Sojitz Group

Supply Chain CSR
Handbook

Sojitz Group CSR Action Guidelines for Supply Chains

Purpose

We prepare and distribute this Handbook to all of our
business partners to:
1) Share Sojitz Group CSR Action Guidelines for
Supply Chains
2) Introduce Sojitz CSR initiatives
3) Provide a basic explanation of CSR and CSR for
Supply Chains, and introduce case studies where
environmental and social (human rights) risks have
aﬀected corporations in the supply chain
We would greatly appreciate you taking the time to
read this Handbook, to deepen your understanding of
Sojitz Group initiatives and to enable us to work
together with our business partners. We will put to
use any new feedback on potential areas for
improvement in striving to create a sound supply chain.
Going forward we plan to exchange opinions with our
clients by visiting respective oﬃces or by collecting
answers to CSR surveys, and may also request a tour
of production plants or production sites. We would
greatly appreciate your understanding and cooperation.

The Sojitz Groupʼs business activities are underpinned by collaboration
with business partners in diverse countries and regions as well as
within various industries. The Sojitz Group strives to promote
CSR initiatives in the supply chain as we conduct our business in
this diverse context.
Our Expectations: In order to conduct responsible business, incorporating
respect for the human rights of stakeholders and protection of the
environment, the Sojitz Group asks its suppliers to understand and
implement the following items by its suppliers as it strives, with them,
to do business in harmony with society and the environment.
1.Respect for the human rights of employees, and treatment of
employees in a humane manner.
2.Prevention of forced labor, child labor, and the observance of
appropriate labor hours minimum wage.
3.Non-discrimination in hiring and employment.
4.Respect for employeesʼ freedom of association and the right to
collective bargaining to ensure constructive negotiations between labor
and management.
5.Provision of a safe, sanitary, and healthy work environment for
employees.
6.Observance of all relevant laws and regulations, ensuring fair
transactions and prevention of corruption.
7.Ensuring the quality and safety of products and services.
8.Consideration for ecosystems, the environment, and environmental
conservation within our business activities, as well as eﬀorts to prevent
environmental pollution.
9.Timely and appropriate disclosure of information regarding the above
items.

＜Cases of Material Breach＞
In the event of a material breach of the Action Guidelines, the Sojitz
Group shall, upon verifying the facts, request that the supplier or other
business partner improve the situation. If no improvement has been
made after a speciﬁed period, we will take measures which may include
a reconsideration of the contract with the supplier or partner.
If necessary, the Sojitz Group shall, along with experts designated by
the Group, visit the site concerned for investigation.
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Sojitz Group's CSR

Sojitz Group's CSR
The Sojitz Group Statement and CSR Policy
For the Sojitz Group, CSR means honoring the Sojitz Group Statement and
pursuing sustainability through corporate activities.
In continuing our business activities over the medium to long term, it is essential
to respond to the expectations of stakeholders in ways that fit the times.

How We Promote CSR - Overview
Sojitz Group is striving to make clear our vision for sustainable corporate
activities, as well as the various problems and purpose of our policies in working
towards sustainability. Please see below for an introduction to these initiatives.
Statement

Our objective as stated in the Sojitz Group CSR Policy is to do business in
harmony with society and the environment, and we are working to achieve this.

Value

The Sojitz Group creates value and prosperity by
connecting the world with a spirit of integrity.
Sojitz Group CSR Policy

Vision for a Sustainable Sojitz

Sojitz Group Statement

We will strive to do business in harmony with society and the
environment, consistently honoring the Sojitz Group Statement.

The United Nations Global Compact (UNGC) is an
international initiative of 10 principals put forward for
companies to undertake relating to Human Rights,
Labour, the Environment, and Anti-Corruption.

Realization
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In striving to not only follow local and national laws
but also make clear our stance on environmental
consideration and respect for human rights in line
with international norms, Sojitz endorsed this
initiative in 2009 for the global development of our
businesses. We have since worked to put its Ten
Principles into practice.

Prosperity
Value Creation Model(P.7)
CSR Policy

Business in
harmony with
society and
environment

Management Policy
Problems and individual goals

Participation in the United Nations Global Compact

Two Types of Vaue(P.7)

CSR Focus Areas(P.8)

Human Rights
Policy
(P.9)

Environmental
Policy

CSR Action Guidelines
for Supply Chains (P.2)

Sojitz Corporate Activities
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Sojitz's 「Two Types of Value」 & 「Value Creation Model」
Sojitz Group will create prosperity for the future as set forth in its Corporate
Statement, striving to expand the overlap between the "Two Types of Value"
through its corporate activities.
Vision for New Value under the Corporate Statement: Two Types of

One is "value for Sojitz," such as an enhanced business foundation and
sustained growth. The other is "value for society," such as development
of national and local economies and consideration for human rights and
the environment. Sojitz Group defines its value creation model as the
expansion of value shared between these spheres.

