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I. Introduction

In this case study, I will discuss the organization Social Accountability International and its
certification standard, the Social Accountability 8000 (SA8000). Rather than giving a complete
informational overview of SAI and the SA8000 certification and accreditation proces il o
delve into a description of the costs and benefits of SA8000 adoption. In additig %explore
possible difficulties in the SAI setup that SAI might need to address to ensufe it credible and
truly independent organization. I will also use Dole Food Company a&ustration of some of

the issues posed in the case study. After concluding, I present Sée se study questions for

further contemplation by the reader. Q
I1. What is the CSR Problem? Q
The basic Corporate Social Responsibility Npréblem is how to get companies to treat their

workers right, and particularly comp?ﬂ%t are involved in factory production in developing
gl

countries that do not yet emplo&

include what constitutes“@ tieatment, and also how we measure and enforce right treatment.

I1I. Social Acco m International

Social Acc ility International (SAI) is a “non-governmental, international, multi-

or laws. Additional facets of this CSR problem

stakeh anization dedicated to improving workplaces and communities by developing and
im@nynﬁng socially responsible standards.” According to the SAI website, SAI was
established in 1997 and convened an expert, international, multi-stakeholder Advisory Board to
partner in developing standards and systems to address workers’ rights. SAI trains and accredits

auditors that certify workplace compliance with social accountability standards. The primary
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socially responsible standard SAI has established to date is the SA8000 standard, which is

discussed in this case study.

IV. Social Accountability 8000

In 1997, SIA established the Social Accountability 8000 (SA8000), a voluntary standard tha
promotes worker’s rights to attempt to solve the CSR issue stated above. The standard j %ﬁ

the well-established ISO9000 quality standard. It is thus based on the notion of co @

man Rights

improvement, with the added prescription of specific performance standa(rgu@SOOO system is

further based on International Labor Organization (ILO) standards an@.

Conventions, and according to SIA the system is “widely acc most viable and
comprehensive international ethical workplace manage r% stem available.” Currently, close
to 1400 facilities employing more than 680,000 W(f@'\ 64 countries and 66 industries are
SA8000 certified.! For a map on certified facﬁi asound the world, see Appendix I. Important

to note is that the standard was created % y~& diverse cross-section of stakeholders, including

trade unions, academia, corpora s, audfting firms, NGOs, social investment firms.

The SA8000 Sta@ sists of nine main areas, with a summary as found on SAI’s

website’:

Chlld 5,5 workers under the age of 15; minimum lowered to 14 for countries operating
und Conventlon 138 developing-country exception; remediation of any child found

tQ be working

Forced Labor: No forced labor, including prison or debt bondage labor; no lodging of

deposits or identity papers by employers or outside recruiters

! http://www.saasaccreditation.org/certfacilitieslist.htm
2 http://www.sa-intl.org/index.cfm?fuseaction=Page.viewPage&pageld=473
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Health and Safety: Provide a safe and healthy work environment; take steps to prevent
injuries; regular health and safety worker training; system to detect threats to health and safety;

access to bathrooms and potable water

Freedom of Association and Right to Collective Bargaining: Respect the right to form and
join trade unions and bargain collectively; where law prohibits these freedoms, facilita

parallel means of association and bargaining

sexual orientation, union or political affiliation, or age; no sexual harass

[ ]
Discrimination: No discrimination based on race, caste, origin, religion, di éender,
"@J
Discipline: No corporal punishment, mental or physical coercio@e&ll abuse

Working Hours: Comply with the applicable law but, in any\event, no more than 48 hours per
week with at least one day off for every seven day perluntary overtime paid at a

premium rate and not to exceed 12 hours per we regular basis; overtime may be

mandatory if part of a collective bargaining&eme t
o

Compensation: Wages paid for a standafd ‘work week must meet the legal and industry

standards and be sufficient to m et%sw need of workers and their families; no disciplinary
deductions &

Management Systems: Fagilities seeking to gain and maintain certification must go beyond
simple complianegyto ftegrate the standard into their management systems and practices.
In this cas %will not explore the quality of the SA8000 standard. A copy of the standard
can be SAI’s website® and future research may investigate how the SA8000 compares
to dther workplace standards. This is especially relevant since the SA8000 came out of a cross-
section of stakeholders with diverse interests, and might thus be fairly conservative in the
definition of workers rights compared to other standards. A very brief glance of the standard

assures us that that the standard does seem to protect workers, at least at a basic level.

® http://www.sa-intl.org/index.cfm?fuseaction=Page.viewPage&pageID=710
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The SA8000 Certification is not directly granted by SIA, but is granted through Third-

Party Certification Bodies (CBs), traditionally trained and accredited by SAI. Although

separating the standard setter from the standard enforcer is generally preferable to ensure

4 -
The reasons companies choose to adopt a global workplace standard such as i;o are

manifold. In this section, I will briefly mention the costs of certiﬁcati&
il

independence, I will later explore some issues that may derive from this set-up.

V. Why adopt the SA8000?

ially focus on

the accompanying benefits. As a side-note, this discussion will no@ ompetitive element;
t

i.e. it will not focus on why companies would choose SA800%Q

although this is an interesting topic for further analysis. Q

A. Costs ;

The cost of certification is not well-doc % on the SAI website, but can be classified as

er workplace standards,

direct and indirect costs. The dire C%HVGS from the actual certification process. The SAI
leaves cost of certification p s t&CBs. According to SAI, the size, scope, and location of
facility determine the L@o days and auditors needed for certification, and typically range
between $500 an, %@er day. I could not find any information on the average final cost of a
median-sizgd, fa . Pre-audit work is separate, and so are the surveillance audits (conducted

eve @t to one year according to SAI) and the renewal audits (conducted every 3 years).

