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Smart education and training
starts with knowing what works...
Do you have training and education goal to drive awareness
and build capacity in your supply chain however do not know
where to start?
Let us help you through private supplier training events that leverage
the successful knowledge transfer methods and techniques of the
Ethical Sourcing Forum.
• Building a healthy and sustainable supplier base requires continuous
learning and efforts.
• Let our experience be your tool to performance improvements
and positive impact...

Call +1 973 924 2510
or email: customerservices@intertek.com
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Welcome to Intertek’s latest industry report that follows-on from the proceedings of the recent Ethical
Sourcing Forum in Paris. We have focused on some of the key issues that were raised during the conference,
reproduced some highlights from the presentations and interviewed the speakers, taking forward the debate
from the conference floor.
This report also includes a special study on the EU's REACH legislation relating to chemicals. In addition
we have case studied the Common Code for the Coffee Community (4C), an example of a successful
multistakeholder initiative, and looked at some other supply chain solutions.
Don’t hesitate to provide us with comments and feedback on this industry report, particularly if there are
issues or conference sessions that you feel we should have also featured.
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Conference review: The CSR regulations and standards landscape

ET H I C A L SO U R C I N G : I S I T P O S S I B L E ?
Speakers: Kerstin Born, executive director, CSR Europe; Benan Vey, vice president marketing and CSR,
Hey Group; Marie d’Huart, partner, Cap Conseil

As more companies are introducing comprehensive ethical behavioural issues into their
sourcing policies – and looking to their
supply chains to deliver similar levels of
excellence – there are a number of key
questions they have to address.
• What are the elements that should make
up an ethical sourcing policy? How can
ethics be applied to different industry
sectors and companies?
• What is best practice, and where are there
sources of information available about this?
• How should companies wade through the
proliferation of standards and codes and
focus on what works best for them?
These were some of the issues thrown up at
the opening session of the Ethical Sourcing
Forum in Paris. Following is a review of the
presentations and the open floor debate. See
p5 for more on CSR Europe’s responsible
supply chain management CSR laboratory,
and p9 for an interview with the Hey Group’s
Benan Vey.
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Kerstin Born

Benan Vey

Marie d’Huart

CSR Europe’s Kerstin Born opened the conference
by posing the question: what are ethics? She pointed
out that there are different definitions even within
Europe, and that ethical behaviour should mean
much more than just compliance with the law.
Born described how the CSR Europe network has
grown from small group of companies – with the
support of the European Commission – to an
independent business network with 68 corporate
members, partnering with 25 national institutions.
Among CSR Europe’s activities, Born highlighted
the implementation of CSR Laboratories – which
are mediums to support exchanges between
businesses, relevant stakeholders and governments
that aim to find practical solutions for different CSR
challenges. In particular, she highlighted the work
of the Responsible Supply Chain Management
Laboratory (see p5).
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CSR LABORATORY: RESPONSIBLE
SUPPLY CHAIN MANAGEMENT
Lead by Titan, Volkswagen and HP, and
facilitated by CSR Europe, BSCI and the
Hellenic Network for CSR, the CSR Laboratory
on Responsible Supply Chain Management
aims to identify the regulations and international standards relevant to supply chain
activities. Using this knowledge, the laboratory
is a forum for discussion of best practice,
developing tools and guidelines that can be
implemented both within large corporations
and SMEs.

T H E C S R R E G U L AT I O N S A N D
S TA N D A R D S L A N D S C A P E

• a user-friendly map of key international
standards and principles related to the
different areas of supply chain management,
as these are currently very much fragmented.
• training materials – for large companies to
improve their management systems, and for
suppliers to take a proactive approach
towards their CSR strategy and practice,
internally and in their supply chains.
Source: www.csreurope.org

Through the sharing of experience between
companies and with stakeholders, and through
close dialogue with suppliers, a primary
objective of this laboratory is for participants to
better understand their sphere of influence and
level of responsibility regarding the implementation of social and environmental standards
within their supply chains.
Participants challenge one another to explore
how, beyond the traditional audit and control
approach, they can improve their current
processes and develop new initiatives that
enable their suppliers to enhance their own
CSR practices and to become capacity builders
for their own suppliers.
The ambition is to generate wider supplier
understanding and ownership of CSR, thereby
better cascading social and environmental
standards down throughout supply chains.
The ambition of the laboratory is to develop a
European Portal for Responsible Supply Chain
Management. The purpose of the Portal is to
ensure access by a wide audience to:
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In her presentation, Benan Vey, from the Turkeybased Hey Group, focused on the differences that
big international brands can make in their supply
chains.
She highlighted how circumstances have moved
on from the initial activities of pioneers like Levi’s,
which established a code of conduct for their
factories and supply chain in the early 1990s. Many
have since followed, and now, Vey argued, it is not
enough just to have standards – ensuring that the
standards are appropriate and that there is
compliance with them in factories and supply
chains are the key issues.
Brands play a central role in raising standards, Vey
said, pointing out that it is in their interests to do
so. Good working conditions at a brand’s factories
6
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means that they will attract and retain the best
workers.
With the proliferation of codes, though, factories
face the problem of which standard to apply. Vey
argued the need for common codes of conduct
that take the highest standard from company codes
(or local laws if relevant) but simplify the
compliance procedures for factories and suppliers
enormously. She highlighted the Jo-In Project in
Turkey, which is moving towards a common code
for the Turkish apparel industry.

