support
[ [
o . OCSJH:':\iinaI
Environmental Local Sustainability P
. ) Health & Safety
Specialist Officer
Manager

6  Details of the findings of the studies are included in ABB’s Sustainability Report 2000.
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matters. The team coordinates group-wide
common effort programmes with a present
focus on “Access to Electricity,” and
commissions auditing programmes to
verify the ABB Group is in compliance with
its sustainability commitments

Stakeholder Advisory Panel

The Stakeholder Advisory Panel is a top-
level panel of independent experts,
meeting once or twice a year, or on
demand, to offer objective advice on ABB's
sustainability management program and
on sustainability issues relevant to ABB's
activities. The Panel is chaired by ABB’s
CEO or by an Executive Committee
member. It replaces the previous Sustain-
ability Advisory Board (1992-2001) and
has the advantage that members are
selected ad hoc for each meeting according
to their individual specialities to address
the particular topics for discussion. “We
wanted to move from an old-style advisory
board to a more flexible, high-level stake-
holder discussion” explains the Head of
Corporate ~ Communications,  Bjorn
Edlund. Attending the stakeholder panel
held in 2003 were representatives from the
ILO, World Business Council on Sustain-
able Development, World Conservation
Union (IUCN), Amnesty International
Business Group, IMD (a Swiss business
school), plus one major customer and one
major supplier. Thus only non-financial
stakeholder groups were included. The
topic of discussion was ABB’s sustainability
report which had been sent out in advance.
For the 2004 Panel, ABB is considering
taking up one or two specific issues,
possibly the company’s Access to Electricity
initiative (see box) or aspects of supply
chain management.

Country Sustainability Controller

At the country level is the Country Sustain-
ability Controller (CSC), previously just the
environmental controller. There are a total
of 46 country sustainability controllers
responsible for establishing and communi-
cating ABB’s social and environmental
policies, programs and procedures to all
facilities within their countries. It is up to
the CSCs, for example, to develop country-
specific ~ education  and  training
programmes. They also commission inde-
pendent social and environmental audits,
and prepare performance reports. This

information, stored in a database, is the

foundation of ABB’s reporting system.

The work of the Country Sustainability
Controller (CSC) begins with a business
plan sent from headquarters laying out a
framework of objectives and activities to
pursue in the environmental, social and
communications fields. Based on this
framework, the CSC draws up a plan rele-
vant to his country, including details of
resource requirements and at least one
stakeholder dialogue meeting similar to
that at corporate level. The CSC would
typically work with a colleague in Human
Resources or the Communications
Controller, and also with people in produc-
tion in the factories. Once the plan is
agreed with headquarters, the Country
Manager takes on responsibility for
meeting the sustainability objectives which
are then incorporated into his annual pay-
related performance objectives.

These plans are drawn up on an annual
basis with a review after six months. All the
information is stored on computer to make
it easier for auditors to verify the sustain-
ability report later on.

Policy development

Creating a corporate social policy
External feedback prompted ABB to begin
developing a corporate social policy. The
company came first in its industry in the
Dow Jones Sustainability Index in 1999 but
the result also sparked ambition to develop
a social policy, an aspect not covered by the
Index. As a highly decentralised company,
ABB had neither a company-wide social
policy nor systems for recording relevant
data, such as health and safety. As the
company was already in the process of
transforming the environmental network
into a sustainability network, developing a
written social policy and systems for moni-
toring performance seemed logical further
steps.

To carry out this project Mr Kornevall
put together a steering committee
comprising the heads of the respective
Group Functions — Human Resources,
Corporate Communications, Sustainability
Affairs, Supply Management and Legal
and Compliance. They first carried out a
quick benchmark of other companies’
social policies. This included Shell, known
to be working on social issues, several
companies in Scandinavian countries
considered forward-thinking on social

matters and companies in Switzerland
because this is where ABB is based.
Ongoing discussion with the newly formed
Global Compact was a source of guidance,
but the team had no help from external
consultants: “Actually, we’re quite proud of
dreaming up the policy ourselves”, says Mr
Kornevall. He is quick to add that
managers on the team did have relevant
experience.

A year later in early 2001, the team
agreed on a first draft of the social policy.
It included thirteen principles which
define the company’s standards and goals.
The principles were drawn from four
sources: the United Nations Universal
Declaration of Human Rights, the Interna-
tional Labor Organization’s fundamental
principles on rights at work, the OECD
Guidelines for Multinational Enterprises,
and the Social Accountability 8000 (SA
8000) standard. There was some difficulty
in narrowing down the number of princi-
ples to thirteen but on the whole, the
process ran smoothly.

This first version of ABB’s social policy
was endorsed by the executive committee
and published in February 2001 to stand
alongside ABB’s environmental policy,
itself nearly a decade old. Simultaneously,
ABB launched a programme of stake-
holder consultation to evaluate the policy.

Launching stakeholder dialogues
Since the first of the policy’s 13 principles
is a commitment to open dialogue with
stakeholders, it seemed fitting to use stake-
holder dialogue to evaluate the policy. “It
was as quite clear that if we believed in
interacting with society around us we
would have to ask them what they thought
about the social policy”, says Head of
Corporate Communications Bjorn Edlund.
Managers also recognized the danger of
“dreaming something up” in meeting
rooms at headquarters that is irrelevant or
simply ignored by the rest of the company.
The 34 countries where stakeholder
dialogues were held were selected to repre-
sent as diverse a range of culture,
geography and development as possible.
Key local managers — the communications
manager, country manager and sustain-
ability manager — were sent an instruction
package. This included information about
how to structure a panel, the kinds of issues
to talk about, how to monitor the discus-
sion and what to report back on. Further

6
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input was also expected to come from one-
to-one meetings, emails and letters.

Two rounds of stakeholder dialogue
have been held to date. At the first round
in 2001, participants were asked to focus
discussion on two main areas: First, does
the social policy cover all the issues it
should? What should be added and which
issues are most important? And how do we
put the social policy into practice? How
can we measure compliance and progress?
After the first round of dialogue, most
countries proceeded to a second round, in
which they were asked to identify the prin-
ciples that should have the highest priority
in their country and those where ABB was
most vulnerable to criticism.

ABB employees, including senior
managers and operational staff, were
always involved in the dialogues. An
average of three external stakeholder
groups were represented at each meeting.
The most common format was a round-
table discussion of between half and a
whole day, with an independent facilitator.

The format of dialogues was very
different in some countries due to cultural
differences. In Asia, for example, dialogues
were held on a one-to-one basis which
seemed strange to management at corpo-
rate level until local managers explained
that stakeholders would not express their
views in a roundtable discussion. In
Austria, a large venue was hired and
employees were invited to watch the stake-
holder representatives hold a debate up on
a stage. In Poland, dialogues were held in
every factory and some at the university.

Due to the implications of the word
“social” the word ethical was used instead.
In the UK, the dialogue was run by a
professional facilitator and very formal.

Revising the corporate social policy

ABB found its experiment in stakeholder
dialogue on a global scale to be highly
valuable. The comments on the social
policy itself will serve as the basis for a
second version of the policy to be
published in 2004.

The social policy is group-wide and, in
line with the consensus view expressed at
the stakeholder dialogues, is not adapted
to local conditions.

Implementation, measurement
and reporting

The steering group responsible for devel-
oping ABB’s social policy, chaired by a
member of the executive committee, also
laid the foundations for implementing the
policy and producing guidelines.

Task-forces develop implementation
guidelines

ABB'’s stakeholder dialogues also attracted
a number of comments on implementation,
measurement and reporting as a result of
which the company has initiated several
projects. ABB has put together task-forces
of managers to develop guidelines on how
each principle should be implemented. To
date, guidelines have been produced for
roughly 8 of the 13 principles. A few guide-
lines on the human resources side have
been postponed until ABB’s new Head of

Social Policy Ownership

Human Resources
Children and young
workers

Freedom of
engagement

Employee Consultation
and Communication

Equality of Opportunity

Mobbing and Discipli-
nary practices

Working Hours
Compensation

Sustainability Affairs
Health and Safety

ABB s Social

Policy

Supply Chain Legal
Management
Suppliers

Communications
ABB in Society
Human Rights

Community Involvement

Business Ethics

Human Resources completes some planned
changes.

Task forces are put together on the basis
of which country or individual manager
has taken a particular interest in the issue,
or according to the relevant function in the
company (see diagram above). Hence the
guideline for the principle on business
ethics was assigned to a team in ABB’s
Legal and Compliance department who
have developed a workshop. The guideline
for the principle on suppliers was assigned
to a team in Supply Management and
Sustainability Affairs. The principles on
ABB in society, human rights and commu-
nity involvement are being covered by one
task-force, comprised of a manager from
headquarters and representatives from
Brazil, France and Sweden who have a
strong personal interest.

The guidelines are developed according
to a set format, starting with an explana-
tion of the principle to which the guideline
refers, followed by the rules for implemen-
tation and key performance indicators.
The depth of the guidelines will vary —
health and safety, for example, will require
a substantial set of documents. For human
rights, ABB would like to incorporate the
UN Draft Norms and, as part of the
Respect Europe initiative discussed below,
is currently working on turning the Norms
into an implementation guide.

The guidelines are still in the process of
being developed. They are purely an
internal working document and will be
made available on the Intranet. No formal
training will be carried out on the imple-
mentation guidelines.

Role of the Country Sustainability
Controller

ABB’s Country Sustainability Controllers
(CSC) coordinate implementation. In 2002
ABB conducted a series of 12 regional
meetings to appraise and train the
company’s controllers in this role.

Based on a framework designed by the
Sustainability Affairs Function at corporate
level, the CSC writes an annual plan laying
out objectives, activities and tasks in the
environmental, social and communications
fields. The plan must be relevant to the
country and include details of required
resources. The CSC is responsible for coor-
different
departments, including human resources,

dinating input from the

communications and factory workers. The
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plan is evaluated by the Sustainability
Affairs Function at headquarters and once
objectives have been agreed, they are incor-
porated into overall annual performance
targets. Progress is reviewed after 6 months.

Training

ABB sees training as an on-going process
that takes place primarily on the job rather
than in a traditional classroom setting.
There are four main ways ABB employees
are trained in social issues which include,
but are not specific to, human rights.

Awareness of social issues is raised
through the Sustainability Report which
follows the triple-bottom-line framework
articulated by the Global Reporting Initia-
tive. This annual report was first published
in 2002. It is translated into 22 languages
and available on the Internet and in hard
copy. ABB stresses that the report is not
just for external use, but also serves to raise
awareness and embed social values within
the company.

The Country Sustainability Controller
(CSC) reports annually on the division’s
performance and impact on social issues.
The feedback loop between the Sustain-
ability Affairs Function at corporate and
local levels forces country managers to be
addressing social issues continuously.

Implementation guidelines are currently
being developed and will be available on the
Intranet.

The only formal training on social
issues is carried out by Country Sustain-
ability Controllers for Local Sustainability
Officers who need to learn about local laws
and requirements.