■Value Creation Process
1) Determine Needs
Understanding the social
needs of stakeholders
2) Exercise Capabilities
Creating the role of Sojitz in
society encompassing
various business
foundations through
investment and trading
3) Creation of the
"Two Types of Value"

We believe that we can create prosperity by implementing the "Two Types of
Value" approach in this value creation model, creating a cycle of these three
steps, and continuing to maximize the "Two Types of Value."
7

CSR Focus Areas
To continue creating the “Two Types of Value” into the future, we have
established the following six “Focus Areas” as mid- and long-term Group goals.
Respect the human rights of people involved in our businesses
Sojitz respects the human rights of people involved in its businesses.
This applies not only to Sojitz employees, but also to everyone affected by
its businesses throughout its supply chains.
Should there be any instances of child labor or forced labor, we will rectify
them.

Contribute to the global environment through our businesses
Sojitz strives to preserve the environment and create businesses that are both
highly competitive and environmentally friendly by pursuing environmental
sustainability in its businesses.
We work to minimize our environmental burden with initiatives that include
preventing climate change, reducing CO2 emissions and preserving biodiversity.

Develop, supply and use sustainable resources (*)
Sojitz pursues the development, supply, and use of sustainable resources.
We strive to conserve resources, propose suitable energy mixes and
provide a stable supply of resources.
* Includes energy, mineral, food, water, forest, marine and other resources

Develop and grow together with local communities
Sojitz promotes businesses that grow together with local communities.
We work to reduce environmental and social burden on local communities
through our businesses.
Through ongoing communication with local communities, we strive to
achieve business sustainability, address local problems and support
children’s education.

Promote opportunities for diverse human resources and workplace diversity
The greatest business asset is a diverse workforce.
We strive to build a positive work environment, to establish systems for
hiring, evaluating and training employees, and to promote diversity in the
workplace through active involvement of human resources with diverse
values.

Emphasize effectiveness and transparency
Sojitz strives for corporate governance and transparency by strategically
linking Group activities, including compliance and efforts to achieve
medium-to-longterm business sustainability.
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Sojitz Group Human Rights Policy
1.Our commitment to respect human rights

4.Specific Issues

The Sojitz Group strives to create value and prosperity by connecting the world with a
spirit of integrity. We believe that respect for human rights is an integral foundation for
creating what we call “Two Types of Value” —value for both our company and society
— and for meeting the expectations of our stakeholders.

Indigenous Peoples：
When undertaking business activities in areas in which indigenous peoples reside,
the Sojitz Group will acknowledge the unique culture and history of indigenous
peoples and show consideration for their rights as set out in both local and national
laws as well as in international standards such as the United Nations Declaration on
the Rights of Indigenous Peoples and ILO Convention No. 169.

As a general trading company, the Sojitz Group buys, sells, and trades goods from all
over the world, provides manufacturing and sales services for a wide range of products,
plans and coordinates various projects, invests in a multitude of business fields and
conducts financial activities. In undertaking these business activities, we recognize our
responsibility to avoid causing or contributing to adverse human rights impacts and to
seek to prevent or mitigate adverse impacts to which we are directly linked.
We commit to respecting human rights as set out in the International Bill of Human
Rights and the International Labour Organization’s (ILO) Declaration on Fundamental
Principles and Rights at Work, and to carry out our business in accordance with the
United Nations Guiding Principles on Business and Human Rights.

2.Our people
The Sojitz Group - in accordance with international human rights standards as well as its
Group Statement - is committed to promoting, among the executives, staff and employees
of Sojitz Group, the prohibition of discrimination, respect for diversity (including with respect
to race, nationality, ethnic origin, beliefs, gender, social status, religion, age, mental and
physical disability, and sexual orientation), as well as responsible labor practices including
prohibition of child or forced labor, prevention of corruption, provision of a safe labor
environment, payment of minimum wage and ensuring appropriate working hours.
The Group supports freedom of association and the right to collective bargaining.

Employment of security companies：
To avoid complicity in human rights abuses committed by security providers, the
Sojitz Group supports the Voluntary Principles on Security and Human Rights
(VPSHR), which guide companies in how to operate within a framework that ensures
respect for human rights and fundamental freedoms.

5.Our Business Partners

The business activities of the Sojitz Group are possible due to the cooperation of
various stakeholders including suppliers and other business partners. For the Group
to meet our responsibility to respect human rights, their understanding and
cooperation are indispensable. The Sojitz Group is committed to working with and
encouraging our business partners to uphold the principles in this Policy.
In the event that we identify an alleged human rights abuse outside of the Sojitz
Group but linked to our business activities, including in our suppliers and other
business partners, upon confirming the situation the Group will ask relevant parties
such as suppliers and other business partners to take measures to address the
human rights issues.

