





























PUWHERTEF—NDPEELEVNIFKIZFFARAB  CSR - A Concept Not New to Chinese Traditional Thinking
£

There is a sound philosophical, ethical and cultural basis for adapting the idea
of CSR into the Chinese context. The Confucian “economic correctness”,

for example, expressed in the saying “Jian li si yi” (meaning: “When you see a
chance to make a profit, think also of fairness and justness”) is deeply
engrained in Chinese business culture.

The Liby Group in Guangdong has developed the concept of the “5 Li”, which

demonstrates that CSR values are close to traditional Chinese values.

President, Liby Group: “Liby puts forward the

ue%a s EEEE =7
) ' concept of ‘5 Li — The Five Responsibilities” and regards it as our core
culture. This concept of CSR can be shown in five aspects. The first
responsibility is ‘Lixin’ — integrity. We are honest to our group,

employees, customers, society and other stakeholders. The second is

‘Lizhi’, meaning quality. It refers to the quality of our products

and employees as well as the effectiveness of our work and management. The
third is ‘Lizhen’, meaning authenticity. We care about the safety and
development of our company and the progress and future of our employees.
We also care about the growth and development of our customers and the

stability and development of the society. The fourth is ‘Lixian’, standing for

pioneering leadership. We strive for taking a leading position in concept,
technology, marketing and management. The last is ‘Lize’, meaning
responsibility. We act responsibly for our group, employees, customers and

the society.”

UBOKEFNERSHERR ‘A OBIERTEWHIREMEMN S PERZANERNBEZL
The Concept of the “5 Li” demonstrating the closeness of CSR values and traditional Chinese values,
presented by Mr. Chen Kaixuan (Liby Group)

‘ [li zhén] authenticity ‘

(i xin] credibility, integrity

(i xian] leadership

(i zhi] quality

(i z¢] responsibility
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WHAT is the Understanding of CSR from Different Perspectives?

TV HERT—WII B AR ENETEZM0N CSR - A Leading Influence for Building a Strong Brand

— A study by the Boston College Center for Corporate Citizenship, cited at
the conference by William Valentino, revealed: “In a world where large
companies can have more than 50% of their brand value tied to reputation,
50% CSR now eclipses products, innovation, and financial performance as

the leading influencer of public perception”.

CSR - Calculating the Return on Investment (ROI) of CSR
to Make it Visible

BT ICHEIEHN Lecturer of Management, China Europe

International Business School in Shanghai (CEIBS): “It is natural

tlHEsRE—1tEHEREVHERIEN
2B OIREK (ROI)
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in the business world that CSR should be and is regarded as an
investment, and therefore a return is expected, just like any human

endeavour has a consequence and deserves an outcome. Actually,

it is pragmatic for enterprises to calculate the ROI of CSR. Thus,
CSR would have a value that is visible.”
EWHERE—2BNRTERS CSR - A Comprehensive Responsible Competition

\OWANL LT Chief Editor and Vice Director, China WTO

Tribune: “Over the past few years market competition has developed

(WTOSHSTI) TRERBIER
%"

ISO9000 from pure product quality-based competition (ISO9000) into
ISO14000

competition-based on quality of environmental management

(ISO14000), and now finally into a new phase: comprehensive

responsible competition, which considers not only product quality
and environmental elements, but also people and society. The humanistic
and social dimension of such competition attaches utmost importance to
competitive management strategy. In addition, I would like to stress that

responsibility and competitiveness are mutually complementary.”

EVHEREAEPENLRHENEE

Development and Trends of CSR in China
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auditing of Chinese suppliers and NGOs explore CSR

Little exposure to CSR (government, + The Ministry of Labour and Social
media and domestic Chinese enter- Security, Ministry of Commerce, and
prises) others created CSR investigation

committees

General concern: CSR is a trade barrier

Qnot a topic of public discussions

B4 MBIRNE
EWHERERAN NS
Multinational corporations begin « Academics, international organizations « Chinese organizations become proactive

(CSC9000T, Shenzhen Stock Exchange,
etc.)

+ CSR linked with Harmonious Society in
11th Five-Year Plan
Chinese multinationals and SOEs
becoming early adopters

CSR seen as an opportunity
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HOW to Implement CSR into Business Practise?

NFFSE R, EWHESRFEITREKE— To many enterprises CSR sounds like an abstract concept. How exactly
SRR, NMUNEERINIEEWTS=/TRA  can they implement CSR into their daily business practise? At the confer-
FAPBEWSEIERD, S L, FINTBRITHSR  ence, several companies presented best practise examples, tools and
LBV ERENRIESTHKES . TEARINIT  methodologies for implementation. Despite the diversity of approaches
5%, REGEZSRSHE, BAXEHE—E: & presented, one factor was revealed to be salient: CSR starts with
W EREMENABBIZARIRFIAE NERIL. awareness and capacity building in the enterprise.