Managing the supply chain

ABB estimates that it has roughly 9000 key
suppliers. In 2001, there were systems in
place to check suppliers’ environmental
and quality standards, but to incorporate
social standards was an entirely new chal-
lenge. “We hadn’t started to address social
issues and the supply chain in a systematic
way”, recalls Mark Slater in Sustainability
Affairs at ABB. He was responsible for
benchmarking adidas-Salomon’s supply
chain management in China as a best
practice example of how to integrate
sustainability into the Supplier Qualifica-
tion Process (SQM). The advantage of a
benchmarking study, explains Mark Slater,

is that it means you don’t have to reinvent
the wheel and it makes it much easier to
convince operational managers of the
steps the company should take. Adidas-
Salomon 1is the world’s second-largest
sporting-goods company and outsources
production to 570 factories worldwide,
many in the developing world. It has
made considerable progress in supply
chain management and is ranked top in its
sector by the Dow Jones Sustainability
Index.

ABB’s benchmarking study was a three-
part process. It involved initial talks with
regional managers and the head of sustain-
ability at Adidas, providing “a chance for
us to ask questions” says Mark Slater. This
was followed by a week-long site visit of
twoof Adidas’
Southern China to see how things are done

supplier factories in

practically. Finally, running parallel to the
study of Adidas’ management systems,
ABB analysed its own processes with
suppliers to identify where interventions
could be made.

The study revealed a number of areas
where ABB can learn from adidas-Salomon
to ensure suppliers meet the required stan-
dards. These include training buyers,
communicating social policy standards to
suppliers and helping suppliers audit their
performance. ABB has incorporated social
performance criteria, including human
rights performance, into its Supplier Qual-
ification Process (SQP) requirements which
follow the EFQM Excellence Model stan-
dard.” In 2002 ABB produced guidance
materials for supply managers and a stan-
dard training package for buyers. The
company also conducted a more detailed
briefing for the core supply management
team, comprising a Supply Manager from
each country.

In 2003, ABB began to consider how to
identify and ensure sustainability criteria
are met by existing suppliers. It conducted
a pilot assessment process with two other
German companies looking at how to
apply relevant tools to overseas procure-
ment. The pilot project was completed
within the year and ABB is currently exam-
ining the results.

ABB identifies two key challenges in its
supplier management. First, “People in the
business are saying you need to be
prescriptive, for example, don’t invest in

Myanmar”, says Mark Slater. “What you
really need is for the supply chain process
to live in the business.” One conclusion
from last year’s pilot is the need to train
supply and quality managers in social and
environmental issues to embed a sustain-
able approach, particularly as ABB is aware
that it cannot afford to have big assessment
teams. A second key challenge is how to
prioritise the risk presented by different
suppliers.
Mercedes, present a far lesser risk than

Some suppliers, such as

others and the challenge is how to reflect
this reality by building weightings into the
SQM. ABB is working on questions such as
“Are you signed up to the Global
Compact?” to differentiate the risk
presented by suppliers.

Key performance indicators
ABB was criticized because the indicators
used in its earlier report focused on
employee issues. The only external social
indicators were the number of stakeholder
dialogues and the amount spent on chari-
table donations. Since then, the scope of
ABB’s reporting indicators has expanded
to include many of the new indicators
proposed by the Global Reporting Initia-
tive. ABB is against using reporting
indicators that are not in the GRI on the
basis that only by using a common set of
social indicators is it possible to make
comparisons across companies, creating a
useful element of competition.

Each set of implementation guidelines
currently being developed will be backed
up by performance-measuring indicators.

Access to electricity in the context of
human rights

Electricity is an important factor in social
development and the fulfilment of human
rights. More than 1.6 billion people have
no access to electricity - 99% of these are in
developing countries, mainly India and
sub-Saharan Africa. Four out of five of
those living without electricity are in rural
areas. These people are dependent on
traditional fuels such as wood, often failing
to provide for basic human needs of nutri-
tion, warmth and light, let alone the

7 EFQM is a not-for-profit membership foundation which directs the European Quality Awards which recognises organisational excellence at four levels.
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possibility of harnessing energy for
productive uses which might begin to
permit escape from the cycle of poverty.
ABB has developed an Access to Electricity
initiative to grow its long-term business
engagement in the least developed coun-
tries, and contribute to the electrification
of poor rural and semi-urban areas. The
initiative, still in its infancy, is examined in
greater detail below.

Launch of the Initiative

In early 2002, ABB began working on an
Access to Electricity initiative in response
to the UN Global Compact’s appeal to its
corporate signatories to contribute to
economic growth in the world’s least devel-
oped countries. Through this initiative,
ABB will take part in projects which will
contribute to the speed-up of electrifica-
tion in poor rural and peri-rural areas, and
to a more reliable supply of electricity in
many rapidly expanding activities in the
developing world.

The initiative was not long on the
drawing board before its official launch at
the World Summit in late 2002. The idea
originated in ABB’s Sustainability Affairs
function. In March 2002, ABB held a series
of discussions with internal ABB stake-
holders to see if they thought the idea was
feasible. In May the chief executive Jorgen
Centerman endorsed the project and in
June he officially launched Access to Elec-
tricity at ABB’s Sustainability Day in
London. In the same month ABB held a
series of discussions with NGOs, the World
Bank and other development agencies.

A new business model

Following the launch of the initiative at the
World Summit, ABB spent nine months
developing a White Paper examining the
link between rural electrification and
poverty and setting out ABB’s approach.®
The Executive Committee examined the
Initiative “under normal business condi-
tions”, says Christian Kornevall. That is, as
well as providing a social function, the
Initiative is expected to be profitable,
though not to the extent of a normal
project. This is part of a conscious effort by
ABB to develop new business models for
developing countries which are both prof-

itable and contribute to social advance-
ment. In the context of electrification
programmes, the approach supports the
findings of a World Bank report that:
“Contrary to a widespread belief that elec-
tricity tariffs need to be extremely low to
benefit rural people...cost recovery is
probably the single most important factor
determining the long-term effectiveness of
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rural electrification programs”.

A ‘common effort’

ABB terms the Access to Electricity Initia-
tive a ‘common effort’ because it is a
multi-stakeholder partnership including
other companies, NGOs and development
agencies. In carrying out the Initiative in
Tanzania, ABB is working with public and
private sector organisations as part of the
United
Programme’s (UNDP) Growing Sustain-

Nations Development
able Business Initiative. This is part of a
strategy to work on a smaller number of
more significant projects, moving away
from the “old ABB” style of the 1990s when
a series of micro-projects left no discern-
able legacy. The UNDP is putting together
a steering committee to oversee the
progress of the Initiative and coordinate
the various business/development-oriented
project teams. In November 2003, ABB
and UNDP co-arranged a multi-stake-
holder called
Sustainable Business for Poverty Reduction

workshop "Growing

in Tanzania", attended by 70 participants."
The workshop was a first step in bringing
together public and private interests to get
the initiative underway.

As at March 2004, ABB had built a
generator for the village. As a next step
now that a generator is in place to fall back
on, the company will conduct a feasibility
study to explore a more environmentally
sustainable  wind  power  solution.
According to the WWF, ABB’s partner on
the project, the decision to have a wind
power solution will ultimately be made by
local villagers and the local project team.
This bottom-up approach is intrinsic to the
initiative and ABB’s broader strategy to
foster new business models for use in the
developing world.

WWF International confirms that local
ABB managers are stimulated by the

project and show lots of goodwill and moti-
vation - a key general feature of effective
partnership as it allows the project to
develop a life of its own within the frame-
work of a global collaboration. However,
WWEF also points out that the enthusiasm
of ABB’s Sustainability Function is not
shared
company: “Bits of the company are proac-

necessarily throughout the
tive and others don’t want to hear
anything.” The problem is perhaps that
sustainability or corporate responsibility
departments are still commonly consid-
ered as cost rather than profit centres and
managers have to argue their case within
the company. Individuals in NGOs are
known to face similar difficulties within
their organisation with regard to forming
partnerships with business. In the end,
“Both sides have to stick their necks out”,
says WWE.

ABB is also involved in the 100 Villages
Project in Botswana, which is bringing elec-
tricity to 100 rural communities in that
country. In Uganda, ABB is looking to
develop a project to fit in with a World
Bank scheme which includes other human-
rights related projects, such as an
HIV/AIDS treatment programme. This is
in line with current thinking that to be
sustainable, rural electrification should be
part of broader development programmes
such as those concerning water, roads,
health and education.

Analysis and conclusions

In the last five years, ABB has redefined
and repositioned itself to concentrate on a
more streamlined business. Once a
conglomerate, ABB’s activities are now
focused on the provision of energy infra-
structure, particularly for electricity.

ABB’s decision to sell its hydropower
division in March 2000 was significant in
removing the most sensitive human-rights
related aspect of the company’s operations.
Human resources and the supply chain
remain key channels through which ABB
impacts human rights.

ABB has made considerable progress in
its approach to human rights by estab-
lishing a Sustainability Network to address
not just environmental but social issues,
and developing a Corporate Social Policy

8 The Access to Electricity White Paper is available on ABB’s web site.

9 Barnes and Foley, Rural electrification in the developing world: Lessons from successful programs, World Bank Infrastructure Knowledge Base on the Internet.

10 Details of the meeting can be viewed on-line at http://www.tz.undp.org/GSB_pub.html.
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through an extensive multi-stakeholder
consultation process. The case-study exam-
ined key implementation mechanisms,
notably the role of Country Sustainability
Controllers and the task forces currently
developing implementation guidelines.

In 2001, ABB launched its major
human rights related initiative - the Access
to Electricity Initiative. The initiative is
part of a broader strategy to foster new

business models for the developing world
which are both profitable and fulfil a devel-
opment objective.

According to the WWF, an organisation
which has worked in partnership with ABB,
“While other companies make an intensive
effort for a short period, then leave it for a
while and have to come back to it, ABB
plods along slowly but persistently...it is
definitely moving forward”. W
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Company background

Anglo American Corporation was founded
in 1917 by Sir Ernest Oppenheimer with
authorised capital of £1 million, chiefly
raised from UK and US sources — hence the
company name. The Group is today one of
the world’s largest mining and natural
resource companies with operations in 61
countries in Africa, Europe, South and
North America and Australia. In 2002,
turnover amounted to $20,497 million and
financial profit to $1,563 million.

Anglo American extracts, processes and
distributes various materials through eight
independent divisions: Anglo Gold, Plat-
inum, Coal, Base Metals, Industrial
Materials, Ferrous Metals, Paper and Pack-
aging and De Beers. The company has an
internationally diversified exploration
programme and a variety of non-core
industrial interests including manufac-
turing, sugar, starch and glucose products.
These operations are predominantly
located in South Africa and the US.

About this case-study

Anglo American was among the first
companies to consider HIV/AIDS a
management issue, particularly in South
Africa were nearly a quarter of the
company’s workforce is HIV+. Anglo first
began to develop an HIV/AIDS prevention
and management programme in South
Africa in the late 1980s. In 2002, Anglo
extended this programme to include anti-
retroviral therapy for employees and this
year the company’s focus is to widen access
to treatment to dependants, contractors
and communities through a cross-sector
partnership.

The first part of this case-study briefly
considers the development of Anglo Amer-
ican’s overall Corporate Citizenship
principles, and their implementation at
both the Group and local levels. Anglo’s
recently developed Socio-Economic Assess-
ment Toolbox (SEAT), designed to assist
mature operations that have not previously
conducted a social impact assessment, is
considered in more closely.