3.Conducting human rights due diligence
The Sojitz Group is committed to assessing actual and potential adverse impacts on
the human rights of our stakeholders in accordance with the United Nations Guiding
Principles on Business and Human Rights. We will strive to prevent, mitigate and
account for adverse impacts. Where it is necessary to prioritize our actions, we will
prioritize action to address the most salient potential risks to our stakeholders.
The Sojitz Group shall comply with local laws and regulations in conducting its
business activities. Where laws or regulations in a country conflict with international
human rights norms, the Group will seek ways to honor international human rights
standards. In making decisions on responses to be taken, we will seek opinions from
credible third parties.

* For further information on our expectations of our suppliers and other business
partners, including our policy concerning cases of material breach, see our Sojitz
Group CSR Action Guidelines for Supply Chains.

See the link below for the Sojitz Environmental Policy
http://www.sojitz.com/en/csr/environment/policy/

The Sojitz Group recognizes the importance of dialogue with our employees, workers
and external stakeholders who are or could potentially be affected by our actions,
and we are committed to engaging in such dialogue with stakeholders on human
rights issues related to our business.
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See the Sojitz website for more information on CSR initiatives.

2
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Japanese

： http://www.sojitz.com/jp/csr/

English

： http://www.sojitz.com/en/csr/

Chinese

： http://www.sojitz.com/ch/csr/

About CSR

Introduction

There are generally 2 patterns for meeting stakeholders' expectations.
Increasing ability to respond
to stakeholder needs

Corporate Social Responsibility (CSR) is the responsibility that companies bear
for the social and environmental effects generated by their business activities.
CSR activities are not only about ensuring legal compliance. They also mean
improving the sustainability of corporate activities, by taking into account opinions
from the company's stakeholders in order to combine increased competitiveness
with positive social and environmental impact.

■ Companies and their Stakeholders

① CSR that protects

Society

NGO・NPO

Share
holders /
Investors

Workers

Companies

② CSR that expands
Keeps negative effects minimal
while expanding positive effects.

Going Beyond Legal
Obligations

Environment

Local
Community

Business
Directly Relating to
Improving Society
and the Environment

Business
Partners

Consumers

Law / International
Regulations

Businesses are assumed to comply with
the law. Depending on stakeholder
demands, however, it is possible that
reforms will need to go beyond legal
obligations.

① CSR that protects business
In the event that the negative impact of corporate activities is classified as a
violation of domestic laws or international regulations, the company will be
punished based on the law. The first priority is to ensure that all business activities
comply with all legal and international regulations.
However, legal compliance may not be enough to meet stakeholder expectations.
It is sometimes necessary to further minimize negative impact to fulfill stakeholder
demands. This is called CSR that "protects" business.
② CSR that expands business
CSR that "expands" business is about proactively listening to stakeholders'
needs to maximize the positive impact of business activities while keeping the
negative impact minimal. In this way, it expands the company's capabilities by
enhancing the company's unique strengths.

All business activities generally have either a positive or negative social and
environmental impact. Stakeholders are the people or organizations directly or
indirectly affected by these business activities, and may thereby make demands
or request that companies fix issues within their operations.
Taking stakeholders' opinions into account, companies should increase the
positive effects and minimize the negative effects of their businesses in order to
meet stakeholder expecations. This is the core concept of CSR.
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For instance, one way to go beyond legal requirements is to consider trends in
work-related accidents, and place warning signs in those areas on-site to
manage risk. Similarly, if people are concerned about the health hazards of
tapwater, explaining how the business takes adequate measures to protect the
environment can reassure these members of the community.
In recent years, the spotlight is on CSR which directly helps to improve and/or
solve social or environmental problems through the company's main business
itself, such as a company that addresses global warming through the solar power
business.
14

Which Stakeholders Care About CSR?
As environmental and social problems across the globe grow more serious
each year, stakeholders are paying more and more attention to CSR activities.

Looking at CSR when Selecting a
Company to Work For

Increase in ESG(*) Investments
Mainly by investors and financial
organizations making long-term
investments, there has been an increase
in ESG investments, referring to
investments in companies striving to
improve the environment and society
through their businesses.

Shareholders/
Investors

Active engagement in CSR activities, such as
efforts to create a comfortable work
environment, can play a role in raising
employee motivation.

Employees

*E：Environment, S: Social, G: Governance

Going Beyond the Law to Improve Social
and Environmental Problems

Promotion of CSR for the Entire Supply Chain
An increasing number of businesses are taking into
account the social and environmental impact of activities
throughout the supply chain. This comes from direct or
indirect complaints received from stakeholders or
mistakes seen at other companies.
In recent years, there is a growing trend of companies
conducting audits and/or sending CSR surveys to their
suppliers, setting CSR procurement policies, and
showing preferential treatment to suppliers who
cooperate with CSR efforts.

A growing number of socially and environmentally
focused NGOs and NPOs are now working with
businesses to improve social and environmental
problems, utilizing their expertise to address
issues together with businesses.

Business
Partners

However, there have also been cases of NGOs
and NPOs launching negative campaigns against
businesses and joining with other stakeholders to
criticize the business.