See p9 for more from Benan Vey on supply chain
issues in the apparel industry and why double
book-keeping could be the sector's next hot topic.
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Marie d’Huart, partner at Belgian consultants Cap
Conseil, concentrated on examining some of the
dilemmas that are thrown up by the ethical debate.
As examples of the questions that now are being
addressed, she asked if consumers should eat
intensively produced fruit from local sources or
fairtrade produce from overseas, or buy an
expensive sweater made locally or a cheap one
made in Bangladesh. Should companies hire older
people in Europe or create new jobs in developing
countries?

She raised some other specific questions:
• Is the current explosion of standards a positive
sign for ethical sourcing or a exercise on paper?
• Is there a link between social compliance
standards and fair trade initiatives?
• Does ethical sourcing imply a fall-back on purely
local sourcing?
• Which actors are the best placed to influence
ethical sourcing and make it move forward?
These, she said, are the issues that need to be
addressed for ethical sourcing to be a reality.
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GUIDELINES EXPLOSION, GLOBAL
STANDARDS AND MOTIVATING
SUPPLIERS
A number of further issues came up for debate
at the forum, and were analysed by the panel
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D’Huart took this point further. She said that the
best approach depended on location. Legal
tools work best in some areas, voluntary tools in
others. Moving from a code of conduct to a
more regulated approach can work, she believes,
but in all circumstances constant improvement,
through whatever means, is the key.

One of the big questions for companies looking
to integrate ethics into their purchasing policies
is whether the explosion in the number of
different guidelines is a positive thing or a
negative thing. Marie d’Huart said that it could
be positive, if entire sectors were able to
improve together. Across sectors there needs to
be increasingly a “levelling of the playing fields”,
she said. However, global standards should be
the eventual aim.
But is a set of global standards possible?
Benan Vey questioned their feasibility, suggesting that perhaps regional standards would have
a better chance of succeeding.

But many companies feel that audits don’t
work, that there is too much of a checklist
mentality and suppliers will fool the auditors if
they get the chance. The question is: what is the
best way to motivate suppliers and help them
want to comply?
Vey believes that standards don’t work if there’s
no motivation on the part of the supplier. And
financial motivation is frequently effective. But a
crucial area is to make factory management
positive about the values and see why they are
being applied.
Assessing the true motivation of suppliers is a
major problem. D’Huart said that there should
be methods of constant contact, including
unannounced visits. An important point is that
people do want to run good factories; they want
well being among their workers. But integrating
moral values can be difficult. Explaining why the
values are important is vital: dialogue and
explanation.
Vey believes that examining management
systems is crucial: policies, procedures and
training. Buyers should make a second
unannounced audit so they can see how
problems raised by a first audit are being
addressed. “There will always be some issues
that are hard to pick up. Discrimination, for
example: a factory’s policy will always be antidiscrimination, but it is harder to find evidence
of what actually goes on,” she said.
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Interview: Benan Vey

EF F ECTIVE GU I DELI N ES AN D B R AN D P ROTECTION
Speaking after the Paris forum, Benan Vey, Hey Group, gives her views on tackling supply chain problems
and explains why she thinks double book-keeping is the next big hot issue

What are the biggest supply
chain issues in Turkey?
There is a bit of a vicious circle
regarding overtime. As Turkey is
close to Europe, with good
transport links to EU customers, there is demand
for quick turnaround in Turkish factories. So,
European customers push hard for ever-lower
delivery times.
Factory owners are forced to agree to tough terms
or risk losing the customer. And agreements with
customers frequently don’t allow outsourcing.
Turkish laws require that overtime be voluntary.
Factories have signature lists where workers sign
up to agree to working overtime. If too few workers
sign up, the management has to ask for volunteers.

In such circumstances it can become difficult for
employees to say no.
Why not just bring in more workers?
In a competitive environment, it is very difficult to
expand the workforce quickly. It can prove difficult
to have subcontractors approved by brands’ codes
of conduct. A possible solution is to have workers
that are on-call, meaning they report to the factory
when required.
What makes guidelines effective?
Key elements for guidelines are child labour,
working hours, freedom of association and wages.
Highlighting one of these elements, there is a
problem of living versus minimum wages. This is a
particular problem in Turkey where a living wage is
9
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around three times the legal minimum. Brands are
not prepared to pay enough to allow factories to

be able to offer advice. Let them consult! It is more
effective for the factory – it means that problems

pay workers a living wage. And governments can’t
just raise the minimum wage levels – they have to
be kept at a certain level because of macro

solved.

economic factors.
Codes of conduct can help, and multistakeholder
projects such as the Jo-In Project aim to provide a
single code of conduct that can be universally
applied. It takes the highest standards from all
codes of conduct to develop best practice.
How can solutions be identified?
Brands/buyers work with third party auditors. They
are cost-effective and provide objectivity and
transparency, reassuring the media and other
observers. So it’s a win-win situation.
But third party auditors are not allowed to provide
advice or suggest solutions. Internal monitors are
better able to give solutions as they work with the
factories. These monitors are in the best position to
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can not only be identified, as in an audit, but also

This may be more expensive, initially, but will lead
to fewer audits, eventually.
The issue of double book-keeping was raised at
the forum in Paris. How big an issue is this, do
you think, and what can be done about it?
Double book-keeping – where workers are paid
appropriately but employers don’t show all the
actual payments (such as overtime payment or
wages higher then the local minimum wage) in the
books to avoid paying tax – is an endemic global
problem. And it’s not just in places like China or
Turkey – it’s rife in Portugal, Spain, Greece and
Bulgaria, for example.
While workers may be getting their wages correctly,
if their full wages and benefits are not recorded
completely in the books, then they lose out on
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higher rates of state pensions and other benefits as
the authorities have incorrect records of their
employment.
As so many companies are evading their tax
obligations, tax authorities are significantly losing
revenue. The situation can then be exacerbated by
governments putting up tax rates in an attempt to
increase what they have coming in. Factories on
very tight margins find themselves unable to pay
the correct tax figure, and present false records so
that the amount payable is reduced.