The indirect costs are the costs of changes made by companies to live up to the
certification. According to Sharon Hayes, former director of social responsibility and

environmental affairs at Dole Food Company, the process of gaining SA8000 accreditation
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involved a lot of hard work and commitment on the part of the company.” Dole does probably
not have a problem in paying the direct certification costs, but it may be that it had to pay much
in terms of indirect costs. Indirect costs are harder to anticipate and quantify without additional

research. The following section of benefits will attempt to explain what benefits companies may

derive from SA8000 certification. & °
In addition, although I will not delve into indirect costs much further, : ;aise a

question to be explored at a later opportunity: Who Really Pays? The easy a to who pay”

(both the direct and indirect costs of certification) is the end cons (&sumers, however,

may not be willing to pay a premium for adherence to a wor tandard. The unwillingness

of consumers to pay effectively pushes back the cost bu the retailer. But large retailers

such as Dole, Nike, and Adidas, are probably able @ back the cost to their suppliers

because of their considerable customer po (F§Qtoﬁes reliant on these large companies will
»

feel pressured to bear most of the co?ﬁ%

pass on the price of SA8000 co&lce o consumers if needed. Paradoxically, small factories

y if the retailer does not expect it will be able to

that arguably could benefit the/imdst from SA8000 may then suffer the most if the cost becomes
too great. Although t costs seem bearable ($1500 per day is not exorbitant), particularly

smaller factorjes\in dgyeloping countries may be hurt by the direct and indirect certification costs.

This maf%mpounded if the factory is a producer of commodities and only compete on price.

B. @%ts

Most companies need tangible benefits to adopt such a standard to justify the cost of certification
if they wish to stay competitive in the marketplace. Sharon Hayes interestingly states that the

commercial benefits of adopting SA8000 practices are not immediately obvious. She comments:

* http://www.bsdglobal.com/viewcasestudy.asp?id=60
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“At the moment it doesn't seem that consumers are rewarding this kind of socially responsible
behavior in the marketplace.” Hayes comment is intriguing to me. Although I did not find
exactly when Hayes gave this statement, one has to wonder why Dole chose to not only
implement the SA8000 standard but also be on the SAI Board and a Signatory member in the
SAI Corporate Program if there were no clear benefits. Dole has directly-owned operations ine
addition to contracting with suppliers, and therefore cannot push back all the co %8000
certification to suppliers. Why would a company like Dole implement a costly Igm if it did
not think it would be beneficial in terms of increased revenues and beﬁ%)utation? Of course,
managers’ values matter—even though cynics may deny thismers and vigilantes

have sadly found watch-dog groups exist for a reason. Q

I would like to propose a few different bené@elieve Dole and other companies
consider in adopting such a standard. Alth. Claims the benefits are more extensive than I
propose here (See Appendix II), I beli %8 00 certification is a way for companies to (1)
respond to vigilante and consu c::c\gn, (2) hedge against future brand and reputation
damage, (3) reap PR benefit, ) gain credibility by implementing an external standard with
external auditing. An& nt that warrants more attention but that I will not discuss further in
this case study i3, thé\possibility that there are tangible productivity benefits from implementing
the SA80Qin unclear whether the SA8000 does increase productivity or not, but if it does,
th. oductivity may warrant the costs of certification by itself—positive research in this

area could help SAI market the SA8000 better.

5 http://www .bsdglobal.com/viewcasestudy.asp?id=60
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First of all, large retailers can respond to vigilante and consumer criticism by
implementing the SA8000. Dara O’Rourke’ in his article on NGO market campaigns points out
that although most consumers are not willing to search out improved products, they are inclined
to avoid “bad” or untrustworthy brands. Although the effect is probably not consistent across
industries, consumers tend to punish non-virtuous behavior in the market place. Expo;g%)oor
working conditions in Adidas and Nike factories in the late 1990s did harm brand«<intage and
reputation for the two companies and caused them to more seriously consid@ g conditions
in their extended supply chains. Implementation of the SA8000 may qﬁ&l}e vigilantes and
allow companies to regain lost consumers confidence. Additio h may look at if

watchdog NGOs indeed consider the SA8000 standard t@re ible and sufficient.

Secondly, adopting a workplace standard sﬁ@he SA8000 may also hedge against
future brand and reputation damage. O’Ro stateS that corporations have a motivation to act
to protect their brands and reputatio &os‘[ sales. Companies may implement a system
such as the SA8000 as a step todwoid future vigilante and consumer criticism that may turn out
to be very costly. Dole F@ ny, for example, as one of the largest producers and

marketers of fresh frﬁ\

consumer conceétns pressures. Although they may not be as vulnerable to the “sweat-shop”

ables, and fresh-cut flowers are susceptible to a variety of

image as Qconglomerates, NGO vigilantes increasingly target industry leaders in various
indas ensure good working conditions. As O’Rourke’s article shows, Dell, Nike, and
Staples—all leaders in their respective fields—have been targeted for CSR reasons.
Implementing the SA8000 may therefore serve as insurance to avoid workplace scandals in the

future.

® Dara O’Rourke. Market movements: Nongovernmental organization strategies to influence global production and
consumption. Journal of Industrial Ecology. 2005 - mitpress.mit.edu
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In addition to remedying and avoiding brand and reputation loss, many retailers may reap
PR benefits of complying with the SA8000. Although this is partially related to the two above
points, it warrants separate attention. Most large retailers have a Corporate Social Responsibility
website in which they can signal its virtuous behavior, and some companies use their CSR
behavior more aggressively in marketing campaigns. Although PR benefits may help m{ °
regaining consumer confidence or in hedging against scandals, consumers may %rd
virtuous companies in their purchasing decisions except under specific con itiogit
O’Rourke’s article also discusses. PR benefits may therefore not alw&tweigh the costs of
SA8000 certification and compliance by themselves, and a spect % study or further research

may be needed to examine the relationship between PR w@an enefits.