The second part of the case-study
focuses on Anglo American’s ground-
breaking HIV/AIDS strategy in South
Africa. The development of the policy
from the late 1980s, the six stage imple-
process,  costs
performance indicators are covered in
detail.

mentation and  key

An overview of Anglo’s approach
to managing human rights

Good Citizenship Principles

The Anglo American “Good Citizenship”
principles set out the Company’s view
about the rights and responsibilities of
international companies and how it aims to
conduct its businesses in a responsible and
sustainable manner. The principles cover a
broad range of issues, including an explicit
commitment to the Universal Declaration
of Human Rights. The decision to commit
to these standards was prompted by a
perceived need for consistency across the
Group’s eight stoutly independent busi-
ness units, as well as the desire to be
explicit about company values following
the Group’s restructuring process from
1999. “We could no longer assume that
people would absorb by osmosis the
company’s core values. We needed some-
thing  that was  broader, more
comprehensive, that would tell people
what kind of Group they were working
for”, explains Mr Bickham.

The Good Citizenship Principles were
developed internally over a 21-month
period from late 2000 and are reviewed
every three years. The process began with
general discussion in the FExecutive
Committee and benchmarking was carried
out across the business units. In June 2002,
aworkshop of 50 managers from across the
business units met to offer their input on
what the principles should be. The work-
shop was facilitator-led, and the format was
open discussion based on a questionnaire
handed out previously. On the basis of
discussion at the workshop, a first draft of
the principles was written and sent to divi-

sional heads to be evaluated. A revised
draft was sent back to the board and
approved in late 2002.

Engagement at the group level

In every business unit, a Business Princi-
ples Coordinator acts as the point of
contact for the corporate centre on sustain-
ability issues, including human rights. The
Business Principles Coordinator oversees
the annual divisional Letter of Assurance,
the key compliance mechanism.

Engagement at the local level

During 2002, Anglo American adopted
Community Engagement Guidelines and,
at a local level, nearly every managed oper-
ation has put in place a three-year rolling
Community Engagement Plan.

Anglo has also developed a method-
ology called the Socio-Economic
Assessment Toolbox (SEAT) to assist
mature operations that have not previously
conducted a Social Impact Assessment to
review and manage their positive and
negative impacts.

The SEAT process is intended to help
operations benchmark and improve the
management of their local social and
economic impacts. It mirrors the basic
structure of the more comprehensive
Social Impact Assessment (SIA) but in
contrast to the SIA which is mandatory for
all new operations and a major expansion,
SEAT is directed at mature operations and
is voluntary. It is designed as a tool for
managers (with external support if neces-
sary) to improve social performance. The
three pilots carried out to test the process
required the equivalent of eight weeks of a
person’s time over a three month period. A
summary of the SEAT methodology is illus-
trated below.
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Anglo American

Stage 1 - Profile the Anglo Operation & associated communities and identify key issues

Step A. Profile the Anglo American operation

Step B. Profile the community and dialogue with key
stakeholders to identify key issues

A1 Pro-forma operation profile

B1 Stakeholder identification & gap analysis

B2 Building a basic community profile

B3 Overview of potential issues & possible causes

B4 Guidance on potential approaches to consultation

B5 Overview & guidance on baseline data collection

B6 Summary of issues raised by stakeholders & needs identified

Stage 2 - Identify & assess social and economic impacts & share results of the assessment

Step C. Identify and assess the social and economic impacts
of the Anglo American operation, and assess existing
management measures and social investment
initiatives

Step D. Share results of impact assessment with stakeholders
and get recommendations for management of issues

C1 Identifying Anglo activities that are resulting in social
& economic impacts.

C2 Assessment of issues raised during consultation

C8 How to calculate an operation's value added

C4 Inventory of all payments made to public sector

C5 Calculating total employment generated by an operation

C6 Identifying & evaluating existing community social
investments

C7 Guidance on assessing performance in relation to
corporate level policies

D1 Sharing results of SEAT process with stakeholders

Stage 3 - Develop Management responses to key issues, including planning for eventual closure

Step E. Development of a management and monitoring plan
for key issues, including formulation of KPI's

Step F. Improve the implementation and contribution of
non-core activities

Step G. Post closure planning

E1 Developing a management & monitoring plan
E2 Developing local KPI's

F1 Increasing local procurement & outsourcing to support
local business development

F2 Establishing new community social investment initiatives

F3 Developing human capital

F4 How to set up partnerships

G1 Guidance on closure / planning for the future

Stage 4 - Report the results of the assessment

Step H. Prepare SEAT report and feedback to community

H1 Pro forma report template

12
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HIV/AIDS in the context of human
rights

HIV/AIDS has clear implications for
human rights. The impact of the epidemic
relates primarily to sub-Saharan Africa,
where 70% of the global population living
with the virus resides (roughly 43 million
globally). Approximately 3.2 million new
infections occurred there in 2003, while
the epidemic claimed the lives of an esti-
mated 2.3 million Africans in the past year.
Ten million young people (aged 15-24)
and almost 3 million children under 15 are
living with HIV. Countries like Lesotho,
Botswana, South Africa, Swaziland and
Zimbabwe have the highest HIV preva-
lence rates in the world.

The epidemic is having an impact on
nearly every aspect of life in southern
Africa. The region is faced by unimaginable
personal suffering, a major decline in life
expectancy, a great loss of both
skilled and unskilled labour, rising

Anglo American and HIV/AIDS in
South Africa

Anglo American employs about 125,000
people in South Africa and estimates that
as many as 24% of them are HIV positive —
approximately 30,000 employees.
“HIV/AIDS is without question the most
significant social issue Anglo-American is
facing in southern Africa” says Edward
Bickham, Executive VP for External
Affairs.

Research has shown migrant labour to
be a particularly high risk group in the
contraction and spread of HIV/AIDS. As a
mining company, Anglo American employs
a high proportion of migrant labour and
some divisions of Anglo American are
taking steps to mitigate the worst impacts.
Anglo Coal, for example, has converted
single sex hostel accommodation into
family units and given every employee the
choice about whether to accept money to
live independently or to opt for hostel
accommodation. The majority choose

dard health care services long before
HIV/AIDS was an issue. For white-collar
workers, private medical insurance was
(and continues to be in part) provided by
‘medical schemes’ whereby the company
and employee typically make equal contri-
butions. For mining workers, the company
provided health care through on-site
hospitals “on a par with health services in
the first world”, says Dr Brink. Anglo was a
pioneer in short-course treatment of tuber-
culosis, the most deadly illness before the
HIV/AIDS epidemic with a particularly
high prevalence in gold mines. These serv-
ices were and continue to be essentially
unlimited and available free of charge to
employees (but not their dependents who
must rely on national health services).
Until the early 1980s, the biggest health
concerns in South Africa were tuberculosis
and hepatitis B. “People thought HIV was
a disease restricted to white homosexuals,
not black South Africans”, says the Dr
Brink. In 1983 Human Immunodeficiency
Virus (HIV) was identified as the
cause of AIDS and awareness of the

costs of health care, social and Anglo American 2002
economic disruption at the family
and community level. Some even Employees Estimated
consider HIV/AIDS a threat to polit- HIV Prevalence
ical stability. Gold 45,000 28%

. Plati 45,000 25%
Companies and HIV/AIDS <UL >

. . 0,

Companies are obviously not ol D00 Bl
responsible for the spread of Paper and Packaging 5,100 10%
HIV/AIDS but are faced with signif- Base Metals 4,200 16%
icant costs associated with it. These Ferrous and Industry 18,000 17%
include the loss of productl\flty Total 124,300 24%
from low morale, absenteeism and

disease continued to grow. In
response, in 1986 the South African
Chamber of Mines carried out the
first anonymous HIV prevalence
test among the workforce. Although
the infection rate was found to be
less than 1%, Dr Brink recognized
the dire potential consequences of
the spread of the virus.

Anglo American South Africa
was quick to make HIV/AIDS a
management issue. In the late
1980s, an Aids Education Advisor

early retirement and the costs of
providing pensions benefits and
recruiting and training replacement staff.
In light of these devastating impacts, a few
companies are beginning to take on a role
in prevention and treatment.

The extent to which a company engages
in these efforts is partly determined by how
badly it is affected. Roughly one in five of the
world’s largest companies have workplace
policies and programmes on HIV/AIDS.
There is, however, a wide variation in the
specific HIV/AIDS prevention and mitiga-
tion aspects of policies and programmes,
and differing coverage provided to
employees and their dependents."

hostels, which offer running water and all
the basic amenities. Anglo American’s Base
Metals division employs no migrant labour
whatsoever, partly because of a deliberate
policy to abolish migrant labour (and
partly because it is feasible to employ only
local workers for base metal mines which
are smaller than gold and platinum ones).

HIV/AIDS and the road to
anti-retroviral treatment

According to the Chief Medical Advisor Dr
Brink, Anglo American has provided its
South African workforce with high stan-

was appointed to coordinate and
assist with the development of
HIV/AIDS prevention and management
programmes across the business units. In
1993, the Aids
produced Anglo American’s first overar-

Education Advisor

ching policy on AIDS, a one-page
document listing a number of straightfor-
ward but extremely progressive policy
statements such as “HIV testing will not be
a requirement for employment”. The
strategy for dealing with the virus at that
time focused on awareness, education and
prevention of infection amongst the South
African workforce. Programmes were
based on education, using a peer educator

11 Bendell, J. United Nations Research Institute for Social Development (UNRISD) (2003) Waking up to risk: corporate responses to HIV/AIDS in the workplace
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response to the report, the
responded by
sending out a letter to all

Chairman

operations in the Group
requiring them to carry out
these interventions and set up
reporting procedures. Deci-
sions regarding how to
implement these interven-
tions were left to senior
'02 managers in each operation
who could work with the Aids

approach, condom distribution and effec-
tive treatment of sexually transmitted
(STDs).
programmes were initiated, such as free

diseases Some community
diagnostic support and treatment for sex
workers who are carriers of the virus. On
the basis of the Group guidelines, each
business unit developed its own policy,
assisted by the Aids Education Officer and
external consultants.

Despite these positive efforts, the rate of
infection continued to increase and by
1999 the Group was forced into a major
strategic re-think. The Aids Education
Officer and Dr Brink combined forces in a
report for the Executive Committee
analysing the current situation and making
recommendations. The report contained
an HIV prevalence survey, a discussion of
the social and economic impacts of the
virus challenging management to conduct
a more formal assessment, and a list of
recommended interventions. An impor-
tant recommended intervention was to
identify the key positions in the business
unit, often the more technical jobs, and
develop a back-up plan in case that person
became disabled. This usually involved
training to ensure that employees were
multi-skilled and able to fill in for one
another.

The report of the Chief Medical Adviser
and Aids Education Officer met an audi-
ence of senior managers among whom
several already had a strong personal
interest in the HIV/AIDS problem.
Chairman Gavin Relly had initiated a $7
million medical project at Harvard Univer-
sity examining chrystalline CD4 as a
potential cure, and another member of
senior management Clem Sunter, was
writing a book entitled “AIDS: The Chal-

Education Advisor or employ
external consultants. The human resources
department and, in light of the costs of
HIV/AIDS programmes, the financial
department were also involved.

