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among participants. However, some participants would have preferred
that the training workshops had been more practical.

Tailoring workshops was challenged by the short duration of the work-
shops and the diverse group of participants.

Another challenge was to ensure that companies were represented by
relevant persons, i.e. persons in management positions or with manage-
ment support.

The vast majority of participants were hesitant to engage in active dia-
logue, primarily due to their inability to speak on behalf of their company.
The more active participants were those representing companies with the
most proactive approach to integrating social and environmental respon-
sibility into strategy and business operations. Their best practice examples
served as inspiration to other participants.

Experience shows that commitment from participating companies as well

as their customers is crucial for the success of capability-building activi-
ties.
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Chapter 7: Analysing learnings from project activities

The previous chapters have presented findings from HP’s sustainable supply chain
management practices, Central and Eastern European SME suppliers’ social and
environmental engagement, and capability-building activities targeting SME sup-
pliers. This chapter brings together the learnings from the previous chapters and
suggests how MNCs can target SMEs in their sustainable supply chain manage-
ment programs, both in relation to day-to-day interaction and capability-building
activities.

Targeting SME suppliers through day-to-day interaction

This section describes the state of social and environmental engagement within
the investigated SMEs, and explains how MNCs can contribute to continuous
awareness raising and improvements at the SMEs through day-to-day interaction.

Integration into business operations and links to the business case

The main problem encountered with the SMEs relates to lacking or inadequate
management systems. While the companies put great efforts into complying with
legal requirements, several of them do not have all processes in place to ensure
conformance with applicable laws and regulations, identification and mitigation of
risks, and continual improvement. Moreover, the management system processes
are not always integrated into business operations, i.e. the existing procedures
and routines, of the individual companies. In several companies, the systems tend
to be treated as ‘appendices’ to the existing processes and are hence not ‘inter-
nalised’ within the companies. Inadequate management system processes are
often reflected in deficiencies within occupational safety, emergency prepared-
ness and response, ergonomics and — to a lesser extent — handling of hazardous
substances.

One possible reason for lack of internalisation is that the management systems
have typically been implemented by external consultants who may not have prac-
tical knowledge of the day-to-day operations of the companies. Another possible
reason is that the SMEs typically implement management systems upon request
from customers. Hence, the companies perceive implementation of management
systems more as a ‘must’ and less as an initiative which they themselves believe is
important for improving their processes and products. Findings from this report
reveal that customers may be able to increase the SMEs’ focus on management
systems by emphasising that such systems help to improve and clarify their inter-
nal processes, and that the full potential of management systems is only reached
if the systems are integrated into and adapted to existing business operations.
Moreover, customers could emphasise that it is easier to implement a manage-
ment system in advance rather than after somebody requires it.

An interesting observation is that the SMEs with certified management systems
do not consistently have more adequate processes than those SMEs whose man-
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agement systems are not certified. This finding fits well with HP’s approach to
management systems. HP puts more focus on the underlying processes of suppli-
ers’ management systems when auditing their suppliers, and emphasises to their
suppliers that having a well-functioning management system in place is much
more important than having a certification. Moreover, it is important that the
management system is adjusted to the size of the organisation, meaning that the
processes in SMEs do not necessarily need to be as comprehensive as those in
larger companies.

Another common finding from the SMEs is that they generally apply a reactive
approach to social and environmental responsibility. They usually associate social
and environmental responsibility with legal compliance, and legal requirements
are thus the primary driver for the majority of social and environmental initiatives
taken by the companies. Many of the companies make use of external consultants
to ensure that their standards comply with legal requirements.** The most evident
example of social and environmental initiatives, which go beyond legal require-
ments, is implementation of certified management systems, and here the primary
driver is pressure from customers.

MNC customers may be able to encourage SMEs to apply a more proactive ap-
proach by suggesting how social and environmental initiatives can potentially
benefit business. Whereas the SMEs are indeed aware that compliance with cus-
tomer requirements is a precondition for doing business with the customers in
the long run, they have less awareness of how social and environmental issues
can intersect with broader aspects of their business. Thus, customers may put
greater efforts into explaining how social and environmental initiatives can in-
crease performance through e.g. managing risks, reducing costs (increased energy
efficiency, reduced employee turnover, reduced cases of accidents and illnesses,
etc.), improving productivity and quality, attracting talent and increasing em-
ployee satisfaction, making innovative products and services, improving brand
value and reputation and stakeholder satisfaction, and maintaining a ‘licence to
operate’. In other words, SMEs need to understand that social and environmental
responsibility should not only be seen as an ‘appendix’ to other business activities,
but as a field which may yield a sound business case if integrated into strategy and
business operations.

A better understanding of potential business benefits may also increase the pro-
pensity of SMEs to devote more human and financial resources to the social and
environmental agenda. Many SMEs find that they do not have the necessary hu-
man and financial resources to upgrade their social and environmental engage-
ment. But once convinced of the positive — either direct or indirect — effects of
such initiatives on their bottom line, they may perceive the human and financial
resources more as an investment than as a barrier.

1t is difficult to say whether the SMEs dealt with in this report represent average SMEs in the
Czech Republic, Hungary and Poland, or whether they — due to the nature of their industry (mainly
packaging industry) — do not face many social and environmental problems and hence find it rela-
tively unproblematic to comply with legal requirements.
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The importance of validation

This report indicates that SMEs typically apply for certifications of management
systems because some of their large customers require such certifications. How-
ever, since the majority of customers never audit the social and environmental
aspects of the SMEs’ production facilities, one could argue that the customers
tend to rely more on certificates than on the processes underlying the manage-
ment systems. Since a certification is no guarantee of a well-functioning manage-
ment system, customer requirements should be followed up by some kind of vali-
dation with the aim of assessing the underlying processes and identifying defi-
ciencies. If requirements are not followed up by validation — typically in the form
of audits — customers may risk sending mixed signals to their suppliers, who in
turn may be confused about the customers’ priorities. Thus, if a customer only
follows up on its requirements by reviewing a management system certificate and
neglects to review and discuss the underlying processes through audits and on-
going dialogue, suppliers may be inclined to believe that social and environmental
issues are not highly prioritised by the customer after all.

In fact, the findings in this report indicate that most SMEs welcome audits by their
customers, because they find it beneficial when outsiders look at their facilities
and provide relevant input. In connection with this, it is worth noting that the few
SMEs, who supply to customers with comprehensive social and environmental
audit programs, have more adequate processes in place than the average SME
participant.

Experiences from HP indicate that audits provide a good opportunity for a close
dialogue with suppliers about what HP expects from them and how inadequate
processes can possibly be solved. Such dialogue may provide valuable input to the
suppliers’ subsequent corrective actions. However, a precondition for direct dia-
logue between customer and supplier during audits is that the customer uses
internal — as opposed to third-party — auditors.

Industry-wide initiatives

Some SMEs find it confusing and time-consuming that their customers apply indi-
vidual codes of conduct which may put emphasis on different issues. It would
therefore be beneficial if customers belonging to the same industry increasingly
join forces and develop joint codes of conduct. It makes a difference if suppliers
find that customers joining the same code of conduct take the code equally seri-
ously.

Some of the existing industry-wide initiatives supplement their joint codes of con-
duct with joint audits, typically conducted by third-party auditors, with the aim of
reducing the amount of audits conducted at each supplier. The customers them-
selves will also benefit from joint approaches to both codes of conduct and audits,
since joint activities are typically less time and resource consuming and provide
the customers with more leverage vis-a-vis suppliers. However, a potential disad-
vantage of joint code of conduct and audit approaches is that they may not reflect
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the individual company’s priorities. Therefore, some companies choose to engage
in both individual and joint efforts.

The Electronic Industry Code of Conduct (EICC), which is applied by many compa-
nies within the electronics industry, including HP, is one example of an industry-
wide code of conduct.

Continuous dialogue

Audits are an important means for customers to validate the performance of sup-
pliers. However, to keep momentum among SMEs to correct non-conformance
issues identified during audits, continuous dialogue between customer and sup-
plier is of great importance. Thus, the findings in this report indicate that SMEs
appreciate if customers take the time to explain the rationale behind their re-
quirements as well as provide the SMEs with input to correction of non-
conformances.

While dialogue with customers may contribute positively to the SMEs’ efforts,
internal dialogue within the SMEs’ own organisations is equally important. A chal-
lenge experienced by several SMEs is to encourage the workforce to change their
routines as a consequence of implementation of new procedures, which e.g.
management systems give rise to. One possible reason for low receptiveness to
new procedures is lack of efforts on the part of management to involve the work-
force in the reasoning behind implementation of new procedures and to provide a
conducive environment for worker feedback. For instance, findings from this re-
port suggest that management of SMEs often neglect to communicate customer
requirements to the workers. The SMEs who have in fact put an effort into im-
proving dialogue and communication like e.g. explaining that implementation of
management systems, and hence new routines, is a precondition for keeping the
important customers, typically experience a more positive and receptive work-
force. Based on the assumption that more positive and receptive workers usually
perform better, it would be in the interest of the SMEs’ customers to encourage
their suppliers to intensify internal dialogue about customer requirements.

Role of customers’ personnel in charge of supplier relations

If SME suppliers are to continuously improve their social and environmental per-
formance, they need to be convinced that the customers do in fact take these
aspects of business seriously. The auditors conducting the on-site audits are likely
to be very committed to and knowledgeable about social and environmental is-
sues. However, if the SMEs are to prioritise social and environmental initiatives in
the long run, the dialogue about these issues has to continue after the audits, as
indicated above. This means that the personnel in charge of supplier relations
within the customer’s organisation need to give priority to social and environ-
mental aspects of business and not treat these aspects as less important than
other business aspects such as quality, price and delivery times.

However, as the case of HP shows, the personnel in charge of supplier relations
may not pay high attention to social and environmental aspects when they inter-
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act with suppliers, which is an unfortunate signal to send. Awareness and com-
mitment of personnel in charge of supplier relations may be increased through
their active participation in supplier audits and incorporation of social and envi-
ronmental aspects into their performance evaluations.

The role of personnel in charge of supplier relations is important regardless of the
size of suppliers. However, since SMEs may tend to look at large customers as role
models for their own business, the role of these personnel becomes particularly
important when dealing with SME suppliers.

Role of 1* tier suppliers — the direct customers

Due to their size and lack of financial and human resources, SMEs are likely to
introduce social and environmental initiatives that go beyond legal requirements
only when they are pressured by their customers. However, not all MNCs have
SMEs as direct suppliers. If SME suppliers are placed further down the supply
chain, the role of their direct customers (e.g. 1*" tier suppliers to HP) becomes very
important. While MNCs like HP typically require their 1** tier suppliers to pass on
social and environmental requirements to their own suppliers, they may experi-
ence that not all 1** tier suppliers are committed or prepared to pass on the re-
quirements — especially if they do not give high priority to social and environ-
mental responsibility within their own organisation. Thus, if a company does not
pay much attention to a certain issue inside its own organisation, it is not very
likely to encourage its suppliers to pay much attention either. From this it follows
that MNCs wishing to have supply chains which are sustainable beyond the 1°*' tier
need to put great efforts into ensuring that their direct suppliers give high priority
to social and environmental issues and hence set a good example for their own
smaller suppliers.