Finally, external standards and third-party a@ lends credibility that Internal Code of
Conducts and internal auditing may not. C (aBQiﬁternal codes of conduct and accompanying
internal audits awaken several doubtsst md of vigilantes and skeptic consumers.
Companies often set internal st rdt}murb customer or vigilante criticism. If this standard is
not rigorous enough, corc} S vigilantes may ultimately demand a more comprehensive

standard. Even if inte‘&

sufficient to calih criticism. As Locke "states, “given that brands and their suppliers may have an

dards and accompanying audits are rigorous, they may still not be

interest i@lg labor violations rather than reporting them, how trustworthy are these internal
audits? ldn’t the incentives for moral hazard be too great for these interested parties?” In
other words, even companies that do not only want to green wash and that indeed have a great

internal standard may have incentives (perceived or real) to hide adverse labor practices,

" Locke, R., Kochan, T., Romis, M. Beyond corporate codes of conduct: Work organization and labour standards at
Nike’s suppliers. International Labour Review, Vol. 146 (2007), No. 1-2
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especially if the company in question is sensitive to attacks from watch groups. Thus, even if
internal standards are rigorous, they may not be enough. A solution to the dilemmas of self-
auditing internal code of conduct may then be to contract out audits of internal codes of conduct.
But since external stakeholders often deem internal codes of conduct insufficient, implementing
an external standard and conducting external audits may be the only way for compani%ease
stakeholders. The SA8000 can act as that external standard, and the third-party yesiffeation

offered by CBs can satisfy the need for external auditing. ‘

Thus far I have discussed benefits for large retailers in ado (%SA%OO. What about
the benefits and costs for independent factories? We expect t either have the same brand
or reputation pressures, nor the strong PR benefits certi may afford. Their incentives for
implementing the SA8000 of their own accord shoul efore be fairly low. Despite this, it
might be the case that factory owners see a ﬁ&tﬁe SA8000 standard as a step towards
gaining competitive advantage and t %ausmess customers. But, as I mentioned earlier, the

costs of certification may be tog/igavy to bear, especially for producers of commodities.

Additional study@ bject of costs and benefits might include an attempt to quantify
the costs and the %or a specific retailer that has the SA8000 certification, such as Dole

Food Con@, s R’ Us, or Gap. Perhaps even more telling would be a study on a supplier

that dc@

Espgcially interesting is exploring if there are any independent factories that have adopted the

t the same PR benefit or run the same PR risk as these large retailers do.

SA8000 out of their own accord, and if this has offered them a competitive advantage (or
disadvantage). In addition, estimating if there are any productivity benefits of SA8000

compliance will aid in understanding the benefits of SA8000 certification further.
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VI. Causes for Concern

I will now launch in to a discussion on potential causes for concern in the SAI set-up. These
causes for concern are not meant to discredit the SAI and the SA8000, but rather to highlight
potential areas of improvement. Most of the concerns are not specific to SAI but may be causes

for concern in the certification and verification industry as a whole. & °

As I discuss the causes for concern, it is important to keep in mind S n'ﬁe mix.

SATI’s financial information helps us uncover potential problems, and ope m: en consider the
organization’s revenue mix as a cause for concern in of itself. In T, below, we find that
Program Service Revenue as a percent of total Revenues drarfiati increased from the year
2003 to 2005, while Government contributions drasticaleased. Although SAI does not
perform audits as mentioned earlier, it does derive @ from accreditation and course fees as
well as the corporate programs mentioned abqve \With almost 60% of income derived from
revenue, we might expect SAI to be to pressure from the stakeholders that contribute to
that 60%. To put these percenta&to erspective, the revenues for 2003 were about 1.9

million, and for 2005 abo pHion.

Table 1: Percent of Revenues

% [~ 2003 2005
: Direct Public Support 20 25

Government Contributions 38 10
Program Service Revenue* 30 59

C)Q Other (Misc. Income, Royalties) 3 5

*Includes Accreditation Fees, Course Fees, Conference Fees,
Corporate Fees, Sale of Publication

With this information in mind, let’s move onto the specific causes for concern. Although

there are more issues that need to be taken into account, I specifically mention issues regarding
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the SA8000 Accreditation Process, the SAI Corporate Program, as well the SAI Board and

Advisory Board.

A. Cause for Concern #1: SA8000 Accreditation

The first cause of concern focuses on the SA8000 Accreditation process of Third-Party
%ﬁs

Certification Bodies (CBs). As mentioned earlier, external audits of an external staQ

the case with the SA8000) seems seem like a winning combination, but there ie problems

that persist. In this case study, I have focused on two troubling aspectiﬁ accreditation

process, namely the cost of accreditation and the training of CBs. Q

The first issue within SA8000 accreditation area is<the cost of accreditation. It can be

quite expensive for CBs to receive and maintain ce as can be seen in Appendix IV,

where the steps of accreditation are also inclu?@\But e cost is not so much an issue because it
®

is too expensive for the CBs (although t@t indeed be true). Rather, accreditation fees

constitute a large part of SAI’s @ (included in the Program Revenue portion in Table

1). SAI therefore has a pow incentive to accredit CBs, or in other words declare “false

positives,” i.e. over-acc@ concerns with auditor quality may work to correct this problem,
but we should sti %e of this potential issue. Also, the income derived from further

trainings ‘qu in the accreditation and the charging of a royalty fee might distort SAI’s

moué)@

Another issue lies in accreditation training. SAI requires auditors to attend a five-day

ame direction.

training course to be able to apply for accreditation. The five-day course is not only marketed to
management system auditors or those with prior audit experience, but to students from a wide

range of backgrounds and interests; SAI states that about half of the participants come from
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sectors such as consulting, compliance, NGOs, labor, government, and academia. But is a five-
day course enough of a kick-start for someone to monitor working conditions effectively? SAI
also offers a three-day Advanced Auditor Training Courses. Again is three days enough to

become an advanced auditor of the SAR000 standard?

[ ]
This issue is also discussed by Locke, who states: “if audits are.. .contracte@vhird

party” organizations, be they NGOs or private auditing companies, how compe e’the NGOs
in assessing certain technical issues (e.g. air quality)...” This is confirmed b O’Rourke,
who in his article® discusses the ignorance of auditors employed b &stry leader in
auditing, PricewaterhouseCoopers (PwC) to illustrate the sh ings of the third-party
auditing set-up. PwC’s auditors overlooked major Violat@f local labor laws and codes of
conduct in several audits O’Rourke attended persona nd not only those involving technical

issues. Monitoring may therefore be very L@{n Quality and effectiveness, which is

compounded by potentially poor traina

The concern is there %ﬁe SA8000 auditors may not be competent. However, SAI

as the standard setter ang t accreditor has incentives to ensure good quality of auditing to

uphold the reputa@e standard (and thus SAI’s source of income). Keeping auditing
quality hi@r ant to the reputation of the standard and its efficacy, but at the same time
there

infeactigns. SAI claims to perform semi-annual accreditation audits of CBs training, procedures,

centives for SAIL, the CBs, or certified companies to blow the whistle on

and audit management. I was not able to find information on what these audits contain, or if CBs

have been stripped of their accreditation. I did however notice that some of the CBs are rather

8 See http://nature.berkeley.edu/orourke/PDF/pwe.pdf
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well-known bodies, which helps in reputation-building and maintaining (UL, Bureau Veritas,

etc). Despite this, the training may not be sufficient to uphold audit quality.