Residents living in a region where a company
does business are very sensitive to any negative
impact that business might have on their living
environment.

There is a growing interest among consumers in
products that are both safe and environmentally
friendly.
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More and more consumers refuse to buy
products from companies that ignore safety
standards, instead showing a strong preference
for purchasing fair trade products and socially
conscious and environmentally friendly products.

NGO・NPO

Concern for Negative Impact in
Residential Areas

Rising Interest in Socially Conscious and
Environmentally Friendly Goods

Consumers

More and more people are selecting
companies based on their CSR activities.

Local Community

For instance, even if a company has received
approval to construct a factory from the given
country, lack of understanding from the people in
that community can lead to opposition, resulting
in suspension or cancellation of the project.
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Typical Social and
Environmental Problems
Social Issues in Developed Countries
・Poor food safety control
・Low birth rates / aging population
・Labor issues
(Discrimination in hiring/promoting, long work hours)
・Health care issues
(Regional disparities, lack of obstetricians,
pediatricians etc.)
・Nursing/elderly care issues
(Inadequate number of caretakers /facilities)
・Childcare / education support issues
・Urban population density
・Lack of succesors for farming etc.

Environmental Problems
・Global warming
・Destruction of the ozone layer
・Acid rain
・Destruction of the rain forest
・Desertification
・Decrease in biodiversity
・Rise of endangered species
・Pollution (soil, air, water pollution etc.)
・Waste disposal
・Depletion of natural resources
(water, fossil fuels, natural resources)

Social Issues in Developing Countries

・Poverty and famine
・Problems accompanying population growth
(water / food shortages, inflation)
・Labor issues (high unemployement, discrimination ）
・Problems with working conditions
(forced labor, child labor, underpaid labor)
・Safety in the workplace (inadequate diaster prevention measures)
・Limited opportunities for education
・Gender discrimination/inequality
・Lack of medical establishments and personnel
・Spread of infectious diseases (HIV, malaria, etc.)
・High rate of infant mortality
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What is Supply Chain CSR?
Supply chain CSR is when companies that make up a supply chain work together to share, understand, and work to fix environme ntal and social problems within the
supply chain.
While CSR focuses on taking stakeholder needs into account to combine increased competitiveness with positive social and environmental impact, supply chain CSR is
about applying this concept to not just a single company, but the entire supply chain.

Strengthening Competitiveness and Positive Social/Environmental
Supply Chain CSR

Sharing
information/
fixing problems

Company B

Company A

Producing Raw
Materials

Parts
Manufacturing

Sharing
information/
fixing problems

Company C

Producing Finished
Goods

Company D

Logistics

Distribution

Consumers

Procuring Natural
Resources

Sharing
information/
fixing problems

A Typical Supply Chain

Generally, a supply chain is made up of multiple businesses involved in a process that extends from procurement of natural resources all the way to distribution.
Therefore, in the event that one of the companies in the supply chain is criticized by stakeholders for its activities, damages may be borne no t only by that one company,
but by other companies within that same supply chain.
To reduce this risk, businesses generally exchange information by conducting surveys etc., to better understand the status of both CSR activities that protect the
business and CSR activities that expand the business within the supply chain. This exchange of information is followed by on -site investigations and audits. If a problem
is found with the CSR activities which are designed to protect the company, the company should fix these issues to comply wit h laws and meet stakeholder
expectations. CSR that expands the company, on the other hand, can benefit the entire supply chain by increasing competitiven ess and strengthening the chain itself.
This means that promotion of supply chain CSR not only increases competitiveness for services and products, but also increases positive social and environmental
impact. This gives prospective business partners a reason to trust and choose a company within the supply chain.
19
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impact. This gives prospective business partners a reason to trust and choose a co- mpany within the supply chain.

6 Priority Areas in Supply Chain CSR

Information exchanged regarding supply chain CSR can generally be broken down into 6 categories.
However, the method of questioning and the content may differ for each business based on that company's procurement guidelines.
To put it another way: these categories represent the areas where problems are likely to occur due to the negative impact of business activities, and which
stakeholders most often focus on.

■ Human Rights and Labor Rights
・Preventing forced labor
・Preventing underpaid labor
・Preventing inhumane treatment
・Monitoring worker hours
・Preventing child labor
・Respecting freedom of association
・Preventing employment discrimination

■Safety and Sanitation in the Workplace
・Safety measures for operating equipment
・Emergency response
・Workplace safety measures
・Workplace sanitation measures
・Employee health management
・Safety and sanitation for employee facilities (cafeterias, etc.)
・Measures to prevent work-related injuries and health hazards

■ Environmental Protection

・Reducing and preventing pollution
(Taking appropriate measures to eliminate waste products and to
reduce/prevent pollution of the soil, air, and water.)
・Measures to reduce the emission of greenhouse gases
・Measures to protect biodiversity
・Renewable energy and resources

■ Anti-Corruption Measures and Fair Trade
・Preventing bribery and corruption
・Preventing the abuse of a dominant bargaining position
・Preventing actions that restrict competition
・Preventing inappropriate payments and favors