T H E C S R R E G U L AT I O N S A N D
S TA N D A R D S L A N D S C A P E

tax rates and, at the same time, work with the
factories and suppliers to reduce the incidence of
double book-keeping. This has the double benefit
that tax revenues are not reduced and that
factories’ operations are brought within the law.
It’s an issue that is routinely ignored: codes of
conduct typically require that wages and benefits
be paid according to local customs. But none of the
stakeholders, including the media, emphasise
double book-keeping, despite the fact that it is well
known that everyone is doing it.

So what are the solutions?
Brands have the power to help in this area too.
They can work with governments to lower official
11
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Conference review: CSR and the supply chain

S U STA I N A B I L I T Y A N D S U P P L I E R R E L AT I O N S
Speakers: Christian Ewert, president and CEO, ICTI CARE Foundation; Gerhard Prätorius, head of
co-ordination, CSR and sustainability, Volkswagen; Ariane Thomas, purchasing director supply chain,
L’Oréal

It’s one thing for a company to accept that
adopting an ethical sourcing policy is the
right thing to do. But what is the best way to
go about it? And, what are other companies
doing? What are the benefits of accreditation
to an appropriate code of conduct, for
suppliers and buyers?
Here, drawn from a plenary session of the
Ethical Sourcing Forum, speakers from
Volkswagen and L’Oréal outline two different
approaches to developing an ethical supply
chain. And the example of the ICTI-CARE
Process for the toy industry demonstrates
how ethical performance standards can
provide confidence for brands and factories
alike.
See also p18 for more from L’Oréal’s Ariane
Thomas on supplier auditing issues.

Volkswagen’s Gerhard Prätorius outlined the scale
of the German car giant’s supply chain that
provides the component parts for over six million
cars a year. The company itself employs around
325,000 staff and had a turnover in 2006 of €105
billion.
12

Christian Ewert

Gerhard Prätorius

Ariane Thomas

Prätorius highlighted an ethical dilemma that the
car-making industry finds hard to get around. The
problems of climate change, and the role that car
emissions has in this, along with other exhaust
pollution issues, are major concerns that effect
everyone. Yet transportation is a vital factor in
economic development.
One of the first signatories to the United Nations
Global Compact, Volkswagen has adopted a strong
ethos of sustainability that will, the company
believes, strengthen its competitiveness. This
extends to Volkswagen’s relationships with its
suppliers.
Volkswagen has environmental protection
requirements for suppliers:
• creation and application of environmental
management systems
• active dealing with ecological challenges
• prevention of environmental damage
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• use of products and processes with low
resource consumption
• low waste and high levels of recycling
• training

C S R A N D T H E S U P P LY C H A I N

VW GROUP SUPPLIER PLATFORM
VWgroupsupply.com is the supplier platform
of the Volkswagen Group for collaborative

The company also requires suppliers to address
the following employee rights issues:

supplier management. The platform covers all
brands and divisions, including all business

•
•
•
•
•
•
•

processes from procurement, logistics, quality
control and technical development.

freedom of association
discrimination
forced labour
child labour
wages
working hours
health and safety

To promote excellence in all aspects of the
company’s supply chain, Volkswagen has
introduced an online supplier platform at
vwgroupsupply.com (see box, right). This site
provides collaborative supplier management for all
brands and divisions in the Volkswagen Group.

Once a supplier has registered they have
access to the entire Volkswagen Group
through the platform through a “Single SignOn”. Supplier companies are integrated into
all the Group’s business processes.
The platform is for companies that already
have business relationships with the
Volkswagen Group as well as potential
suppliers that want to establish themselves
with Volkswagen.
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Ariane

Thomas

from

L’Oréal

outlined
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the

company’s goal of building long-term partnerships
with suppliers, based on mutual respect, trans-

Thomas argued that assessing the motivation of
suppliers is something that requires a close

parency and sharing of information, strong
communication and high standards.

relationship, with regular meetings and a number
of audits. All L’Oréal supplier factories and internal
factories follow the same social audit procedure,

L’Oréal maintains a very close control of the

she said. They must firstly sign a letter committing
the company to follow ethical standards. This is

production of its brands and manufactures 94% of
its finished products in its own plants. It subcontracts the remaining 6%, either for specific
technologies or for where its production facilities
have a capacity shortage.
The company’s 40 factories and 70 warehouses
manufacture and distribute finished products
around the world, and are at the centre of a supply
chain including all packaging, raw materials,
industrial equipment, indirect purchasing and
promotional item suppliers. Thomas stressed that,
wherever possible, L’Oréal manufactures products
close to their markets so that shipping is kept to a
minimum.
L’Oréal had in the past disparate purchasing teams.
Now processes are more centralised, making
supplier performance management much more
straightforward.

14

followed up with a semi-announced audit – in a
30-day window – and, following the audit, a
corrective action plan.
L’Oréal is making significant improvements. Of the
factory audits undertaken between 2002 and 2005,
there was a 28% compliance rate. The comparable
rate for audits in 2006/07 was 52%.
See p18 for an interview with Ariane Thomas that
examines some of these issues further.