Once again, the importance of personnel in charge of supplier relations in the
MNCs needs to be stressed. If these personnel are not committed to the social
and environmental performance of the 1% tier suppliers, the key account manag-
ers of the 1* tier suppliers may not attach much importance to this performance
either. He or she will in turn not encourage the supplier responsible managers in
his/her own organisation to put much emphasis on social and environmental is-
sues in the dialogue with their SME suppliers, who will not learn the importance
of these issues either. In other words, in order for sustainability to be dissemi-
nated beyond the 1* tier in the supply chain, it is crucial that the ‘first’ company in
the supply chain sends the right signals to its direct suppliers.

Targeting SME suppliers through capability-building activities

Day-to-day sustainable supply chain management, which typically involves codes
of conduct, audits and continuous dialogue, serves to increase the awareness of
suppliers and improve their ability to comply with social and environmental re-
quirements and expectations. However, these day-to-day activities may not pro-
vide suppliers with in-depth knowledge and practical tools on social and environ-
mental issues, which may often be a precondition for a more focused and strate-
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gic approach to social and environmental responsibility. This section describes
how MNCs can set up capability-building activities which can provide SMEs with
more in-depth knowledge and tools.

Collaboration with external partners

To increase suppliers’ capabilities, MNCs can choose to set up capability-building
activities aimed at a targeted group of suppliers and focusing on one or a few key
issues. The activities may take the form of training sessions and/or interactive
workshops based on dialogue among participants. While MNCs may have in-
house competences to carry out the day-to-day sustainable supply chain man-
agement practices, capability-building activities usually require more expertise
regarding social and environmental issues, how these issues intersect with busi-
ness, and specific regulative and cultural aspects. Therefore, companies may
choose to organise their capability-building activities in collaboration with exter-
nal organisations which possess this expertise.

Commitment of SMEs is crucial

Due to their limited human and financial resources as well as their mainly reactive
approach to social and environmental responsibility, SMEs may often find it too
time-consuming and too little rewarding to participate in training sessions or
workshops on social and environmental issues. Therefore, the capability-building
activities need to be carefully designed to fit the needs of the target groups in
order for the participants to transfer the learnings to their own day-to-day prac-
tices. From this it follows that the success of capability-building activities largely
depends on whether or not the organisers are able to choose highly relevant top-
ics, which attract the attention of the SMEs and make them committed to the
activity. Engaging suppliers in capability-building activities is only realistic up to
the point where they are committed. Moreover, it is important for the outcome of
the activities that the suppliers get the impression that their customers are
equally committed.

Targeted training workshops

The importance and challenge of tailoring training should not be underestimated.
Both content and process is highly important. In terms of content, learnings from
this project suggest that providing relevant and practical examples which can be
directly linked to the participants’ business operations is crucial. In this context, a
one-day workshop can be seen as a very important awareness-raising first step
towards behavioural change, but may be too short to satisfy individual company
needs. In terms of process, it should be carefully considered how — and to what
extent — participants can be involved in interactive dialogue.

Selection of participants

A main observation touched upon earlier in this report is that participants need to
be selected carefully. Thus, it is important that the participants are either in a
management position or have management’s full support. If this is not the case, it
may be difficult for the participants to make the rest of their organisation listen to
the learnings and to receive organisational support for implementation of new
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initiatives. However, it is also crucial that the participants have sufficient insight
into the social and environmental activities and priorities of their organisation.
Without such insight, it may be difficult for them to express their organisation’s
needs as well as to participate in and contribute to a dialogue with workshop tu-
tors and other participants.

Moreover, if a capability-building activity is largely based on dialogue among par-
ticipants, it is crucial that the participants have an open mind and are willing to
share experiences. However, openness may sometimes be hampered by language
barriers (if the workshops are held in English), insecurity about how much corpo-
rate information to disclose (this is particularly the case if most participants be-
long to the same industry and hence may be competitors), or discomfort from
speaking in front of a large group of people. The capability-building workshops
described earlier in this report reveal that the most active participants are those
who occupy relatively high positions enabling them to communicate freely, and
those who represent companies which apply a proactive and strategic approach
to social and environmental responsibility.

The figure below summarises the mechanisms, which MNCs can employ in order
to increase social and environmental awareness and performance of SME suppli-
ers.

MNC behaviour influencing SME MNC behaviour influencing SME
awareness and performance — awareness and performance —
through day-to-day interaction: through capability-building
activities:

Focus on integration into
business operations

and business case .
Collaboration
. . with external partners
Social and environmental

validation

Commitment of

Industry-wide Awareness
SMEs

codes of conduct and performance
of SME suppliers

Continuous dialogue
Targeted activities

Commitment of personnel in

charge of supplier relations
Carefully selected
participants

Commitment of direct customer
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The main conclusions from this chapter are compiled into a set of generic guide-
lines on sustainable supply chain management, which are presented in the next
chapter.
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Chapter 8: Guidelines on sustainable supply chain man-
agement

This chapter presents a list of guidelines for MNCs on sustainable supply chain
management, particularly targeting SME suppliers. The guidelines are developed
on the basis of findings from SMEs in Central and Eastern Europe, but due to their
generic nature, they may also be applied to larger supplier as well as suppliers in
other regions.

Focusing on management systems as an integrated part of business operations
SMEs may not always have adequate management system processes in place to
ensure conformance with applicable laws and regulations, identification and miti-
gation of risks, and continual improvement. Lack of adequate management sys-
tem processes may lead to deficiencies within the areas of health & safety, envi-
ronment, labour and ethics.

MNCs can encourage SME suppliers to implement more adequate management
systems by emphasising that:

e it is important to integrate the management systems into existing proc-
esses and procedures and not treat them as an ‘appendix’ to existing or-
ganisational processes

e if integrated into business operations and strategy, social and environ-
mental management systems may yield a sound business case, e.g.
through improved productivity and quality, lower personnel turnover, etc.

® a management system certificate in itself does not guarantee that a man-
agement system is adequately integrated into the organisation

® tis often easier to implement social and environmental management sys-
tems in advance rather than after external stakeholders require it, be-
cause it allows the individual company to carry out the implementation at
a suitable pace

Following up on written requirements

SMEs often experience that customers neglect to validate their compliance with
social and environmental requirements. Customers thereby risk sending mixed
signals regarding their priorities and may spur SMEs to think that social and envi-
ronmental responsibility is not that important after all.

MNCs can emphasise their high priority to social and environmental responsibility
by:
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® carrying out social and environmental audits to convince the SMEs that
their social and environmental performance is indeed of importance for
continuation of the business relationship

e following up on the SMEs’ correction of non-conformance issues identi-
fied during the audits

Continuing the dialogue

Since SMEs often apply a reactive approach to social and environmental responsi-
bility, they have to be continuously reminded of the importance of this responsi-
bility and supported in their efforts.

MNCs can maintain momentum at SME suppliers by:

® engaging in continuous dialogue — e.g. using audits as a platform —
whereby the SMEs can be constantly reminded of the customers’ expecta-
tions and receive guidance on how to correct deficiencies

® ensuring that their own personnel in charge of supplier relations are suffi-
ciently aware of and committed to SMEs’ social and environmental per-
formance, enabling them to support and exert pressure on the SMEs

® ensuring that the SMEs’ direct customers (in case SMEs are placed beyond
1* tier of the supply chain) are committed and equipped with relevant
knowledge

® encouraging internal dialogue between management and workers within
the SMEs, based on the assumption that workers are typically more re-
ceptive towards new routines and tasks if they have been involved in the
implementation of new initiatives

Engaging in industry-wide initiatives

SMEs may experience that customers apply individual codes of conduct, which
increases their workload and leaves them confused about which requirements to
prioritise.

MNCs can reduce the workload and confusion among SME suppliers and increase
their overall leverage vis-a-vis the suppliers by:

® engaging in industry-wide initiatives with joint codes of conduct — and
possibly joint audits as well — thereby presenting their common suppliers
with only one set of requirements to prioritise

Engaging SMEs in capability-building activities

While day-to-day sustainable supply chain activities serve to improve SME suppli-
ers’ awareness and ability to comply with social and environmental requirements,
capability-building activities may serve to give them further in-depth knowledge
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and practical tools, hence enabling them to apply a more focused and strategic
approach to social and environmental responsibility.

MNCs can increase SME suppliers’ benefits of capability-building activities by:

e setting up the activities in collaboration with external organisations with
expertise within social and environmental issues, how these issues inter-
sect with business, and relevant legal and cultural aspects, which the
MNCs themselves usually do not have in-house

® organising the activities in a form and around topics which are highly rele-
vant to SMEs, thereby ensuring the SMEs’ commitment and active partici-
pation

e ensuring that the SMEs are represented by participants who have a cer-
tain leverage within their own organisation, are knowledgeable about
their organisation’s social and environmental activities and priorities, and
are able and willing to share own experiences
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Appendix A: Social and environmental performance at
Czech SMEs

The two tables below give an overview of the overall social and environmental
performance of the eight SME suppliers in the Czech Republic. The information
was collected during the assessments in October and November 2006. The com-
panies have been assessed against the Electronic Industry Code of Conduct (EICC),
which is used by several of the companies’ customers from the electronics indus-
try.

The first table includes a general description of how each provision in the EICC is
dealt with across companies. Since this description is intended to give an overall
picture of the performance in all participating companies in the Czech Republic,
nuances as well as differences in the individual companies’ approaches are not
covered. It should also be mentioned that some provisions could not be reviewed
in all companies, primarily due to absence of relevant personnel.

The second table indicates how many companies are in non-conformance with
the EICC provisions. The colours indicate the percentage of companies, in which a
major non-conformance, minor non-conformance and/or observation have been
identified:

. 0% of companies

1-50% of companies

. 51-100% of companies

Major and minor non-conformances and observations are defined as follows®:

A major non-conformance is:

— An issue which is in non-conformance with a fundamental requirement
of the EICC

— Asignificant failure in the management system, one that affects the abil-
ity of the system to produce the desired results

— An issue with potential significant consequences (injury, inhumane
treatment, spill, business disruption, etc.)

— An issue which could be difficult or expensive to correct

A minor non-conformance is:
— Anissue which is not significant
— Anisolated instance where a requirement has not been fulfilled

! These definitions are developed by HP.



An observation is:
— ldentification of a situation that could develop into a non-conformance
in the future
— An issue that is not a regulatory non-compliance or EICC non-
conformance, but may present a risk if left unaddressed



Cross-company performance at Czech SMEs on provisions included in the EICC

Provision Cross-company performance

Code of conduct

Electronic Industry Code of Conduct (EICC) Management in the companies is generally familiar with the ex-
pectations and requirements included in the EICC. However the
workers as well as payroll service providers (in the cases where
such providers are used) are often not aware of the EICC.

Supplier management The companies do not have a program for ensuring that their own
S Sl Gelele e E Geiael s Siei e e i el aae | suppliers conform to the Code and to labour, ethics, health and
el e e e e ke e e | safety, and environmental laws.

chain and subcontractors.””

Compliance with laws All companies have demonstrated in-depth knowledge of local
SEllaelelaaiz el biererele aniale daie Gereln i dae aelaeseae e | laws and regulations pertaining to labour and human rights, occu-
GAlels b sl s ek el ey s e les s e a= o=l B pational health and safety, and the environment.

compliance with the laws, rules and regulations of the They have procedures in place that keep them informed about
countries in which it operates.” regular updates to the local laws and regulations.

