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Abstract: Consumers of OECD increasingly attach importance to how companies they buy from conduct their business. But how do consumers know if producers and sub-contractors collaborating within global supply chains meet given standards? This paper investigates how consumers are informed about the social and environmental conditions under which products have been produced. It describes the extent to which four major mechanisms (certification and labelling, corporate reporting, consumer guides and corporate marketing) are used to inform consumers in four markets with globally traded products: fisheries, cut flowers, cosmetic, and textiles and clothing. In all four markets, products are available which originate from production controlled by private voluntary standards of production. The research shows that the relative use of the mechanisms varies considerably across products, with CSR communication being at a more rudimentary stage in the market for fish and cut flowers. The paper notes the growing influence of large buyers over suppliers’ production practices and resulting mainstreaming of CSR products as well as a number of other developments relating to transparency, the role of various stakeholders and the growth and co-existence of private standards that can impact on consumers’ awareness and knowledge of CSR production standards and were discussed at a special workshop in Rotterdam on 26 September 2006.  
I.
Introduction


Developments in OECD markets show that, while price and quality are leading criteria in purchasing decisions, consumers increasingly attach importance to how companies they buy from conduct their business, and that the voluntary adoption of socially responsible practices is spreading in the private sector in response to concerns from consumers and other stakeholders. 

1 MACROBUTTON NUMBERING .

This paper investigates how consumers are informed about the environmental and social conditions under which products they buy have been produced. Although definitions of CSR
 vary across cultures and stakeholders and can encompass a broad range of activities and issues, how a company treats its employees and what it does to protect the environment in which it operates are CSR issues that have received most attention from consumers in OECD countries amidst growing concern about the global scale of production of goods and services.
 
2 MACROBUTTON NUMBERING .

How do consumers know if companies and their suppliers and sub-contractors located often in foreign countries meet given social and environmental standards? To what extent are consumers a target of market actors’ strategies to communicate about production conditions? Reviewing various mechanisms through which consumers can obtain information about CSR practices and researching their use in a number of specific product markets, we offer some answers but also raise certain questions. The themes and findings of this research furthermore benefited from a discussion at a workshop on Informing Consumers about CSR in Production and International Trade which the Netherlands’ government organised in Rotterdam on 26 September 2006, and which brought together a diverse group of stakeholders. 

3 MACROBUTTON NUMBERING .

The paper focuses on consumer behaviour in OECD markets and voluntary initiatives taken in the private sector. It does not seek to address the broader political dimension of CSR or reflect the debate in a comprehensive manner that includes all stakeholders, in developed and developing countries.

II.
Consumer interest in CSR and purchasing behaviour 
4 MACROBUTTON NUMBERING .

Consumers have become more aware in recent years of the way companies conduct their business, both at home and abroad, and interested in CSR, including the issue of socially responsible production. They express their expectations of companies’ CSR practices through their product (and services and equity) purchase decisions. 
5 MACROBUTTON NUMBERING .

When asked in surveys, a large number of consumers affirm that whether or not companies are committed to social responsibility is important to them. A substantial number of consumers also express a willingness to pay more for products associated with acceptable environmental and labour conditions of production. Evidently, this willingness to pay depends on individuals’ levels of income and other factors and has been observed to differ across countries.

6 MACROBUTTON NUMBERING .

While the observable level of consumption of products originating from socially responsible production is not well documented, in most OECD countries, products falling in this category enjoy relatively modest but usually growing market shares. At the same time, market research reviewed for this study nevertheless suggests that behaviour does not quite match attitudes. There is a gap between what consumers say and do: many say they care but do not purchase based on their stated preferences. Various motivations, rationales and excuses may drive the actual purchasing behaviour of people, helping to explain this disconnect.  

7 MACROBUTTON NUMBERING .

While the conditions under which a product is produced are important, they are not necessarily leading the list of criteria or attributes determining purchase decisions. It is only a minority of consumers that actually place CSR anywhere near the top on their list of decision-making criteria for shopping. Research finds that price and quality are the most important purchasing criteria. When CSR and non-CSR products are equal in price and quality, the share of consumers who choose CSR products has been observed to increase.
 

8 MACROBUTTON NUMBERING .

While there are other reasons, for example, some consumers do not act on their stated preferences because they feel that their individual purchase decisions will have an impact on corporate product policies and business practices, consumers may not have the information needed to make purchasing decisions that take CSR criteria into account. This is supported by market research indicating that consumers do not feel well informed about the CSR activities of companies, including about conditions and impact of production. Therefore, more information and effective communication might engage more consumers who state that they care about CSR, to purchase accordingly, and more broadly improve buyer awareness of what companies are doing in this area. 
9 MACROBUTTON NUMBERING .

 How then should CSR be communicated, to reach consumers?  This depends on a variety of factors such as cultural factors, product characteristics, the different consumer profiles (age, income, education) etc. Market research shows that consumer attitudes towards information schemes can vary considerably, implying that information strategies must be tailored to fit given consumer needs and situations. Also, consumers’ confidence in the claims made and trust in the messenger are key prerequisites for effective communication, regardless of their form, as well as consumer loyalty. 
10 MACROBUTTON NUMBERING .

Closely linked to consumers’ need for information in order to act on their stated preferences is the issue of product availability and easy access. Consumers have buying habits and are less inclined to purchase CSR or any other preferred products if these products are not conveniently available but require special efforts, for instance visiting a specialised store.

11 MACROBUTTON NUMBERING .

 Companies adopt CSR programmes not only in response to consumer demand but also for a variety of other reasons (e.g. managing risk and reputation, protecting human capital assets, and avoiding regulation), but the observed low level of public awareness of corporate CSR practices means that their CSR practices and accomplishments are not being registered by consumers.

III. 
How do consumers obtain information about production conditions?
12 MACROBUTTON NUMBERING .

As a response to a growing demand by stakeholders for information about production conditions, a variety of voluntary regulatory regimes have sprung up that set quality, social or environmental standards, and typically involve a large degree of coordination, traceability and monitoring along different agents of the supply chain. They also serve as tools for supplying information to stakeholders, including consumers needing to make purchasing decisions with knowledge and confidence. 