L’ORÉAL IN NUMBERS (2006)
•
•
•
•
•

19 global brands
61,000 employees
€15.8 billion worldwide sales
4.5 billion units manufactured
€533 million invested in research and
development
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Christian Ewert, CEO and president of the ICTI
CARE Foundation, outlined some of the issues his
organisation faces monitoring and auditing
factories involved in the toy manufacturing
industry. The ICTI CARE Process is a multistakeholder initiative that brings together
representatives from suppliers, brands, retailers,
governments, NGOs and civil society, with the aim
of ensuring safe and humane workplaces.
1.1 million workers are employed in the near 1300
factories that registered with the ICTI CARE Process.
21 national toy associations are accredited members
of the International Council of Toy Industries (ICTI).
Ewert stressed that when the ICTI CARE Process
uncovers violations of its process in unannounced
quality control audits in factories it is a key
objective to keep the factories in the process. To

C S R A N D T H E S U P P LY C H A I N

achieve this a remediation process is offered. This
probationary agreement requires the factory to
undertake all necessary steps to correct violations
of the process and to go through as many as four
unannounced surveillance audits during the
consequent 12 month period. However, when a
factory does not change its practices, factories have
been expelled from the process. The growing
shortage of workers makes it less difficult for
workers to find alternative employment.
As auditing factories only gives a snapshot of a
particular day, the ICTI CARE Process has recently
started to distribute so called factory worker cards
to factories “on probation” enabling workers to
contact a hotline. Employees can call anonymously
to blow the whistle on poor practices at their
places of work. While this practice is not new it is
an effective tool for workers to raise awareness.
15
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“ We have found that selfassessment has been a
useful way of building trust
with our suppliers”
Gerhard Prätorius, VW

EXTERNAL AUDITING,
SELF-ASSESSMENT AND WHISTLE
BLOWING
Different sectors need different auditing
procedures
External auditing is a major issue for buyers
looking to ensure ethics in their supply chains.
Inevitably there are doubts as to the
effectiveness of the process.
Ariane Thomas argued that it is important to get
the rating matrix right, and to ensure that sites
are looked at consistently. Crucially, an audit is
not certification – it is just a picture of what’s
happening on one day. She said that it’s
important to get feedback from the factory as
well. And, third party auditing is an important
part of the process.
Contrastingly, Gerhard Prätorius said that, for
VW, it doesn’t make sense to use third party
auditors at this stage. VW is concentrating at
integrating its ethical requirements into existing,
traditional, processes, and wants to keep on
building trust with suppliers.

process and a corresponding increase in the
awareness of CSR issues by the manufacturer.
He said: “We have found that self-assessment
has been a useful way of building trust with our
suppliers. We can give them the information
about what we want and let them come up
with solutions they are comfortable with.”
So, given that suppliers can fool auditors, many
companies feel concerned about the benefits of
announced versus semi-announced visits.
Christian Ewert said that ICTI-CARE shares this
concern, and had in fact moved away from
announced audits. “We were finding that
factories were concerned with getting around
the audit process,” he said.
To make it more difficult for factories to get
round auditing procedures or complying with
codes of conduct, anonymous employee
hotlines can be a useful method generating
feedback from concerned workers. But ensuring
anonymity is a key requirement. Ewert said: “For
Chinese factories, we have a China-based
mobile number that isn’t traceable. Callers don’t
have to leave their name.”

Prätorius believes that there is also a relationship between the complexity of a production
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Interview: Ariane Thomas

A U D I T I N G A N D T H E S U P P LY C H A I N :
L’ O R É A L C A S E ST U DY
Interviewed for this publication, L’Oréal’s Ariane Thomas, purchasing director supply chain, outlines
some further details about the company’s ethical purchasing policies and auditing procedures

What is it about L’Oréal’s supply
chain sourcing policies that you
are most satisfied?
It is very pleasing that the L’Oréal
ethical sourcing programme has
been in the hands of buyers since 2002 with a third
party auditing process. The same people that are
asking for compliance from suppliers are also
making the orders. This means that it is a very clear
process, with one L’Oréal voice for the suppliers to
deal with.
We are also pleased that the auditing process has
been deployed in all L’Oréal plants and
18

warehouses, and that our suppliers are continually
improving their processes – and this is something
we know we have to keep checking and following
up on, to ensure that satisfactory levels of
improvement are maintained.
At the Paris forum, the benefits of semiannounced audits were discussed. Can you
explain a bit further about L’Oréal’s policy on
audits?
We operate on the basis of 30-day-window semiannounced audits. We want to try and get as
accurate a picture as possible. It is hard for a factory
to hide the real situation for the whole of a 30-day
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period. And we do this for 100 per cent of our
audits – we feel it is very important to have the

Secondly, the sourcing policies are dealt with by
the buyers. And, thirdly, the company is seriously

same conditions everywhere.

and totally committed to ethical sourcing, from the
CEO and top management down. This is a vital
ingredient for success.

What are the next steps for L’Oréal?
We’re continuing to build on three important
building blocks that are the basis of our ethical
sourcing policies.
Firstly we don’t allow any self-assessment. Supplier
factories are all auditing by external inspectors. As
we have many different suppliers from across the
world it is not feasible to have self-assessment, as
any meaningful consolidation of results would be
impossible.

19
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LABOUR STANDARDS
MONITORING AT L’ORÉAL

standards and accepting the principle of
independent audits.

L’Oréal does its utmost to ensure that its
suppliers respect basic human rights, notably the

2. Third party audits

(ILO)

Audits are based on the principles set out by the

international labour law rules, and has
strengthened this commitment through a
reference guide and a methodology aimed at
monitoring its community of suppliers and
subcontractors.

SA 8000 standard, and carried out by a
specialised third-party in the local language.
Audits cover mainly labour standards, but also
basic environmental standards. The initial audit
is paid for by L’Oréal, and the resulting report is
sent to the supplier in the same format and at
the same time.

International

Labour

Organization’s

In 2006 the company made substantial progress
in terms of audits: 304 audits were initiated (276
initial audits and 28 follow-up audits) in 42
countries, of suppliers, subcontractors and
traders, amounting to a total of 456 audits since
2002.
In the case where immediate suppliers are
intermediaries or traders, L’Oréal considers that
supply chain risks must be controlled by an audit
of the actual production site.