FSEHBREBE T WHSRELEBRMTEGE Developing a Pro-Active CSR Approach rather than following a
Defensive Approach

BB EREBMRDEPEHNES)ISR ’ Manager of the China Training Institute of the asso-
rzesd 075 2 Bati < ciation BSR - Business for Social Responsibility says: “What is

needed is being on the offensive, with a proactive approach towards
CSR that can help manufacturers control and communicate CSR

progress. A reactive and defensive approach creates a ‘Cat & Mouse’

dynamic between buyers and manufacturers, where manufacturers
are always at the mercy of their buyers’ constantly changing needs. This does not
encourage a trusting relationship. An assertive proactive CSR approach, instead,
can be achieved in three steps: First, creating an effective CSR strategy; second,

tracking its progress; and third, credibly communicating the progress to the clients.”

BYHRNREREAEERE —=RIZB: Environment-Oriented Cost Management - A Triple-Win Situation:
“ EoCM " An innovative management tool that has been developed by GTZ within the
EECZ framework of the project “Environment-oriented Enterprise Consultancy

Zhejiang” (EECZ) is the Environment-oriented Cost Management (EoCM)

concept, which is essentially a CSR tool.

EERASEATPERSTHLERBRELW
Frene T EEE k4.

Project Director, Sino-German Corporate Social
Responsibility Project: “In the province of Zhejiang a Sino-German
cooperation project applied successfully the concept of EoCM,
which is a CSR tool providing a triple-win situation for companies.

First, it results in economic benefits, cost reductions and increased

productivity; second, it results in environmental benefits; and
third, it leads to organizational benefits. The measuring of data highlighting the
exact amount of savings in terms of money and in terms of waste reduction

23 has successfully convinced all 23 participating companies in Zhejiang. EoCM

”

has therefore significantly contributed to their CSR performance.”

PRAZTFELARSEVTANECNETISREN BERENREREIETE —BREAREW=RZ B
EoCM - Environment-oriented Cost Management - Triple-Win in 23 pilot companies, presented by Rolf Dietmar
(Sino-German Corporate Social Responsibility Project)

ZFME WERZE* PR
BIRE 56005 TTART &8 6.4% FRETREATARR
BHHOH 8070HBTTART &K 18.8% c HETABDENERIER
TIBORE  38% ES 5.2% - FECCMRAA TP
TR E - IR RASEE
Economic Benefits Environmental Benefits* Organizational Benefits
Total investment RMB 56 million Electricity 6.4% + Raised cost savings awareness
Total savings RMB 80.7 million Wastewater 18.8% « Improved internal communication and
Average cost reduction 3.8% Waste gas 5.2% management systems
*average reduction * Integration of EoCM into the company structure
\\ « Sustainability implementation
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Passing on Best Practise - The “1+3 Concept”

BASF initiated the “1+3” CSR project and then launched the programme
under the platform of China Business Council for Sustainable Development
(CBCSD) in 2006. Each company forms a team with three types of business
partners, customer, supplier and logistics service provider — mostly small and
medium-sized enterprises (SMEs) — along the supply chain with the aim of
promoting CSR and giving guidance in the form of best practises, expertise
and customized solutions. The three partner companies then each introduce
the same model to three more business partners in their own supply chain. A
snowball effect is then created. To date, this project has already reached 60
local companies and is regarded as a best practise case by the United Nations

Global Compact.

) TSI Chairman, BASF Greater China Country Board:
“There is one type of multinational company that acts like the
‘bee’: It makes honey not only for itself but disseminates ‘pollen’
to others. The honeybee’s character is to communicate and engage
; with other bees and to provide benefits for the surrounding
environment. Socially responsible companies are like honeybees.

Our ‘1+3 program’ is based on the spirit of acting like a honeybee.”

“We hope that our upstream, midstream, and downstream companies

can all develop CSR. Upstream are our suppliers; mid-stream, are our service
providers; downstream, are our customers. We want to promote CSR
throughout our supply chain, creating a culture of mutuality. We hope that
some of our partners can also promote CSR throughout their own supply
chains and can make a bigger snowball effect. I want to stress: CSR is not
only for big corporations like us. 99% of Chinese enterprises are of small or

medium scale, if we cooperate, we can benefit China.”