13 MACROBUTTON NUMBERING .

We identify four major types of information schemes through which OECD consumers obtain information about CSR practices, both product-related and company-related: 1) certification and labelling, 2) CSR reporting, 3) consumer guides and 4) corporate marketing strategies. Certain variants of these schemes or other modes of informing consumers about CSR exist (for example, provision of on-request information), but these are not widely used and will not be discussed.
1.
Standards and labelling schemes
14 MACROBUTTON NUMBERING .

Environmental and social labels are examples of approaches providing information about social and environmental dimensions of business that have sprung up in the market since the 1970s and soared since the 1990s.

15 MACROBUTTON NUMBERING .

Eco-labels are symbols or logos that indicate overall environmental characteristics of the product and/or environmental conditions of production. The German Blue Angel is the first and oldest eco-label initiative, launched by the Federal Environment Ministry in 1977. Today, national as well as regional eco-labelling initiatives exist for manufacturing goods and their organisations are associated under the umbrella of the Global Ecolabelling Network (GEN). 
16 MACROBUTTON NUMBERING .

The precursor of social labels was associated with the trades union and the co-operative movement (Zadek, Lingayah and Forstater, 1998). Most social labels as we know today came into existence in the 1990s. Unlike for eco-labels, no national or regional initiatives have been developed.  Environmental standards can relate to product-related Production and Process Methods (PPMs) or non-product-related PPMs, whereas social labels convey information on non-product-related PPMs. 
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Many social labelling schemes target consumers in developed countries and provide information on producers in developing countries. Most of them address primarily export markets involving retail traders with market niche products. Drawing on Zadek, Lungayah and Forstater (1998), social labels can be self-declared (e.g. Tea Corporate Brands), developed by industry bodies (e.g. EUREPGAP) or by partnerships (eg Forest Stewardship Council), NGO-led (e.g. Fair Trade mark) or sponsored by governments (e.g. Kaleen). 
a)
Strength and weakness of labelling schemes as information tool

18 MACROBUTTON NUMBERING .

The main strength of labelling schemes lies in their visibility and simplicity.
 Labels can appeal especially to consumers that have no time to search for information about attributes of goods and services that are not readily visible.  From a more general perspective, eco-labels remain one of the most widely accepted ways for a company to communicate environmental credentials (UNEP, 2005). Labels can be credible when they are accompanied by reliable standards and certification systems. Some international schemes have achieved a high level of trust and recognition internationally. All in all, the number of companies/licenses which have joined national eco-label initiatives to date indicates that a growing number of companies are willing to take advantage of labelling schemes to provide product information for consumers.

19 MACROBUTTON NUMBERING .

Labelling schemes as information tools also have some weaknesses. Foremost, they are available only for a limited number of consumer goods and are not easily adopted for intermediate goods. Labelled CSR products typically represent niche markets accounting often for no more than 2% of consumption of the relevant category of products. While the growing number of labelling schemes signals that the range of sectors where labelling occurs is broadening, the multiplication of labelling schemes based on more or less similar standards runs the risk of resulting in consumer confusion and possibly erosion of credibility. 
20 MACROBUTTON NUMBERING .

 When studying the coffee market, Giovannucci (2003) found that consumer confusion was indeed a problem, especially in European markets with a large number of labelling schemes and similar initiatives. This is not only a problem for consumers but also for suppliers who pay for certification.  Experience over time with eco-labelling furthermore shows that labelling can be subject to fraud and misrepresentation. According to a study by the UK-based Social Market Foundation, “Race to the Top: how government, business and consumers can drive CSR”, 64% of respondents taking part in a survey wanted clearer labelling so that they could judge whether or not products met CSR production criteria (SMF, 2003).
21 MACROBUTTON NUMBERING .

Overall, the success of labelling schemes critically depends on consumers being aware and able to understand such schemes on the one hand, and business acceptance, on the other hand. In this respect a 1999 study by the OECD Committee on Consumer Policy recommended improved advertising and media campaigns for eco-labelled products, to promote consumer awareness and encourage a change in consumer behaviour (OECD, 1999). 
2.
CSR reporting

22 MACROBUTTON NUMBERING .

Responding to increasing demand for disclosure of their social and environmental performance, a growing number of companies annually or periodically publish reports describing activities related to CSR, which are also accessible on their websites in varying formats. 

23 MACROBUTTON NUMBERING .

 52% of the Global 250, the top half of Fortune 500 corporations, and 33% of the National 100 companies, the top 100 companies in 16 countries, issued separate CSR reports in 2005 (Kolk 2004, KPMG 2005). The CSR Network 2003 Benchmark Survey Report
 corroborated these findings, including huge differences from industry to industry (led by financial services, electronics and automotives) and geography to geography (led by Japan, the United Kingdom and Canada).  At the industry level, more than 80% out of top 250 companies of the Fortune 500 are reporting in electronics & computers, utilities, automotive and oil & gas sectors and most remarkable is the financial sector which shows more than a two-fold increase in reporting since 2002 (KPMG, 2005).     
24 MACROBUTTON NUMBERING .

The current reports cover a wide range of issues on the CSR agenda. A clear tendency is that environmental reporting has broadened to an inclusion of social and sometimes also financial issues (Kolk, 2005). The common topics included in reports are: corporate governance, environmental performance, health and safety of employees, community contributions, supply chain, etc. The KPMG survey revealed that report content is most commonly decided based on the GRI guidelines (40%), with only a fifth (21%) mentioning stakeholder consultation. 
25 MACROBUTTON NUMBERING .

Increased reporting in turn has prompted some NGOs, international organisations and governments to pool resources and develop streamlined reporting, measuring and auditing standards that reflect real-life situations rather than merely aspirational goals. Examples of voluntary initiatives which provide guidelines or standards relating to procedure and contents of reporting or other forms of corporate communication with various stakeholders are the OECD Guidelines for Multinational Enterprises, Global Reporting Initiative (GRI), UN Global Compact and Social Accountability 8000.  Their relative use by companies is difficult to gauge.
a)
Strengths and weaknesses of reporting
26 MACROBUTTON NUMBERING .

The public’s right to know is at the centre of a wave of transparency that redounds in enhanced benefits to consumers and investors. These benefits accrue directly, by helping consumers make informed decisions, and indirectly, by facilitating the work of market analysts and government supervisors who make their findings public. 
27 MACROBUTTON NUMBERING .