W s = e e T el e s e | The majority of the companies have many of the elements of a
cation labour and an environmental and health & safety management
“Participants shall adopt or establish a management system in place. However, some elements need to be formalised
S e e e e e ke e da e enaiie e o ik e l= | and strengthened. Three companies are 1SO 14001 certified, and
AL e = s ek e e e ee e 2= e four plan to apply for this certification in the near future. Two
compliance with applicable laws, regulations and cus- companies are OHSAS 18001 certified and one is preparing for this
tomer requirements related to the Participant’s opera- certification.

tions and products; (b) conformance with this Code; and

(c) identification and mitigation of operational risks re-

lated to this Code. It should also facilitate continual im-

provement.”

Freely chosen employment All companies assure that their workers are free to enter and exit
“Forced, bonded or indentured labour or involuntary the facilities. Moreover, the companies do not withhold personal
Cldenar el s ers ek el el AR e s e e el | or government-issued IDs or require workers to pay a deposit
and workers should be free to leave upon reasonable upon being hired. Employees have freely chosen to work for the
notice. Workers shall not be required to hand over gov- companies, and there is no forced, prison, indentured or bonded
ernment-issued identification, passports or work permits  NElslelU[fofi[af-A0HTo

as a condition of employment.”

Child labour avoidance All companies review and keep on file copies of proof of age
G lETa I lers ier e e kel s e le = et ie e | documentation (birth certificates, local records, passports, etc.) at
DAkl Bale i e e s ek ek e pseiak A e ey e kel | the time workers are hired. The companies only hire workers
the age of 15 (or 14 where the law of the country per- above 18 years old. Exceptions are summer students, who are
Gl b e e e e e ek e e e s s =a e | allowed to be between the age of 16 and 18.

tion, or under the minimum age for employment in the

country, whichever is greatest. The use of legitimate

workplace apprenticeship programs, which comply with

all laws and regulations, is supported. Workers under the

age of 18 should not perform hazardous work and may be

restricted from night work with consideration given to

educational needs.”

Working hours Overtime is offered to employees on a voluntary basis in all com-
S e e e el s s e s s acelia ser| panies. The employees’ overtime hours do not exceed the maxi-

reduced productivity, increased turnover and increased mum set by local law. However, a couple of workers in one com-
Dol el b s e e s s el e der e eec b b | pany have exceeded the legal limit of overtime hours.

mum set by local law. Further, a workweek should not be

more than 60 hours per week, including overtime, except

in emergency or unusual situations. Workers shall be

allowed at least one day off per seven-day week.”

Non-discrimination All companies ensure that employees are not hired on the basis of
Sl el i S alel e sl e el iria e e ek e st ie = fee e race, colour, age, gender, sexual orientation, ethnicity, disability,
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harassment and unlawful discrimination. Companies shall
not engage in discrimination based on race, colour, age,
gender, sexual orientation, ethnicity, disability, preg-
nancy, religion, political affiliation, union membership or
marital status in hiring and employment practices such as
promotions, rewards, and access to training. In addition,
workers or potential workers should not be subjected to
medical tests that could be used in a discriminatory way.”
Wages and benefits

“Compensation paid to workers shall comply with all
applicable wage laws, including those relating to mini-
mum wages, overtime hours and legally mandated bene-
fits. In compliance with local laws, workers shall be com-
pensated for overtime at pay rates greater than regular
hourly rates. Deductions from wages as a disciplinary
measure shall not be permitted. The basis on which
workers are being paid is to be provided in a timely man-
ner via pay stub or similar documentation.”

Humane treatment

“There is to be no harsh and inhumane treatment, includ-
ing any sexual harassment, sexual abuse, corporal pun-
ishment, mental or physical coercion or verbal abuse of
workers; nor is there to be the threat of any such treat-
ment.”

Freedom of association

“Open communication and direct engagement between
workers and management are the most effective ways to
resolve workplace and compensation issues. Participants
are to respect the rights of workers as established by local
law to associate freely on a voluntary basis, seek repre-
sentation, join or be represented by Works Councils, and
join or not join labour unions and bargain collectively as
they choose. As provided by law, employees who become
worker representatives shall not be the subject of dis-
crimination and shall have access to management and co-
workers in order to carry out their representative func-
tions. Workers shall be able to communicate openly with
management regarding working conditions without fear
of reprisal, intimidation or harassment. In saying that
worker rights are to be respected as established or pro-
vided by local law, what HP means is that in countries that
have legal systems that support those rights, they are to
be understood in the context of the definitions, conditions
and procedures that local law provides. However, basic
worker rights to open communication, direct engagement
and humane and equitable treatment must be respected
even in countries where they are not given meaningful
legal protection. Where worker representation and collec-
tive bargaining are restricted by law, participants are to
facilitate open communication and direct engagement
between workers and management as alternative ways of
ensuring that workers’ rights, needs and view are consid-
ered and acted upon appropriately and in good faith.”

Ethics

Business integrity

“The highest standards of integrity are to be expected in
all business interactions. Any and all forms of corruption,
extortion and embezzlement are strictly prohibited result-
ing in immediate termination and legal actions.”

Cross-company performance

religion, political affiliation, union membership or marital status.

All companies provide workers with written employment condi-
tions, including terms of their payments and any deductions for
tax, social- and health insurance, etc. A few companies apply a
wage deduction as a disciplinary measure. The minimum wage is
offered in all companies, and some companies even pay above the
minimum wage.

All companies provide employees with written rules and regula-
tions that describe acceptable practices and associated disciplinary
measures if acceptable practices are not followed. There are no
signs of harsh or inhumane treatment in the companies.

All companies have an open communication climate. In some
companies, management holds regular communication sessions
with workers to discuss their issues or disputes, and some have
suggestion boxes available in the public areas. However, there is
typically no union or workers council in place.

The majority of the companies provide management and workers
with written rules and regulations prohibiting workers from engag-
ing in bribery, corruption or embezzlement. A few companies have
no written regulations or processes that define expectations on
business ethics to ensure that no one acting on the facility’s behalf
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No improper advantage
“Bribes or other means of obtaining undue or improper
advantage are not to be offered or accepted.”

Disclosure of information

“Information regarding business activities, structure,
financial situation and performance is to be disclosed in
accordance with applicable regulations and prevailing
industry practices.”

Intellectual property

“Intellectual property rights are to be respected; transfer
of technology and know-how is to be done in a manner
that protects intellectual property rights.”

Fair business, advertising and competition

“Standards of fair business, advertising and competition
are to be upheld. Means to safeguard customer informa-
tion should be available.”

Protection of identity

“Programs that ensure the protection of supplier and
employee whistleblower confidentiality are to be main-
tained.”

Community engagement

“Community engagement is encouraged to help foster
social and economic development.”

Health & safety

Occupational safety

“Worker exposure to potential safety hazards (e.g., elec-
trical and other energy sources, fire, vehicle, and fall
hazards) are to be controlled through proper design,

engineering and administrative controls, preventive main-

tenance and safe work procedures (including lock-
out/tagout). Where hazards cannot be adequately con-
trolled by these means, workers are to be provided with

appropriate personal protective equipment. Workers shall

not be disciplined for raising safety concerns.“
Emergency preparedness and response

“Emergency situations and events are to be identified and

assessed, and their impact minimized by implementing
emergency plans and response procedures, including:
emergency reporting, employee notification and evacua-
tion procedures, worker training and drills, appropriate
fire detection and suppression equipment, adequate exit
facilities and recovery plans.”

Occupational injury and illness

“Procedures and systems are to be in place to manage,
track and report occupational injury and illness, including
provisions to: a) encourage worker reporting; b) classify
and record injury and illness cases; c) provide necessary
medical treatment; d) investigate cases and implement
corrective actions to eliminate their causes; and d) facili-
tate return of workers to work.”

Industrial hygiene

“Worker exposure to chemical, biological and physical
agents is to be identified, evaluated, and controlled.

Cross-company performance

uses corrupt practices to conduct business.

The majority of the companies have written regulations prohibit-
ing all levels of workers from soliciting or accepting kickbacks,
bribes, commissions or other unlawful payments for the purpose
of receiving favourable treatment contracts or sales from others. A
few companies have no written policy that defines expectations
for management and workers on giving and receiving of gifts or
bribes to or from suppliers and customers.

The companies have written procedures to ensure non-disclosure
and protection of information about its customers, channel part-

ners, suppliers, employees, and other business partners in accor-

dance with applicable laws and regulations.

All but one of the companies reviewed have a policy and proce-
dures in place to review intellectual property ownership and en-
sure intellectual property rights are upheld and respected. (This
provision was not reviewed in all companies).

Approx. half of the companies reviewed have a policy or process
for review of advertising statements to ensure they are not false
or misleading and they meet fair business and advertising legal
requirements. (This provision was not reviewed in all companies).

Except for one company, the companies do not have an anony-
mous way in which workers and/or external stakeholders can
confidentially report ethical or legal concerns.

The majority of the companies reviewed have a charitable giving
program and provide donations and/or provide workers with the
opportunity to volunteer and support local or regional charities.
(This provision was not reviewed in all companies).

Worker exposure to safety hazards is adequately identified, evalu-
ated and controlled in the majority of companies. However, work-
ers do not consistently use the personal protective equipment
provided to them to protect them from exposure to noise, flying
particles, etc.

The companies reviewed assess potential emergency situations
and have implemented emergency plans and procedures to pro-
tect the safety of workers. However, various minor non-
conformances have been detected in the individual companies
such as poorly marked emergency exits, blocked fire extinguishers
and hydrants, and overdue scheduled inspection of fire extin-
guishers. (This provision was not reviewed in all companies).

The vast majority of companies reviewed have implemented ap-
propriate procedures to report, record, classify, treat and investi-
gate work-related injuries and illnesses. In a few cases, the avail-
able first-aid material was insufficient. (This provision was not
reviewed in all companies).

In most companies reviewed, all potential workplace health haz-
ards have been properly identified, evaluated and controlled.
However, workers generally do not consistently use the personal
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When hazards cannot be adequately controlled by engi-
neering and administrative means, workers are to be
provided with appropriate protective equipment.”

Physically demanding work

“Worker exposure to physically demanding tasks, includ-
ing manual material handling and heavy lifting, prolonged
standing and highly repetitive or forceful assembly tasks is
to be identified, evaluated and controlled.”

Machine safeguarding

“Physical guards, interlocks and barriers are to be pro-
vided and properly maintained for machinery used by
workers.”

Dormitory and canteen

“Workers are to be provided with clean toilet facilities,
access to potable water and sanitary food preparation
and storage facilities. Worker dormitories provided by the
Participant or a labour agent are to be clean, safe, and
provide emergency egress, adequate heat and ventilation
and reasonable personal space.”

Environment

Environmental permits and reporting

“All required environmental permits (e.g., discharge moni-
toring) and registrations are to be obtained, maintained
and kept current and their operational and reporting
requirements are to be followed.”

Pollution prevention and resource reduction

“Waste of all types, including water and energy, are to be
reduced or eliminated at the source or by practices such
as modifying production, maintenance and facility proc-
esses, materials substitution, conservation, recycling and
re-using materials.”