System-0Oriented Thinking: Saving Costs and Resources

Vinda Group, one of the leading companies in China’s paper industry sector,

believes a company’s development should not ignore the cost to the environment.

Assistant to the CEQ, Vinda Group: “Before we
set up our plant, we will put environment first and strictly comply
with the ‘three synchronies’ rule (i.e., technical measures for
safety, environment protection and sanitation will be designed,
constructed and put into use at the same time together with the
main project). As scarcity of natural resources has become a global
problem nowadays, Vinda, as a paper manufacturer, always voluntarily

takes its responsibility in resource saving. Vinda Jiangmen, a subsidiary of our
Group, located in Yinzhou Lake Paper Base of Jiangmen Guangdong, has
been a model of recycling in the district economic development by using the
steam produced by the nearby power plant as a source of heat for the drying
procedure in paper making. Furthermore, Vinda successfully reduces water
consumption by improving production and recycling techniques, thus not

only reducing our costs but also saving water resources effectively.”



B R APERXEETLERTR 1+3MB7
The “1+3" concept presented by Mr. Johnny Kwan (BASF Greater China)
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‘Kﬁili Large enterprises #tNIE Suppliers @ =/ Customers @ EB@ Contractors
‘BRERN BEIRE—IIIXS5#K% “Green Village China Programme” - Getting the Community Involved

A hands-on example of a CSR project is the “Siemens Green Village

Programme”, which is a 3-year-programme that aims at providing safe daily water

and energy saving solutions in rural China. The first pilot project was

implemented in Shangba Village in northern Guangdong. After six months

of on-site investigations, discussions with local authorities as well as water

sampling analyses, the villagers were provided with safe water by means of a
reservoir and a tap water supply system. What proved key to the success
of this project was the joint effort of many parties: the villagers, the media,

the government, the society, the Siemens team and others organizations.

wIF (DB BRAD FZHATH
EEE 4 ns

—— Representative of Guangzhou Branch,
Siemens Ltd, China: “Many hands make the light work. Joint

efforts can drive the water crisis away!”

ERTEEFRKEMAS IR Focusing on Practical Challenges Instead of Abstract Concepts

CSR, as such, is a comprehensive concept and is often not easy to grasp.
Thus, training and consulting companies have to be innovative to

s help suppliers implement CSR.

ER—RBBAT, BRBEVSES
WATRBT “EEFRBEDPSHHSSE
£ 09115, meLE EEGl AN TS
BERIEE T B NRINAS:

Project Manager of Taos Network, a consulting
company, whose mission is “Innovating social responsibility in
production environments”, sees the following points as central
to strengthening capacity in supplier factories: “Focus on

solving the enterprise’s practical problems instead of on commu-

nicating abstract concepts * Enhance internal communication

; and dialogue within the enterprise, gradually changing traditional manage-
;e ment methods ¢ Start solving small issues and involve all employees in
HI finding problems and solutions ¢+ Help to analyse reasons for problems, to set

targets and to implement them ¢ Coach the enterprise towards self-gover-

nance and self-support to help build a sustainable CSR system.”
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Technical Training Interwoven With Dialogue Training -
“Two Sides of the Coin”

Often companies focus their innovation and training on hardware and
technical skills while numerous instances reveal that soft power skills such as
communication, negotiation, problem solving and analytical skills are

equally important.

Manager of Education and Consulting, TUV
Hongkong: “Dialogue training and technical training belong
together if you want to build capacity in the company. Further-
more, success factors for implementing CSR are: A trust-

based relationship between the supplier, the customer and the
consultant; vision and target steps to go through in the process

of continuous improvement; and a top-down approach from the CEO-level
down to the operational level. Mindset change of top management is

key to success.”

The CSR Bottom Line: Individuals Matter

At its core, CSR is based on the simple fact that individuals have an

obligation to act responsibly.

EREBHHIERERBYERAT
sk EEEY 4 7ORIRBITE—N
B, ZESFEESENNORSE, 1

UEL RGN Chairman of the Board of Panyu, a cable
manufacturer from Guandong, has fully realized this core idea,

and it is guiding his daily management. He says: “A friend from

%"

the German labour union once said to me during a visit to our
company: ‘if everyone could shoulder his or her responsibilities, our
work would be much easier.” From now on and in the future,
wherever we go, we should consistently implement our own social responsibili-
ties. We should contribute to individuals, society, our country, humanity,

and the general improvement of our lives by making the most of the resources

available to us through our work practices.