B. Cause for Concern #2: SAI Corporate Programs

SALI offers three progressive levels of corporate participation in its SAI Corporate Program:
Introductory, Explorer and Signatory. According to SAI, its Corporate Programs ar %d.to
“provide companies with the tools and knowledge to develop and implement cR
policies and procedures...and help companies to extend the principles and agement systems
approach unique to SA8000 throughout their supply chains. We h Qﬂies integrate social

compliance into their supplier development and supply chai ement.” Please refer to

Appendix III for stated services and benefits pertaining @different program levels.

Despite this indication that the Corpor Progr; is designed to help companies
implement the SA8000 to a greater exte orporate Program also serves a membership
program with significant revenue-raising potential for SAIL. See Table 2 below for the break-

down of levels and costs of betship.

2\

Table 2: SAI Corporate Programs

INTRODUCTORY Flat Fee $3,000
Q $0-$100 million; $5,000
to $1 billion; $9,500
C) EXPLORER 510 billion; $25,000
greater than $10 billion $37,000
$0-$100 million; $12,000
to $1 billion; $22,000
IGNATORY ’
SIG 0 to $10 billion; $60,000
greater than $10 billion $77,000
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Although this is a great revenue-generating program for SAI that will help it to become
self-sufficient, some unintended conflicts of interest follow. Companies might pressure SAI to
receive certification more easily, to not disclose potential complaints or violations of the SA8000,
or to change the SA8000 standard itself. The issue is therefore not that the corporate program is
expensive for the companies in question, but rather SAI’s dependence on the funds gengrated o
through the program (which is part of Program Revenue, as explained in Table threat of
withdrawn support, either directly stated or implicitly implied, is powerful. @ earlier, SAI
does not perform certification and audits themselves, and this alleviat&problem somewhat.
But SAI might still put pressure on the CBs to be more lenient @mbers that are

hS

financially important to the organization. Since the CBs Q eady inclined to approve

certification and recertification because they get paj@

cave to pressure from SAI (\
®

Corporate pressure may be fcerbated by the fact that SAI leaves much of the
he CBs

&

s&yor modify the auditing standards and rigor to suit their larger

ey do, CBs may be more likely to

SA8000 auditing policy settin (although SAI does issue some guidelines and

advisories). CBs may the

corporate customers.&

further, I encourageadditional study on this point because it potentially has very significant

implicatié% audit quality and credibility.

I will not discuss the issue of CBs setting their own audit policy

C}'\ short, since there are no clear incentives for anyone to act as a fire-alarm, collusion
between monitor and monitoree—between certified companies and SAI, SAI and CBs, and CBs

and certified companies—is therefore hard to prevent.
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C. Cause for Concern #3: SAI Board and Advisory Board

The issues that surface with the above-mentioned Corporate Program are compounded due to the
fact that many of the larger companies that are consumers of the SA8000 certification and part of

the Corporate Program also sit on the SAI Board or Advisory Board. Here again, the co&ilies
[ ]

may have a lot of leverage over SAI. Q

In addition, the Advisory Board was not only responsible for setting@)@% standard

as mentioned earlier, but is also responsible for reviewing the SA8OOQhe agency’s CB

accreditation procedures. Although this seems good in principles abuses might arise. |
h

found 20 complaints that have arisen in the last seven yegesy, Wheseof some were directed at CBs
and some resulted in SA8000 decertification. Altho@@a good sign in general that gives
more credibility to SAI and the SA8000 proc delzfi g a little deeper allowed me to find clear
indications of the potential problem of @rtlﬁed companies on the Board or Advisory

Board. I found that 6 or 7 cases o o%e 20 are still pending (with one going all the way back

to 2005). Only two certificationg of ®empanies have been withdrawn in seven years, according to

the two complai at e Dole and Chiquita (both on the SAI Advisory Board) as the

subjects 0@1‘[, are the only complaint instances without links to the complaint history.” In

additi@ ases are still pending as of December 2007. This is an interesting finding, and
alt@gj

the website; one in 2(&;\ the other in 2005. The most interesting finding, however, is that

we cannot be sure why the complaint history is not displayed for these two companies,
it might be an indication of a deeper problem. Perhaps there are additional Board or Advisory

Board member companies that really should be on the complaints list but are not because SAI

® http://www.saasaccreditation.org/complaintlist.htm
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has an incentive to succumb to pressures from companies that sit on the Board or Advisory
Board (and which in addition put a lot of money into certification and belong to the Corporate

Program).

Not only are some of the companies on the Board or the Advisory Board, but alsg some
ec»f

of the CBs, such as Bureau Veritas Certification. Although this may help with somﬁ

improving the SA8000, it does present problems, especially considering the i

mentioned in the accreditation section. The CBs do pay the accreditati((ﬁh

ready
ront, but they
are also required to pay royalties and they need to get further educ in'the SA8000 system.
SAI would also probably not be willing to lose the funding a eputation advantages that
respected CBs such as UL and Bureau Veritas bring wit, and therefore SAI has an interest

to comply with pressures from their side. For a list of\Bogard and Advisory Board Members, see

Appendix V. Q(\ ¢
VII. An Hlustration: Dole Foo(dq(n%

To make some of the iss %dlscussed in this case study more tangible, I will discuss the
case of the US- based'x od Company. Dole is one of the world's largest producers and

marketers of fre , vegetables, and fresh-cut flowers and operates in more than 90 countries
and em lQound 60,000 people. In June 2000, Pascual Hermanos, Dole's majority-owned
g southern Spain, became the first agricultural operation in the world to obtain

Su%
SAK000 certification.
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A Human Rights Watch Report uncovers potential issues of Dole in particular and its
relationship with SAI and the SA8000 standard.'® Dole is an SAI Corporate Program Signatory
Member, and based on the previous discussion of the Corporate Program we might expect
certain problems. In addition, the report highlights another cause for concern. The report states
that when Dole applied for Signatory membership, it was required to submit a statem rmally
adopting SA8000 as the code of conduct for all its directly-owned and supplier Q
plantations. But as the Human Rights Watch report emphasizes, under the ndﬁ of
Signatory membership, Dole is only required to bring its directly-owr@l supplier facilities

into compliance with SA8000 terms within an unspecified “rea me period.”