Hazardous substances

“Chemical and other materials posing a hazard if released
to the environment are to be identified and managed to
ensure their safe handling, movement, storage, recycling
or reuse and disposal.”

Wastewater and solid waste

“Wastewater and solid waste generated from operations,
industrial processes and sanitation facilities are to be
monitored, controlled and treated as required prior to
discharge or disposal.”

Air emissions

“Air emissions of volatile organic chemicals, aerosols,
corrosives, particulates, ozone depleting chemicals and
combustion by-products generated from operations are to
be characterized, monitored, controlled and treated as
required prior to discharge.”

Product content restrictions

“Product Content Restrictions and HP’s General Specifica-
tion for the Environment (GSE). Participants are to adhere
to all applicable laws and regulations regarding prohibi-
tion or restriction of specific substances including labelling
laws and regulations for recycling and disposal. Partici-

Cross-company performance

protective equipment provided to them to protect them from
exposure to particularly noise. Moreover, eyewash equipment in
the battery charging area is insufficient in several companies. (This
provision was not reviewed in all companies).

Most companies have implemented an adequate program to
identify and control the hazards of physically demanding work.
However, in several companies, the provision of simple fix-
tures/tools, floor mats, stools and lifting equipment is lacking.

In the majority of companies, machine safeguards are provided
where required and are properly maintained. In a few cases,
where machine safeguarding has been inadequate, it has been
related to insufficient safeguarding of spinning machine parts and
gluing machines. Also, preventive maintenance and records have
been insufficient in a few companies.

With the exception of one company, all companies reviewed pro-
vide employees with clean toilet facilities and potable water.
There are no dormitories. (This provision was not reviewed in all
companies).

The companies have all required environmental permits and regis-
trations. The permits are current and their operational and report-
ing requirements are followed.

The majority of companies reviewed maintain programs, including
improvement objectives, to eliminate and reduce waste, including
water and energy. (This provision was not reviewed in all compa-
nies).

Approx. half of the companies reviewed have implemented pro-
grams and processes to ensure the safe handling, movement,
storage, recycling or reuse and disposal of chemicals and hazard-
ous materials. The main problems encountered relate to polysty-
rene waste stored outside in the open area that could potentially
contaminate neighbouring property, and inadequate segregation
of hazardous materials. (This provision was not reviewed in all
companies).

Most of the companies do not generate wastewater that is re-
quired to be monitored and treated by local environmental regula-
tions. Wastewater and solid waste from the operations are moni-
tored, controlled and treated as required prior to discharge or
disposal.

The companies reviewed have no air emissions that require treat-
ment or control by local regulations. (This provision was not re-
viewed in all companies).

The companies reviewed adhere to both legal and customer re-
quirements regarding prohibited and restricted material, including
labelling laws and regulations for recycling and disposal. Only one
company reviewed is not aware of HP’s requirements for re-
stricted and prohibited materials. (This provision was not reviewed
in all companies).
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pants are also to adhere to processes to comply with each
agreed-upon customer-specific restricted and hazardous
materials list.”

Labour management system

Company commitment

“Corporate social and environmental responsibility state-
ments affirming Participant’s commitment to compliance
and continual improvement.”

Management accountability and responsibility

“Clearly identified company representative[s] responsible
for ensuring implementation and periodic review of the
status of the management systems.”

Legal and customer requirements
“Identification, monitoring and understanding of applica-
ble laws, regulations and customer requirements.”

Risk assessment and risk management

“Process to identify the labour practice risks associated
with Participant’s operations. Determination of the rela-
tive significance for each risk and implementation of
appropriate procedural and physical controls to ensure
regulatory compliance to control the identified risks.”
Performance objectives with implementation plan and
measures

“Written standards, performance objectives, targets and
implementation plans including a periodic assessment of
Participant’s performance against those objectives.”

Training

“Programs for training managers and workers to imple-
ment Participant’s policies, procedures and improvement
objectives.”

Communication

“Process for communicating clear and accurate informa-
tion about Participant’s performance, practices and ex-
pectations to workers, suppliers and customers.”

Worker feedback and participation

“Ongoing processes to assess employees’ understanding
of and obtain feedback on practices and conditions cov-
ered by this Code and to foster continuous improvement.

”

Audits and assessments

“Periodic self-evaluations to ensure conformity to legal
and regulatory requirements, the content of the Code and
customer contractual requirements related to social and
environmental responsibility.”

Corrective action process

“Process for timely correction of deficiencies identified by

Cross-company performance

All but two companies have a labour policy/commitment state-
ment that is signed by executive management and contains com-
mitments to regulatory compliance and continual improvement.

The companies have assigned a manager with defined and com-
municated responsibility, and the vast majority have also assigned
a manager with authority for implementing and periodically re-
viewing the labour management system. Management system
reviews are performed on a regular basis.

All companies have implemented a process to identify and regu-
larly monitor applicable laws, regulation and customer require-
ments, and the labour management representatives have in-depth
understanding of all applicable requirements. Legal information is
received through multiple channels such as subscription, public
media, special trainings and government portals. Several compa-
nies have employed a law firm/lawyer to ensure that the latest
labour laws and regulations are implemented and followed.

The majority of companies have not implemented a process to
formally identify and evaluate all labour risks, including a determi-
nation of relative significance for each risk. However, in most
companies controls have been fully or partly implemented to
ensure regulatory compliance.

Slightly more than half of the companies have established written
labour and ethics performance objectives, targets and implemen-
tation plans and regularly review their progress toward achieving
the objectives. Examples of labour objectives are sickness and
fluctuation rates, overtime, productivity, training costs, etc. Two
companies have no labour and ethics improvement objectives and
targets at all.

The vast majority of companies have implemented programs to
train managers and workers on labour and ethics policies, proce-
dures and improvement objectives. In one company, training is so
far only provided for managers and supervisors.

All companies have implemented adequate processes to provide
clear and accurate information about the company's labour and
ethics performance, practices and expectations to workers, and
sometimes to customers as well. The most common communica-
tion means are meetings, emails, and notice boards. Most compa-
nies do not have an adequate process to communicate labour and
ethics performance and expectations to their suppliers.

Slightly less than half of the companies have adequate processes
to assess worker understanding of and obtain feedback on labour
and ethics practices and conditions and to foster continuous im-
provement. However, in most companies, the workers can provide
feedback directly to their supervisors or the managing director.
Some companies also provide suggestion boxes, and a few also
employee surveys.

The majority of companies perform regular internal audits to
evaluate compliance with applicable laws and regulations, and
some also include conformance with customer requirements.
However, the focus of the audits seems to be more on quality
issues than on labour and ethics issues.

All but one company have implemented a process to ensure timely
correction of deficiencies identified by labour and ethics audits,
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internal or external assessments, inspections, investiga-
tions and reviews.”

Documentation and records

“Creation of documents and records to ensure regulatory
compliance and conformity to company requirements
along with appropriate confidentiality to protect privacy.”

Company commitment

“Corporate social and environmental responsibility state-
ments affirming Participant’s commitment to compliance
and continual improvement.”

Management accountability and responsibility

“Clearly identified company representative[s] responsible
for ensuring implementation and periodic review of the
status of the management systems.”

Legal and customer requirements
“Identification, monitoring and understanding of applica-
ble laws, regulations and customer requirements.”

Risk assessment and risk management

“Process to identify the environmental, health and safety
practice risks associated with Participant’s operations.
Determination of the relative significance for each risk
and implementation of appropriate procedural and physi-
cal controls to ensure regulatory compliance to control
the identified risks.”

Performance objectives with implementation plan and
measures

“Written standards, performance objectives, targets and
implementation plans including a periodic assessment of

Participant’s performance against those objectives.”
Training

“Programs for training managers and workers to imple-
ment Participant’s policies, procedures and improvement
objectives.”

Communication

“Process for communicating clear and accurate informa-
tion about Participant’s performance, practices and ex-
pectations to workers, suppliers and customers.”
Worker feedback and participation

“Ongoing processes to assess employees’ understanding
of and obtain feedback on practices and conditions cov-
ered by this Code and to foster continuous improvement.

”

Audits and assessments

“Periodic self-evaluations to ensure conformity to legal
and regulatory requirements, the content of the Code and
customer contractual requirements related to social and
environmental responsibility.”

Corrective action process

“Process for timely correction of deficiencies identified by
internal or external assessments, inspections, investiga-
tions and reviews.”

Documentation and records

Cross-company performance

assessments, worker complaints, investigations and reviews.

All companies maintain the labour and ethics documents and
records necessary to ensure regulatory compliance and conformity
to company requirements along with appropriate confidentiality
to protect privacy.

Environmental and health & safety management system

Approx. half of the companies reviewed have an environmental,
health and safety policy/commitment statement that is signed by
executive management and includes commitments to compliance
and continual improvement. (This provision was not reviewed in
all companies).

Almost all companies reviewed have assigned a manager with
defined and communicated responsibility and authority for im-
plementing and periodically reviewing the management system.
Management system reviews are performed on a regular basis.
(This provision was not reviewed in all companies).

The vast majority of companies reviewed have implemented a
process to identify and regularly monitor applicable laws, regula-
tion and customer requirements and the management representa-
tives have in-depth understanding of all applicable requirements.
(This provision was not reviewed in all companies).

The companies reviewed have implemented a process to identify
and evaluate risks, including a determination of relative signifi-
cance for each risk. Physical and procedural controls have been
implemented to ensure regulatory compliance. However, the risk
assessment procedure typically does not consider customer re-
quirements. (This provision was not reviewed in all companies).

Management in the companies reviewed does not periodically
review its progress in meeting environmental and health & safety
improvement objectives. (This provision was not reviewed in all
companies).

The companies reviewed have implemented programs to train
managers and workers on health & safety policies and procedures.
However, in some of the companies the training does not focus on
improvement objectives. (This provision was not reviewed in all
companies).

In the companies reviewed, the process to provide workers and
supply-chain partners with information about the company's
performance, practices and expectations is either non-existent or
inadequate. (This provision was not reviewed in all companies).

The few companies reviewed approached this issue very differ-
ently. Some companies have very adequate processes to assess
worker understanding of and obtain feedback on practices and to
foster continuous improvement. Other companies have no formal
processes in place to obtain worker feedback. (This provision was
not reviewed in all companies).

Of the companies reviewed, only two perform regular self-audits
to evaluate compliance with applicable laws and regulations and
conformance with customer requirements. (This provision was not
reviewed in all companies).

The few companies reviewed have implemented a process to
ensure timely correction of deficiencies identified by audits, as-
sessments, inspections, worker complaints, investigations and
reviews. (This provision was not reviewed in all companies).

The few companies reviewed maintain the documents and records




necessary to ensure regulatory compliance and conformity to
company requirements. (This provision was not reviewed in all
companies).

Overview of non-conformances at Czech SMEs

Code of conduct

Labour

Ethics

Health & safety

Environment

Labour management system
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Appendix B: Social and environmental performance at
Hungarian SMEs

The two tables below give an overview of the overall social and environmental
performance of the five SME suppliers in Hungary. The information was collected
during the assessments in November and December 2006. The companies have
been assessed against the Electronic Industry Code of Conduct (EICC), which is
used by several of the companies’ customers from the electronics industry.