■ Quality and Safety Control for Products
and Services
・System for maintaining and increasing quality and safety control
・Providing accurate information on products and services

■Disclosing, Monitoring, and Protecting
Information
・Timely disclosure of any problems relating to the 5 categories listed
above (maintaining transparency)
・Defenses against computer viruses and hackers
・Preventing leaks of private information
・Preventing leaks of sensitive information on customers and third parties

3

Case Studies
The next section will introduce the following types of cases:

●Case(s) where business activities resulted in serious social
and environmental problems

●Case(s) where problems with a single company in the
supply chain aﬀected the entire supply chain

Global companies actively pursuing supply chain CSR will
often ﬁnd regional/cultural problems or economic disparity
upon conducting CSR investigations of secondary and
tertiary suppliers.
With business becoming increasingly more global, we would
like you to understand how eﬀorts to conduct supply chain
CSR are growing ever more important.

Human Rights and Labor Rights
■Preventing Forced Labor
Forced labor is when workers are made to work against their will through unjust acts or
punishment.
Examples include the following:
① Taking away a worker's freedom to leave his/her job by retaining his/her passport,
working papers, or identification
② Making a worker pay back a debt through labor
③ Slavery as a result of human trafficking
④ Unpaid prison labor to reduce a sentence

■ Preventing Inhumane Treatment
Inhumane treatment includes abuse, physical punishment, sexual harassment, verbal
abuse, or intimidation.

■ Preventing Child Labor (ILO International Labor Standards)

① All workers must be at least 15 years old. (In developing countries, the minimum age is
14 years.)
② If a job clearly compromises the health, safety, or morals of a worker, the minimum age
for employment is 18 years.
③ Under certain conditions, a worker may participate in light labor from 13 years of age up
to 15 years of age. (In developing countries, this is from 12 years up to 14 years.)
Persons who do not meet the criteria specified in 1-3 below will be considered underage.
This criteria has been adopted by most industries.
(1) Minimum 15 years of age (2) Has reached the age at which compulsory education is
completed (3) Has reached the minimum legal age required for work in that country

■ Preventing
It is discriminatory to hire, place, promote, pay, or select an individual for a training
based on factors outside of aptitude, ability, or performance. No discrimination
should take place based on race, ethnicity, nationality, origin, skin color, age, gender,
sexual orientation, disabilty, religion, politics, union association, or marital status.

■ Respecting Freedom of Association
A worker must be allowed freedom of association without fear of retaliation, blackmail,
or harassment. Employers must respect a worker's legal rights, including freedom to join a
union, to protest, and to be on a workers' council.
【Note: Conflict Minerals】
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"Conflict minerals" refers to 4 specific minerals: tantalum, gold, tin, and tungsten.
These natural resources can be found in the Democratic Republic of the Congo and its surrounding
countries, and are sold by armed groups in the region who make a profit from them while perpetuating
civil war and human rights violations.
Such problems led to legislation requiring American businesses to conduct investigations to trace their
supply chains and report any use of conflict minerals from the Democratic Republic of the Congo.
Following that, investigations are extended to the trading partners of these American companies.

Case Study (1)
Company A, a sporting goods manufacturer, placed an order with a supplier in a
developing country. The media later exposed this supplier for using child labor in their
factories.
This prompted an NGO to investigate working conditions at Company A's supplier, which
revealed underpaid labor, overlong working hours, and harrassment in addition to child
labor.
Company A, the buyer in this case, initially tried to distance themselves from their
supplier, citing the problem as one that should have been resolved locally. However,
NGOs and students in America who learned the truth condemned Company A for its lack
of social responsibility. As a result, Company A's goods were boycotted in America and
other countries, greatly lowering Company A's sales.

Following the onset of the boycott, Company A and related parties gathered funds to form
a NGO to investigate working conditions and factories in developing countries.
In this way, Company A partnered with an NGO to reform the working conditions along its
supply chain, and become a early advocate for CSR.

Case Study (2)
Company B, a parts manufacturer, had a foreign subsidiary in Country Q. At this
subsidiary in Country Q, there was an immigrant worker from Country Z who argued for
better working conditions, but his employer in Country Q threatened him with deportation
back to Country Z.
A lawyer who was consulted by the worker contacted Company B to confirm the truth of
the claim, but never received a response. The lawyer then decided to publicize the
deporation case on a blog. Company Q responded by sueing for libel. Although Company
Q won the case in court, there was a flood of protests from human rights groups across
the world.

Protests extended to Company C, an electronics manufacturer and buyer in the supply
chain. Company C's international offices were bombarded with over 100 protest e -mails
per day and there was even a demonstration at one its branch offices.
Company B and Company C met to discuss the situation, with Company B recognizing
that their social responsibilities extended beyond the law and deciding to use audit
guidelines to improve operations at Company C in future.