Still the infection rate increased - to
23% by the end of 2001 - and the company
had to confront the continued (relative)
failure of its strategy. Traditional informa-
tion about HIV/AIDS was proving to be a
necessary, but insufficient ingredient for
behaviour change. It was becoming too late
to focus solely on prevention and for the
first time, Anglo American began seriously
to contemplate the provision of anti-retro-
viral therapies for its staff in South Africa.
This, in the view of the company’s Chief
Medical Adviser, Dr Brink, was the one
step which would provide a real incentive
for people to want to be tested and to
confront their HIV status and the key to
challenging denial and stigma. There
were, however, several obstacles to the
provision of ART. Drug prices were still
high and the treatment programme was at
the centre of a political storm. Some
believed that the drug regimen was too
complex and employees wouldn’t stick to
it. Others were concerned about the toxi-
city of the drugs and ethical issues, such as
continued access to treatment in the event
of an employee being dismissed or
retrenched.

To test the feasibility of ART, the
company considered conducting a pilot
study of 1200 employees across its opera-
tions in South Africa to be carried out by a
fully-owned but independent research
body called Aurum Health Research which
had grown out of the Anglo Gold division.
Unable to find a business partner, the
Group sought alternative ways forward
including an industry-wide approach with

the Chamber of Mines. However, the
Chamber of Mines would only agree to a
much smaller study -400 people on 3
rather than 6 sites, most of which were
Anglo American Group sites. Another
concern about the pilot studies was that
they would have had to run for some years
before providing useful data

In July 2002, Anglo American returned
to the issue with renewed urgency. At the
AIDS Conference in Barcelona that year,
new scientific information came through in
support of ART. Anglo American’s calcula-
tions showed that without some new
intervention, almost a quarter of its work-
force in South Africa would be dead within
a decade. The company realized there
would be some balancing financial savings
from going down the ART route through
slowing the loss of skills, reducing absen-
teeism, improving health and raising
morale. Senior managers also understood
that a human catastrophe was unfolding in
slow motion around them, with profound
implications for the stability and develop-
mental opportunities of the communities
associated with its operations. “While there
certainly was a business case, any decision
would ultimately have to be a leap of faith
based on a view of the potential for compa-
nies to be agents for change. We realized
we had to take the plunge”, says CEO Tony
Trahar. It was decided to contain costs and
incentivise others to play their part by
restricting  treatment to  company
employees and not dependents.

In August 2002, Anglo American
announced its decision to provide anti-
retroviral therapy to employees with
HIV/AIDS. The immediate priorities were
to develop clinical protocol, now available
on the company web site, train medical
staff and complete negotiations with drugs
companies. It was understood that if
people were to be well enough to work,
they needed drugs with few side-effects
rather than cheaper generics. The
programme commenced in November
2002 and a full-time health economist was
brought on board to monitor the impact of
the company’s interventions.

The focus for this year is to widen access
to treatment to dependants, contractors
and communities through a cross-sector
partnership discussed in greater detail
below. Here, Anglo American is not
prepared to shoulder the burden alone. It
has formed a partnership with an NGO,

14



The Business and Human Rights Management Report

loveLife, together with the Nelson
Mandela Foundation, the Henry ] Kaiser
Foundation and the Global Fund. The
partnership aims to create a network of
adolescent friendly clinics in six provinces
where Anglo American has business units.
The project will help the prevention push
and establish the delivery infrastructure
needed to support the planned roll-out of
ART through the public health system.
Anglo American’s initial commitment to
the project is $4.5 million but also expects
to add to this the benefit of expertise from
its business units and the use of its own
medical infrastructure.

Implementation

The successful implementation of an
HIV/AIDS policy depends on employees
changing their behaviour and therein lies
an enormous challenge that has so far
defied the international development and
medical community. Experts believe,
however, that an important precondition is
for the reality of HIV/AIDS to be brought
down to an individual level by getting
every sexually active individual to go for an
HIV test. The problem is that a positive
HIV test often means stigmatisation,
discrimination and perhaps even death. A
key aim of implementation is therefore to
eliminate denial, stigma and discrimina-
tion by improving care for those who are
HIV positive. Anglo American is trying to
achieve this through wellness programmes
for HIV+ individuals. By offering a well-
ness programme, the company aims to
encourage early diagnosis and get more
people to come out with the fact that they
are HIV positive - and that they can live
with HIV.

Anglo American defines its key responses
to the HIV/AIDS epidemic as follows:

* Elimination of stigma and discrimina-
tion on the basis of real or perceived
HIV status

* Prevention of new infections

* Voluntary counselling and testing

e Care and support of employees
infected and affected by HIV/AIDS

* Management and mitigation of the
impact of HIV/AIDS.

Elimination of stigma and denial

The elimination of denial and stigma
about HIV/AIDS underpins the implemen-
tation process. It is vital to create an

environment where employees feel they
can come forward for testing and face their
HIV status. To achieve this, Anglo Amer-
ican has first made a commitment to
confidentiality and non-discrimination.
HIV infected employees are not obliged to
inform management of their HIV status.
Applicants for employment are required to
pass a standard pre-placement medical
examination but this does not include an
HIV test, or indirect screening methods.
The company works in cooperation with
trade unions to communicate this policy.
Second, the company attempts to
“normalize” HIV prevention efforts by
integrating them into other forums. These
include training employees as peer educa-
tors, general well-being programmes and
social events like soccer matches. An effort
is also made to be creative in the way the
facts are communicated to the workforce.
Calendars, playing cards, T-shirts, caps
and video material are all used in addition
to the pamphlets and posters normally
found in workplace settings. In all
instances, information is provided in
vernacular languages.

Prevention
To prevent the further spread of the AIDS
epidemic, information and education
programmes on HIV/AIDS are available to
all levels of employees. These include:
* Behaviour based education and aware-
ness
* Peer education and support
¢ Condom distribution
* Prevention and treatment of Sexually
Transmitted Infections
* Paying special attention to the needs
of the youth and focusing on high risk
groups (sex workers, migrant workers,

truckers)
* Preventing mother to child transmis-

sion of HIV
The initial HIV prevention programmes
within the group during the 1980s, along
with most prevention initiatives in both the
private and the public sector, were
conducted according to a biomedical
model, with efforts focused on medical
facilities attached to the workplace. Since
then, the focus has moved from clinics and
hospitals to the workplace itself with on-
site education and training at all levels of
personnel.

Recognizing that prevention and treat-
ment efforts must also be extended to the
communities from which workers origi-
nated in order to stop the spread of the
disease, Anglo American has recently
decided to work in partnership with local
government and the NGO loveLife. (This
is discusses in greater detail below).

Voluntary counselling and testing
Anglo American provides HIV infected
employees with access to support and
counselling services, at the company’s
expense. Where these are not offered on
site, Group companies must arrange for
counselling and testing to be provided by
approved HIV/AIDS counselling centres
and / or outside agencies, including self-
help groups and services within the local
community.

Care and support

There is increasing evidence that early care
and support improves the quality and
length of life of people living with
HIV/AIDS. The Wellness Programme is the
cornerstone of care and support provided
by Anglo American. The Wellness

® Peer education and support
e Condom distribution
e Prevention and
treatment of STDs
® Focus on youth & high risk
groups (sex workers, migrant
workers, truckers)
® Preventing mother
to child transmission of HIV

Prevention Care and Support

e Behaviour based Voluntary e HIV/AIDS Wellness
education and Counselling Programmes
awareness and Testing e Community Home Based

Care programmes
e TB treatment and prevention
e Social welfare
e Nutrition
® Income Generation
e Orphans
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Access to treatment for
dependents will be the main
thrust of Anglo American’s
work on HIV/AIDS this year.
Clearly, while productivity
benefits counterbalance the
cost of treatment for
employees, the same is not
true of dependents. Access to

'02 treatment for dependents is

where Anglo American draws

Programme aims to:
* increase understanding of the disease
* encourage a healthy lifestyle
* offer supplements /
immune therapy

nutritional

* prevent and treat opportunistic infec-
tions, especially TB
* provide access to appropriate, afford-
able and sustainable anti-retroviral
therapy when clinically indicated
The backbone of health care infrastructure
necessary to implement the Wellness
Programme is already in place as Anglo
American already runs six major hospitals
and has on-site clinics attached to many of
its operations. Where services are not avail-
able on-site, they are outsourced to
practitioners in the community. Roughly
3000 employees are currently enrolled in
HIV wellness programmes and 972
employees on ART as of 25 November 2003
There are currently 62 ART delivery
sites registered, with 59 doctors, 137 nurses
and 40 trained counsellors. Approximately
80% of ART is provided on-site and 20%
with local practitioners. At present, there is
no sharing of government infrastructure.

Management and mitigation of
impacts

Group companies are responsible for
developing their own strategies to assess
and respond appropriately to the impact of
HIV/AIDS on their operations. Impact
assessment depends on accurate informa-
tion on the prevalence and incidence of
HIV infection in the workplace. Group
companies operating in countries highly
affected by HIV/AIDS are encouraged - but
not required - to carry out anonymous,
unlinked HIV prevalence surveys, with the

the line in terms of the
responsibility it is prepared to shoulder
alone. The company has formed a partner-
ship with the NGO loveLife, together with
the Nelson Mandela Foundation, the
Henry J Kaiser Foundation and the Global
Fund, to develop a community based treat-
ment which would complement the
work-place programme.

The objective of Anglo American’s part-
nership with LoveLife is to create a network
of adolescent friendly clinics in six regions
where Anglo American has business opera-
tions. There are around 7-8 clinics in each
region, between 40 and 50 clinics in total.
Anglo American’s initial commitment to
the project is $4.5 million provided by the
company’s Chairman’s Fund. This money
has been used to establish the delivery
infrastructure needed to support the
planned roll-out of ART through the public
health system next year. The
Group also expects to add to this
the benefit of expertise from its
business units - a manager has
been appointed in each business
unit to champion the programme
- and the use of its own medical
infrastructure. Finally, when ART
becomes available through the
public health system next year
Anglo American has agreed to
provide site specific training
support for nurses.

To date, LoveLife has used the
funding provided by Anglo
American to improve manage-
ment systems and build capacity
in government clinics, a few of
which will be ready for training
by July this year. This involves:

* Ensuring the clinic meets

Cost of ART

Anglo American

basic standards using

performance indicators, including the

ten key

clinic’s opening hours, systems for
medication supply, maintenance of
the clinic and reporting systems.

Identifying through gap analysis what
additional HIV/AIDS services / educa-
tion / material are needed.

Creating a welcoming and friendly
environment at the clinic and training
staff to be sensitive to people coming
in for testing, particularly young
people. Dr Brink believes it should
take one hour from the time a person
enters the clinic to the time s/he leaves
in order to cover all the necessary
information in a warm environment.

Ensuring systems are in place to enrol
people who are HIV+ people in well-
ness programmes and monitor their
immune status so that they move on
to treatment at the correct time.

Ensuring the clinic is equipped to
administer ART.

For one Angle American subsidiary,
LoveLife was also involved in integrating a
life-style programme for young people into
the apprenticeship training.

The project is coordinated across the six
regions by the project manager for
LovelLife. A typical project team on one site
would include: the project champion of the
local Anglo American business unit; Anglo
American’s area manager; a private doctor;
a representative from the government
health department; CEO LoveLife; and a
representative from the Chairman’s Fund.