The first table includes a general description of how each provision in the EICC is
dealt with across companies. Since this description is intended to give an overall
picture of the performance in all participating companies in Hungary, nuances as
well as differences in the individual companies’ approaches are not covered. It
should also be mentioned that some provisions could not be reviewed in all com-
panies, primarily due to absence of relevant personnel.

The second table indicates how many companies are in non-conformance with
the EICC provisions. The colours indicate the percentage of companies, in which a
major non-conformance, minor non-conformance and/or observation have been
identified:

. 0% of companies

1-50% of companies

. 51-100% of companies

Major and minor non-conformances and observations are defined as follows?:

A major non-conformance is:

— An issue which is in non-conformance with a fundamental requirement
of the EICC

— Asignificant failure in the management system, one that affects the abil-
ity of the system to produce the desired results

— An issue with potential significant consequences (injury, inhumane
treatment, spill, business disruption, etc.)

— Anissue which could be difficult or expensive to correct

A minor non-conformance is:
— Anissue which is not significant
— Anisolated instance where a requirement has not been fulfilled

% These definitions are developed by HP.



An observation is:
— ldentification of a situation that could develop into a non-conformance
in the future
— An issue that is not a regulatory non-compliance or EICC non-
conformance, but may present a risk if left unaddressed



Cross-company performance at Hungarian SMEs on provisions included in the EICC

Provision

Code of conduct
Electronic Industry Code of Conduct (EICC)

Supplier management

“HP's Supplier Code of Conduct states that the code may
be “....subsequently applied by that business to its supply
chain and subcontractors.””

Compliance with laws

“Fundamental to adopting the Code is the understanding
that a business, in all of its activities, must operate in full
compliance with the laws, rules and regulations of the
countries in which it operates.”

Management system applicability and third party certifi-
cation

“Participants shall adopt or establish a management
system whose scope is related to the content of this Code.
The management system shall be designed to ensure (a)
compliance with applicable laws, regulations and cus-
tomer requirements related to the Participant’s opera-
tions and products; (b) conformance with this Code; and
(c) identification and mitigation of operational risks re-
lated to this Code. It should also facilitate continual im-
provement.”

Labour

Freely chosen employment

“Forced, bonded or indentured labour or involuntary
prison labour is not to be used. All work will be voluntary,
and workers should be free to leave upon reasonable
notice. Workers shall not be required to hand over gov-
ernment-issued identification, passports or work permits
as a condition of employment.”

Child labour avoidance

“Child labour is not to be used in any stage of manufactur-
ing. The term “child” refers to any person employed under
the age of 15 (or 14 where the law of the country per-
mits), or under the age for completing compulsory educa-
tion, or under the minimum age for employment in the
country, whichever is greatest. The use of legitimate
workplace apprenticeship programs, which comply with
all laws and regulations, is supported. Workers under the
age of 18 should not perform hazardous work and may be
restricted from night work with consideration given to
educational needs.”

Working hours

“Studies of business practices clearly link worker strain to
reduced productivity, increased turnover and increased
injury and illness. Workweeks are not to exceed the maxi-
mum set by local law. Further, a workweek should not be
more than 60 hours per week, including overtime, except
in emergency or unusual situations. Workers shall be
allowed at least one day off per seven-day week.”

Cross-company performance

Management representatives of the companies are not familiar
with the EICC requirements. Most companies do not have a copy
of the EICC, since their customers have not provided a copy. Only
one company had recently received a copy of the code and thus
had some knowledge of it.

None of the companies have communicated the EICC require-
ments to their own suppliers and have no process to monitor their
conformance to the requirements. In the cases where suppliers
are met with requirements, these only pertain to legal require-
ments.

In all companies, the responsible managers are regularly updated
about local laws and regulations pertaining to labour rights, hu-
man rights, health & safety, and the environment.

Two companies have ISO 14001 and one has OHSAS 18001. The
rest have not yet established an environmental, health & safety
management system to implement the policies or to ensure con-
formance with the provisions of the EICC and applicable laws and
regulations. Regarding labour, the majority of the companies have
in place many of the elements of a management system.

All companies’ employees have freely chosen to work for the
company, and there is no forced, prison, indentured or bonded
labour being used in the companies.

All companies review documentation with age proof of their em-
ployees (birth certificates, local records, passports, etc.) at the
time they are hired. They all follow the legal requirements which
means that they hire only workers above 18 years, with few ex-
ceptions for temporary workers and student workers.

Workers' overtime hours seem not to exceed the maximum set by
local law in any of the companies, and overtime is only taking
place on a voluntary basis.




Provision Cross-company performance

Non-discrimination All companies have procedures to ensure that employees are not
Slplel el i S alel b aie de i e ek s reia = fe= = hired on the basis of race, colour, age, gender, sexual orientation,
Cleldeks ek el e el iae i el Geraa el el | ethinicity, disability, religion, political affiliation, union membership
not engage in discrimination based on race, colour, age, and marital status.

gender, sexual orientation, ethnicity, disability, preg-

nancy, religion, political affiliation, union membership or

marital status in hiring and employment practices such as

promotions, rewards, and access to training. In addition,

workers or potential workers should not be subjected to

medical tests that could be used in a discriminatory way.”

Wages and benefits All companies provide the employees with written employment
“Compensation paid to workers shall comply with all conditions, including terms of their payments and any deductions
applicable wage laws, including those relating to mini- such as social and health insurance or tax. All companies pay at
LAl e s = el elae ke en D el e leriee da= | least the minimum wage, and a couple of them pay above.

fits. In compliance with local laws, workers shall be com-

pensated for overtime at pay rates greater than regular

hourly rates. Deductions from wages as a disciplinary

measure shall not be permitted. The basis on which

workers are being paid is to be provided in a timely man-

ner via pay stub or similar documentation.”

Humane treatment All companies reviewed provide employees with written rules and
SR el Gl el el e el L el = e s e regulations that describe acceptable practices and associated

ing any sexual harassment, sexual abuse, corporal pun- disciplinary measures if acceptable practices are not followed.
ishment, mental or physical coercion or verbal abuse of (This provision was not reviewed in all companies).

workers; nor is there to be the threat of any such treat-

ment.”

Freedom of association In all companies reviewed, employees feel comfortable to voice
“Open communication and direct engagement between their opinions about working conditions to management and
el s el kel el e ek g e e e el el ks rer | supervisors. The employees are generally encouraged to speak
el e eie e slaehee g el kel e seledierae i | openly in case they have any issues they want to raise. One com-
LA RO G SIS e e e b e e e e el el ai=e e s el | pany has a labour union in place. (This provision was not reviewed
law to associate freely on a voluntary basis, seek repre- in all companies).

sentation, join or be represented by Works Councils, and

join or not join labour unions and bargain collectively as

they choose. As provided by law, employees who become

worker representatives shall not be the subject of dis-

crimination and shall have access to management and co-

workers in order to carry out their representative func-

tions. Workers shall be able to communicate openly with

management regarding working conditions without fear

of reprisal, intimidation or harassment. In saying that

worker rights are to be respected as established or pro-

vided by local law, what HP means is that in countries that

have legal systems that support those rights, they are to

be understood in the context of the definitions, conditions

and procedures that local law provides. However, basic

worker rights to open communication, direct engagement

and humane and equitable treatment must be respected

even in countries where they are not given meaningful

legal protection. Where worker representation and collec-

tive bargaining are restricted by law, participants are to

facilitate open communication and direct engagement

between workers and management as alternative ways of

ensuring that workers’ rights, needs and view are consid-

ered and acted upon appropriately and in good faith.”

Ethics

Business integrity Three of the five companies provide management and employees
R lelaes s e te el el s Sl kel deber e ea= e e with written rules and regulations prohibiting workers from engag-
UL e e el Al seate kel bieicis sifesicaiaisie | ing in bribery, corruption or embezzlement.




Provision

extortion and embezzlement are strictly prohibited result-
ing in immediate termination and legal actions.”

No improper advantage

“Bribes or other means of obtaining undue or improper
advantage are not to be offered or accepted.”

Disclosure of information

“Information regarding business activities, structure,
financial situation and performance is to be disclosed in
accordance with applicable regulations and prevailing
industry practices.”

Intellectual property

“Intellectual property rights are to be respected; transfer
of technology and know-how is to be done in a manner
that protects intellectual property rights.”

Fair business, advertising and competition

“Standards of fair business, advertising and competition
are to be upheld. Means to safeguard customer informa-
tion should be available.”

Protection of identity

“Programs that ensure the protection of supplier and
employee whistleblower confidentiality are to be main-
tained.”

Community engagement
“Community engagement is encouraged to help foster
social and economic development.”

Health & safety

Occupational safety

“Worker exposure to potential safety hazards (e.g., elec-
trical and other energy sources, fire, vehicle, and fall
hazards) are to be controlled through proper design,
engineering and administrative controls, preventive main-
tenance and safe work procedures (including lock-
out/tagout). Where hazards cannot be adequately con-
trolled by these means, workers are to be provided with
appropriate personal protective equipment. Workers shall
not be disciplined for raising safety concerns.”

Emergency preparedness and response

“Emergency situations and events are to be identified and
assessed, and their impact minimized by implementing
emergency plans and response procedures, including:
emergency reporting, employee notification and evacua-
tion procedures, worker training and drills, appropriate
fire detection and suppression equipment, adequate exit
facilities and recovery plans.”

Occupational injury and illness

“Procedures and systems are to be in place to manage,
track and report occupational injury and illness, including
provisions to: a) encourage worker reporting; b) classify
and record injury and illness cases; c) provide necessary
medical treatment; d) investigate cases and implement
corrective actions to eliminate their causes; and d) facili-
tate return of workers to work.”

Cross-company performance

The companies, which have written rules for business integrity,
also have written rules for improper advantage, i.e. regulations
prohibiting all levels of workers from soliciting or accepting kick-
backs, bribes, commissions or other unlawful payments. The com-
panies, which do not have written rules for business integrity, do
not have written rules for improper advantage either.

All companies have written procedures to ensure non-disclosure
and protection of information about their customers, channel
partners, suppliers, employees, and other business partners in
accordance with applicable laws and regulations.

All companies reviewed have a policy and procedures in place to
review intellectual property ownership and ensure intellectual
property rights are upheld and respected. (This provision was not
reviewed in all companies).

Half of the companies have a policy or process for reviewing ad-
vertising statements to ensure they are not false or misleading and
they meet fair business and advertising legal requirements. Such
policy and processes are available in the companies which also
have policies for business integrity and improper advantage. (This
provision was not reviewed in all companies).

Several companies provide management and employees with
written information on how to confidentially report ethical or legal
concerns. However, they do not always have a procedure to fol-
low-up and investigate reports of ethical or legal misconduct. (This
provision was not reviewed in all companies).

The majority of companies have a charitable giving program and
provide donations and/or provide workers with the opportunity to
volunteer and support local or regional charities. (This provision
was not reviewed in all companies).

In several companies, workers are not provided with the appropri-
ate personal protective equipment to control exposure to chemi-
cal and mechanical hazards. In the companies, which do provide
the personal protective equipment, it is often not properly main-
tained or used. Moreover, safety awareness is generally poor,
particularly in terms of machine safeguarding.

The companies’ emergency preparedness is generally lacking. The
most common examples of inadequacies are lacking emergency
exit facilities, lacking fire fighting equipment signage, and lacking
fire detection and suppression equipment.