■ The Moral of the Story
A supply chain connects not only products, but also the social
responsibility held by each company. Even if the problem exists with a
partner company rather than your own, the supply chain will not last long if
it violates the human rights of its stakeholders.
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Safety and Sanitation in the
■ Safety Measures in the Workplace
Creating safety measures means understanding workplace risk and creating
countermeasures to address potential health hazards or workplace accidents caused
by electrical leaks, fires, slippery floors, falling objects, etc. Countermeasures should
include the distribution of protective gear (safety googles, helmets, gloves etc.) as well
as training on the ways to operate and monitor power sources.

■ Sanitation Measures in the Workplace
Sanitation measures refer to monitoring and protecting against employee exposure to
noise, noxious odors, and harmful chemical substances such as asbestos. They
include distributing protective gear as well as creating, implementing, and training
employees in the fundamentals of sanitation control.

■Measures to Prevent Work-Related Injuries and Health

Case Study (1)
A garment factory in Country R housed five companies in the same building, which later
collapsed killing over a thousand people. The head inspector for Country R's government
investigation announced that the collapse was caused by the vibrations of four illegally
installed power generators in the building.

The morning of the accident, a large crack was visible in the outer wall of the building and
workers were evacuated. However, employers threatened to cut workers' pay if they did
not return to their jobs immediately.
The collapsed building contained the factories of first-world apparel brands, with several
thousand workers producing these brands. A specialist who investigated the case said that
the workers had been pressured to continue working in order to meet tight deadlines set
by buyers.
After the accident, locals gathered to protest Company D (a buyer) for not protecting the
lives of their workers, and to demand that Country R reform their poor labor conditions.
Country R provided competitive prices for production because their economy depended
on the apparel business from these foreign brands. However, to sustain these competitive
prices, workers were underpaid. In an impoverished country like Country R, workers had
no choice but to work under these unfair circumstances.

This means understanding the circumstances surrounding work-related injuries and
creating measures to counteract risks. These can include tracking injuries and diseases,
distributing medical treatments, investigating the causes for injuries and diseases, and
implementing preventative measures.

■ Emergency Response
Making preparations and setting response measures in anticipation of an injury or
accident. All response measures should be widely shared. For instance, conducting
disaster training can clarify and raise awareness of escape routes, emergency
stairwells, etc.

■ Safety and Sanitation of Facilities
Safety and sanitation should be monitored for employee-use workplace facilities
(bathrooms, water fountains, locker rooms, dining halls, and dormitories) as well as
other facilities provided to employees outside the workplace.

pany,

Case Study (2)
Following the deadly garment factory accident in Country R, an agreement was created
specifying building safety and disaster prevention measures for Country R.
More than 70 of the world's top apparel brands (mostly from Europe) signed the
agreement and announced safety checks would be conducted in Country R's garment
factories.
The agreement states that if an investigation shows that a factory has a safety problem,
the companies that signed the agreement are contracted under law to cover costs for
renovations.

■ The Moral of the Story

em is
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■ Employee Health Checks
Employee health checks are used as a way to diagnose illnesses at an early stage.
This includes mental health care.
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Workers form the foundation of any business. A company's first priority
must be to ensure safe and sanitary conditions for their employees.
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Environmental Protection
■ Reduce and Prevent Pollution
① In addition to laws regulating the inclusion of chemical substances, companies must
also comply with legal requirements for labeling and testing products.
② Companies which emit regulated chemical substances should not only dispose of
these chemicals in accordance with laws and monitor emission volumes, but also
work to reduce usage.
③ Companies should create a sustainable framework for reducing adverse affects on
the environment, and obtain international certifications such as ISO14001.

④ Companies should comply with water, air, and soil pollution laws of the country in
question and based on self-imposed standards, work to further improve operations
as necessary.
⑤ Companies that handle waste products that must be incinerated or buried in a landfill
should also work to reduce emission and usage volumes in addition to disposing of
them in accordance with the law.

■ Measures to Reduce the Emission of Greenhouse Gases
Companies are asked to set reduction goals and achieve self-made reduction plans for
greenhouse gases, particularly including the following: carbon dioxide, methane, nitrous
oxide, hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride.

■ Measures to Protect Biodiversity
Be aware of plants, animals and their habitats in the vicinity of supply chain businesses
and execute a plan to protect these organisms to the greatest extent possible.

■ Renewable Energy and Resources
Keep the 3Rs (Reduce, Reuse, Recycle) in mind when setting goals for the effective
utilization of energy and resources.
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Case Study (1)
In 1984, a subsidiary of Company E in Country S experienced a toxic gas leak at their
chemicals factory. The gas leak occured in the middle of the night, and toxic gas was
carried by the wind into the city resulting in over 14,000 casulties and 35,000 injuries. To
this day, many people are suffering from the after-effects of gas poisoning.
The leak was directly caused by on-site mistakes made at the factory. Although the gas
was stored in a tank with three separate safety devices, not one of the devices was in
service at the time.
Background: Company E and its factory were not doing well as new pesticides were
replacing the company's products on the market. Profits were in the red, so Company E
and the subsidiary's factory abandoned its investment in safety measures and suspended
safety education/training programs.