BHRSHSFEM MNNTESENT BRI BB EWHZREDENRRCOA:
Key Questions on the Way to a Proactive CSR Approach: Presented by Jason Ho (BSR Guangzhou):
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Key Questions on the Way to a Proactive CSR Approach:

+  What are your company’s key risk areas?
What people, roles, systems and structures need to be in place to
manage CSR well?
What do employees think about these issues?
Can CSR help meet strategic business objectives?
What do your clients want?

+ How can you meet and exceed CSR expectations?
What will they expect in the next five years?
How can you stay competitive with clients? Employees?
Can new laws influence your CSR implementation?
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Tightening CSR with Business Growth

Tan Tec, a German-Chinese tannery in Guangdong and manufacturer of high
quality leather, employs a CSR implementation system based on five tools:

1. The “LITE - Low Impact on the Environment” principle, which focuses on
energy saving and CO2 emissions; 2. the “Code of Conduct” which means
that social engagement and EHS adhere to local labour and EHS laws and
regulations; 3. the “WPIC — Workers' Participation Improvement Committee
for CSR”; 4. the “Employee Handbook”; and 5. the Workers” Union.

Chief Operating Officer, Guangzhou Tan Tec Leather
Ltd., shares his experience during the visit at Tan Tec in the
afternoon of the conference, giving suggestions to brands and
retailers: “It is important to shift from focusing on the CSR
compliance of their suppliers’ towards ‘continuous improvement.
1. The traditional CSR monitoring of the supply chain should be
modified: Less focus on fail/pass audits, more emphasis on education and
capacity building in the supply chain. 2. Instead of a ‘one-price-for-all’ policy,
those suppliers with well maintained CSR practices should be prioritized. 3.
Move away from just delegating the CSR obligations to the suppliers, more
empbhasis should be put on due diligence through cooperation between the
brand/retailer and the supplier. 4. Efficient communication and cooperation
between the brand/retailer’s own CSR department and the sourcing depart-

ment. The brand/retailer itself must have a good understanding of CSR.”

Lessons Learned.. and Further Suggestions to Promote CSR

Chief Editor and Vice Director of China WTO
Tribune makes four suggestions on how enterprises could
further promote CSR: “First, enterprises should engage in more
trainings and awareness building activities about CSR. Second,
enterprises should join hands with counterparts from upstream and
downstream partners in the supply chain to jointly enhance the
social level of the responsibility chain. Third, foreign trade enterprises should
give more attention to a systematic CSR management system. Foreign trade
enterprises that are in an early stage should focus first of all on environment and
health issues. My last suggestion is that foreign trade enterprises should think
more about the relationship with relevant stakeholders, understand who these

are and manage the relationship with them.”

Project Director, Sino-German Corporate Social
Responsibility Project: “I would like to summarize the lessons
learned of today’s conference with three observations: First, we have
seen that if political leaders are pioneering and set the political and
legal framework conditions for CSR, this has an enormous effect
on companies’ CSR performance in a region: Guangdong com-
panies showed that they are forerunners. Second, the company representatives
demonstrated: CSR starts with top leadership commitment. Those companies
are successful that not only regard CSR as a ‘side event’, but that turn it into

a core strategy of their business. Third, we were shown very innovative ways of
CSR communication models, I just take out the example of the ‘5 Li’ by Liby.
We realized: For successful CSR performance it does not only matter what

companies do and which tools and models they use to implement it, but also

how creatively they communicate CSR across to their stakeholders.”
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About the Sino-German Corporate Social Responsibility Project

The Sino-German Corporate Social Responsibility Project is implemented by Deutsche
Gesellschaft fiir Technische Zusammenarbeit (GTZ) GmbH on behalf of the German
Federal Ministry for Economic Cooperation and Development (BMZ) in cooperation with
the Department of WTO Affairs, Ministry of Commerce of the People’s Republic of China.
This four-year project, which commenced in April 2007, aims at assisting China in

the development of a Chinese approach to CSR, and is the first bilateral cooperation to
focus exclusively on CSR in China.

The overall objective of the project is to have key political institutions and enterprises
incorporate CSR into their policies, strategies and practices. Project activities include:

Research and studies:
Comprehensive research on the current state of CSR in China
Comparison between Western and Chinese standards, policies, strategies and
requirements
Public private partnerships (PPP):
PPP projects with enterprises in Hebei and Zhejiang
PPP project on soil rehabilitation in Zhejiang
PPP projects with Adidas, Arcandor and Tchibo
CSR conferences and workshops:
National and international CSR conferences and workshops in cooperation with local
and international partner institutions
CSR stakeholder platforms in Hebei and Zhejiang provinces
CSR trainings and study tours:
Chinese delegation visit to European CSR organizations
CSR training for government and enterprises at the national level as well as in
selected provinces.