Labour 10%

Laboratory 14%

AHR Core 15%

Procurement
& Dispensing 11%

AHR Variable 4%

Drug 46%

Based on 5000 patients $1416 per patient per annum
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Monitoring and measuring

Key performance indicators
* HIV prevalence
* Proportion  employees
forward for VCT
* Proportion HIV+ employees involved

coming

in Wellness Programme (currently
10-20%)

* Proportion employees on treatment:
in wellness programme (currently
3000 involved in
programme, 1000 on treatment — 3:1

wellness

ration considered correct)

For Anglo American, the crucial target is
for all HIV+ employees to be enrolled in a
wellness programme. To achieve this,
much groundwork must be covered. To be
enrolled in a wellness programme the
employee must first have come forward for
VCT and this in turn depends on the elim-
ination of denial and stigma from the
working environment.

Experience with ART to date

* 8% workforce refuse to take ART (for
various reasons)

* 10% cease to take drug after starting
(largely because they started too late
and died)

* 92% adherence to treatment regimen

* 89% show good viral suppression,
immune system recovery and
weight gain

* 40% report minor side-effects

* 2% report serious adverse side-effects

Perhaps the most important statistic for
Anglo American is that 94% of employees

on ART are at work

Budgets and costs
The costs to individual operating compa-
nies of providing ART will depend on the

level of HIV prevalence, the
rate of uptake by employees
meeting the clinical criteria
for ART and on the prices of
drugs prescribed. In recent
years, the cost of providing
ART have fallen significantly.
When Anglo American first
considered ART treatment in
2000-01, the cost was
$1.70/day. In 2002, this fell to
$0.90/day, and in October
2003 it fell again to $0.60/day.
In total, the cost per patient
adds up to $1416/year - $584 for drugs
themselves, 15% Aurum Health Research
costs, 14% for laboratory costs, 11%
procurement and distribution, 10% for
professional services. According to Anglo
American’s Chief Medical Advisor, the
ART programme is “more of a manage-
ment than a cost challenge”. This is largely
due to the fact that financial benefits
derived from treating sick workers offset
the costs of treatment.

Analysis and conclusions
Companies in the extractive sector tend to
be long-term investors and location-
specific, drawn to resource-rich countries
mainly in the developing world. In many
developing countries, the exploitation of
natural resources has generated large
revenues which have not reached the
public purse or been deployed for the
common good. Governments raise revenue
through the sale of the country’s resources
but in the relative absence of democracy,
the rule of law and effective state institu-
tions, human rights violations go
unchecked. Where these human rights
relate to company operations — through
the labour standards of company or
supplier employees, the actions of the
company’s security force or the operation’s
impact on the local community, for
instance - the onus to adhere to ethical
codes of conduct falls on companies them-
selves.

In recent years, Anglo American has
taken a leadership role in the mining
industry in its approach to corporate
responsibility. In 2002 it produced Corpo-
rate Citizenship Principles and, at the local
level, adopted Community Engagement
Guidelines with a three year development
plan for every managed operation. It has
expressed its support for the Extractive

Anglo American

Industry Transparency Initiative since it
was launched at the World Summit in
Johannesburg in 2002. This voluntary
Initiative asks companies to make details of
tax and other payments to governments
available to the relevant aggregating body
in each country where the host govern-
ment has made the same commitment.
Most recently, Anglo has developed a
methodology called the Socio-Economic
Assessment Toolbox (SEAT), a voluntary
process to assist mature operations that
have not previously conducted a Social
Impact Assessment review and manage
their impacts

A major human rights issue that compa-
nies operating in developing countries
must face is HIV/AIDS. In many countries,
the lack of government ability or capacity
to cope with the growing crisis creates a
strong humanitarian and business case for
companies to accept some responsibility.
Anglo-American is most badly affected by
HIV/AIDS in South Africa where it esti-
mates that up to 25% of its 124,000 strong
work-force are infected by the virus. Anglo-
American was one of the first companies to
make HIV/AIDS a management issue in
the late 1980s and, from August 2002, to
provide therapy to
employees who need it, in conjunction with

anti-retroviral

an on-going programme of prevention,
voluntary counselling and testing and care
and support. The company is now
providing funding and some assistance to
the NGO LovelLife to develop a commu-
nity based treatment which would
complement the work-place programme.

Anglo American presents its HIV/AIDS
strategy as “a management rather than a
cost challenge”. Individual managers in
various group companies play a significant
role in championing the Group’s approach
and it would be interesting to explore how
this could be encouraged from the corpo-
rate centre. The success of Anglo’s
partnership with LoveLife and the South
African government in managing the
community based treatment programme
remains to be seen. As HIV/AIDS infection
rates increase in other countries, the appli-
cation of Anglo’s experience and lessons
learned in South Africa could be invaluable
in developing a role for companies else-
where. H
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Company background

The Body Shop International (BSI) is a
cosmetic and toiletry retail company
founded by Anita and Gordon Roddick in
1976. The Roddicks are today non-execu-
tive directors with a 15% stake in the
business. The Group's principal activities
are the development and sale of skin and
hair care products and related items
through nearly 2000 of its own shops, 70%
of which are franchised outlets, in nearly
50 countries. It also sells its products via
Body Shop at Home, an in-home sales
program, in 48 US states and Australia.
BSI has no manufacturing operations.

About this case-study

This case-study opens with a general
discussion of the BSI’'s human rights
impact in the areas of internal human
resources and the supply chain. It goes on
to examine the historical background of
BSI's engagement with human rights with
reference to the vision of its founders,
Anita and Gordon Roddick, and its
marketing strategy. The evolution of BSI’s
corporate
structure is examined.

responsibility management

The case-study focuses on two recent
initiatives the BSI has undertaken to
promote human rights, namely a
campaign against domestic violence and
participation in the Business Leaders
Human Rights Initiative, and on BST’s new

and innovative style of reporting.

BSI’s human rights impact

BSI has offices, retail stores and warehouses
in the UK and Ireland, several European
countries including Austria, France
Denmark and Germany, the USA, Mexico
and Singapore. Some 70% of employees
work in retail outlets. In the absence of
manufacturing operations, BSI has two

priority areas in terms of its human rights

impact: internal human resources and the
supply chain.

First, human resources. BSI has devel-
oped human resources policies in six areas
which are informed by human rights. These
include: Equal Opportunities and Diver-
sity; Learning and Development; Health,
Safety and Wellbeing; Compensation and
Benefits; Communication; and Change
Management.” In terms of freedom of
association, BSI has established Consulta-
tion and Representation Committees
(CRCs) in each country which facilitate a
dialogue between the company and
employee representatives on workplace
policies and practices in bi-monthly meet-
ings.

The second area where BSI has a poten-
tial impact on human rights is the supply
chain. BSI relies on suppliers for product
ingredients and packaging. According to
BSI, the total value of purchasing amounts
to roughly £4 - £5 million per year,
although it is difficult to quantify discrete
ingredients and accessories. Of particular
concern are suppliers in Asia where the
company sources accessories, such as
make-up bags and sponges. BSI uses tradi-
tional screening methods including a code
of conduct for suppliers, based on interna-
tional labour standards, and a code for
employees suppliers.
However, the effectiveness of the tradi-

working  with

tional desk-based assessment and audit
methods is increasingly under question. In
March 2004, the company will publish a
report on its supply chain management.
An important element of BSI’s supply
chain management approach is a Commu-
nity Trade programme based on principles
of fair trade. Through this programme,
BSI aims “to make a positive economic and
social difference within individual commu-
nities in return for natural ingredients and
handcrafted

accessories”. Companies

committing to fair trade are meant to go
beyond just buying products; they also
share expertise to help their trading part-
ners compete on their own in a competitive
international market. The goal is to
nurture vibrant, independent businesses
that are not dependent upon one western
buyer. BST’s long-standing claim that it is
committed to ethical sourcing and fair
trade are a key facet of its marketing
strategy, sharing equal prominence with its
“natural products” and “against animal
testing” themes

Historical background of BSI's engage-
ment with human rights

In line with the vision of its founders
Anita and Gordon Roddick, The Body
Shop was an early pioneer in the corporate
responsibility movement. Through a
combination of activism and marketing,
the company’s stated aim is: “To dedicate
our business to the pursuit of social and
environmental change... To passionately
campaign for the protection of the envi-
ronment, human and civil rights, and
against animal testing within the cosmetics
and toiletries industry.” Thus BSI includes
the defence of human rights among its
core principles.

The Body Shop has a history of engage-
ment with human rights issues going back
to 1988 when it launched its first interna-
tional human rights campaign with
Amnesty International. Three years later,
in 1991, co-founder Gordon Roddick
brought back from New York to London
the idea of a street newspaper and helped
found The Big Issue. In 1998 BSI
launched its second campaign with
Amnesty International to mark the 50th
anniversary of the Universal Declaration of
Human Rights. Through the “Make Your
Mark for Human Rights” campaign over
three million people signed human rights
petitions in Body Shop stores. That year,
BSI also became a founding member of the
Ethical Trading Initiative and used its base
code as the basis for a Supplier Code of
Conduct. In 2000, BSI launched a Human
Rights Award to recognise the work of
small groups or individuals on human
rights issues. And most recently, The Body
Shop joined the Business Leaders Initia-
tive on Human Rights (BLIHR), a
three-year programme to help integrate

12 Details of these policies are available in the “Individual stakeholder account for employees 2003” available on The Body Shop web site.
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Statement
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on
Human Rights

Human Resources
policies

Code of
Conduct
for suppliers

Occupational
Health
& Safety
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Fair
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Code of
Conduct
for employees
working
with suppliers

human rights in business. BSI's activities in
the BLIHR is discussed as a focus topic of
this case-study.

BSI’s approach of engaging with human
rights issues is an integral part of the
company’s marketing strategy. BSI has not
been immune to criticism for a disconnect
between its idealistic human rights image
on the one hand, and its human rights
related practices on the other. In
September 1994 a controversial article was
published entitled “Shattered Image: Is
The Body Shop Too Good to Be True?”
which documented exploitative business
practices and hypocritical marketing of
firms such as Body Shop that promote
themselves as progressive and “green.”

BSI says it has both improved its
systems and moderated its claims after a
thorough re-working of processes in the
late 1990s.

Management structure

From a peak in 1992, falling profits in the
1990s led to major changes in the
company’s management based on a
restructuring plan unveiled in early 1999.
BSI reorganised into a regional structure,
outsourced manufacturing operations in
order to focus on retail and, finally, made a
series of changes to the senior manage-
ment team. Founder Anita Roddick
stepped down from an active management
role. The process involved redundancies in

UZK-based offices and the creation of roles
in the four Regions. The potential sale of
the business arose at several points but did
not materialise.

The Body Shop says it used its leader-
ship and organisational change as an
opportunity to review the company’s
management structure and values strategy.
Specific accountabilities for stakeholder
responsibilities were re-organized as follows:

* Shareholder relationships are the

responsibility of the Board of Directors

e All stakeholders, particularly customers

and employees, are the responsibility of
the CEO and Executive Committee

* Franchisee relationships are the

responsibility of Regional Directors

* Employee relationships are the

responsibility  of the Human

Resources Director
* The Head of Values is accountable for
relationships  with  NGOs and

campaign  partners and  the
Company’s environmental responsi-
bilities

The Director of Logistics and Tech-
nical is accountable for supplier
relationships and the integrity of the
supply chain.