The majority of companies have implemented appropriate proce-
dures to report, record, classify, treat and investigate work related
injuries and illnesses. However, in at least one company, accidents
are not formally investigated.
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Industrial hygiene

“Worker exposure to chemical, biological and physical
agents is to be identified, evaluated, and controlled.

When hazards cannot be adequately controlled by engi-
neering and administrative means, workers are to be
provided with appropriate protective equipment.”
Physically demanding work

“Worker exposure to physically demanding tasks, includ-
ing manual material handling and heavy lifting, prolonged
standing and highly repetitive or forceful assembly tasks is
to be identified, evaluated and controlled.”

Machine safeguarding

“Physical guards, interlocks and barriers are to be pro-
vided and properly maintained for machinery used by
workers.”

Dormitory and canteen

“Workers are to be provided with clean toilet facilities,
access to potable water and sanitary food preparation
and storage facilities. Worker dormitories provided by the
Participant or a labour agent are to be clean, safe, and
provide emergency egress, adequate heat and ventilation
and reasonable personal space.”

Environment

Environmental permits and reporting

“All required environmental permits (e.g., discharge moni-
toring) and registrations are to be obtained, maintained
and kept current and their operational and reporting
requirements are to be followed.”

Pollution prevention and resource reduction

“Waste of all types, including water and energy, are to be
reduced or eliminated at the source or by practices such
as modifying production, maintenance and facility proc-
esses, materials substitution, conservation, recycling and
re-using materials.”

Hazardous substances

“Chemical and other materials posing a hazard if released
to the environment are to be identified and managed to
ensure their safe handling, movement, storage, recycling
or reuse and disposal.”

Wastewater and solid waste

“Wastewater and solid waste generated from operations,
industrial processes and sanitation facilities are to be
monitored, controlled and treated as required prior to
discharge or disposal.”

Air emissions

“Air emissions of volatile organic chemicals, aerosols,
corrosives, particulates, ozone depleting chemicals and
combustion by-products generated from operations are to
be characterized, monitored, controlled and treated as
required prior to discharge.”

Product content restrictions

“Product Content Restrictions and HP’s General Specifica-
tion for the Environment (GSE). Participants are to adhere
to all applicable laws and regulations regarding prohibi-
tion or restriction of specific substances including labelling
laws and regulations for recycling and disposal. Partici-
pants are also to adhere to processes to comply with each
agreed-upon customer-specific restricted and hazardous

Cross-company performance

In the companies reviewed, the noise level is typically quite high,
and personal protective equipment is either missing or not consis-
tently enforced. (This provision was not reviewed in all compa-
nies).

A couple of companies have implemented an adequate program to
identify and control the hazards of physically demanding work. In
the companies, where such a program is absent, it is noticed that
mechanical lifting aids are not used to reduce worker exposure to
manual handling hazards. (This provision was not reviewed in all
companies).

Machine safeguards are provided and properly maintained in
slightly more than half of the companies. However, in some com-
panies there is easy access to cutting parts in particular.

All companies provide their workers with clean toilet facilities and
potable water. In the companies, which have a canteen, food
storage and preparation areas are clean and sanitary.

The companies reviewed have the required environmental permits
and registrations. However, in one company the wastewater
treatment plant does not comply with demands for oxygen con-
tent. (This provision was not reviewed in all companies).

Half of the companies reviewed maintain programs to eliminate
and reduce waste, including improvement objectives. (This provi-
sion was not reviewed in all companies).

The majority of companies do not utilise chemicals and hazardous
materials in their operations. Those who do utilise such materials
do not provide adequate storage facilities to prevent leaks and
spills.

The majority of companies do not generate wastewater that is
required to be monitored and treated by local environmental
regulations. Solid waste is typically recycled by a licensed service
provider. In one company, an underground tank for liquid hazard-
ous waste is not protected.

All companies but one does not have air emissions that require
treatment or control by local regulations. The only company with
air emissions has never measured the emissions.

Except for one company, none of the companies are aware of HP’s
requirements for restricted and prohibited materials. The com-
pany which is aware has not included the requirements in its
procurement and manufacturing processes.
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materials list.”

Labour management system

Company commitment

“Corporate social and environmental responsibility state-
ments affirming Participant’s commitment to compliance
and continual improvement.”

Management accountability and responsibility

“Clearly identified company representative[s] responsible
for ensuring implementation and periodic review of the
status of the management systems.”

Legal and customer requirements

“Identification, monitoring and understanding of applica-
ble laws, regulations and customer requirements.”

Risk assessment and risk management

“Process to identify the labour practice risks associated
with Participant’s operations. Determination of the rela-
tive significance for each risk and implementation of
appropriate procedural and physical controls to ensure
regulatory compliance to control the identified risks.”
Performance objectives with implementation plan and
measures

“Written standards, performance objectives, targets and
implementation plans including a periodic assessment of
Participant’s performance against those objectives.”
Training

“Programs for training managers and workers to imple-
ment Participant’s policies, procedures and improvement
objectives.”

Communication

“Process for communicating clear and accurate informa-
tion about Participant’s performance, practices and ex-
pectations to workers, suppliers and customers.”

Worker feedback and participation

“Ongoing processes to assess employees’ understanding
of and obtain feedback on practices and conditions cov-
ered by this Code and to foster continuous improvement.”
Audits and assessments

“Periodic self-evaluations to ensure conformity to legal
and regulatory requirements, the content of the Code and
customer contractual requirements related to social and
environmental responsibility.”

Corrective action process

“Process for timely correction of deficiencies identified by
internal or external assessments, inspections, investiga-
tions and reviews.”

Documentation and records

“Creation of documents and records to ensure regulatory
compliance and conformity to company requirements
along with appropriate confidentiality to protect privacy.”

Company commitment

Cross-company performance

Three of five companies have a labour policy/commitment state-
ment containing commitments to regulatory compliance and
continual improvement.

All companies but one have assigned a manager with defined and
communicated responsibility and authority for implementing and
periodically reviewing the labour management system.

All companies have a process to identify and regularly monitor
applicable laws and regulations. Customer requirements are not
always covered by this process.

The two companies without a labour policy/commitment do not
evaluate and rank labour and ethics risks. The remaining three
have implemented a process to identify and evaluate labour risks
and regulatory compliance, including a determination of relative
significance for each risk. However, not all labour and ethics pro-
visions are covered in the risk assessment.

Except for one, all companies have established written labour and
ethics performance objectives, targets and implementation plans.
They regularly review their progress toward achieving the objec-
tives.

The three companies with a labour policy/commitment have im-
plemented programs to train managers and workers on labour and
ethics policies, procedures and improvement objectives. The
workers typically receive induction training, whereas management
representatives often receive special training from external service
providers or law firms. (This provision was not reviewed in all
companies).

The three companies with a labour policy/commitment have im-
plemented adequate processes to provide clear and accurate
information about their labour and ethics performance, practices
and expectations to workers. Typical communication channels are
management and department meetings, intranet, notice board
and emails. However, suppliers and customers are often not pro-
vided with the information.

Only the three companies with a labour policy/commitment have
formal processes to assess worker understanding of and obtain
feedback on labour and ethics practices and conditions and to
foster continuous improvement.

Only two companies perform regular audits to evaluate compli-
ance with applicable laws and regulations. However, social and
environmental customer requirements are not covered in the
audits.

Four of the companies have implemented a process to ensure
timely correction of deficiencies identified by labour and ethics
audits, assessments, worker complaints, investigations and/or
reviews.

All companies maintain the labour and ethics documents and
records necessary to ensure regulatory compliance and conformity
to company requirements along with appropriate confidentiality
to protect privacy.

Environmental and health & safety management system

Only one company has an environmental, health and safety pol-




Provision Cross-company performance

Gl ael el elalel bl el el it kel L e sen e e s e | icy/commitment statement covering commitments to compliance
ALl e ael el adlal el ek Sl pal i tnaal = ek melaa e fielie = | and continual improvement. Two additional companies have a
and continual improvement.” policy/commitment statement; however, in one company it does
not include health & safety, and in the other company it is not
made available to workers.

Management accountability and responsibility Three companies have assigned a manager with defined and
Gl el e ks el el fds a g s aie = S e e = | communicated responsibility and authority for the environmental,
for ensuring implementation and periodic review of the health & safety management system. However, in two of the three

status of the management systems.” companies, the responsible manager does not periodically review
the status of the management system.

Legal and customer requirements The majority of companies have implemented a process to identify

LSk e etk elaie ke las sl ket e liee | and regularly monitor applicable laws, regulation and customer

ble laws, regulations and customer requirements.” requirements. At least a couple of companies have contracted a

health & safety consultant to ensure compliance with legal re-
quirements.

Risk assessment and risk management Even though all companies have conducted a risk assessment, they
e el el el el e bl ser e | typically do not use the findings to establish physical and proce-
practice risks associated with Participant’s operations. dural controls.

Determination of the relative significance for each risk

and implementation of appropriate procedural and physi-

cal controls to ensure regulatory compliance to control

the identified risks.”

Performance objectives with implementation plan and Only one company has established written performance objec-

measures tives, targets and implementation plans and regularly reviews the
R e te el gels et alel e el el el =i e el | progress toward achieving the objectives. Another company only
Len el arser e alerais e e lale el dlediene e el saa = o) has performance objectives for the environmental area, whereas

Participant’s performance against those objectives.” the remaining three companies do not have any procedures at all
for setting up performance objectives.
Training All companies have in place training courses for the workforce.
“Programs for training managers and workers to imple- The training primarily focuses on health & safety issues. However,
L Helania el el el apeia e des el g ecel == e | one company does not provide training for managers, and another
objectives.” does not provide training for workers before they start working.
Communication The process to provide workers, customers and suppliers with
CSelees e me et al= e s epaekelaaniceriet e | information about the company's performance, practices and
tion about Participant’s performance, practices and ex- expectations seems inadequate in the majority of companies
pectations to workers, suppliers and customers.” reviewed. (This provision was not reviewed in all companies).
Worker feedback and participation The majority of companies have processes to assess worker un-
0L Lelellale el s e e e s g el ey i e les e liae | derstanding and obtain feedback on the various practices. How-
of and obtain feedback on practices and conditions cov- ever, this input is not always used to foster continuous improve-
ered by this Code and to foster continuous improvement.” NnlEii®
Audits and assessments The majority of companies perform regular self-audits to evaluate
“Periodic self-evaluations to ensure conformity to legal compliance with applicable laws and regulations. However, cus-

CLalel a e e B e A = sl s el ey fadl=h Gelel=helae | tomer requirements are not covered during the audits.
customer contractual requirements related to social and
environmental responsibility.”

Corrective action process Only one company has implemented a formal process to ensure
CLieleeas e e ss s e el dil s = k== a s | timely correction of deficiencies identified by the audits, assess-
internal or external assessments, inspections, investiga- ments, inspections, worker complaints, investigations and reviews.
tions and reviews.” One company has a process, which only covers environmental
aspects, and another company has a process that only tracks
findings of internal audits but not authority inspections. (This
provision was not reviewed in all companies).