 Compared to labels and other information schemes, corporate reports provide more detailed information, and some developed-country consumers are familiar with corporate reports.  For example, about half of the respondents from North America, Australia and some parts of Europe participating in a recent survey stated that they had either read or at least briefly looked at a CSR report themselves, or heard about one from somebody else (GlobeScan, 2004).
 However, companies do not prepare their reports having specifically consumers in mind, and the information disclosed is often complex and usually geared towards presenting a company’s overall performance, not the attributes of its individual lines of products. As one company participating in the Rotterdam Workshop put it, in its experience when a more extensive corporate report was made available, it appeared not to be read at all. Furthermore, reporting criteria and standards vary across companies, making it difficult for the average consumer to compare companies.
28 MACROBUTTON NUMBERING .

Although CSR can contribute to a company’s brand image and have other benefits, CSR reporting is not welcome by all businesses. Many companies complain that it is unrealistically demanding, costly and not very useful to stakeholders when they have to provide information on 50 core indicators as well as those contained in sector supplements. Both Gap and Nike, for example, have stated that the current emphasis on social auditing is no longer sustainable and needs to be replaced by a system of constant management-workers review of working practices at the factory level. 
3.
Consumer guides

29 MACROBUTTON NUMBERING .

Research on buying behaviour suggests that buying guides published by consumer organisations or other public and private entities perform an important role in the overall buying process. Thousands of consumer guides offer product information, including prices, specifications, features, reviews, results of testing and comparisons. Some have a long tradition, dating back to the mid-1930s in the United States, when the Consumers Union started publishing its regular reports on food and clothing items. Nowadays, the Consumer Reports magazine claims a readership of 4 million (one of the top ten paid-circulation magazines in the United States) and also serves the public through newsletters, websites and radio and television programmes. Above all, the likes of Consumer Reports and BestBuy have accumulated a stock of trustworthiness with the general public that is perceived as a natural counterweight to the overwhelming and at times misleading presence of corporate advertising. 

30 MACROBUTTON NUMBERING .

More recently, buying guides and consumer information magazines began to cover CSR issues, ranking products and companies around the planet, from small independents to large multinationals. This is the case of Which? in the United Kingdom, Öko-Test in Germany, Konsument in Austria, Consumentengids in the Netherlands, Test-Aankoop and Test achats in Belgium, 60 Millions de consommateurs in France, Choice in Australia and ConsumerOnline in New Zealand. 
31 MACROBUTTON NUMBERING .

In some guides and magazines, product recommendations are made based on environmental, social, fair trade or ethical considerations. All of them offer a variety of printed and online materials. These include Ethical Consumer and newconsumer in the United Kingdom, GreenerChoices and BuildingGreen in the United States and Consumer in New Zealand, whose declared objective is to promote universal human rights and environmental sustainability through ethical purchasing. They usually inform in detail on the producer’s environmental reporting, sustainable farming, forced and child labour record, its code of conduct, irresponsible marketing, genetic engineering, and the like, further supplying references to specialised watchdogs like Corporate Critic, Fair Trade Foundation and Anti-Slavery International in the United Kingdom, Corporate Europe Observatory in the Netherlands or CorpWatch in the United States. The social responsibility (and irresponsibility) of firms is listed and analysed in numerous sustainability indexes and NGO rankings. 

32 MACROBUTTON NUMBERING .

Many consumer organisations are members of Consumers International (CI), a private international coalition representing 234 public and private consumer organisations in 113 countries and promoting “the right [of consumers] to have the facts needed to make an informed choice worldwide” by encouraging “high standards of corporate responsibility” and supporting “sustainable consumption and production practices”, including through the organisation of international campaigns.

a)
Market impact

33 MACROBUTTON NUMBERING .

Consumer guides normally use consumer-friendly language, deal with issues that people care about, or can relate to, provide expert guidance and raise public awareness. 
34 MACROBUTTON NUMBERING .

Some experimental studies have investigated the influence of CSR information provided through a consumer guide type of format on consumers’ attitudes and preferences. Brown and Dacin (1997) provided information on a (fictitious) company using a “company report card” which was ostensibly prepared by “impartial industry experts”. They found that the positive information regarding philanthropy and community involvement provided in this way increased respondents’ ratings of the company’s CSR, as well as their attitude towards the company and its product. Madrigal (2000) replicated this result for environment-friendly production. Mohr and Webb (2005) showed that information on environment-friendly production, presented this way, also impacted consumer purchasing intentions. A comparison of the effectiveness of CSR information ostensibly provided through a consumer association and CSR information provided through a company website found that attitudes towards the company and its products as well as purchase intentions were significantly higher when the consumer organisation was the source (Swaen and Vanhamme, 2005).

35 MACROBUTTON NUMBERING .

When consumers were interviewed regarding their information preferences with respect to CSR in a more naturalistic setting, many thought that ratings available through the Internet would be particularly suitable (Mohr, Webb and Harris, 2001). On the other hand, although subscribers to Ethical Consumer trusted the magazine as a source of information on labour and environmental conditions, they often felt overwhelmed by the information, feeling unable to incorporate all the information into their purchase decisions (Shaw and Clarke, 1999). 

36 MACROBUTTON NUMBERING .

Whether buying guides and consumer information magazines are of use to consumers more in a negative rather than positive sense, that is, to what extent they serve as catalysts for boycotts rather than buying trends, is not clear. According to GlobeScan’s CSR Monitor, a survey of 20,000 consumers in 20 countries published in 2002, 42% of respondents in North America and 25% in Europe reported not buying the products of companies whose social and environmental performance is perceived to be poor. What is clear is that consumers do respond to information on CSR, when it is offered in a systematic and comparable way. Consumer guides are at the frontline of such efforts. 

37 MACROBUTTON NUMBERING .

Moreover, as the Internet has facilitated information delivery –improved public access and unlimited quantity of information– but at the cost of diluting its reliability, now more than ever impartial, reputed intermediate sources that collect, compare, analyse, explain and disseminate raw and scattered information for ready use by consumers, can play a critical role in such decision-making process and in allaying uneasiness on industry-led production standards that can impact on public policy in general and environmental- and labour-sensitive production in particular (O’Rourke, 2004; Smith, 2006).  