The Board reviews the overall strategic
direction of the company’s values periodi-
cally in consultation with the Head of
Values. The Head of Values reports into the
Chief Executive and has overall responsi-
bility for directing the Company’s social
and environmental programme. As a
member of the Executive Committee, he is
involved in strategic decision-making on
issues that affect the company’s social
impacts such as new market entries, the
appointment of key relationships such as
head franchisees and strategic partner-
ships with other organizations.

At the corporate center, BSI's social and
environmental programme is imple-
mented by the Head of Corporate
Responsibility, an Environmental
Specialist, the Ethical Policy Manager, the
Values Project Manager and the Head of
Community Involvement. Supply chain
issues are implemented by the Sourcing
Manager — Ethics and Trade, who reports
into the Head of Sourcing, and is respon-
sible for ensuring that the social and
environmental impacts of the company’s
sourcing relationships are assessed and
monitored through BST’s Supply Chain
assurance programme, These managers
are based at the UK head office and
interact with a Marketing and Values
Manager who is the main point of contact
in each of the four regions. The regional

The Body Shop management structure for human rights related issues

Executive Committee

Sub Executive Committee on human rights issues identification

Head of Sourcing

Head of Values

Head of Head of
Environmental Ethical Policy Values Project e O.
Specialist Manager Manager Community Corporate
pecial 9 9 Involvement Responsibility
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centres carry full profit responsibility for
managing all retail and franchise activities,
whilst interacting with the corporate centre
in the UK through regular monthly confer-
ence calls between the Head of Values, the
regional heads and Marketing and Values
Manager in each region.

In terms of identifying specific human
rights related issues and risks that are rele-
vant to the business, BSI last year
established a Sub-Executive Committee
comprised of senior managers from the
key functional areas, including Legal,
Products, Values, Sourcing and Technical.
The Committee meet on a monthly basis to
discuss emergent human rights issues and
monitor risks which are ranked according
to their impact. At the meetings, work on
the different issues is delegated to the rele-
vant manager to report on the following
month.

Despite the restructuring process, the
structure of the Values Team was “An evolu-
tion rather than a recreation” according to
Ethical Policy Manager Nicky Amos. There
have always been campaigning, public rela-
tions functions and ethical auditing teams
have existed since the early 1990s.

Domestic violence against women is an
important human rights issue. In 1994, the
international community declared that the
“human rights of women and the girl child
are an inalienable, integral and indivisible
part of universal human rights”.” Violence
against women impairs their enjoyment of
these rights. The problem is widespread.
According to the UNDP “violence against
women and girls constitutes the single
most prevalent and universal violation of
human rights”. In the EU, domestic
violence is thought to be the major cause of
death and invalidity, ahead of cancer, road
accidents and even war for women between
16 and 44 years of age." The vast majority
of acts of violence against women take
place within the home by an intimate male
partner.

In September 2003, The Body Shop
launched its latest campaign against
domestic violence in partnership with
Refuge, the UK’s largest single provider of
accommodation and support to women
and children experiencing domestic
violence. The issue was taken up by corpo-
rate centre following successful campaigns
across the company’s regional divisions —
in Canada since 1994, in the USA since
2002 and in the Phillipines and Western
Malaysia. The issue also seemed particu-
larly relevant to BSI, explains the Head of
Business Ethics, considering domestic
violence affects one in four women in the
UK at some time in her life and 80% of BSI
employees and 90% of its customers are
women. Further, according to employee
surveys conducted in 1997 and 2000, BSI
employees want to campaign on human
rights issues more than on any other.

The Body Shop began working on the
campaign in January 2003. It spent three
months on the planning phase, making
changes to the company’s internal
approach to the issue and identifying the
right campaign partner, and a further six
months designing posters and pin-badges
within the bounds of a specified budget.
The campaign was launched in September
2003.

The steps to launch a campaign break
down as follows:

Develop an annual campaign offer.
This is the responsibility of the Head of
Values who then presents the campaign
offer to the Executive Committee to be
evaluated. Regions are entitled to reject
the campaign offer even if it has been
accepted by corporate centre. The Middle
East region, for example, has chosen not to
take on the domestic violence campaign
and is developing a campaign based on a
child-related issue.

Assess BSI’s approach to the issue to
identify what needs to be done differently,
be it a new policy or management system.
On the issue of domestic violence, The
Body Shop decided it needed a new Group
policy. A benchmarking study revealed that

most companies did not have a policy on
this issue. The Body Shop developed its
own policy with help from the metropol-
itan police and Trade Union Congress.
The policy, which includes access to a
company-paid counsellor, was released to
employees and managers prior to the
campaign launch. Regional directors
assured their commitment to implement
the policy in the regions.

Conduct training in order to raise aware-
ness of the policy internally and create an
opportunity for managers and employees
to explore what to do in different
scenarios, for example, how to deal with
confidentiality and the right to privacy
should they learn that someone is suffering
violence in the home. The Body Shop has
developed a training video with input from
Refuge discussing the domestic violence
issue and the benefits of the partnership
for roughly ten minutes. After the
campaign was first launched, an interview
with the manager and employees of a Body
Shop store talking about how they ran the
campaign was included in the video. The
video is also accompanied by a training
script and an employee booklet including
an introduction from the Regional Director
explaining why The Body Shop is involved,
Q&A, a section on the campaign partner,
facts about the issue and company’s
approach. Finally, a series of question and
answer sessions were held at the Body
Shop’s headquarters for groups of 15-20
employees.

Identify a campaign partner. “We will
only campaign with a very credible
campaign partner. Our commitment to
operationalising our principles earns us
the credibility we need”, explains the Nicky
Amos. The organisation Refuge was
selected because it is the UK’s largest
provider of accommodation and support
to women and children experiencing
domestic violence.

Identify clear objectives and expecta-
tions on both sides. Shared objectives
normally include raising awareness and

13 Vienna Declaration and Programme of Action by the World Conference on Human Rights, 1994.

14 European Women’s Lobby (largest coordinating body of NGOs in the EU with over 3000 members) \\\\\\.\\'mncnI()l)l)}'.()l‘g.

15 In a new question that was introduced into the employee surveys for the first time in 2000, respondents were asked to rate the importance of ten campaign issues and to

identify the three campaign issues that were most important to them. Human Rights was rated as the single most important campaign issue in all three surveys (Asia Pacific,

UKROI, corporate center).
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funds for the cause. The more specific
objectives for Body Shop include raising
employee awareness of the issue and BSI’s
policy and for Refuge, raising the profile of
the organisation. BSI's expectations are
that in return for the use of its UK stores
and association with its brand name, it will
gain the expertise of a credible partner. BSI
also expects the funds raised to be spent on
something tangible. The campaign is likely
to run for the next two years.

Money for the Stop Domestic Violence
campaign will be raised through the sale of
pin badges and collection of old mobile
phones, a strategy which proved successful
for the Body Shop USA in 2002. For every
£1 pin badge sold, 75 pence goes to
Refuge and every phone donated will raise
a further £2.75.

The Body Shop’s campaigns are
normally very focused on its high street
stores. The difference with the domestic
violence campaign, explains the Head of
Business Ethics, is that BSI is actively
seeking wider opportunities to support
those who are directly affected through
volunteering. ~ Employees have been
involved in decorating women’s centres for
the victims of domestic violence, helping at
children’s homes and training to work on
help-lines. BSI offers employees six days
off per year (half a day each month) for
volunteering, and aims for 130 employees
to be involved in volunteering each year.

Employee surveys in 1997 and 2000
both showed that human rights are the
preferred campaign issue of the vast
majority of BSI employees. Roughly 90%
of employees also said they believed the
company campaigns very effectively.

The Body Shop was one of seven compa-
nies to launch the Business Leaders
Initiative on Human Rights (BLIHR) in
December 2003. A further five companies
will be invited to join this year. The Initia-
tive is run by Respect Europe, an
organisation founded among others by
Anita and Gordon Roddick, using a frame-
work the organisation calls RespectTable
whereby it creates a network of European
business executives who agree to partici-
pate in a social or environmental

sustainability initiative.

The BLIHR follows the success of an
initiative on climate change. Respect
Europe invited companies to participate
that it perceived to be actively pursuing a
corporate citizenship agenda, but no
formal selection criteria were used. From
late 2002, the process of developing the
human rights programme, selecting
companies and determining project
outputs took approximately one year. The
biggest challenge, says Respect Europe’s
Mei Li Han, was formulating the value that
companies would derive from involvement
in the human rights initiative, in contrast
to the initiative on climate change which
produced more tangible benefits.

The BLIHR’s objectives are to help
industry leaders develop a better under-
standing of corporate human rights issues,
share best practices with peers and experts,
and explore the current rights-related
reporting and legal challenges. The
BLIHR programme is a voluntary, 3-year
initiative designed to integrate human
rights into business decision-making and
strengthen existing initiatives that are
working towards the same goal.

The working programme consists of 3-4
working groups each year and a commit-
ment to report annually on or around 10
December, International Human Rights
Day. Meetings are attended by one repre-
sentative from each company, two human
rights experts and a facilitator. They run
over two days, starting with discussion of
the work that has been circulated prior to
the meeting, decision—-making and finally,
discussion of one or two further topics. A
conclusion is then reached and further
tasks are assigned for the following weeks.
According to one member company, one
advantage of the initiative is that it provides
“a way of having busy people involved
without creating any bureaucracy”.

The BLIHR programme centres on three
key elements:

1. Dialogue and reporting
Communicate leadership experience and
understanding of the business role in
human rights in the production of an
annual BLIHR report

2.Tools for change
Develop a toolkit over 3 years offering
practical support for business in imple-

menting human rights. This will include a
matrix to map existing activities within a
human rights framework, examples of
human rights assessment of business
dilemmas based on 6 steps and fair societal
division of labour criteria to help business
define its appropriate role in human rights.

3. Communication

Explore how human rights standards can
be more effectively used by managers,
focusing particularly on the UN Norms.

BSI pioneers social reporting

The Body Shop was a pioneer in social
reporting, producing its first independent
social audit in 1995 and a second in 1997.
At that time, there were no generally
accepted methodologies for performing a
social audit or assessment and no profes-
sional organization existed to provide
guidance. The Body Shop benchmarked
two companies, Ben & Jerry’s Homemade
in the United States and Sbn, Denmark’s
seventh largest bank which were among the
few to have utilized independent consult-
ants to conduct subjective assessments of
their social practices. The three volume
1995 “Values Report” was based on exten-
sive  stakeholder  consultation  with
employees, head franchisees, suppliers,
customers and shareholders through focus
group discussion and surveys. In 1997, the
Group conducted further stakeholder
consultation to produce a second extensive
report, this time only a single volume but
nonetheless containing 209 pages. The New
Economics Foundation provided external
verification of the reports with the help of
an audit review panel.

Although the reports were criticised by
some as a collection of attitude surveys
rather than a social audit, they were signifi-
cant in blazing the trail towards social
reporting and for this, received accolades
from organisations such as the United
Nations. “Looking back, our first reports
were highly aspirational”, admits their
author and recent Head of Business Ethics
Nicky Amos. Nevertheless, they did identify
some gaps between the company’s own self-
image and the impressions of its
stakeholders. For example, in 1995 and
1997 less than half of responding UK
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employees agreed or strongly agreed that
BSI's commitment to being a “caring”
company is apparent on a day-to-day basis
(to take the statement about which respon-
dents were least positive). The comparative
figure for the next round of employee
consultation in 2000 showed an improve-
ment, with 64% agreeing to a similar revised
statement.