L’Oréal has developed a three-stage
process for monitoring labour standards.
1. Suppliers sign a letter of ethical commitment, undertaking to respect L’Oréal’s labour
standards policy
The company’s policy on labour standards is laid
out formally in a letter of ethical commitment,
which is available in 11 languages (French, English,
Russian, Spanish, Portuguese, Chinese, Japanese,
Polish, German, Indonesian and Italian). In this
policy, L’Oréal requires conformity with the local
and applicable laws and demands that the
minimum age for contracted workers is 16.
This letter of ethical commitment was revised in
2006 and sent to 3,000 suppliers, subcontractors
and traders around the world who signed it, thus
committing them to respecting L’Oréal’s

20

Audits are carried out unannounced during a
prearranged period of 30 days, and include a
visit to the factory (workshops, offices, places of
residence and gathering), a documentary journal
and individual interviews with employees.
All subcontractors are audited wherever they
operate, as well as all suppliers of packaging and
raw materials in countries L’Oréal has identified
as “at-risk”: a list the company has drawn up
with the help of Intertek and others.
3. Creation and monitoring of a corrective
action plan where necessary
Cases of non-compliance and the required
corrective actions are identified and recorded in
a corrective action plan and presented to the
factory managers at the closing meeting. L’Oréal
buyers monitor that the corrective action plans
are decided and implemented by the supplier.
L’Oréal’s emphasis is as much on compliance
with the company’s standards as it is ability and
willingness of the supplier to implement
corrective action. L’Oréal says that it perceives
this as a key point of performance.
Source: L’Oréal 2006 Sustainable Development Report
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Multi-stakeholder initiatives and the supply chain

T H E CO M M O N CO D E F O R T H E CO F F E E
CO M M U N I T Y

The Common Code for the Coffee
Community (4C) is an independent membership organisation of
producers and all other relevant
stakeholders involved in the global
Carsten Schmitzcoffee industry. 4C’s Carsten
Hoffman
Schmitz-Hoffman, interviewed
below, says that the programme is designed to
continuously improve the conditions of the entire
sector as a development process, and not a product
certification. He argues that multi-stakeholders initiatives, such as 4C, can ease many of the problems
that companies encounter in their supply chains.
A lack of transparency in increasingly complex
supply chain networks makes managing supply

chain processes increasingly difficult. Multistakeholder initiatives can bring all these issues
together, and create transparency and efficiency
along supply chains.
What is required for a successful multistakeholder initiative (MSI)?
Neutrality – some MSIs are lacking effective
management capacity. A neutral facilitator is a key
requirement for a successful programme. There
needs to be a clear understanding of the results of
the process of setting up an initiative, and also
when it is appropriate to institutionalise the
concept. Some initiatives have been set up before
effective preparatory work on the concepts and
content.
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In general it is better to establish first a transparent
platform and then the institution – but the timing
of when to institutionalise is very important. You
need to have buy-in from the participants, and
agreement on the concepts. Are there going to be
standards? Voluntary guidelines? Or an exchange of
best practice?
What about testing the processes?
It’s very important to test the practicality of the
ideas around an initiative. You need feedback from
the field: what works and what doesn’t. There
needs to be a reality check, and a realistic approach
from the outset. This means that expectations of an
initiative’s outcomes are reasonable.
What sets the 4C initiative apart from other
coffee industry schemes?
Other coffee industry initiatives are effectively highend marketing vehicles, meaning that there are a
large group of producers that will never achieve the
standards. Also, consumers have to be prepared to
pay premiums for the labelling schemes to work.
In contrast, 4C is for everyone. It has a transparent
and participatory governance structure and sets
standards that are relevant for the entire coffee
producing industry. 4C has learned from the other
coffee standards/schemes – Utz Certified, Fairtrade
and Rainforest Alliance, for example – and in many
cases works to bring farmers to a level where they
can apply for these and other certifications.
What are the immediate benefits for farmers
joining up to the 4C initiative?
A crucial part of 4C is a strong encouragement for
farmers to co-operate with their neighbours, and
together raise their standards. Exchanging
information and best practice ideas is an easy way
for everyone to benefit. This also increases
efficiency and profitability – farmers can reduce
costs, improve the quality of their products and
increase income. 4C encourages farmers to
establish forums, on a national basis, to discuss
how the initiative can best be adopted.
22
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To what extent do you see “code fatigue” in the
coffee sector, and beyond?

Carsten Schmitz-Hoffman is senior product
manager for agricultural products at GTZ in

I think that multi-stakeholder initiatives can be a
good solution. The past decade has seen a
significant liberalisation of the commodity markets,

Germany. GTZ provides secretariat services for 4C.

and a decrease in the influence of regulatory
bodies. Voluntary initiatives are taking up the slack,
reflecting the reorganisation of the sectors.
There is a definite need for more co-operation
between codes and standards. Too many
organisations are doing similar work – there needs
to be synchronisation and not everyone reinventing
the wheel. 4C can work with the other labelling
schemes – as it is a baseline initiative.
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THE COMMON CODE FOR THE
COFFEE COMMUNITY – THE BASIS
OF AN EFFECTIVE MSI

The objective of the Code is to foster
sustainability in the “mainstream” green coffee

The Common Code for the Coffee Community is
a market-based and open initiative to promote

three dimensions. Encouraging sustainability for
green coffee is a productive, competitive and

and encourage sustainability in the green coffee
chain.

efficient way to enhance the economic conditions of the individuals employed and engaged
in the growing, post-harvest processing and
trading of green coffee.