Although we might expect that Dole needs time g especially its supplier facilities

into compliance, the “reasonable time period” standa an issue as it leaves room for continued
poor working conditions. This is indeed w ulafl Rights Watch notes as it has discovered
“continuing widespread human right ’ on Dole’s supplier plantations in Ecuador. But,
according to the report, since D&t&n a Signatory Member of SA8000 since November
1999 those abuses do not ntYo violations of Dole’s SA8000 Signatory membership terms.
Dole as a Signatory an then reap benefits in that it can publicize affiliation with “a
global humang workgplace standard,” but need only ensure compliance within an unspecified

reasonabl’t% period. These statements point to several weaknesses with the SAI set-up.

C}'\ addition, although Dole has been part of the SAI for over eight years, it unclear exactly
what percentage of suppliers and its directly-owned operations are SA8000 certified. I found an

article from 2005 that states Dole has approximately 18,000 employees in its banana and

1 http://www.ausncp.gov.au/content/docs/146_151_ 20020901 _pier.pdf
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pineapple operations covered by SA8000 certifications, or approximately 73% of that
workforce.!' In 2007, a Dole press release stated that the SA8000 covered 40,000 of its seasonal
and temporary employees in its banana and pineapple operations'. The two numbers don’t
exactly add up, because 100% certification in 2005 would be considerably less (25,000) than the
40,000 reported in the 2007 report. The increase is probably partly due to a growth in the humber
of employees, but also that the 2007 figure includes seasonal and temporary wo %om the
wording in these articles, it seems like these employees work on directly-owned tations. But
what about employees that do not work on the pineapple and banana &ions (i.e. those that

work with other products)? And what about certification for D ’lier employees? We can
hat th

therefore conclude that it is difficult to exactly estimate ercentage of workers

connected to Dole’s worldwide operations is in fac QL ¢ |Iy the SA8000 standard. The global

supply chain for Dole, as for other large compghies, gets quite complicated.
®

This brings up another point; that-ef e’s responsibility to get its suppliers to adhere to

the SA8000. Human Rights Watch belieygs that Dole as an SA8000 signatory member, should
have informed its supplier facthities that they were going to adopt the SA8000 code of conduct;
have established a plan and ule for them to achieve SA8000 certification; and, through
assessments and @vrk directly with them to achieve compliance. However, the
complexity, companies and how difficult it is to align the supply chain is evidenced in
the '%‘ ’s Ecuadorian subsidiary. It denies any responsibility for labor rights conditions
on@s independent supplier plantations. When Human Rights Watch questioned a

representative of Dole’s Ecuadorian subsidiary about Dole’s labor rights policies on third-party

supplier plantations, he responded:

" http:/findarticles.com/p/articles/mi_mOEIN/is_2005_March_2/ai_n11838504
12 hitp://www.dole.com/CompanyInfo/PressRelease/PressReleaseDetail.jsp2ID=1538
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We do not have jurisdiction over that . . . It is their discretion. . . . [W]e do not intervene
in that. Absolutely not. It’s their business. . . . We do not have that responsibility.
Nothing to do there. Our contract is limited to quality and technical assistance.

In addition, although Dole states that it “audits its suppliers in a number of areas, including labor
rights,” the company told Human Rights Watch that it will “not comment on monitoring or
inspections of a specific producer or plantation.” Similarly, when Human Rights Watg%e&o
Dole to confirm the company’s contractual relationships with certain plantation@ch
children labored and adults were often too afraid to organize, Dole respond¢d thatsthat

information is “proprietary business information, which Dole does n@cly disclose.” We

thus see that problems of exactly which workers should be cov @\e SA8000 in the global

supply chain are quite complicated. Q

One additional illustration lies in the PR ber@ Dole of SA8000 certification. Dole
derives PR benefit every time it certifies ar@daﬁtation or factory, and might thus have an
incentive to spread out certifications 1ze exposure. On November 3, 2006, for example,
Dole gave out a Press Release th@t,its fruit processing factory in Hua Hin, Thailand had been
SA8000 certified, and co ipthat it is the first food company to receive SA8000
certification in Thailé& acing the next certification too close with the public announcement
may then not givie t aximum PR benefit possible. To see more press releases and to learn

more aboﬁQﬂe’s social responsibility efforts, please visit their website.'*

Qnother issue for Dole lies in the cost of certification. The cost of SA8000 may be
significant in Dole’s case. Dole has a significant number of directly-owned plantations, as

alluded to above, so Dole cannot use its buyer power to transfer costs to suppliers. Since Dole

" http://www.csrwire.com/News/6739 . htm
' http://dole.com/CompanyInfo/Responsibility/Responsibility Index.jsp
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does not only adhere to the SA8000, the cost may be significant if implementation of these and
other standards do not result in productivity increases and/or cost savings. Dole, for example,
proclaims that in addition to the SA8000 it adheres to ISO 9001, ISO 14001, EurepGAP, Organic
Certifications, and Fair Trade. As these organizations are fee-based, costs of compliance with
several different standards may be great. Who ultimately pays for Dole’s CSR efforts?¢n this o

case, the consumer may have to pay a CSR premium. If they are unwilling to d(@e needs

to bear this cost and face the potential consequences. ‘
VIII. New Development: The Creation of Social Accountabilit@{&ltation Services

Earlier this year (2007), Social Accountability Accreditatieg Seryices (SAAS) was formed as an

independent organization separate from SAI, with oard of Directors. This means

SAI will no longer be responsible for the accrg@itation 0f CBs. It appears that SAI will still be in
o

charge CB training. Although it is not c@ SAI decided to separate the accreditation

services from the rest of its services, perhaps it was because SAI itself noted the problems I have