A four year non-reporting period

The Body Shop had planned to follow a
two-year audit cycle but was diverted by the
need to restructure the business in response
to underperformance. Some significant
progress nevertheless took place during the
period of non-reporting from 1998-2002.
In 1998, The Body Shop was a founding
member of the Ethical Trading Initiative
and, on the basis of the ETI base-code,
developed a Code of Conduct for suppliers
and began to formalize supplier audits. The
company also conducted formal stakeholder
dialogues with new employee, community
and investor stakeholder surveys carried out
by Kingston University in 2000. Twenty-five
per cent of employees were engaged in
focus and pilot groups to help design the
questionnaires and all employees were
invited to comment on the draft question-
naires through their Consultation and
Representation Committee representative.
The results of these surveys are available on
The Body Shop web site.

BSI recommits to social reporting

Last year BSI re-committed to the reporting
process but with a different approach.
Reports will no longer provide detailed
information across an array of issues as they
did in 1995 and 1997. Instead, the company
is aiming for a more targeted approach that
focuses on the key impacts, risks and issues
that are of relevance to its stakeholders.

In 2003/4 The Body Shop published
individual stakeholder accounts relating to
six ~ stakeholder  groups:
shareholders,

customers,
employees, franchisees,
suppliers and the environment. These
groups were selected because they each have
a continuous relationship with the business.
The Body Shop says it recognizes there are
other stakeholders, such as communities,
campaign partners and the media but that
the nature of these relationships tends to be
formed around specific activities, and the
individuals involved are likely to change
over time. The individual stakeholder

accounts are intended to help stakeholders
understand Body Shop’s business strategy
and management approach within the
context of their own relationship to the
company. They also seek to present a
holistic picture of the business by observing
the Company’s approach to specific issues
from a range of stakeholder perspectives.

The Body Shop’s latest reports are less
aspirational than earlier attempts, focusing
more on managing expectations and a
process of continuous improvement. BST’s
Head of Business Ethics believes this reflects
the company’s more thorough under-
standing of corporate responsibility.
“Corporate responsibility is about how you
manage stakeholder expectations. It doesn’t
matter necessarily whether you can meet all
those expectations”.

Analysis and conclusions
One of the main points of interest in this
case-study is that the promotion of human
rights is part and parcel of the company’s
brand image and marketing strategy. The
Body Shop launched its first international
human rights campaign with Amnesty
International in 1988 and has engaged in
numerous high profile human rights issues
since then, most recently an international
campaign against domestic violence. The
company’s Community Trade Programme
based on principles of ethical sourcing and
fair trade has been given high prominence.
The Body Shop was a pioneer in social
reporting, producing its first independent
social audit in 1995 and a second in 1997.
Despite The Body Shop’s strong public
commitment to ethical behaviour, or
perhaps because of it, the company has not
been exempt from the scrutiny and criticism
of outside observers. An article published in
the mid 1990s was particularly damaging,
accusing the company of not practising
what it preaches in terms of business ethics.
The author of the article and NGOs
today concur that following a period of
management and organisational change in
the late 1990s, including the sale of all
manufacturing operations, Body Shop has
moderated its claims and improved its
values strategy and management systems.
Notably, last year the company established a
Sub-Executive Committee to discuss emer-
gent human rights issues at monthly
meetings. Last year The Body Shop re-
committed to the reporting process in the
format of individual stakeholder accounts.

The Body Shop was also one of seven
companies to launch the Business Leaders
Initiative on Human Rights to “road test”
the UN Norms.

While The Body Shop is clearly making
positive moves, it is urged by critics not to
become complacent. As one points out,
“Some of BSI's practices might be state of
the art when their benefits flow to the
bottom line — but the test of real ethics is
what you do when things are going bad”. B
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Company background

BP is an oil company with four main busi-
nesses: Exploration and Production; Gas,
Power and Renewables; Refining and
Marketing, and Chemicals. The Company
has established operations in Europe, the
United States, Canada, South America,
Australasia and parts of Africa.

About this case-study

This case-study focuses solely on BP’s
proposed Tangguh LNG Project in
Indonesia both because the scope of BP’s
operations would be too great to cover
satisfactorily, and because this Project, still
in the pre-construction phase, is being put
forward by BP as a best practice model
that will set the standard in socially and
environmentally responsible resource
development.

Tangguh Project Background

The Tangguh LNG Project emerged from
the discovery in the mid-1990s of two
super giant gas fields in the region of
Papua, approx. 3200 km from Indonesia’s
capital Jakarta. The project will involve
tapping the Tangguh fields, processing
the gas into liquefied natural gas which is
easier to transport, and loading it for ship-
ment primarily for Asian and US markets.
BP is developing the $2 billion LNG
facility under a production-sharing
contract with the Indonesian state.

The Tangguh Project is of enormous
significance to Indonesia and to Papua.
Over the next 30 years, it is expected that
the central government could receive
more than US $8.7 billion from Tanggubh,
and the Papuan government could receive
$3.6 billion. This will make Tangguh the
largest foreign investment in Indonesia
since the economic crisis and the resigna-
tion of President Suharto in 1998.

The Indonesian and Papuan political
risks present formidable challenges for the
Tangguh project. Although significant
democratisation has taken place in the last
five years, the military remains an
extremely powerful and largely unac-
countable entity. Corruption is endemic.
In Papua, serious human rights violations
still take place, and in 2003 the central
Government controversially divided the
province to create a new Irian Jaya West
Province where Tangguh is located. This
move has cast doubt about whether the
2001 Papua Special Autonomy Law under
which post tax revenues will be divided
between Jakarta and the regional govern-
ment by a 70-30% ratio, will actually be
implemented. And even if Special
Autonomy were implemented, it may not
be enough to satisfy the political demands
of many Papuans who want self-determi-
nation and see Special Autonomy as
merely a stepping stone to this end.

The Project is particularly significant to
the Bintuni Bay region in the Bird’s Head
area of Papua. This region has only three
substantial towns, each of which is well
over 100 kilometers from the Tangguh
site. The more immediate area of the
Project is a large, pristine bay, with
perhaps the world’s largest mangrove
forest and an exceptionally diverse marine
ecosystem. The communities around the
bay consist of small, isolated villages with
30 to 100 families who live in basic
wooden houses with outdoor cooking and
toilet facilities. There are no roads
connecting the towns and villages around
Bintuni Bay and public services are
severely limited. Nine villages will be
directly affected by the Tangguh project,
according to BP. The people in these
villages form clans which make up seven
tribes in the Bintuni area. Complex rival-
ries exist both between and within tribes.

Tangguh’s human rights impact

Allocation and share of revenue

The Tangguh Project will generate enor-
mous revenue. The human rights issue is
whether indigenous Papuans will be allo-
cated a fair share of this revenue stream
relative to Jakarta under the Special
Autonomy agreement. This is now even
more problematic following the division of
Papua and the creation of the new West
Irian Jaya province. Revenue must also be
distributed fairly amongst the Papuans
themselves, between Papuans living in the
Bird’s Head region and those living else-
where, and between villages on the north
coast versus the south coast of Bintuni Bay.

Papuans influence on sustainable
development (including environ-
mental concerns)

At issue is whether Papuans have an appro-
priate voice in the development of their
natural resources, especially considering
the wealth of natural resources and biodi-
versity of the area. A fundamental problem
according to some NGOs is that the prin-
ciple of Free Prior Informed Consent was
not applied at Tangguh — and is not
applied in Indonesia as a whole, since the
Government does not recognise indige-
nous people’s land and resource rights."
Other key issues include the need to
improve health and education and
strengthen capacity (both in local govern-
ment and broader civil society) for the
transparent and effective delivery of serv-
ices and to avoid the development of an
unsustainable ‘paternalist-dependency’
relationship with the company.

Security forces

A critical issue is whether the Indonesian
security forces will respect the political,
cultural, economic and civil rights of
people living and working in the project
area, such as, to express their views and
conduct peaceful protests. Security forces
unfortunately have an incentive to stir up
trouble in order to justify their presence
and/or demand payment for protection
services, as is believed to have happened at
Freeport McMoran’s project in Indonesia.
The extent of the security forces’ “business
activities” in Papua, namely guarding

16  Down to Earth (February 2004) The Tangguh gas project: what hope for human rights protection in a worsening political climate? Newsletter No. 60 [www.dte.gn.apc.org]
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company sites and exploiting natural
resources, is related to the funding issue as
70-75% of the military budget is estimated
to come from extra-budgetary activities.

Effects of in-migration

The influx of migrant labour associated
with project construction could displace
and dispossess indigenous communities
both culturally and particularly on health
issues. HIV/AIDS, rife in Papua, is a partic-
ularly dangerous risk.

Resettlement

The Tangguh Project site encompasses the
village of Tanah Merah, a predominantly
indigenous coastal community with 591
residents. Following consultations in 1999,
the residents of Tanah Merah agreed to
undergo resettlement which is now
underway.

It is important to clarify that as the
proposed Tangguh project is still in the
pre-construction phase, the region has so
far changed little with certain exceptions,
such as the extensive clearing and
construction for Tanah Merah Baru reset-
tlement, and the construction of the new
airstrip in Babo, which has opened the
flights.

However, reports indicate that prepara-

area to regular commercial
tions for the Tangguh project have already
created an underlying tension between “a
momentum of expectation” and consider-
able impatience for tangible benefits on
the one hand, coupled with fear and
mistrust because of past experience with

Freeport McMoran project.

Background of BP’s engagement
with human rights issues in
Tangguh

BP has at times received heavy criticism
from journalists, human rights groups and
politicians for the human rights conse-
quences of its operations. Most damaging
were the often widely publicized attacks of
BP’s security policies in Colombia from
1996-99. BP’s multi-million dollar security
agreements (convenios) with the army and
national police attracted criticism on the
grounds that the Colombian army had a
bad human rights record, and that BP had
no certainty the money would not be spent

on lethal equipment. Many allegations
were made including that BP provided
lethal training to the Colombian Police
through a British security firm which was
broadcast on The World in Action teLevi’-
sion programme in the UK. The company
did make some attempts to engage stake-
holders in discussion of these issues,
including the NGOs Amnesty, Oxfam and
Human Rights Watch. A letter to BP from
Human Rights Watch in 1998 states that
“Throughout this research [into human
rights issues related to BP’s operations in
Colombia], your corporation has shown
great openness in meeting repeatedly with
our staff and discussing openly your poli-
cies”."" These efforts to defuse the situation
in Colombia were wholly reactive, however,
and came too late to avoid serious damage
to BP’s reputation.

Thus the period from 1996 to 1999 was
a huge wake-up call for BP. In late 1999 two
Colombia managers were appointed to the
Tangguh Project, filling senior roles as
Project Director and Director of External
Affairs and Security. At Tangguh they were
faced with many similar issues surrounding
human rights, indigenous communities
and lack of institutional capacity. In the
words of one of these managers, they
brought with them a determination to
“learn lessons, avoid repeating mistakes
and do it right in Tangguh”.

In  addition to  controversies
surrounding its operations in Colombia,
BP is also trying to learn from criticism
levelled at the Freeport-McMoran copper
and gold mine located two hours away by
plane from Tangguh. The project has been
dogged by criticism of its environmental
record, for not hiring enough Papuans and
for using soldiers to protect the mine.