Participants in the initiative cooperate to achieve
sustainability in the production, post-harvest
processing and trading of mainstream green
coffee in the long term. It is only through
commitment to continuous improvement by
stakeholders along the chain, including
corporate environmental and social responsibility, that this ambition can be achieved.
The Code’s approach to sustainability builds on
the Millennium Development Goals of the
United Nations, which aim at sustainable
livelihoods, and has a social, an environmental
and an economic dimension.
Coffee production can only be sustainable if it
allows for decent working and living conditions
for farmers and their families as well as
employees. This includes respect for human
rights and labour standards as well as achieving
a decent standard of living.
Protecting environments, such as primary forest,
and conserving natural resources, such as water,
soil, biodiversity and energy, are core elements
of sustainable coffee production and postharvest processing.
Economic viability is the basis for social and
environmental sustainability. It includes
reasonable earnings for all in the coffee chain,
free access to markets and sustainable livelihoods.

24

chain and to increase the quantities of coffee
meeting basic sustainability criteria within all

The mechanisms of the Common Code provide
conditions to re-arrange the transfer of added
value toward the producers, to optimise
cooperation and to raise awareness of responsibilities along the coffee chains. The mechanisms of the Common Code aim to provide
consumers and civil society with a credible
system that informs them about sustainability
performance in mainstream coffee.
The code is open to voluntary participation by all
stakeholders in the coffee chain that comply
with its principles. Each stakeholder, at their own
level of operations and activities, promotes and
supports the production, post-harvest processing
and trading of coffee on its way to sustainability.
This also applies to the promotion of coffee
products using or containing such coffee, taking
market conditions and practicability into
account.
Source: Preamble to the Common Code for the
Coffee Community
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Regulation and supply chains

C A S E ST U DY : T H E E U R O P E A N U N I O N ’ S R E AC H
PROGRAMME

The European Union’s new regulations for the safe
use of chemicals – the Registration, Evaluation,
Authorisation and Restriction of Chemicals, or
REACH – entered into force in June 2007.
Companies have a six-month window from 1st
June to 1st December 2008 to pre-register
chemical substances, and a series of deadlines up
to 2018 to fully register and to notify what
substances of very high concern are included in
finished articles. Failure to abide to the regulations
means that a company cannot continue to produce
or import the substance. So, the implications are
huge.
Following is a detailed explanation of what the
regulations entail, and what issues companies
need to consider. And then Intertek’s Dr Ruud

Overbeek explains on a practical level what the
REACH regulation is all about and highlights some
of the solutions that are available to help business
through the REACH registration process.

Why REACH?
The previous EU legislative framework for chemical
substances was a patchwork of many different
directives and regulations, which had developed in
an ad hoc manner. Existing and new chemicals
were subject to different rules. The European
Commission felt that this did not produce sufficient
information about the effects of the majority of
existing chemicals on human health and the
environment. Identification and assessment of risks
– covering the possible hazards of a substance as
well as exposure of humans and the environment
25
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to it – was a slow process, as was the introduction
of risk management measures. The system
hampered research and innovation, causing the
chemicals industry in the EU to lag behind its
counterparts in the US and Japan.
While new chemicals had to be tested before
entering the market, there were no such tests for
existing chemicals. The European Commission
believed that there was a lack of sufficient
information publicly available in order to assess
and control these substances effectively. And as
legislation required new chemicals to be tested
and monitored from very low levels of use, a barrier
to innovation existed that discouraged research
into new substances and favoured the use of
existing substances over new ones.
In order to establish a fairer chemicals strategy, the
EC established a new system for the Registration,
Evaluation and Authorisation of Chemicals –
REACH. The two greatest challenges for the REACH
system are to improve protection of human health
and the environment from chemical risks, while
enhancing the competitiveness of the EU chemicals
industry.

What are the processes?
The EC says that REACH is based on the idea that
the industry itself is best placed to ensure that the
chemicals it manufactures and puts on the market
in the EU do not adversely affect human health or
the environment. This means that the industry is
required to have certain knowledge of the
properties of its substances and manage potential
risks.
A single system for both established and new
chemicals is one of the key elements of REACH,
itself a very wide-ranging programme. With few
exceptions, all substances, whether manufactured,
imported, used as intermediates or placed on the
market (on their own, in preparations or in finished
articles) are covered.
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Substances that are radioactive or subject to
customs supervision are exempted, as is waste.
While many foodstuffs are subject to REACH, there
are special exemptions from many aspects of the
programme. Other substances that are, in the view
of the EC, already adequately regulated under
other legislation are also exempted. This includes
some medicines, and low risk substances such as
water, oxygen, inert gases and cellulose pulp.
Unmodified substances that occur naturally in
nature, including minerals and ores are likewise
exempt from registration as long as they have not
been chemically modified.
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tonne or more. If a company fails to register a
substance then that company is no longer
permitted to manufacture or import that substance.

What do companies have to do?

Companies will need to obtain information on the
substances that they manufacture or import and
use this information to assess the risks arising from
how the substances are used, and to ensure that
the risks that the substances may present are
properly managed. For each substance that is
manufactured or imported in quantities of one
tonne or more, a technical dossier must be
submitted to the European Chemicals Agency. If
the quantity of a substance is more than ten tonnes
then a chemical safety report is required.

A crucial aspect of the REACH programme is that
there is an obligation for manufacturers and
importers of substances to submit a registration to
the European Chemicals Agency, the administrative
body for REACH, for each substance annually
manufactured or imported in quantities of one

For substances that are part of finished articles –
manufactured goods such as cars, textiles or
electrical goods – there is a special regime that
applies. The EC says that it has been aware of the
need to adopt a proportionate approach to the
27
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millions of articles put on the market in the EU, and
the potential some of them may have to cause
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subject

to

authorisation.