Documentation and records Two of the companies reviewed maintain the documents and

G AEe el el b el deeel el der st iaek cee e a0 | records necessary to ensure regulatory compliance and conformity
compliance and conformity to company requirements to company requirements along with appropriate confidentiality
UL TR eyl ke ey le ke ey e = le [Ta fer dlgeriie s adliele L | to protect privacy. (This provision was not reviewed in all compa-
nies).
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Provision Major

Environmental and health & safety management system

Company commitment

Management accountability and responsibility
Legal and customer requirements

Risk assessment and risk management
Performance objectives with implementation plan and
measures

Training

Communication

Worker feedback and participation

Audits and assessments

Corrective action process

Documentation and records

Minor
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Appendix C: Social and environmental performance at Pol-
ish SMEs

The two tables below give an overview of the overall social and environmental
performance of the two SME suppliers in Poland. The information was collected
during the assessments in January 2007. The companies have been assessed
against the Electronic Industry Code of Conduct (EICC), which is used by several of
the companies’ customers from the electronics industry.

The first table includes a general description of how each provision in the EICC is
dealt with across companies. Since this description is intended to give an overall
picture of the performance in both participating companies in Poland, nuances as
well as differences in the individual companies’ approaches are not covered. It
should also be mentioned that some provisions could not be reviewed in both
companies, primarily due to absence of relevant personnel.

The second table indicates how many companies are in non-conformance with
the EICC provisions. The colours indicate the percentage of companies, in which a
major non-conformance, minor non-conformance and/or observation have been
identified:

. 0% of companies

1-50% of companies

. 51-100% of companies

Major and minor non-conformances and observations are defined as follows®:

A major non-conformance is:

— An issue which is in non-conformance with a fundamental requirement
of the EICC

— Asignificant failure in the management system, one that affects the abil-
ity of the system to produce the desired results

— An issue with potential significant consequences (injury, inhumane
treatment, spill, business disruption, etc.)

— Anissue which could be difficult or expensive to correct

A minor non-conformance is:
— Anissue which is not significant
— Anisolated instance where a requirement has not been fulfilled

® These definitions are developed by HP.



An observation is:
— ldentification of a situation that could develop into a non-conformance
in the future
— An issue that is not a regulatory non-compliance or EICC non-
conformance, but may present a risk if left unaddressed



Cross-company performance at Polish SMEs on provisions included in the EICC

Provision Cross-company performance

Code of conduct

Electronic Industry Code of Conduct (EICC) The management representatives in the two companies are not
familiar with the EICC, since the code has not been provided to
them.

Supplier management None of the companies have a program for ensuring that their
S S e Gelele e Seiae s Sieiia ders daeh aere = el - own suppliers conform to the EICC. Only one of the companies
e e e e e el e er e e s s es | ensures that all suppliers follow local legislation regarding labour,
chain and subcontractors.”” ethics, health & safety, and environmental laws.

Compliance with laws The responsible managers in the two companies have knowledge
Sl e el ate e Gere e e e = es e liael | of local laws and regulations pertaining to labour and human
Gilels b el e el e e e s e e ceien e B rights, health & safety, and the environment.

compliance with the laws, rules and regulations of the

countries in which it operates.”

L e = e e e e e s dee | Both comipanies have the major elements of an environmental
cation and health & safety management system in place to implement
“Participants shall adopt or establish a management the policies and to ensure conformance with the provisions of the
S e s e e ae fepiee el e e @erel= | EICC and applicable laws and regulations. They are both certified
AL e e e ks el e e g e ke St e | according to 1ISO 14001. One has in addition a PN-N 18001 certifi-
compliance with applicable laws, regulations and cus- cation, and one plans to apply for this certification in the future.
tomer requirements related to the Participant’s opera- Regarding labour, one company has many and one has some

Lo eks elaiel adere s s e E e fer el e el sl @erel=erae k| elements of @ management system in place.

(c) identification and mitigation of operational risks re-

lated to this Code. It should also facilitate continual im-

provement.”

Labour

Freely chosen employment Employees in both companies have freely chosen to work for
“Forced, bonded or indentured labour or involuntary them, and there is no forced, prison, indentured or bonded la-
LA enal el s ere ek ale el AR e s e el el s | bour. Moreover, the companies do not withhold personal or gov-
and workers should be free to leave upon reasonable ernment-issued IDs or require employees to pay a deposit upon
notice. Workers shall not be required to hand over gov- being hired.

ernment-issued identification, passports or work permits

as a condition of employment.”

Child labour avoidance Management in the companies reviews and keeps on file copies of
C LT e el e e el fnel = e el et proof of age documentation (birth certificates, local records, pass-
Jalel Bale e e e e s el el e psenak S el iee kel | ports, ete.) at the time employees are hired. The companies only
the age of 15 (or 14 where the law of the country per- hire employees above 18 years of age, the only exception being
Gl L e S e e s el S e e e s s =elae | summer students who may be 17 years old.

tion, or under the minimum age for employment in the

country, whichever is greatest. The use of legitimate

workplace apprenticeship programs, which comply with

all laws and regulations, is supported. Workers under the

age of 18 should not perform hazardous work and may be

restricted from night work with consideration given to

educational needs.”

Working hours Overtime is offered to workers on a voluntary basis only.
“Studies of business practices clearly link worker strain to

reduced productivity, increased turnover and increased

injury and illness. Workweeks are not to exceed the maxi-

mum set by local law. Further, a workweek should not be

more than 60 hours per week, including overtime, except

in emergency or unusual situations. Workers shall be

allowed at least one day off per seven-day week.”

Non-discrimination The companies ensure that employees are not hired on the basis
Clplel el it S alel e aie d el iriae b er ek s feia = fee = ot of race, colour, age, gender, sexual orientation, ethnicity, disabil-
el el kb e e ek dlenal - e iz el ity religion, political affiliation, union membership or marital
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not engage in discrimination based on race, colour, age,
gender, sexual orientation, ethnicity, disability, preg-
nancy, religion, political affiliation, union membership or
marital status in hiring and employment practices such as
promotions, rewards, and access to training. In addition,
workers or potential workers should not be subjected to
medical tests that could be used in a discriminatory way.”
Wages and benefits

“Compensation paid to workers shall comply with all
applicable wage laws, including those relating to mini-
mum wages, overtime hours and legally mandated bene-
fits. In compliance with local laws, workers shall be com-
pensated for overtime at pay rates greater than regular
hourly rates. Deductions from wages as a disciplinary
measure shall not be permitted. The basis on which
workers are being paid is to be provided in a timely man-
ner via pay stub or similar documentation.”

Humane treatment

“There is to be no harsh and inhumane treatment, includ-
ing any sexual harassment, sexual abuse, corporal pun-
ishment, mental or physical coercion or verbal abuse of
workers; nor is there to be the threat of any such treat-
ment.”

Freedom of association

“Open communication and direct engagement between
workers and management are the most effective ways to
resolve workplace and compensation issues. Participants
are to respect the rights of workers as established by local
law to associate freely on a voluntary basis, seek repre-
sentation, join or be represented by Works Councils, and
join or not join labour unions and bargain collectively as
they choose. As provided by law, employees who become
worker representatives shall not be the subject of dis-
crimination and shall have access to management and co-
workers in order to carry out their representative func-
tions. Workers shall be able to communicate openly with
management regarding working conditions without fear
of reprisal, intimidation or harassment. In saying that
worker rights are to be respected as established or pro-
vided by local law, what HP means is that in countries that
have legal systems that support those rights, they are to
be understood in the context of the definitions, conditions
and procedures that local law provides. However, basic
worker rights to open communication, direct engagement
and humane and equitable treatment must be respected
even in countries where they are not given meaningful
legal protection. Where worker representation and collec-
tive bargaining are restricted by law, participants are to
facilitate open communication and direct engagement
between workers and management as alternative ways of
ensuring that workers’ rights, needs and view are consid-
ered and acted upon appropriately and in good faith.”

Ethics

Business integrity

“The highest standards of integrity are to be expected in
all business interactions. Any and all forms of corruption,
extortion and embezzlement are strictly prohibited result-
ing in immediate termination and legal actions.”

No improper advantage

Cross-company performance

status.

The companies provide employees with written employment
conditions, including terms of their payments and any deductions
for local taxes, insurances, etc. They are in conformance with local
laws for minimum wages and benefits.

The companies provide their employees with written rules and
regulations that describe acceptable practices and associated
disciplinary measures if acceptable practices are not followed.

In both companies, management holds regular communication
sessions with the employees to discuss current issues or disputes.
The communication in the companies is very open and direct. One
of the companies has suggestion boxes available. However, there
is no worker representation or trade union in the companies.

None of the companies have written regulations or processes that
define expectations on business ethics to ensure that no one
acting on their behalf uses corrupt practices to conduct business.
However, both companies are working according to the Polish
laws and regulations.

None of the companies have a written policy that defines expecta-
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“Bribes or other means of obtaining undue or improper
advantage are not to be offered or accepted.”

Disclosure of information

“Information regarding business activities, structure,
financial situation and performance is to be disclosed in
accordance with applicable regulations and prevailing
industry practices.”

Intellectual property

“Intellectual property rights are to be respected; transfer
of technology and know-how is to be done in a manner
that protects intellectual property rights.”

Fair business, advertising and competition

“Standards of fair business, advertising and competition
are to be upheld. Means to safeguard customer informa-
tion should be available.”

Protection of identity

“Programs that ensure the protection of supplier and
employee whistleblower confidentiality are to be main-
tained.”

Community engagement

“Community engagement is encouraged to help foster
social and economic development.”

Health & safety

Occupational safety

“Worker exposure to potential safety hazards (e.g., elec-
trical and other energy sources, fire, vehicle, and fall
hazards) are to be controlled through proper design,
engineering and administrative controls, preventive main-
tenance and safe work procedures (including lock-
out/tagout). Where hazards cannot be adequately con-
trolled by these means, workers are to be provided with
appropriate personal protective equipment. Workers shall
not be disciplined for raising safety concerns.“
Emergency preparedness and response

“Emergency situations and events are to be identified and
assessed, and their impact minimized by implementing
emergency plans and response procedures, including:
emergency reporting, employee notification and evacua-
tion procedures, worker training and drills, appropriate
fire detection and suppression equipment, adequate exit
facilities and recovery plans.”

Occupational injury and illness

“Procedures and systems are to be in place to manage,
track and report occupational injury and illness, including
provisions to: a) encourage worker reporting; b) classify
and record injury and illness cases; c) provide necessary
medical treatment; d) investigate cases and implement
corrective actions to eliminate their causes; and d) facili-
tate return of workers to work.”

Industrial hygiene

“Worker exposure to chemical, biological and physical
agents is to be identified, evaluated, and controlled.
When hazards cannot be adequately controlled by engi-
neering and administrative means, workers are to be
provided with appropriate protective equipment.”
Physically demanding work

“Worker exposure to physically demanding tasks, includ-

Cross-company performance

tions for management and employees on giving and receiving of
gifts or bribes to or from suppliers and customers. However, both
companies are working according to the Polish laws and regula-
tions.

Both companies have written procedures to ensure non-disclosure
and protection of information about their customers, channel
partners, suppliers, employees, and other business partners in
accordance with applicable laws and regulations.

This provision is only applicable to one company, which does have
a policy and procedures in place to review intellectual property
ownership and ensure intellectual property rights are upheld and
respected.

None of the companies have a policy or process for reviewing
advertising statements to ensure they are not false or misleading
and they meet fair business and advertising legal requirements.