4.
CSR communication through marketing strategy

38 MACROBUTTON NUMBERING .

Other than labels, reports, and consumer magazines, companies use many different tools and channels to communicate about their social responsibility activities and records. Overall they have what we consider traditional marketing tools, like advertising, PR campaigns, cause-related marketed and what we consider non-traditional marketing tools, like off-media communication and Web based marketing for example. What channel, or what tools, they use for their marketing mix
 depends on their overall strategy, the positioning of their product or the sector they operate in.
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Packaging is also an important part of visual marketing, as it reaches the consumer just when he or she is prepared to buy the product in the aisle of the supermarket, for example. It can convey a message about a particular brand, a producer’s CSR stance, the naturality or environmental friendliness of the product and is also a medium to display self-declared CSR labels or awards earned by the product (best product of the year, etc).

40 MACROBUTTON NUMBERING .

In terms of CSR communication, companies tend to use non-traditional marketing, which tries to market a brand or product without being perceived as doing so by the consumer (e.g. through sponsoring, conference participation or organising, printing and distributing CSR related brochures, street communication, Web based forums and bulletin boards), in a greater proportion in their mix than traditional marketing. This can be explained by the fact that overt advertisement from the part of a company is usually perceived by consumers as an untrustworthy source, and leaves the consumer feeling sceptical about a brand. The image of a product can suffer from this scepticism. 
a)
Impact on consumers

41 MACROBUTTON NUMBERING .

Advertising CSR overtly is risky. To build publicity on CSR brings with it the risk of confusing the consumer about the message of the advertiser. Qualification such as “respects human rights” for example, is vague and might confuse consumers and therefore render them distrustful, if they perceive the advertisement as being uninformative and dishonest. French retailer Carrefour, for instance, has been criticised for using an ethical proposition to attract customers without backing its claim, resulting in consumer mistrust. Companies can do more damage than good by stating their environmental or social concerns without backing them up. A survey from London-based Ethical Corporation found that in general, 70% of people say they don’t trust advertising and PR. Some experimental research has demonstrated the importance of “backing up” advertising claims (e.g. Keller and Aaker, 1998) 
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Certain companies owning different brands (e.g. Ahold, Unilever) have decided to publish magazines for their consumers, informing them about their brands, their communication schemes (environmental sponsoring, or NGO partnership of a brand, for instance), or newly published CSR reports. As a general rule though, only big corporations can afford these expensive quadric-colour, multiple page printouts. Since they have many different brands, some respecting CSR (environmentally friendly, locally produced and therefore respecting local labour laws) and others not emphasising it, and perhaps even not respecting CSR, or not completely, these magazines are not the best way for these companies to communicate about CSR. CSR issues remain therefore pretty rare in those magazines, and they are not the media of choice for brands to communicate their CSR stance.

43 MACROBUTTON NUMBERING .

As in the case of advertising, one factor determining the credibility of CSR-related claims on product packaging may be how specific the claims are. Maronick and Andrews (1999) found that when general packaging claims (e.g. “ozone friendly”) were coupled with specific qualifiers (e.g. “no CFCs”) this led consumers to perceive a product as safer for the environment than when either only a general claim or only a specific claim was presented. While general claims may be perceived as obscure because they cannot be verified (as suggested by research in advertising), specific claims may be hard to interpret on their own. When used together, they may compensate each other’s weaknesses and increase consumer trust. 
44 MACROBUTTON NUMBERING .

Reviewing a large body of studies investigating the effectiveness of CSR communication, Berens (2006) concludes that corporate communication through advertising and product packaging appears to be quite adequate in establishing CSR as a credible product attribute in consumers’ eyes. Most consumers seem to be sceptical rather than cynical, only discounting a company’s message when they have a reason to do so. They perceive a company’s message as not credible when it clearly conflicts with the past actions of the company, or when the company does not back its claims with factual information. 
45 MACROBUTTON NUMBERING .

For companies willing to strengthen their brand image by showing their preoccupation for social or environmental issues, providing evidence of internal alignment through a mix of non-financial reporting, public relations, awareness campaigns, rather than relying mostly on corporate communication and advertising, will help build consumers’ trust. Materialising evidence, through products and connection to consumers’ lives, as well as making the reporting transparent to avoid “greenwashing”
 suspicion are important to maintain this trust.

46 MACROBUTTON NUMBERING .

Companies can include other stakeholders in their communication policies. For example, they can partner with NGOs, which can enhance their reputation or can provide specialised expertise that they do not have. At Kellogg’s UK, CSR manager Bruce Learner insists that without the specialised expertise of NGO partners, the company’s sponsored breakfast clubs and health promotion programme couldn’t exist. Partnership with the Amateur Swimming Association, the Walking the Way to Health Initiative, and ContinYou, a community education organisation, have made Kellogg’s sponsored programmes credible, according to Learner. (EC Newsdesk, 2006). NGOs in turn, benefit from the multinational scope of the corporation, and huge marketing possibility, in monetary terms, that it offers.

47 MACROBUTTON NUMBERING .

Also, employees can be a brand or a company’s best ambassadors in terms of spreading the word. Training them to convey a particular message about the brand to consumers can be a valuable communication tool, especially when it comes to explaining complex CSR issues that cannot be conveyed in simpler and shorter advertisement messages. Employee blogs have helped enhance the reputation of their employers (for instance Microsoft, Sun Mircrosystem, or Stonefield Farms), and also have damaged it (as for Google, Delta Air Lines, or Friendster). Blogs influence news, analysts, and regulators. This new form of internal and external communication is not to be underestimated, as consumers may find valuable and trustworthy (or perceived as) information about a company’s practices, production and product information.
IV.
Findings from case studies of CSR communication in four product markets
48 MACROBUTTON NUMBERING .

Four case studies were carried out to investigate whether and to what extent these mechanisms, and where applicable other tools not described, are being used to inform consumers about CSR practices, and to compare their use within and across product sectors. The sectors selected were fisheries, cut flowers, cosmetics, and textiles and clothing.  Data from consumer surveys or other sources allowing us to assess consumer reaction to the various schemes, and their impact on the different products markets, were not available. 
1.
Fisheries
49 MACROBUTTON NUMBERING .

Fish production and trade have expanded rapidly in recent years, with developing countries accounting for around half of total world exports. In contrast, an estimated quarter of fish stocks are already overexploited or depleted and around half of stocks have reached their maximum level of exploitation (FAO, 2004). Hence, CSR issues in fisheries business centre on environmental concern and more specifically, the concept of “sustainable fisheries”. Social aspects have been less prominent, although fishermen work in a dangerous environment and fishing is an important source of income for developing countries. 
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Most fishing enterprises convey to consumers and other stakeholders their commitments and adherence to sustainable fishing through labelling, websites, company reports or other modes of communication. However, information gaps appear to exist, making it difficult for consumers to identify kinds of seafood that are overfished or caught in ways harmful to other sea creatures and the ocean environment (e.g. Seafood Choices Alliance, 2003). 