One

aim

of

the

authorisation is that these substances are
progressively substituted with safer alternatives

harm to human health and the environment due to
the chemical substances contained in them. In
general, the REACH regulations require that all

where economically and technically viable. The EU
believes that the announcement of a publicly

substances that are released as part of reasonably
foreseeable use of an item are registered according

available candidate list might be an incentive for
producers and users of these substances to start

to the same rules as apply normally, if the
substances are present in quantities greater than
one tonne per year.

proactively looking for safer substitutes.

In addition, notification to the authorities of the
presence of as yet undefined Substances of Very
High Concern (SVHC) is a legal requirement under
REACH, if present over 0.1% by weight and
imported in quantities greater than one tonne a
year. SVHC are substances that are toxic, or contain
mutagenic or reproductive toxins, for example.
Substances identified under REACH as “substances
of very high concern” will be gradually included in
Annex XIV of the REACH Regulation: Substances

Companies at the end of the supply chain are
especially concerned about a published list of
substances regarded as very dangerous. And it
would be an area of significant concern for major
brands, if branded products are found to contain
any SVHC over 0.1% by weight. As soon as a
candidate list for SVHC is published – which could
be as early as December 2008 – customers may
request information on those substances. Currently,
standard information request letters from NGOs have
been drafted and are waiting to be sent to brands as
soon as the subject candidate list is published.

Supply chain implications
One of main aims of the REACH process is that
there is communication in supply chains. Not only
will manufacturers and importers have the
information they need to use chemicals safely, but
so also will their customers, downstream users and
distributors. REACH regulations require that
information relating to health, safety and
environmental properties, risks and risk
management measures be passed both down and
up the supply chain.
Downstream users are defined by the EC as any
industrial user of chemicals, whether formulations
or preparations, or users of chemicals such as oils
and lubricants in other industrial processes, or
producers of manufactured articles such as
electronic components. They are required to
consider the safety of their uses of substances,
based on information supplied to them by their
suppliers. So that they receive the relevant
information, downstream users can make their
uses known to their suppliers so that they can
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include these uses in their safety assessments as
“identified” uses, or pass the request on further
along the supply chain.

health benefits of REACH, the EC argues, can be
estimated at roughly €50 billion over a 30 year
period.

Costs and benefits

In terms of the environment, the EC says that
REACH will contribute to reduced pollution levels
as well as less pressure on biodiversity – through
the improved control of toxic substances that can
be very difficult to remove once they are present in
the environment.

Creating a level playing field for all chemicals, and
simplifying regulations at the EU level are obvious
benefits the REACH strategy brings. For companies
there is the incentive for the use and development
of safer substances that will direct and stimulate
innovation.
The EC has based its suggestions of the benefits to
public health from the REACH legislation on World
Bank estimates and assumptions. Presuming that
chemicals are responsible for 1% of all disease in
the EU, and that the REACH process would lead to
a 10% reduction in such disease, the equivalent of
around 4,500 deaths caused by cancer would be
avoided every year. On the basis of a €1 million
value assigned to preserving a life, the potential

Costs of implementing the REACH processes are
clearly an area of concern for the chemicals
industry. The EC estimates that the direct costs of
REACH to the chemicals industry will be a total of
€2.3 billion over the first 11 years after the
regulations came into force. Time will tell if this is
an accurate assessment.
Source: “REACH in brief”, European Commission
Environment Directorate General
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CO P I N G W I T H R E AC H – T H E CO M PA N Y
P E R S P EC T I V E
Dr Ruud Overbeek, Intertek’s global project director for restricted hazardous substances, gives some
advice about how to tackle the REACH legislation, and what companies are doing about it

The REACH legislation all looks
very daunting. Is there an easy
way to get a handle on what is
required?
In principle, REACH is simple. If
you want to manufacture or
Dr Ruud
Overbeek
import chemicals in the EU, you
must know what the chemicals will do to humans
and to the environment. You must advise users
about the precautions they need to take, and you
need to provide information to the regulators that
demonstrates the product and its uses are safe.
30

Your responsibility extends from manufacture to
eventual disposal.
But, in practice, it is a serious undertaking to
comply with the REACH requirements. The
regulation itself is 800 plus pages long, with over
2000 pages of guidance documents. There are
specific requirements for manufacturers, importers,
producers, downstream users and distributors. And
then there are the separate responsibilities for each
tonnage band, and the phased time-lines dependent on tonnage band and hazard classification.
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In principle, a simplified two-phased approach can
be used to meeting the requirements of REACH.
Phase 1 should be addressed immediately as it
identifies requirements, determines responsibilities
and clarifies timelines. Obviously the outcome of
this phase should be a corporate strategy that
meets REACH timelines and requirements.
Phase 2 should focus on the execution of the
defined responsibilities, ie collating and submitting
technical documentation, inclusive of data
gathered from the supply chains, with the intent of
fulfilling the requirements under REACH.
Why has this legislation been introduced?
What people perhaps don’t realise is that chemicals
are everywhere and most of these chemicals
should be of no concern. However, certain
chemicals should be of concern as they negatively
affect human health and the environment.
There are some better-known examples of known
hazardous chemicals: lots of people talk about lead
– it’s been regulated for years, especially in toys.
Clearly people don’t want children putting
something in their mouths that is dangerous. Lead
in paint, electronics and fuel has become regulated
as well. However, there are products where lead
may still be present, where consumers probably
are not aware of its presence.
There has also, as another example, been a lot of
recent controversy around certain phthalates –
chemicals used to make hard plastics more useful
and flexible – that some research indicates can be
dangerous in certain circumstances.
The REACH legislation is trying to assess what is
going on, raising awareness in the industry. But it
needs to be a tangible process so that people can
grasp the problems
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Companies must have a
strategy now to deal with the
impact of REACH on their
company and supply chain