7,

discussed throughout my ca dy$Removing accreditation one step away from the
organization may be the@ o some of the problems, but more information on the
relationship betw. XHd SAAS needs to be gathered and observed to determine this. The

relationshi SAI and SAAS (e.g. does SAI get some form of remuneration from

w this relationship affects SAI’s motivations and incentives may be good topics

SAAS @
fo@er research.
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IX. Conclusion

Although this case study is by no means comprehensive, it has highlighted several causes for

concern in the SAI and the SA8000 realm. Although SAI seems to be a credible organization in

general, there are several potential conflicts of interest and causes for concern. I specifically
g

mentioned some issues in the SA8000 Accreditation Process, the SAI Corporate Pr:

well the SAI Board and Advisory Board. I also used Dole as an illustration of s@f ese

1Ssues. &
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X. Discussion Questions

1. Do you think the stated benefits of SA8000 publication put forth by SAI (found in Appendix I)
are valid? In addition to the benefits mentioned in the case study, what are the most important
SA8000 benefits? Do you think they outweigh the costs of certification (i.e. the direct and the
indirect costs of the certification process)? In what instances might they not? Consider especially

the benefits and costs of large retailers versus their suppliers.
[ ]
2. What are the benefits and/or problems with having private interests help set the %
standards? Do the conflict of interest problems outweigh the benefits?

3. In turn, what are the benefits and/or problems with having private interesfs—ane-€specially

large retailers—on the Board or the Advisory Board? Again, do the conflict @finterest issues
outweigh the benefits in this case?

requirement. Consider the argument for and against adoptin 8000; which side has the
strongest arguments? Should the SA8000 be modified in countries to follow the legal
requirements?

4. In Thailand, the SA8000 requirement on working hours is m: ent than the legal
e

5. Is it clear that adopting the SA8000 affords compe advantage? If not, why would a
factory choose to assume the extra cost of cergification (even if it brings benefits with it as
explained in the case study)? Does the opp ity for competitive advantage depend on the
industry, the competitive power of the f: % question, or some other factors?

6. Do you agree with the represen ti% Dole’s Ecuadorian subsidiary, that Dole should not
interfere with labor rights cond&n its independent supplier plantations? Why or why not?
7. Do you agree with the n Rights Watch argument that Dole as an SA8000 signatory
member should have infor s supplier facilities that they are to adopt the SA8000 code of
conduct; have establiﬂ an and schedule for them to achieve SA8000 certification; and
work directly wi m o achieve compliance through assessments and audits? If yes, how
should they work with their suppliers throughout this process?

8. Inyo '%éon, does the creation of Social Accountability Accreditation Services (SAAS)
solve @ auses for concern covered in the case study, especially those related to SA8000
acqfedi ? Why or why not?

9. Compare SA8000 with ISO 9000. Which standard is more credible and why? Which standards
would small factories likely to adopt? What about large ones? What are the benefits of having
multiple certifications?
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XI. Appendix

APPENDIX |

SA8000 AROUND THE WORLD: CERTIFIED FACILITIES

25

Use the small map to SAB000 Certified . ‘ .
focus on a region. Facilities Click on a country to see details.
Drag the map by (968 worldwide)
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Source: http://ce35.citysoft.com/_data/global/includes/worldmap.htm
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APPENDIX II

SAI STATED BENEFITS OF SA8000 CERTIFICATION

Benefits of SA8000

Along with humane workplaces, the implementation of SA8000 offers more benefits to workers,

companies and others:
[ ]
Benefits for Workers, Trade Unions and NGOs: \'

Enhanced opportunities to organize trade unions and bargain collectiv IQ ;
A tool to educate workers about core labor rights. <

An opportunity to work directly with business on labor rights issues.

A way to generate public awareness of companies committed &Hing humane

working conditions.

Benefits for Business: %

Drives company values into action. Q
Enhances company and brand reputation.
Improves employee recruitment, retention an ductivity.

Supports better supply chain managemént an£1 erformance.

Benefits for Consumers and Investor Q

Clear and credible assurange for ethical purchasing decisions.
Identification of ethica de products and companies committed to ethical sourcing.

Broad coverage of pro i I

gories and production geography.
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APPENDIX III
CORPORATE PROGRAM STATED SERVICES AND BENEFITS
INTRODUCTORY LEVEL

SAI Handbook “How to Implement a Responsible Supply Chain”

This new Handbook provides practical guidance on the establishment and management
responsible supply chains for any industry. True to SAI’s multi-stakeholder approach_&v °
Handbook features the perspective of suppliers, trade unions and non-government
organizations (NGOs). It includes step-by-step advice for compliance officers Q

* Building the Business Case — Internally and Externally (with your suppliefs and“eustomers),
* Managing Your Supply Chain,

* Creating Your CSR Plan, (&

* Navigating Industry Codes, Corporate Codes and the Audit Proc

The Handbook features management system examples, case ¥esy,. best practices, resource
guides and comparisons of SA8000 to industry and corp@co s. Publication date January
2008.

SA8000 Certified Supplier Database 9
Designed to make it faster for buyers to find sg0jally-compliant factories, the SAI Supplier
Database features key business informatio 5(2\8000 certified suppliers, including:
information on products, capacity, plant ipment, quality control and certifications. It can
be used to quickly find SA8000 certi liers to replace existing non-compliant suppliers, to
add capacity or to source new products. I companies are given blinded access, allowing
suppliers to respond to inquirie m inferested potential buyers or authorize SAI to release the

complete contact informati@e d launch first quarter 2008.

Online Corporate Se f@ ent Tool

A companion to the , the SAI Corporate Self-Assessment Tool is a first-step in
gauging your co ion?s level of social responsibility in managing your supply chain and
identifying the t systems, the policies and the key documents in use by CSR leaders. The

ssment Tool is an abbreviated version of the full SAI Corporate

SAI Corpo
Headquf[%ewew Instrument.
EXP; 'ORER LEVEL

All Introductory Level Services, plus;

Executive Overview Training*
One-day training module at the company’s site, with the topic selected from SAI’s Professional
Development Training series on socially responsible supply chain management. The training is
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ideal for managers and employees from compliance, as well as production, product development,
design, sourcing and marketing departments.