51 MACROBUTTON NUMBERING .

Though market impact reportedly remains modest, labelling is the most widely employed CSR information scheme in fisheries. Quite a number of national or global labelling programmes have emerged in the market. Among the most recognised programmes are the scheme developed by the Marine Stewardship Council (MSC) and dolphin-safe labels. The MSC scheme provides labelling services for fish and seafood originating from marines catches separately in two stages – the fish harvesting and the downstream supply chain. ‘Dolphin-safe’ or ‘Dolphin-friendly’ tuna labels are well-known eco-labels for tuna products. There are several third-party schemes as well as a large number of self-declared dolphin-safe labels.
 An international survey carried out by nine leading consumer organizations (Decision News Media, 2004) pointed out that “up to six different logos and wording were found on 25 tins of tuna, each claiming that the tuna was fished without harming dolphins.” Dolphin-safe labels are a typical case where numerous labels compete with each other in the market place.
52 MACROBUTTON NUMBERING .

Although current retail sales of fish products carrying an eco-label are well below 1% of the total seafood market, there is noticeably increasing interest in certified fish on the part of consumers and retailers around the world. Existing studies also suggest that, in some cultures at least, consumers prefer labelling as the main source of information at the point of purchase, to other information channels such as newspapers, printed materials, or even the Internet. 

53 MACROBUTTON NUMBERING .

Big supermarket chains prefer certified seafood, but the nature of fisheries is such that labelling is difficult to undertake, particularly in terms of verifying and monitoring, because most fishing takes place in remote seas and fishes from different sources may be mixed during processing. Hence, some observers question the integrity of fish labels and fishery labels are still struggling to gain and maintain credibility from consumers and producers.

54 MACROBUTTON NUMBERING .

Compared to labelling, reporting has yet to take root in this market. Actually, 831 companies that have registered their reports in the GRI database include no fisheries companies, and our website search suggests that fisheries companies seldom publish stand-alone CSR reports, with only a few exceptions (e.g. Unilever and Sanford Ltd). 

55 MACROBUTTON NUMBERING .

Fish and fish products have hardly drawn attention from the editors of consumer guides. In fact, most consumer guides do not include product recommendation for seafood and, if any, they provide only quality-related information but not environmental and social information. Recently some environmental organisations, semi-state agencies and NGOs have begun to publish fish guides. In general, these locally-oriented guides list fish that are recommended or avoided, together with information on fishing gear, capture methods, bycatch and biology. However, they do not carry information relating to producers, processors and suppliers. 

56 MACROBUTTON NUMBERING .

As far as corporate advertising and marketing is concerned, many fish harvesting and processing companies, including SMEs, as well as seafood retailers provide information and communicate with consumers and other stakeholders via their homepages on the Internet. On their websites, many fisheries companies state their commitments to sustainable fishing and provide related information, e.g. about adherence to ISO 14001 or SA8000, observance of a quality standard, sourcing policies and production practices. Another, more traditional, way of informing consumers is through product packaging and labelling. As is the case for other food products, packaging of seafood features such terms as ‘natural’, ‘eco’, ‘fresh’, ‘bio’, ‘organic’ and ‘pure’. Many companies also use self-declared labels as a marketing tool (e.g. private dolphin-safe tuna labels).

2.
Cut flowers

57 MACROBUTTON NUMBERING .

Over the past 10-15 years, the advantage for growing low-priced mass-produced cut flowers has gradually shifted away from the OECD region to Colombia, Kenya and other developing countries with favourable growing climate and low production costs. Meanwhile, consumption remains concentrated in Western Europe, North America and Japan. In these markets, the flower industries of Colombia and other developing-country producers has received some negative publicity in recent years, as labour unions, environmental groups and other NGOs have raised a number of issues linked to conditions of production on developing-country flower farms, such as dismal working conditions or unsafe use of pesticides and other toxic substances.  
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In general, information schemes used in the market for cut flowers are dominated by buyer or sectoral codes of conduct governing social and/or environmental performance and labels or symbols that attest certification based on these codes. Many important schemes (e.g. Milieu Programma Sierteelt, Florverde label in Colombia, Sello Verde in Ecuador) are geared towards facilitating business-to-business transactions along supply chains. Trading relationships in the cut flower market, and notably participation in the supermarket chain, increasingly require that thousands of flower growers in developing countries adopt suppliers’ codes of conduct. 
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Although the situation seems to be changing, label programmes that tell final consumers whether the farms that grow flowers respect minimal environmental and labour conditions are still relatively rare.  Major initiatives are mostly in the European market (including Fair Trade Certified, the German Flower Label Programme, Fair Flowers and Plants (FFP)).  It is only very recently that cut flowers have found their way into the Fair Trade Certified scheme and so far they are being sold only in a few European countries (UK, Switzerland, Belgium, Norway). In North America and elsewhere certification and labelling schemes have not really taken hold (exceptions include e.g. the Sierra Eco label in Canada). 
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With rare exceptions (e.g. Dole Food Company Inc.), corporate reporting providing information about floricultural production conditions is not a standard practice of large retailers or supermarkets.  Similarly, consumers consulting guides on consumer goods will seldom come across CSR information for cut flowers. The consumer-oriented informational websites on floriculture also do not usually mention flower certification labels or CSR in the flower industry. For the curious shopper, this makes the websites, electronic newsletters etc. of civil society groups engaged in this industry perhaps the most readily accessible source of information of a news-like or educational type. (e.g. Flower Coordination Switzerland, Fairtrade Foundation in UK, International Labour Rights Fund (ILRF) in the USA)
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While it is common for flower producers, individually or via professional associations, to seek to increase their visibility and cultivate a consistent positive product image through advertising campaigns and promotional activities, CSR issues usually are not addressed and it is virtually impossible for a consumer to trace flowers carried by his or her florist shop back to a specific flower grower. A few online shops specialize in selling certified cut flowers, but research revealed that none of several large wire or web-based flower order services based in the OECD region advertise that they carry certified products. 
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Only in the relatively new but growing niche market of organically grown flowers is the industry of some OECD countries visibly engaged in creating public awareness, educating consumers and positioning company brands. Also, flowers that are grown organically are eligible for inclusion in some of the existing voluntary organic label programmes certifying agricultural produce. New labels are emerging in this market niche, a development which is not confined to Europe but is taking hold also in the cut flower trade in North America. 