What should companies be doing to prepare
themselves for REACH?
As stated before, companies must have a strategy
now to deal with the impact of REACH on their
company and their supply chain. But
understanding the 800 pages of legislation is quite
an undertaking – and that’s where specialist advice
is very important. Companies need to be
supported through the processes – and if the
timelines are missed, then companies can lose the
right to trade. So, there are implications for
consumers too.
There is the problem that suppliers are not always
prepared to disclose fully what they are up to –
they need to maintain corporate confidentiality in
competitive business environments.
What if a company is based outside the EU?
In principle a company outside the EU has no legal
obligations under REACH, but in practice such a
company is reliant on downstream sellers,
importing or distributing their products within the
EU, complying with the legislation. If there is noncompliance among customers then sales can be
interrupted.
So, non-EU companies are forced to consider either
pre-registering substances that are REACH-relevant
via their supply chain, or by pre-registering via a socalled “Only Representative”. This is in effect a legal
vehicle that will knowledgeably deal with the
32

REACH compliance process as it applies to the nonEU company, (pre)registering substances that are
affected and being the point of contact for
correspondence with the European Chemicals
Agency as required.
Appointing a third party to handle certain or all
aspects of REACH will enable companies to take a
hands-off
approach
while
ensuring
an
uninterrupted business flow.
To sum up, what are the secrets to coping with
REACH?
It’s important to remember the importance of
brand protection. If your company’s products are
subject to REACH then non-compliance is not an
option if you want to continue selling in the EU.
Establishing a good supply chain strategy is vitally
important, and making sure that suppliers are
aware of the importance of this legislation.
Also, remember that REACH is trying to ease
processes, and put in place clear measures that will
ultimately prevent damage to human health and
the environment. For companies operating in the
EU, it is designed to improve their competitiveness.
And, more widely, as everyone becomes more
informed about chemicals and their exposure to
them, it is inevitable that levels of concern about
them will increase. If the REACH process alleviates
this concern then this is a clear way in which it will
be good for business.
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GETTING SPECIALIST ADVICE
To navigate through the REACH process,
companies can be well advised to seek expert

Focusing on interaction with and gathering data
from a client’s supply chain, consolidation and

assistance. Intertek can provide complete endto-end solutions for REACH compliance. With a

completion of documentation requirements
and submission of registration forms, Intertek’s

worldwide network of specialists dealing with
chemicals, and the support of global analytical
services and risk assessment facilities, Intertek
can provide a unique model for companies
confronted with the REACH regulations.

experts are tuned in to the REACH processes.
Whether a company requires to outsource
portions or the complete REACH compliance
procedure, Intertek can help. And for non-EU
based companies, Intertek has a comprehensive
array of “Only Representative” services.
For more information about Intertek’s
REACH compliance services, go to
www.intertek-reach.com
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Supply chain solutions:
Maintaining security and efficiency of commodities supply

C A S E ST U DY : N C A S EC U R I T Y P O RTA L
Intertek has devised a clever online security portal for the US coffee industry

Keeping the US coffee supply chain efficient, while
ensuring its security in an environment of
heightened alert and concern about terrorist attack,
has been a major concern of the National Coffee
Association of the USA (NCA). As part of the antiterrorism efforts of the US federal government, the
NCA has partnered with Intertek’s Sustainability
Solutions to devise an online portal that helps NCA
members protect their importing processes and
demonstrate their supply chain security efforts to
the US Custom’s and Border Protection agency’s
Customs – Trade Partnership Against Terrorism (CTPAT) programme.
34

NCA’s new portal has introduced risk control and
assurance procedures via an internet-based
security system. As part of the C-TPAT programme,
NCA members will be able to take crucial steps to
tighten their importing and supply processes to
ultimately reduce the risk of foodstuffs and/or
supplies being exposed to terrorist activity.
C-TPAT requires that members of the programme
account and provide evidence for the creation and
approval of procedures and processes for a trade
security programme. They must demonstrate the
verification of supply base security processes and
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procedures. Members are required to show sound
trade security processes and these must be

programme and will give subscribing importers
easy access to security data on suppliers under C-

continuously improved. Also, they must be able to
display to the Customs and Border Protection
agency all security efforts to date.

TPAT guidelines. Suppliers will have to fill in and
maintain a security profile and questionnaire. In
addition, the portal will deliver in-depth, on-line
training tools and seminar programmes.

To meet these requirements, Intertek has created
an internet portal that will serve as a central
repository of information and maintain an official
registry of NCA suppliers and their security
practices under the C-TPAT guidelines. This
particular online portal will provide various tools
for NCA’s extensive membership under the C-TPAT

The portal is being developed by Connected
Sources, a joint venture company of Intertek. Pilot
testing is now underway with five coffee importers:
Starbucks, Vol Kafe, American Coffee Corp, Rothfos
Corporation and Atlantic Coffee Company. The
portal is expected to go live in March/April 2008.

NATIONAL COFFEE ASSOCIATION
The NCA is the leading trade organisation for
the coffee industry in the US, the only
association that serves the whole of the
industry. The association focuses on market and
scientific research, domestic and international
government relations, public relations and
education. The NCA’s mission is to champion
the well being of the US coffee industry within
the context of the world coffee community.

Commenting on Intertek’s innovative portal,
Robert F Nelson, NCA president and CEO, says:
“NCA is taking the lead to help the coffee
industry partner with the US government to
protect our food supply effectively and
efficiently.”
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