Only one company provides management, employees (via sugges-
tion boxes) and external stakeholders with means to confidentially
report ethical or legal concerns.

Both companies provide donations and support to local or regional
charities.

Personal protective equipment is available in both companies.
However, the equipment is not consistently used in one of the
companies. In the other company, marked pass ways are ignored
and used as storage areas, and pallets are stacked too high.

The company reviewed has assessed potential emergency situa-
tions and implemented emergency plans and procedures to pro-
tect the safety of workers. (This provision was not reviewed in one
of the companies).

In the company reviewed, a sufficient amount of employees have
received first-aid training. A nurse is available during daytime, and
a company doctor is available once a week and additionally on
demand. Accidents are reported, tracked and analysed. (This
provision was not reviewed in one of the companies).

In the company reviewed, workplace hazards are identified and
personal protective equipment provided. The company performs
regular measurement of noise, air quality, etc. (This provision was
not reviewed in one of the companies).

In the company reviewed, ergonomics training is available. How-
ever, office ergonomics is not covered by the training. (This provi-




Provision

ing manual material handling and heavy lifting, prolonged
standing and highly repetitive or forceful assembly tasks is
to be identified, evaluated and controlled.”

Machine safeguarding

“Physical guards, interlocks and barriers are to be pro-
vided and properly maintained for machinery used by
workers.”

Dormitory and canteen

“Workers are to be provided with clean toilet facilities,
access to potable water and sanitary food preparation
and storage facilities. Worker dormitories provided by the
Participant or a labour agent are to be clean, safe, and
provide emergency egress, adequate heat and ventilation
and reasonable personal space.”

Environment

Environmental permits and reporting

“All required environmental permits (e.g., discharge moni-
toring) and registrations are to be obtained, maintained
and kept current and their operational and reporting
requirements are to be followed.”

Pollution prevention and resource reduction

“Waste of all types, including water and energy, are to be
reduced or eliminated at the source or by practices such
as modifying production, maintenance and facility proc-
esses, materials substitution, conservation, recycling and
re-using materials.”

Hazardous substances

“Chemical and other materials posing a hazard if released
to the environment are to be identified and managed to
ensure their safe handling, movement, storage, recycling
or reuse and disposal.”

Wastewater and solid waste

“Wastewater and solid waste generated from operations,
industrial processes and sanitation facilities are to be
monitored, controlled and treated as required prior to
discharge or disposal.”

Air emissions

“Air emissions of volatile organic chemicals, aerosols,
corrosives, particulates, ozone depleting chemicals and
combustion by-products generated from operations are to
be characterized, monitored, controlled and treated as
required prior to discharge.”

Product content restrictions

“Product Content Restrictions and HP’s General Specifica-
tion for the Environment (GSE). Participants are to adhere
to all applicable laws and regulations regarding prohibi-
tion or restriction of specific substances including labelling
laws and regulations for recycling and disposal. Partici-
pants are also to adhere to processes to comply with each
agreed-upon customer-specific restricted and hazardous
materials list.”

Labour management system

Company commitment

“Corporate social and environmental responsibility state-
ments affirming Participant’s commitment to compliance
and continual improvement.”

Management accountability and responsibility

“Clearly identified company representative[s] responsible

Cross-company performance

sion was not reviewed in one of the companies).

In the company reviewed, machine safeguarding is a part of the
health & safety inspection. (This provision was not reviewed in one
of the companies).

In the company reviewed, the cafeteria seems clean and well
organised. (This provision was not reviewed in one of the compa-
nies).

Both companies have the required environmental permits and
registrations.

The company reviewed has an annual environmental plan with
goals for industrial waste reduction. Waste is separated for recy-
cling and shipped to licensed recycling companies. (This provision
was not reviewed in one of the companies).

The company reviewed has implemented programs and processes
to ensure safe handling, movement, storage, and disposal of
chemicals and hazardous materials. (This provision was not re-
viewed in one of the companies).

The company reviewed separates and recycles waste, and sends
solid waste to a licensed company. The company does not produce
waste water. (This provision was not reviewed in one of the com-
panies).

The company reviewed has no air emissions that require treat-
ment or control by local regulations. (This provision was not re-
viewed in one of the companies).

None of the companies are aware of HP’s requirements for re-
stricted and prohibited materials. Since one of the companies does
not produce any products, the requirements are not applicable
here.

Both companies have a company policy/commitment statement
that is signed by executive management and contains commit-
ments to regulatory compliance and continual improvement.

The companies have responsible persons with defined and com-
municated responsibility and authority for implementing and




Provision Cross-company performance

for ensuring implementation and periodic review of the periodically reviewing the labour management system. Manage-
status of the management systems.” ment system reviews are performed on a regular basis.

Legal and customer requirements The companies have a process to identify and regularly monitor
SllEa el el dane elaie ke as e e ke ela o liee | applicable laws, regulations and customer requirements, and the
ble laws, regulations and customer requirements.” labour management representatives have in-depth understanding
of all applicable requirements. However, customer requirements
are not integrated into this process in any of the companies.

Risk assessment and risk management Only one company has partly implemented a process to identify
“Process to identify the labour practice risks associated and evaluate some labour risks, including a determination of rela-
TR E el e g S el e e ks Bl e enar e na= ae e tive significance for each risk.  Procedural controls have been
tive significance for each risk and implementation of implemented to ensure regulatory compliance.

appropriate procedural and physical controls to ensure

regulatory compliance to control the identified risks.”

Performance objectives with implementation plan and Both companies have established improvement objectives and
measures targets for some areas within labour and ethics. However, only
IR S el el el Sl e e e (el el deias el | one company has in place written implementation plans for
implementation plans including a periodic assessment of  [eleallEVlf8H =15

Participant’s performance against those objectives.”

Training Both companies have programs to train managers and employees
“Programs for training managers and workers to imple- on labour policies and procedures. Training for managers are
Al Helaa s aelTales s areia e bees ek e ceni=a= | typically provided by external service providers. Training for em-
objectives.” ployees include labour laws, house rules, health & safety, etc.

Communication The companies have implemented adequate processes to provide
e e il sl e =el s elae b eraa i reaaae | information about their labour and ethics performance, practices
tion about Participant’s performance, practices and ex- and expectations to employees. Typical communication means are
pectations to workers, suppliers and customers.” emails, letters, and meetings. However, suppliers are not ad-
dressed in any of the companies.

Worker feedback and participation None of the companies have formal processes in place to obtain
O lelelale ) neln s s e el baeles el | worker feedback on labour and ethics practices and conditions.
of and obtain feedback on practices and conditions cov- However, employees can speak directly to the management or use
ered by this Code and to foster continuous improvement.” U5 de]Nele)/ R

Audits and assessments The companies perform regular internal audits to evaluate compli-
“Periodic self-evaluations to ensure conformity to legal ance with applicable laws and regulations, although the last audit
CLalel A el e A S e sl el Gere = erae k| wias more than one year ago in one company. However, the audits
I Re s ke s el e s i e feriee ke seiaielbere k| do not include conformance with customer requirements.
environmental responsibility.”

Corrective action process The companies have implemented a — more or less formal — proc-
e e e s pe e dlen e el diala el o= aii=e e | ess to ensure timely correction of deficiencies identified by labour
internal or external assessments, inspections, investiga- and ethics audits, assessments, worker complaints, investigations
tions and reviews.” and reviews.

Documentation and records Both companies maintain the labour and ethics documents and
ACeilell pfelela i i el de e pels del i ie=s a2 lise | records necessary to ensure regulatory compliance and conformity
compliance and conformity to company requirements to company requirements along with appropriate confidentiality
along with appropriate confidentiality to protect privacy.” Ris)slfeit=leias]f\E[e'A

Environmental and health & safety management system

Company commitment The companies have an environmental, health and safety pol-
Aol ieiet e Sealel elle kel el el b e e s | icy/commitment statement signed by executive management,
ALl el ae ) el e dlel el ek Sl pal it taail= e ek melaa e elie = which includes commitments to compliance and continual im-
and continual improvement.” provement.

Management accountability and responsibility The companies have assigned managers with defined and commu-
C D e = s e el fde e e ks e e e = | picated responsibility and authority for implementing and periodi-
for ensuring implementation and periodic review of the cally reviewing the management systems. However, one of the
status of the management systems.” companies only has a responsible manager for the environmental
management system.

Legal and customer requirements The companies have a process to identify and regularly monitor
Slelea e le et elate ke laas s ke e lie | applicable laws, regulation and customer requirements. The in-
ble laws, regulations and customer requirements.” formation is provided through the internet, external lawyers, etc.

Risk assessment and risk management The companies have a process to identify and evaluate risks, in-




Provision Cross-company performance

e el el e e e aned etk se i | cluding a determination of relative significance for each risk. In at
practice risks associated with Participant’s operations. least one of the companies, physical and procedural controls have
Determination of the relative significance for each risk been implemented to ensure regulatory compliance.

and implementation of appropriate procedural and physi-

cal controls to ensure regulatory compliance to control

the identified risks.”

Performance objectives with implementation plan and Performance objectives are set and monitored regularly, and
measures implementation plans are in place. However, objectives are not
“Written standards, performance objectives, targets and  Nel=iilal=e Kol dln I\ A (=L

implementation plans including a periodic assessment of

Participant’s performance against those objectives.”

Training A general training is provided to all employees before the first
“Programs for training managers and workers to imple- work day. This training has to be repeated after a certain period
s el aelaiis aeillales s ageia e ae el aceli= = | according to local legislation. The training relates to ergonomics,
objectives.” chemical handling, etc.

Communication This provision was not reviewed in any of the companies.

“Process for communicating clear and accurate informa-

tion about Participant’s performance, practices and ex-

pectations to workers, suppliers and customers.”

Worker feedback and participation Feedback can be given directly by employees to the management.
“Ongoing processes to assess employees’ understanding In one of the companies, the suggestion boxes can also be used for
of and obtain feedback on practices and conditions cov- giving feedback.

ered by this Code and to foster continuous improvement.”

Audits and assessments Internal audits are carried out in both companies. One of the
“Periodic self-evaluations to ensure conformity to legal companies has several trained management system auditors, who
LAl E e e e e = e mel e =k Gl enae k| do inspections on @ monthly basis. Non-conformances are docu-
LISl s e e el f e s sl e e b rersea el ek | mented, and implementation of corrective actions gets reviewed.

environmental responsibility.” In the other company, however, the process is less formal, and the
last internal audit was carried out more than one year ago.

Corrective action process A formal corrective action process is only in place in one company.

“Process for timely correction of deficiencies identified by

internal or external assessments, inspections, investiga-

tions and reviews.”

Documentation and records One company maintains the documents and records necessary to

G ey elela i i el de e el kel st ce i liia s s | ensure regulatory compliance and conformity to company re-

compliance and conformity to company requirements quirements. The other company has not yet completed the docu-

ULl TR el e e ek ie mel el il (TR mier aceriie s aidbe e | mentation of its health & safety programs and procedures.

Overview of non-conformances at Polish SMEs

Provision Minor Observation

Code of conduct

EICC

Supplier management

Compliance with laws

Management system applicability and third party certifi-

cation

Freely chosen employment
Child labour avoidance
Working hours
Non-discrimination

Wages and benefits
Humane treatment




Ethics

Health & safety

Environment

Labour management system

Environmental and health & safety management system
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