3. 
Cosmetics
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Europe, the United States and Japan are the world’s leading producers of cosmetic products and also the leading markets. Innovation is an important driver of growth in the cosmetics market, with natural ingredients making an important contribution. In terms of CSR objectives, the cosmetic industry is fairly homogeneous and focuses primarily on environmental protection, ecological issues and social standards. Of importance to this industry is that these issues are somewhat linked to the nature of the ingredients themselves, “natural” being, for consumers, a good conveyer of corporate social responsibility while they perceive cosmetics containing natural ingredients as being beneficial for their own health, and of higher quality.
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CSR issues have been long considered and assumed in the cosmetic industry, with pioneer CSR companies coming from this sector (Natura, The Body Shop and Aveda). These companies’ founders’ core ambition clearly was to change consumption patterns. 
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The marketing of CSR in the cosmetic sector is most of all a result of product positioning. Companies gain competitive advantage and market share by branding their products around CSR, making CSR an inherent part of the brand and of the image of the company. To achieve this positioning, their marketing mix is carefully chosen, with a moderate use of mass advertising, and a use of non-traditional marketing channels. These techniques, often referred to as guerrilla or undercover marketing, enable the marketing campaign budgets to remain limited.
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In their marketing mix, cosmetic companies also make a wide use of the media to convey their CSR image. With their PR teams, they communicate with local communities and organise special events that mix fun and CSR, enabling them to reach existing customers while generating significant impact with the media. 
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The cosmetic industry includes companies that have pioneered CSR reporting and continue to hold this advantage over other industries. The topics included in the main players’ reports are often similar and consistent with one another. They consist of: ethical trade, animal testing, supply chain, ecology, human rights, protection of the planet, packaging, partnerships with NGOs, employee treatment and involvement, ingredients, internal CSR organisation, and auditing.
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Consumer guides only about cosmetics products manufactured under socially responsible conditions are mainly Internet-based, and consumer driven. A few printed general guides will have cosmetics tested once in a while, but their main focus has been on the chemicals used in the cosmetic’s recipe and their impact on consumers’ health rather than on the environment or the social conditions of production. A recent concern is with organic cosmetics, but again the focus is mainly on ingredients and not on the company as a whole, nor its labour practices or environmental impact.

4.
Textiles and clothing sectors
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It is estimated that about 40 million workers are employed in the textile and garment industries worldwide, including around 10 million in the footwear industry. Both industries continue to be important sources of labour posts in developed and developing countries alike. 
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Even at the agricultural stage, some raw materials for the textile industry, like cotton, flax or hemp, are among the most environmentally damaging crops, often receiving multiple treatments of fertilisers and pesticides. Textile industries also use large amounts of chemicals in the dyeing, printing and washing processes. A number of labour issues affect the textiles and clothing sectors as well, especially in developing countries that have a record of child, forced and prison labour, disciplinary practices that include mental and physical coercion, inordinate working hours, below-standards wages and benefits, hazardous health and safety conditions and discriminatory practices. 
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Textile companies resort to every available CSR tool in the market, including detailed reporting about their environmental and social practices, both printed and in dedicated sections of their corporate web pages, adhering to certification and labelling schemes, providing abundant information to impartial intermediaries, like consumer guides and investor screeners, resorting to monitoring assurance specialists, and adopting in-the-field initiatives –those that involve remedial action in conjunction with developing country monitors, for example– that are fit for media coverage and consumer recognition. 
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Retailers, manufacturers, importers and distributors of consumer textiles and clothing label their articles as required by government and international regulations as well as industry practices. A typical textile label for products sold in OECD markets contains information on fibre content and dealer identity, cleaning and caring, etc. CSR labelling, some of which is specific to textiles and clothing (e.g. Clean Clothes Campaign, Rugmark and No Sweat labels), can supplement the information contained in the other labels or be altogether separate. Although labelling is a widely recognised CSR information source for this industry, its impact on the vast majority of consumers is far from settled.
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Corporate CSR reporting is widespread and is largely centred on the working conditions of international supply chains. Big textiles and clothing companies tend to report under more than one reporting scheme, cross-referencing information and ascertaining its accuracy through the involvement of independent assurance firms, most of them specialised offshoots of major financial auditing firms, although some segments of activity may require the participation of technical specialists, especially for environmental topics. Many textile companies have global sourcing and operating guidelines of their own, to address their inability to control every aspect of their relationship with hundreds of downstream business partners around the globe. Some big companies have opted for releasing the names and locations of the factories that manufacture their products. CSR responsibility is, thus, altogether shifted to suppliers and subcontractors.
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The number of consumer information publications and online services for the textile and clothing industry is very high, especially for the numerous segments of the production line. Both regular and CSR-dedicated consumer guides (e.g. Ethical Consumer, Ethiscore, Newconsumer and Getethical) carry substantial information on production conditions and other CSR issues for textiles and garments, covering also clothing and clothing shops, carpets and flooring, ethical fashion, organic cotton, fair trade, etc. 
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Textiles and clothing companies also use a complex marketing mix to inform on their CSR performance, including the use of newspaper, magazine and television advertising, both in a targeted and diffuse manner, sponsoring international CSR forums, and the more common one of producing visually-attractive reporting, both in physical and virtual form. Part of their branding strategy, each company endeavours to show uniqueness and excellence, from presenting CSR efforts as an ever-challenging process to reconcile environmental and social mandates with the profit motive to using CSR disputes as a launching pad for their marketing efforts.
5.
Comparing cases
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 In all sectors surveyed, the social and environmental conditions of production are subject to efforts and initiatives in the private sector aimed at informing consumers. In fisheries, CSR has evolved mainly in the form of support of sustainable fishing, with relatively more emphasis on the environmental dimension than on social aspects. In the other three product markets surveyed, social and environmental issues are more evenly represented on the agenda of CSR communication. 
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Table 1 provides a simple schematic comparison of the use of the various communication schemes across the four product markets studied. From a broad perspective, CSR communication is at a more rudimentary stage in fisheries and cut flowers than in the other sectors. A more detailed comparison of findings for each sector suggests that:

· Certification and label schemes exist in all product markets surveyed but are relatively more frequent in the markets of cut flowers as well as textiles and clothing, where they are mostly business-to-business schemes that do not result in consumer labels. 
· CSR reporting is widespread among producers of textiles and clothing as well as among cosmetics companies. 