Policy development and
implementation

Developing the Integrated Social
Strategy (ISS)

BP intends the Tangguh Project to set the
standard for socially and environmentally
responsible development. Throughout
2000, six years before the Project is
expected to produce revenue, the Tangguh
team worked on developing an Integrated
Social Strategy defining the principles and
programmes the Project will implement,
and outlining where partnerships will be
formed. In January 2001, the Tangguh
team launched a three-day multi-stake-
holder dialogue in Papua to evaluate the
ISS and identify clear concerns early in the
planning phase. Participants expressed
much justified skepticism — “a key challenge
was getting people to trust our intentions”,
recalls the then Director of External and
Security Affairs John O’Reilly.

Management structure

| BP Group Chief Executive |

Tangguh Independent Advisory Panel l—

| President BP Indonesia |

| President Tangguh Project |

1
Director of
Project rectoro Marketing Commercial
. External ) )
Director . Director Director
Affairs
[ I I ]
Community Government Diversified Growth
Relations Relations Security Function Strategy
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I
I ] I
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17 Human Rights Watch (April 1998) Colombia Human Rights Concerns Raised by the security arrangement of transnational oil companies. This is a series of open letters to
Occidental Petroleum, British Petroleum, and the Colombian government regarding the human rights concerns that arise from formal security arrangements between the
companies and the Colombian military. Available on-line at www.hrw.org/advocacy/corporations/index.htm.
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Stakeholder Map

Directly affected villages

Indirectly affected villages

Districts

Regencies

Papua

Indonesia

International

The Tangguh team had selected five
values to underpin the various programmes
contained in the ISS. These came to be
“cepps’”:

empowerment, partnership, participation,

known as the consultation,
sustainability. As a result of the dialogue,
three further values were added — human
rights, justice and transparency. Other
strong messages conveyed at the dialogue
were that Tangguh should not induce large-
scale in-migration, destabilize traditional
resource rights, or produce conflict.
Employment and training were also key
issues for the affected communities.

Once agreement on the ISS was reached
in 2002, its commitments became binding
through the mandatory Environmental and
Social Impact Assessment (ESIA) signed
with the Indonesian government. The
important feature of the Tangguh Project is
that the ISS is intended to be an integral
part of project organisation. The manage-
ment structure is therefore designed such
that the ISS Director does not report to the

Project Director but to the overall Tangguh
boss. This emphasises the parity between
the engineering/construction side and the
social dimensions.

ISS programme categories

Revenue management

Assuming that the 2001 Special Autonomy
law for Papua is not effectively negated by
provincial division, revenues will be
divided between the central government
and the Papuan regional government by a
ratio of 70:30. According to this formula, it
is expected that over the next 30 years,
central government will receive more than
$8.7 billion from Tangguh, and the Papuan
government will receive $3.6 billion.
During its period of highest impact from
2011 - 2022, around $225 million annually
could flow from Tannguh to the Papuan
provincial government; currently, Papua’s
total annual budget is approximately $190
million. In other words, Tangguh's contri-

President LNG Tangguh

T R —_

BP and the Tangguh Project

Leaders (admin, religious and tribal,
village sub groups)

Leaders (admin, religious and tribal,
local NGOs)

District heads, local NGOs,
religious leaders, local police

Regent, assembly, local
diversity, NGOs

Governor, assembly, NGOs,
religious leaders, academics,
donors, security forces

President, cabinet, Parliamnent,
NGOs, embassies, security forces,
busines councils,

multi-laterals

NGOs, bi-lateral and
multi-lateral agencies,
foreign governments

bution could increase revenue to the
Papuan regional government by approxi-
mately 125% within the next 10-15 years.

The capacity of Papua to manage these
sizeable revenues in a transparent manner
is of critical importance. BP defines the
following role for itself:

* Fund capacity-building projects in
financial management for govern-
ment (consultancy advice, training,
accounting structures, data systems
etc.)

* Facilitate the creation of a public
savings fund

* Leverage NGO partnerships to

support civil society and public trans-
parency

26



The Business and Human Rights Management Report

Estimated revenues from the Tangguh Project to Papua 2005-2003. Source — BP.
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Diversified Growth Strategy

BP’s involvement in the Diversified Growth
Strategy (DGS) grew out of an awareness of
the impacts of large-scale projects such as
Tangguh gained notably from BP’s experi-
ence in Colombia and from a series of
meetings between Tangguh’s Director of
External Affairs and Security and the
NGOs Amnesty and WWF in Washington
in 2000 which highlighted the Project’s
potential secondary and tertiary impacts.
The Papuan authorities at Provincial and
local levels are the drivers of the Diversi-
fied Growth Strategy (DGS), and have
formed a team with Tanggu and other
stakeholders (USAID, UNDP and the
provincial and Bird’s Head district govern-
ments) facilitating and providing financial
and technical assistance for human and
civil capacity building. The Central
Government is also playing a supporting
role. BP’s influence over the programme is
limited as “ownership” of concept and
implementation must be with the Papuan
authorities and civil society. BP provides, in
2004, office space for the DGS secretariat
in Jayapura (this office adjoins the
Tangguh GPA office). BP Tangguh officers
provide targeted technical assistance on a
rotating basis. In 2002, BP also assigned a
full time field operator in Papua.

The DGS was developed with two main
objectives: first, to promote project-related
activities in Regional Growth Centres in
order to draw economic activity away from
the Project site which cannot accommodate
it, and second, to build capacity for
district-level government agencies in
regional planning and sustainable devel-
opment.

To achieve the first objective to draw

2020 2025 2030

economic activity away from the Project
area itself, the DGS team has identified
Regional Growth Centres shown on the
map below. In order to avoid in-migration
to the Project site, these centres will be
points for recruitment, payroll and R&R.
The
includes a number of programmes to build
capacity for planning and budgeting,
including infrastructure development,

Diversified Growth Strategy

fiscal management and investment incen-
tives. The overall DGS Implementation

Agreement was launched at a two-day
workshop on 19-20 January 2004 entitled
Sharing Results Workshop. This meeting
provided partners and government with an
informal setting to share programmes,
tools and results to date. A follow-on
meeting in Jakarta (date to be determined)
will further examine tools and assessments
being undertaken by the 12 partners (BP
and USAID) along with the DGS secre-
and UNDP
stakeholders working in the region, as well

tariat and other key
as how to strengthen co-ordination and
timely sharing of results.

The Papuan Content programme was
the first DGS project to enter the imple-
mentation phase in October 2003. It will
contribute towards achieving the broader
DGS objective to explore the potential for
micro-enterprise and micro-finance which
is hoped will foster sustainable and diverse
economic development. Over 120 Papuans
attended the first in a series of induction
workshops for local entrepreneurs aimed
at enhancing their business leadership
skills and business knowledge (particularly
of oil and gas). The programme is run in
close partnership with BPMIGAS and local
Chamber of Commerce (Kadinda).
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BP is also working on a micro-finance
programme. This will start with a micro-
savings programme to encourage and
reward saving, creating a local investment
culture which will, in turn, form the basis of
a micro-loan programme. Several assess-
ments have been done or are in process
that will serve as the basis for long-term
programming. It is hoped that the use of
micro-finance as an engine for creating
small-scale enterprises in the Bintuni Bay
area will contribute to the creation of an
informal job sector that counteracts over-
dependence on the Tangguh Project.

Community Action Plans (CAPs)

The Tangguh project impacts on nine so-
called Directly Affected Villages (DAVs).
Through a continuous consultation process
now in its second year, the Tangguh team is
attempting to mitigate the negative impacts
of the project, as identified in the ESIA,"
and address additional community priori-
ties. The consultation process uses current
international best practice - a variant of the
(PRA)
never before wused in

Participatory Rural Appraisal
methodology,
Indonesia. Using this methodology, feed-
back and guidance from local communities
and Papuan NGOs are incorporated into
the design of consultation processes. For
example, reservations amongst NGOs
about the pure PRA process led to the
development of a modified version which
accommodated wider involvement of
Papuan students and NGOs, such as
FOKER and YPMD-Papua and allowed
some NGOs to observe rather than partic-
ipate.

Community Action Plans are developed
on the basis of week-long meetings hosted
by each village in rotation and attended by
up to 100 people. This includes a team of
facilitators (an NGO or institution), a BP
Tangguh team (comprised of representa-
tives from the BP Community Affairs and
Development Teams, and managers
visiting from Jakarta) and local govern-
ment staff. The logistics of these meetings
are an important part of the relationship
building process as transportation (by
boat) can take an entire day and the host
village is responsible for providing meals
and accommodation.

The consultation aims to identify devel-
opment priorities, required resources,

implementation schedule and potential
partnerships. It is integral to the relation-
ship building process between BT and the
communities. Through consultation, or
so-called Participatory Planning, members
of the BP Tangguh team work with
communities to produce Community
Action Plans (CAPs). CAPs are both devel-
oped by the communities and specify the
community’s role in implementation.
CAPs are intended to supplement rather
than substitute basic welfare that should be
provided by the government.

The first year of consultations indicated
community interest in education, health-
care, institutional capacity-building and
community-based economic development.
Several programmes have been initiated,
including a $30,000 per year contribution
to self-administered funds for each of the
nine DAVs; a program to educate the local
populations regarding HIV/AIDS; and
another to facilitate a malaria survey and
community treatment in the Project area.

A Community Development Team is
responsible  for  facilitating  these
programmes. The team is comprised of
roughly 30 Papuan development profes-
sionals, local community members and
expatriates and is based in the Bintuni Bay
area. It works closely with the Community
Affairs Team (CAFT) which acts as a two-
way channel between the communities and
the company, identifying issues and
communicating feedback and recommen-
dations. Every village is assigned one or
two CAFT members to act as a liaison.
Located in Papua which is two time zones
away from the rest of Tangguh Project
managers in Jakarta, these teams have
considerable responsibility and discretion
in implementing the ISS programmes on
the ground.

Programme priorities of CAP are
implemented by the local communities
and BP’s Community Development Team
one by one according to the agreed time-
schedule. Upon completion of each
program, the community together with
project community development officer
make a written report, before they move
on to the next program priority. Each year,
an independent institution will perform
an evaluation of the implementation
program and revisit the CAP. During the
evaluation, the CAP may be modified to

accommodate any new needs or aspira-
tions that are progressing in the
community.

BP’s greatest challenges working with
communities on local development
matters are first, to manage the risk of
raised expectations and second, to miti-
gate the danger of perceived competition
over benefits. The Tangguh Independent
Advisory Panel warns: “The process
already has produced “a momentum of
expectation” at all levels and considerable
impatience for tangible benefits.... BP’s
presence already has led to a series of esca-
lating requests, bordering on demands, by
those affected by the Project”. The Advi-
sory Panel and NGOs are recommending
that BP now move more from planning
and dialogue to provision of benefits in
the areas of health, education and infra-
structure. BP’s approach to managing this
matter is, “by being consistent, and
continuously communicating our roles
and responsibility... Involvement of
Government officials on our programmes
should also help manage this issue as the
local government will in turn fully manage
the development of the area, as this is the
Government’s responsibility. We have
been making effort to build the capacity
(through training and consultation) within
both the Government and community to
make them bet