Invitation to participate in SAI Special Projects

SAI frequently partners in research studies, training programs, technical assistance and multi-
stakeholder collaborations funded by governments and foundations. Explorers are notified of
special projects related to their industry and given the opportunity to participate. Examples of
current projects include a study with Harvard University on the impact of social labeling on
consumer preference, and training programs in Asia and Latin America aimed at impraying
producer competitiveness through better social performance.

Review & Analysis of Corporate Self-Assessment Tool

SAI management will review the company’s completed SAI Corporate Selfr Asse$sment Tool for
supply chain management and provide valuable insight and comparisongs.to ractices in the
field. Areas of review include management systems, supplier develo&auditing, verification,
transparency and multi-stakeholder participation.

Additional Reporting Services

If desired, SAI provides technical assistance to our Exploregmemybers to meet the labor
component of their CSR reporting requirements. One o for SAI to assist United Nations
Global Compact members in generating the require dnrights and labor components of their
annual Communication on Progress report.

20% Discount on Training and Publicatij ¢

Receive a discount on all SAI training i Basic Auditor Training, Supply Chain
Management Training and our Professi lmevelopment Training courses.

SIGNATORY LEVEL

All Introductory and E %evel Services, plus;

Corporate Assessm% ram

SAI’s Corporate ssnjent Program provides a confidential in-depth review of a company’s
compliance manggement system throughout their supply chain. Areas of review include
managem@z s, supplier development, auditing, verification, transparency and multi-

stakeholdefparticipation.
The P l@

cludes the following:
. of)SAI’s complete Corporate Headquarters Review Instrument to help a company’s
compliance staff organize and evaluate its existing CSR practices and documentation.
» Headquarters visit by SAI executive team for 2-3 days to conduct interviews with all relevant
personnel from the CEO to key staff in the compliance, purchasing, and other relevant
departments.
* Field reviews by expert SAI evaluators to witness audits of selected suppliers by company
monitors or second party auditors.
* Confidential review of SAI’s findings and recommendations by a blue-ribbon multi-stakeholder
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panel featuring business, trade unions and NGO representatives.

* Transparency review of a company’s reporting procedures and practices, and external
communications by an independent specialist.

* Final Corporate Assessment report featuring analysis of headquarters assessment, evaluation of
existing CSR programs and recommendations for improvement. Recommendations are based on
best practices, incorporating multi-stakeholder panel and transparency review recommendations.
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APPENDIX IV

SA8000 STEPS AND COST OF ACCREDITATION

SA8000 Steps for Accreditation

website, emailing order@sa-intl.org or by calling +1-212-684-1414. The following documents are

Contact SAl to purchase application package, by visiting the SAl document purchase center on the & °
included in the application package:

SA8000 Standard

SA8000 Guidance Document

Criteria for Accreditation

Application Form

Procedures for Accreditation

Rules on Use of the Mark

Complaint and Appeals Guideline

Sample Accreditation Certificate

Agreement between SAl and Certification Body
SAl Fee Schedule

When an organization is ready to proceed with the application:

Applicant sends documents and fee to SAlin New York.

SAl accreditation staff reviews the application package for completeness.

After all information is received, SAl contacts auditor to schedule the desk review.

SAl notifies applicant of auditor selection and requests approval.

SAl auditor conducts desk review and sends report of findings to the applicant; auditor may
request revisions or additions to documentation.

When desk review is finalized, office and witness audits are scheduled.

Two auditors conduct both the office and witness audits, approximately two days on each
visit, depending on the size of the facility.

8. Once all CARs if any are closed, audit reports are sent to the Accreditation Review Panel.
9. The Accreditation Review Panel submits recommendation to SAl President.

10. SAl President informs applicant of accreditation decision.

ahoN~

No

Please note, applicants cannot issue SA8000 certificates until accreditation is granted and an
accreditation agreement is signed by both parties.

Fees for Accreditation
Application Fee—payable upon submission of application for accreditation by organizations with:

e 50 or fewer employees $ 2,500
e 51-250 employees $ 7,500
e 251 or more employees $15,000

Auditor day rate - $1,400

e Desk review — 1 auditor, approx 2-3 days
e Office audit — 2 auditors, approx 2 days

e Witness audit - 2 auditors, approx 2 days
e Travel expenses - airfare, hotel, etc

(Audit days are approximate, depending on the size of the facility)

http://www.sa-
intl.org/_data/n_0001/resources/live/SA8000_Steps_for Accreditation Brief Description.pdf
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APPENDIX V
BOARD AND ADVISORY BOARD MEMBERS

BOARD MEMBERS
http://www.sa-
intl.org/index.cfm?fuseaction=Page.viewPage&pageld=593 &parentID=490&grandparentID=4&

nodelD=1
[ ]
Steve Newman (Chair)
Vice-President for Finance Chief Operating Officer
Medical & Health Research Association Q
Riccardo Bagni Q
Vice Chairman (&
Coop Italia Societa Cooperativa Q
Celina Borges
Torrealba Carpi
President and Shareholder Q
Grupo Libra Q
Dana Chasin
Senior Advisor, Federal Fiscal Policy ¢
OMB Watch QQ
Tom DeLuca %
nt &

Vice President, Product Devel afety Assurance
Toys R Us

Jan Furstenborg

Head of Department - mmerce

Union Network ational

Preside
Social ability International
Nidholag Milowski

Manager

KPMG LLP

Jeff Samuels
Partner
Paul, Weiss, Rifkind, Wharton & Garrison
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Responsibilities of the SAI Board of Directors. The SAI Board of Directors shall consist of at
least three persons, with responsibilities and membership as defined in the by-laws of the
Corporation. It will evaluate the performance of SAI and its management and provide feedback
on this to SAI This evaluation will include activities and operations for the last year and future
work-plans and policies as presented to it by the management of SAL

There are two committees of the Board of Directors: Finance and Compensation. & °

ADVISORY BOARD Q ;

http://www.sa-

intl.org/index.cfm?fuseaction=Page.viewPage&pageld=494&parent] D= 90QVA1dparentID=49
0&nodelD=1
(\