Company E having abandoned its social responsibilities regarding the production and
storage of harmful gases and the low morale at the factory in Country S were cited as the
main causes of the accident.
When handling potentially dangerous products, a company should conduct crisis
management which presupposes worst-case scenarios before they occur. Operational
safety standards should be put in place and employees should be provided thorough
safety education and training. It is also critical that an emergency contact network be
established for prompt communication between community residents and manufacturers.

Case Study (2)
Company F, a palm oil producer in Country T cut down trees in the rainforest to create an
oil palm plantation. An environmental NGO conducted a field investigation and called for
Company F to halt the project, but no changes were made.
The environmental NGO next focused on Company G, a major food product manufacturer
who procured palm oil from Company F. The NGO posted a video online showing how
Company G's products were made by destroying the rain forest and its ecosystems. The
video was a hit and in just two months, had gained 1,500,000 views from around the world.
Company G received 300,000 protest e-mails from consumers.

In response to consumer protest, Company G announced their new policy to no longer
use resources that were made by destroying the rain forest and switch to sustainable
materials for future procurement.

■ The Moral of the Story
When a company prioritizes making a quick profit over enforcing
environmental policies, they will pay the price.
(Very expensive fines and damages etc.)
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Anti-Corruption and Fair Trade

Case Study (1)
Company H was forced to pay a large fine to U.S authorities for bribing a high-ranking
government official from Country U to secure oil and gas fields in their country.＊

■ Preventing Bribery and Corruption

The U.S. Department of Justice prohibits corruption and the bribery of foreign officials
under the Foreign Corrupt Practices Act of 1977. The U.S. Securities and Exchange
Commission heard that Country U received a bribe, and Company H was consequently
fined nearly four million dollars.

Bribery refers to the act of giving money, entertainment, gifts, or other benefits to civil
servants and those considered of equivalent status (hereafter referred to as civil
servants etc.) or private citizens with the intent of securing a deal, obtaining/maintaining
licenses or business arrangements, or acquiring nonpublic information.

＊ Company H had previously used an intermediary to pay a high-ranking government
official of Country U in order to secure development rights to gas and oil fields in their
country.

■ Preventing the Abuse of a Dominant Bargaining Position
Abusing a dominant bargaining position is when a buyer takes advantage of its status
in order to one-sidedly determine or alter trade conditions with a supplier, or set
unreasonable demands or obligations.

■ Preventing Actions that Restrict Competition
Resticting competition is when a group of companies act in concert to manipulate
prices, quanities, and areas of distribution for a particular product or service (ex. a
cartel). This also includes determining top bidder and contract amounts for a project
through an agreement with the other bidding parties, essentially rigging the bidding
process. Restricting competition is prohibited by each country's anti-monopoly laws,
and there are cases where this legislation applies across borders.

■ Preventing Inappropriate Payments and Favors
The following are examples of inappropriate payments:

Case Study (2)
Company I acknowledged their cartel activities and bribery of government officals to
reach a settlement with the U.S. Department of Justice. Employees and executives
involved in the corruption were arrested.
After Company I's crimes were exposed, the company took stock of its situation and
resolved to prevent future corruption.

Employee education was a central focus in the anti-corruption program, with training
sessions held for employees at Company I's headquarters and its foregin subsidiaries in
order to prevent the same activities from reoccuring.
Company I conducts these trainings using materials prepared in the local language of the
country in question, with a legal expert from Company I on-hand to explain. If neccesary,
a local lawyer is called to join the training to explain the specific circumstances and legal
systems of that country.

① Receiving or accepting bribes. Overstepping legal boundaries with free gifts,
products, money given to or from clients, or going beyond common courtesy
by giving or receiving money or entertainment beyond what is expected.
② Providing funding to anti-social forces that threaten public safety or social
establishments, such as organized crime groups or terrorist organizations.
③ Insider trading: buying or selling stock by providing clients with nonpublic information
about the company stock in question.
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■ The Moral of the Story
The mission of any business is to maximize earnings.
However, maximizing income through illegal acts, whether committed
intentionally or unintenionally, will damage both the company's earnings and
corporate value.
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Quality and Safety Control
for Products and Services
■ Establish a System for Maintaining and Increasing Quality and Safety Control
This system refers to the overall promotion of quality control operations, which include
organizational frameworks, strategic activities, division of responsibilities, common
practices, processes, systems, and management resources.
Quality control activities involve making quality control guidelines, implementing and
achieving measures based on these guidelines, and reviewing and maintaining these
guidelines. In other words, quality control is a PDCA cycle that involves continuous
reform.

Model examples of quality management systems include the ISO9000 series,
ISO/TS16949 (on automobiles), and ISO13485 (on medical equipment).