About the Deutsche Gesellschaft fir Technische Zusammenarbeit (GTZ)
GmbH in China

The federally owned Deutsche Gesellschaft fiir Technische Zusammenarbeit (GTZ) GmbH,
an international cooperation enterprise for sustainable development with worldwide
operations, has been working in China for more than 25 years.

Today, GTZ fosters China’s reform process as outlined in the 11th Five-Year-Plan, to
build a harmonious, resource-saving society and strive for a balance between economic
growth, social equality and environmental protection. The challenges surrounding
resource efficiency and climate change issues feature highly on GTZ's agenda.

GTZ China works primarily for the German Federal Ministry for Economic Cooperation
and Development (BMZ). It also operates on behalf of other German ministries

and international clients, such as the European Commission and private enterprises. GTZ
works on a public-benefit basis.

At present about 35 seconded experts and 126 national personnel are involved in 41
projects and in 23 public-private partnership (PPP) initiatives in China.

GTZ China focuses on:
Economic and Social Reform
Legal Advisory Services

+ Financial Sector Development
Vocational Training and Labour Market Policy
Environmental Policy
Energy Management
Natural Resources Management
Sustainable Urban Development
Corporate Social Responsibility
Climate
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About the Cooperation Partners in the Province of Guangdong

“Germany and China - Moving Ahead Together” is an event series under the joint
patronage of the German Federal President Horst Kohler and the Chinese President

Hu Jintao. The series is scheduled to run for three years and aims at presenting Germany
in all its cultural, economic, scientific and social diversity in selected Chinese cities.

German Chamber of Commerce China - Guangzhou is one of the most dynamic Chambers
in China. It belongs to a worldwide network of 120 overseas German Chambers of
Commerce, Delegations, Representative Offices and DIHK-Service Companies active in
more than 80 countries. The Guangzhou office offers companies a unique insight into

the local business and provides numerous services and exposure opportunities for
German companies active in the world’s most dynamic market.

Guangdong Federation of Industry and Commerce is a local organization of the All-China
Federation of Industry and Commerce and a member of the Chinese People’s Political
Consultative Conference. It serves as a bridge between the government and business
circles. The Guangdong Federation has approximately 110,000 members.

Economic and Trade Commission of Guangdong Province is the government organization
of the People’s Government of Guangdong Province, in charge of economic affairs and
domestic trade.

Department of Foreign Trade and Economic Cooperation of Guangdong Province is a
government department of the People’'s Government of Guangdong Province. It is in charge

of foreign trade, economic cooperation affairs and port management.

For this conference, the Sino-German Corporate Social Responsibility Project and the
partners closely collaborated with following three companies in Guangzhou who kindly
offered on-site visits in the afternoon of the conference:

Guangzhou Liby Enterprise Group Co. Ltd.

Founded in 1994, Guangzhou Liby Enterprise Group Co., Ltd mainly deals in household
daily chemical products comprising eight categories with more than 100 varieties. Today,
the comprehensive strength of Liby Group is steadily occupying the position of the

“Top Three of the National Detergent Industry in China”.

> www.liby.com.cn

Guangzhou Panyu Cable Works Ltd.

The Guangzhou Panyu Cable Works Ltd. was established in March 1969 and is an
advanced researcher and manufacturer in cable products. It has representative
offices across China and in more than 30 other countries. It ranks among the first
batch of “Socially responsible enterprises in Guangzhou area”.

> www.panlan.com

Guangzhou Tan Tec Leather Ltd.

Established in Guangzhou, Tan Tec is a German-Chinese tannery which manufactures high
quality leather mainly for the footwear and the automotive industry.

> www.tantec1.com




Deutsche Gesellschaft fiir Technische Zusammenarbeit (GTZ) GmbH

Sino-German Corporate Social Responsibility Project

Suite 505, Entrance C, Yong He Plaza
28 An Ding Men Dong Da Jie

Dongcheng District, 100007 Beijing, PR. China

Rolf Dietmar
Project Director

T +86(0)10 8419 5686
F +86(0)10 8419 5996
E rolf.dietmar@gtz.de
| www.chinacsrproject.org

Dr. Astrid Skala-Kuhmann
Country Director GTZ China

GTZ Office Beijing

Sunflower Tower 1100

Maizidian Street 37, Chaoyang District
100125 Beijing, PR China

T +86(0)10 8527 5180
F +86(0)10 8527 5185
E gtz-china@gtz.de
| www.gtz.de/china
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