· With apparently increasing frequency consumers can access information about conditions of production also via general or specialised consumer guides; however, this mode of communication appears to be more developed in the markets for cosmetics and textiles and clothing – where final products are highly differentiated - than fisheries and cut flowers. 

· With the exception of organic floriculture, neither corporate advertising nor branding play a major role as communication channels at the retail level of flower sales. A similar situation can be observed for fisheries. By contrast, CSR is an integral part of cosmetic companies’ marketing strategies and product branding. 

Table 1. Comparison of schemes
	
	FISH
	CUT FLOWERS
	TEXTILES
	COSMETICS

	Certification and labelling
	several


	several
(mostly business-to-business)
	many
(mostly business-to-business)
	seldom

	CSR reporting
	seldom
	seldom
	frequent
	very frequent

	General/CSR specialised consumer guides
	only some fish guides
	very seldom
(general guides or  CSR guides)
	frequent
	seldom

	Corporate marketing
	some
	mainly  in niche market of organic cut flowers
	very frequent
	dominant (branding)


78 MACROBUTTON NUMBERING .

 Our research shows that the relative use of information instruments varies considerable across products. Culture, market concentration and other factors seem to play a role. Looking at what companies are doing, it seems that many do not participate in certification and labelling schemes involving government but choose private standards, often with a view to what their competitors are doing. Companies also engage in novel ways to communicate about their responsible practices and appeal to consumers. 
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 The case studies confirm changes taking place in market structure and supply chain relationships that have been noted by other research focusing on the role of private standards in the agro-food sector (OECD, 2006), and which could influence market development and trade prospects for CSR products. For cut flowers, traditional florists (independent retailers) still play an important if not dominant role in distribution at the retail level in many OECD countries. But here, and in the other sectors studied, the role of retail chains (supermarket chains, do-it-yourself stores, garden centres) is growing. Offering their own private labels, these retailers are becoming important sellers of CSR products and buyers from producers/exporters around the globe. They communicate and enforce CSR commitments and performance throughout their global supply chain relationships, often by issuing sourcing codes of principles or policies (e.g. Mark & Spencer’s Policy on Sustainable Sourcing of Fisheries Products). Their large sales volumes give them considerable influence over supplier production practices and this leverage is reinforced by large retailers sourcing increasingly directly from producers. The research on private standards in the agro-food system suggests that direct relations between producers and retailers could reduce the investment needed to supply consumer information while making CSR performance more transparent. 
V.
Concluding observations and questions
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 Products meeting high social and environmental standards of production represent today niche markets in most OECD countries witnessing accelerating rates of growth. The range of products identified as resulting from socially responsible production is broadening and these products are more widely available, from specialty stores to super markets. Nonetheless, the gap between stated consumer preferences on the one hand and actual behaviour on the other hand still exists, and making CSR visible to consumers remains a challenge for companies and other stakeholders. 
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The study found that for all sectors surveyed, products which originate from production controlled by private voluntary social and/or environmental standards are available on the market, but that these products are not always identified as such to shoppers at the point of purchase.  This can be explained in part by the commodity-type nature of some products that originate from different sources but may be sold in mixed form (e.g. fish products, cut flowers), which makes it impractical to label the product at the point of purchase. Also, some producers cannot afford to engage in marketing their products at the consumer end, and intermediary buyers may care more about adherence by suppliers to standards for CSR production than informing the final consumer about these standards. Ingenbleek and Meulenberg (2006)  for example find that organisations developing agricultural sustainability standards (e.g. MPS and Eurep-Gap) which target mainstream production and involve large retailers and processing firms, typically follow a communication strategy that does not target consumers and use consumer labels, but rather focuses on parties within the supply chain. 
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 Companies participating at the Rotterdam workshop reported that they were looking for a balance in the extent and the detail of information they provide to consumers, as consumers’ interest in CSR had limits. Confusing consumers by exposing them to too much, i.e. complex, information backfires on selling. The importance of trust in the messenger was widely acknowledged. Consumer organisations sometimes try to play the role of trusted messenger themselves by testing products (or assessing companies) in regard to CSR performance; however, this role faces hurdles when companies do not respond to their questionnaires or provide information of varying quality or hard to verify. 
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Effective surveillance of CSR marketing — by government authorities or self-regulatory bodies — can also increase consumer confidence in claims. It is widely accepted that governments should make sure that consumers are protected against misleading advertising (e.g. through adequate laws or consumer education). In some countries, companies that issue a code of conduct but then do not put it into practice face regulatory action for mispresentation (e.g. Australia, Sweden).
 Moreover, to encourage effective codes that satisfy consumer interests, the consumer authorities of some countries have elaborated voluntary guidelines identifying best practices in corporate code design and application (e.g. Canada, Japan).
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 One factor reportedly influencing what and how much information organisations disclose is the attitude of other stakeholders that monitor CSR performance and may expose weaknesses. For companies, reputation is one of the most important corporate assets, and failure to comply with standards (including exposure to unethical practices running counter to internal commitments) is seen as the biggest source of reputational risk. Therefore, while reputation is a motive driving companies to embrace CSR practices, it may also act to inhibit disclosure of information. 
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 From a consumer information perspective, NGOs and other stakeholders can contribute to raising consumers’ awareness of CSR issues arising in production and providing knowledge of corporate practices, a role that cannot be substituted by corporate communication. For example, NGOs draw attention to instances of poor CSR performance, which an organisation would not disclose on its own. 
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At a broader level, the premise guiding this study — that private CSR standards and communication are driven by concerned consumers — overlooks the role that labour unions and other groups of civil society have been playing in the diffusion of CSR awareness within and across societies. For cut flowers, advocacy campaigns by non-governmental organisations initially played — and still are playing — a prominent role. In the textiles and clothing sector, the Clean Clothes Campaign, a joint initiative of NGOs and trade unions, works to raise awareness among all kinds of groups of consumers on the issue of working conditions in the global garment industry and to mobile their influence in consumer markets and with governments to achieve improvements. By contrast, the trend towards CSR in the case of cosmetics was initially a supplier-driven phenomenon, which now has become consumer-driven. 
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 Our study shows that consumers get information from many different sources. The extent varies, but all information schemes are being used in each of the product markets surveyed. Provided there is consistence of message, the four schemes investigated can complement each other and deliver a wealth of information to consumers. Although hard data are unavailable, based on the volume of information generated by the mix of schemes, it would seem that consumers should be more knowledgeable about CSR products and companies’ performances in the textiles and clothing and cosmetics markets than in the fish and cut flowers markets. 
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The coexistence of various schemes, each with its relative strengths and weaknesses, provides interested consumers a broad range of sources for actively or passively receiving information that can guide their purchase decisions. What raises concern, however, is the growth and co-existence of many more or less similar standards.
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 The proliferation of (often very similar) standards raises compliance costs for producers supplying different buyers and markets, each with different (and often changing) requirements. It furthermore makes it for consumers difficult to understand the meaning of each system and hence is a factor causing uncertainty and confusion. There are obvious information-related as well as other economic benefits (e.g. reduced transaction and compliance costs) when standards and associated information systems with similar objectives are harmonised, which would enhance consumer confidence. While other research (OECD 2006) suggests that retailers have strategic incentives to collaborate in the pursuit of harmonisation of different standards because this makes sourcing from multiple suppliers worldwide easier and more efficient, our study finds little evidence of convergence taking place in the product markets reviewed. 
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 The discussion at the Rotterdam workshop sought to clarify the situation. Efforts promoting convergence or harmonisation do exist. In the area of reporting, GRI, ISAR and other guidelines or standards seek to harmonise, or at least make more comparable, the procedure and contents of reporting.  The Business Social Compliance Initiative (BSCI) and the Initiative Clause Sociale; are other instances where companies collaborate among themselves and/or with standard-setting organisations. However, the room for convergence of standards for socially responsible production and related information schemes is judged to be limited, because companies use CSR to gain a competitive edge. Findings of the study by Ingenbleek and Meulenberg — that food retailers or brand producers often are not interested in carrying a label that is also used by other producers, because such label might harm the unique identify of their brand — tend to support this conclusion. The authors also note concerns that, with large retailers becoming a huge driving force in the market for CSR products, there could be a rush to meet what may be the lowest possible standard in order to become a supplier to those retailers, which could force organisations that promote higher or more genuine standards to exit from the market; however, their study finds that different standards continue to cohabit and exit is so far not taking place. 
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� This paper uses the term “corporate social responsibility” or CSR, although some organisations prefer to use “corporate responsibility”, or CR. In common use, both terms refer to voluntary business initiatives responding to a broad spectrum of societal concerns (workplace, social, anti-corruption, technology-related and environmental issues), not only social issues.