■ Provide Accurate Information on Products and Services
Accurate information refers to the following:
① Accurate information on the specifications and quality of goods and
services provided by the business
② Accurate information related to the components and parts contained in the
product
③ When advertising products or services in a catalog etc. there should be no
false adverstising or misleading expressions that can confuse clients or
consumers. Advertising should not slander or violate the rights of any
individual or company.

Case Study (1)
When the media in Country V conducted an undercover investigation of Company J (also
in Country V), they found that Company J had poor quality and safety control frameworks
in place, and were in fact using and shipping food products made with expired ingredients.

Investigation results were first announced in Country V and then picked up by the
Japanese media, after which Japanese Company K and other Japanese companies
procuring foodstuffs from Company J had their names reported in the media. As a result,
consumers begin to boycott Company K products.
Company K began a new policy to procure foodstuffs from Country W instead, but the
loss of sales from the boycott in combination with losses from disposing of Company J's
products led Company K to announce a dramatically reduced financial forecast.
As for Company J, they were forced to stop operations.

Case Study (2)
Over 10,000 people experienced food poisoning from Company L's products.
The number of victims rose as a result of Company L's delay in announcing the problem
to the media and recalling the products.
A blackout at Company L's factory caused food that should have only taken several
minutes to process to instead be left out for long period of time. The remaining food in the
collection tank was also left for a long period without proper refrigeration.

The bacteria which caused the food poisoning is thought to have been generated during
this time. Although the ingredients would normally have been thrown out, Company L
determined the food was safe after supposedly killing bacteria with a sterilization process.
After this incident, sales of Company L's main products plummeted, resulting in a deficit
for that year. Company L is not only still working to prevent the incident from recurring
from a management, quality, ethics, corporate culture and client relationship standpoint,
but also to improve overall management quality.

■ The Moral of the Story
Creating quality products or services and earning stakeholder trust invovles
the entire supply chain.
If one company makes a careless mistake or does not respond immediately
to an emergency, it can have negative effects on the entire supply chain.

In the worst case scenario, it can shut down an entire supply chain.
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Disclosing, Monitoring, and
Protecting Information
■ Timely Disclosure of Problems (Preventing concealment of the truth)
Not only should financial standing and business descriptions be made readily available
to stakeholders, but also any serious breach of law, concerns about negative social or
environmental impact, and information regarding disaster-related damages. For
example, if there are concerns about the possibility of food poisoning, the product

■ Defenses Against Computer Viruses and Hackers
Security measures should be taken to prevent company secrets or client information
from being leaked via external network threats such as computer viruses or hackers.

■ Preventing Leaks of Private Information
Private information is any information that would allow someone to identify a specific
individual, such as names or birthdates. Rules and policies should be created for
employees handling private information. Planning, implementation, audits, and reviews
made in accordance with these rules must be carefully monitored and enforced.

■ Preventing Leaks of Sensitive Information Regarding Clients or Third
This refers to secret information found within documents marked as confidential or any
information said to be confidential before being verbally communicated. Just as with
private information, it is important that these be appropriately monitored and their rules
enforced.

Case Study (1)
Beauty care Company M received an investigative report from a lawyer which stated that
customers had experienced white patches on their skin after using Company M's products.
Company M did not respond to early medical reports submitted by customers or doctors,
dismissing these symptoms as "one individual's problem."

The next year, a Company M employee experienced similar symptoms. However,
Company M treated the incident as a chance occurance, and did little more than
recommend that the employee see a doctor. Company M also received a report from a
doctor who had diagnosed one of their customers, indicating that their product was the
likely cause of the skin condition. At this point, Company M should have responded to the
report.
When Company M finally sent out a recall, two years had already passed since the first
complaint. The number of victims had risen to over 10,000 people. Company M now uses
its homepage to minimize the further spread of these skin care problems, with details on
which products have been recalled as well as which clinics can provide a diagnosis.

Case Study (2)
An employee from Company N was arrested under accusations of handing over customer
information to a company affiliated with an organized crime group.
Background: The employee had not been aware that he was giving the information to an
organized crime group, but believed that he was working with a partner on a joint venture.
Over 1,000 customer accounts (belonging to both individuals and corporations) were
compromised by the Company N employee. These accounts contained personal
information such as customer names, addresses, and bank account numbers.
At the press conference, Company N's representative apologized to customers for the
leak and announced the creation of a new organization as part of a policy to prevent future
leaks. Company N set up a system that prevents customer information from being printed
and limits employee access to customer records.

Company N also expressed their intention to work on preventing similar incidents from
occuring by setting up new rules, monitoring personnel more thoroughly, and educating
employees.

■ The Moral of the Story
・Even information that could have a negative impact on the company should be
shared in an accurate and timely fashion. This will help to maintain stakeholder
trust and prevent adverse effects on society and the environment.
・Information leaks endanger individual rights and can threaten a company.
Preventative measures must address unexpected threats. It is important that these
be made known and implemented throughout the company.
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