Affiliated with Non-Governmental Organizations, Trade UniQns tdlly Responsible Investing

and Government*:
~ D
Dorianne Beyer/David Zwiebel (alternate) ~ National ( @il(ﬁdabor Committee (USA)
Jeroen Douglas Solid&dzﬁ(‘N'etherlands)
Pietro Foschi/Francis Boigelot (alternate) ¢ re)al.l Veritas Certification - formerly BVQI
[ N ¥
Jan Furstenborg (\\.Qﬁon Network International (Switzerland)

N\ Ethos Intstitute of Business & Social
Responsibility (Brazil)

Joseph Iarocci /Linda Cronir}»\( -\ v CARE International (USA)
Alice Tepper Marlin /{Y\' Social Accountability International (USA)

Yy .
. Dutch Consultant for Corporate Social
Frits Nagel A\O Accountability (The Netherlands)

Alan Spauldi V’f United Food and Commercial Workers
4 iy International Union (USA)

The Ho e W?ﬁiam Thompson/Ken Office of the Comptroller, City of New York
Sylvester (altdrnate) (USA)

Oden Grajew/Helio Mattar (alternate

M(ﬁt‘BMston The College of New Jersey (USA)
~ Affiliated with Business*:

Giorgio Bertinelli/Marisa Parmigiani .

(alternate) Legacoop Nazionale (Italy)

Celina Borges Torrealba Carpi Grupo Libra (Brazil)

Kishor Chaukar /Anant G. Nadkarni
(alternate)

Tata Industries Limited (India)
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Sylvain Cuperlier Dole Food Company (USA)

Tom DelLuca (Chair) Toys “R” Us (USA)

Durai Duraiswamy/Robin Cornelius Prem Durai Exports (India) and Switcher SA
(alternate) (Switzerland)

Amy Hall Eileen Fisher (USA)

Dan Henkle/Chuck Goncalves (alternate) Gap Inc. (USA) A
Achim Lohrie Tchibo (Germany) 7 L\ °
Geoffrey Martin-Henry TNT Express (Netherlands) Q—-\’
gTéﬁall\fec)Laughhn/George Jaksch Chiquita Brands International;g\

Dr. Johannes Merck/Gerd Billen (alternate) OTTO GmbH & Co KG (,Qe&n))v

Nicholas Milowski** KPMG LLP (USA) (N,

Steven Newman** Medical and Heal}hée‘hrc-{Association (USA)
Jeff Samuels** Paul, Weiss, R@Marton & Garrison (USA)

In 1996, SAI convened an international, multi-stak@ Advisory Board to develop Social
Accountability 8000 (SA8000), a voluntary stghidard for workplaces based on ILO (International
Labour Organization) and other human riglhtsiconlyentions. Its independent verification method

uses key elements from the widely acceptediquality management system certification in the
International Organization for Stand % (ISO) programs.

The SAI Advisory Board incluc{é%ser s from trade unions, businesses and NGOs. Board
members represent abroad rangg of 8xpertise in human rights, child and labor rights; socially

responsible investing; a% and supply chain management.

oard members is a continuing challenge. However, this diversity

Reaching consensus éxg
adds to the stren SAB000, making its requirements comprehensive and its language clear
and auditable

SA8000_Adyisory Board Members. SAI’s policy is to balance its Advisory Board members
equally betWeen business and non-business (non-governmental organizations, trade unions,
soqiallyesponsible investors and government) members. SAI also seeks to have an international

reptgsenptation on the Advisory Board.

Advisory Board Roles and Responsibilities. The SA8000 Advisory Board provides direction
and advice regarding the operation of and policy matters relating to the functioning of SAIL
Through the Board, SAI seeks to ensure that its policy is fair to affected parties from all sectors
of society and does not make unreasonable demands on any party. The Board is responsible for
reviewing:
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1. The SAI Social Accountability Standard, SA8000.

2. The Agency’s accreditation procedures.

3. Any challenges to determinations of SAI regarding accreditation of certification bodies. The
SAI Advisory Board advises the President of SAIL

The Advisory Board has no responsibilities for the day-to-day operations of SAI. The board and
its members have none of the legal obligations or liabilities that attach to a Board of Directors.

The President of SAI will appoint the Chair of the Advisory Board. A Vice-Chair, nom%l by
the Chair and elected by the full Board, will chair meetings in the absence of the C T
remaining members will be proposed by SAI staff or current Advisory Board mg nd
elected by a majority vote of current members—one representative affiliate

ultants, human
1ig)25 members.

d
organization shall vote—to represent a cross-section of industry, auditors, cons

rights groups, unions, vendors, and NGOs. The Advisory Board shall have

The board has a number of committees: Accreditation Review Pané
Nominating, and Guidance Document Review panels. In additi dare several ad hoc
committees.

The ARP is chaired by the SAI Executive Director. Q

Advisory Board Member Responsibilities. Mem appointed for their experience and
knowledge of particular sectors to ensure thatghe interests of the sectors are represented.

Members may also be experts in a particulardiscipline, and provide impartial expert advice. SAI
Advisory Board members are appointed mn \ own right to maintain the balance of interests on
‘% organization.

the Board, but do not represent any pﬁ&(
The Advisory Board may requ pporting outside expertise to assist its decisions when there
is not sufficient expertise av, le Within its membership. The credentials of any such outside
authority, as well as any opimignsyadvice, recommendations, or observations provided to the
Board by this authorit ,@e ocumented.

There may be a §when an accreditation applicant wishes to seek advice from the SAI

staff, but feels that anjinquiry might adversely influence the outcome of his or her accreditation

assessmen stieh cases, one member of the SAI Advisory Board may be sought by the Vice-
Qa confidential intermediary between the advice seeker and SAI.

Chair to_ac

A reern Accreditation Review Panel will review accreditation audits, with two members
dr ffom the SAI Advisory Board [excluding certification bodies], which will recommend a
decision to the SAI President.

Annual Meeting. The SAI Advisory Board holds an Annual Meeting to conduct a review of
SA8000 and the continuing suitability and effectiveness of SAI policies and procedures in
meeting the requirements of ISO Guideline 61 and the SAI Quality Policy. The Advisory Board
meets three times a year.