� Recognising that business norms and standards, regulatory frameworks and stakeholder demands for CSR can vary significantly across nations, regions, and lines of business, the study will not pass judgement on any standard applied.





� While it is difficult if not impossible to isolate the impact of CSR information from other factors determining purchasing behaviour, such as price, quality, safety, or prior personal experience, surveys provide some indication of how consumers rank different criteria. For example, when asked only 5% of the British public places ethical considerations above all others in purchasing decisions (Cowe and Williams, 2000); among UK food shoppers, 70% base their purchasing decisions on price, taste and sell-by-date – not ethics (Doane, 2005). For other studies supporting this conclusion, see e.g., imug, 2003, Wirthgen and Schoenheit, 2006, and  Diamond, 2005.


� In Europe, an important recent development boosting sales of Fair Trade Certified products has been the move of these products into mainstream marketing channels as more and more large retail chains carry these products on their shelves. In France for example, the arrival of Fair Trade brands such as Max Havelaar on the shelves of supermarkets and hypermarkets has coincided with a notable increase in Fair Trade food sales. From 2000 to 2003, sales of all kinds of Fair Trade products rose from 9 to 32 million EUR and jumped then to 149 million EUR in 2004 (of which 122 million EUR are food products) (Caillat, 2005; Nouvel Observateur, 20-26 April 2006).


� A literature review reveals a patchy picture of figures on labelling schemes. For example, the website run by the US Consumer Union lists 137 eco-labels found in the US market, as of April 2006, under nine categories, namely organic, pest management, social responsibility, no genetic engineering, sustainable agriculture, sustainable fishing, animal welfare, sustainable wood and general claims. Or take the New Economics Foundation’s 1988 report on social labels, which includes a database of 10 social labels. 


� Product-related PPMs refer to production methods which leave a trace in the final product (e.g. cotton grown using pesticides whose residues remain in the cotton itself), while non-product related PPMs (or unincorporated PPMs) refer to PPMs leaving no trace in the final product (e.g. steel produced at different emission levels). 


� However, there is a counter-argument that simplicity does not bear benefits. Roe, Teisl, Rong and Levy (2001) compared the effectiveness of labels with more detailed, quantified product information on environmental attributes in an experimental setting. Their results suggest that detailed information disclosure is more effective than third-party certification in producing consumer confidence in the information provided to them. 


� Systematic and standardised social and environmental reporting originated in the expansion of traditional financial reporting requirements to account for contingent liabilities, obligations and risks that might have a material impact on profits and the long-term shareholder value of publicly traded companies, a trend that is evident in the filing requirements of the U.S. Securities and Exchange Commission or the Financial Services Authority of the United Kingdom, for example.


� See � HYPERLINK "http://www.csrnetwork.com/" ��http://www.csrnetwork.com/�.


� These data come from the GlobeScan 2004 Corporate Social Responsibility Monitor survey involving interviews with 1,000 respondents in each of 21 countries, between December 2003 and February 2004.


� The marketing mix is a crafting and implementing of a marketing strategy. It stresses the "mixing" of various tools and channels in such a way that both organizational and consumer (target markets) objectives are attained.


� Term that environmentalists and other critics use to describe the activity of giving a positive public image to putatively environmentally unsound practices. The term emerged in the aftermath of the Earth Summit held in Rio de Janeiro in June 1992.


� For instance, all three largest US tuna processors, namely Starkist, Bumble Bee tuna, and Chicken of the Sea, have their own dolphin-safe logos.


� See Tsuneo Matumoto et al (2006), Compliance management from a consumer point of view, Shoji-Homu, Tokyo (in Japanese).





