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First things 
 

 
The exploitation of workers in domestic and international supply 
chains seems to be rarely out of the news. Income inequality has 
grown and undermined the value of low-paid people’s wages, while 
globalisation has forced formerly self-reliant communities off the 
land to fill low-wage supply-chain jobs. 
 
This Bulletin issue follows publication of ECCR’s report 
Vulnerable Migrant Workers: The Responsibil ity of Business earlier 
this year with a focus on human rights problems arising from supply 
chains. 
 
Dawn McLaren of EIRIS assesses international labour standards, 
where breaches and risks occur, and actions that companies and 
investors should take. ECCR Board member Daphne Norden 
weighs up the impact of the UK’s Ethical Trading Initiative as a 
forum through which problems can be tackled. Krisnah Poinasamy 
of Oxfam focuses on improving the protection of workers employed 
by UK gangmasters, the subject of a recent Oxfam report.  
 
Promoting awareness and dialogue locally has long been a key 
element in ECCR’s work. Former Chair Barbara Hayes reports on a 
successful public meeting held by the new ECCR West Midlands 
Group. 
 
As important a corporate responsibility issue as supply chain 
standards is tax. In our closing article David McNair of Christian 
Aid highlights the policy changes that can help bring about an 
equitable international tax regime. 
 
As always, ECCR welcomes members’ and readers’ comments on 
issues we cover and other matters of concern.  

Lee Coates, Chair   
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News from ECCR 
 

 
Members Annual Meeting, 19 November  2009  
ECCR’s Members Annual Meeting takes place on Thursday 19 
November from 2.30 to 3.30 pm at Friends House, London. 
Members will receive an invitation and agenda in October.  
 
Israeli settlements goods  
ECCR and Quaker Peace &  Social Witness are writing to British 
and Irish supermarket chains to highlight concerns and ask about 
their policies and practices regarding goods produced in Israeli 
settlements in the occupied Palestinian Territories. We will keep 
members informed. Details are available at www.eccr.org.uk/
Issues or from Suzanne Ismail (suzannei@quaker.org.uk, tel. 020 
7663 1055).  
 
New ECCR PowerPoint  
ECCR has a short PowerPoint presentation with notes for use by 
members to talk about our work. Please contact Helen Boothroyd 
(helen.boothroyd@eccr.org.uk, tel. 01325 580028). 
 
A welcome to new members 
ECCR welcomes new corporate members Brentwood Quaker 
Meeting, Carlisle One World Centre, Diocese of Brentwood 
Commission for Justice and Social Responsibility, Diocese of 
Southwark, Shared Interest and URC Northern Synod.  
 
Subscr iption renewals - appreciation 
ECCR thanks members who have set up a standing order for 
membership renewal or who have paid their 2009/10 
subscription directly into our account. Both methods help us 
reduce administrative costs. 
 
News continues on page 19. 

4 



Supply chain labour standards and 
why they matter  

Dawn McLaren 
 

 
Abusive working conditions are present in the supply chains of 
many profitable businesses. For example, while the world export 
trade in pineapples has tripled since the 1960s, pineapple 
workers reportedly work an average of 10-12 hours a day, six 
days a week, often without overtime pay, social benefits, 
freedom of association or the right to collective bargaining, and 
frequently exposed to toxic chemical pesticides and fertilisers.1 
 
ILO standards  
The International Labour Organisation’ s (ILO) core conventions 
cover freedom of association and collective bargaining, non-
discrimination, and the prohibition of child labour and forced 
labour. Incorporated in the ILO’s Declaration on Fundamental 
Principles and Rights at Work of 1998, they also figure among 
the ten principles of the UN Global Compact.  
 
The same standards are included in the ILO’s Declaration on 
Social Justice for a Fair Globalisation of 2008 and in the codes of 
such bodies as the Ethical Trading Initiative in the UK and the 
Fair Labor Association in the US. Other key supply chain labour 
standards relate to working hours, wages, and health and safety.  
 
Freedom of association and collective bargaining are commonly 
considered the most important standards. They enable workers to 
raise concerns with employers and resolve problems without 
having to rely on a third party. Support for these rights can result 
in improvements in other standards. 
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Where the r isks are 
Companies are particularly at risk of breaching core labour 
standards in their supply chains, where they have less control and 
knowledge of working conditions than in their own operations. 
NGOs regularly highlight cases of companies using suppliers 
that do not meet standards, with some instances, such as the use 
of child labour, generating more publicity than others.  
 
Supply chain risk of poor labour standards tends to be acute for 
labour-intensive products where there is pressure on price. 
Examples include apparel, footwear, toys, consumer electronics 
and agricultural products.  
 
Products manufactured in developing countries generally carry 
higher risk of poor working conditions because of weaknesses in, 
and lack of enforcement of, regulations. Poverty makes workers 
more vulnerable to exploitation, with fewer employment choices 
and no financial resources to take legal action against employers. 
The retail sector is particularly at risk because of the volume and 
nature of products sourced from developing countries. 
 
Yet poor supply chain working conditions also exist in 
developed countries. Problems have been identified in UK 
agricultural supply chains for supermarkets, particularly in 
association with the exploitation of migrant workers.2 In the US 
exploitation of tomato pickers in Florida has been highlighted, 
including cases of forced labour and concern about wages. Again 
many allegations involve exploitation of migrant workers. 
 
Concerns for  investors  
Besides the moral implications, investors should be concerned 
about poor supply chain labour standards because of the 
reputational risk these pose to companies. Where breaches of 
international standards are identified, negative publicity often 
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follows, sometimes leading to a consumer boycott. Potential 
employees may be discouraged from working for a company 
with a poor reputation in this area.  
 
If a company is subjected to a sustained campaign by NGOs, this 
can take up considerable management time and resources. Such 
campaigns can also distract from other issues that the company 
may wish to publicise. This is particularly important for high-
profile brand names, and such companies need to protect their 
reputation by implementing comprehensive supply chain labour 
standard management systems. 
 
Breaches of core labour standards can potentially limit a 
company’s access to markets. Legislation pending in the US 
could restrict the import and sale of products manufactured under 
conditions that breach such standards. Conversely a reputation 
for managing supply chain labour standards well can create 
customer loyalty and bring competitive advantage.  
 
What companies should do 
Companies need to communicate clearly to suppliers that poor 
labour standards in their supply chains are unacceptable. They 
also need a robust monitoring and auditing system to identify 
problems and a system to remedy non-compliance. Such systems 
should target areas of highest risk. Current best practice 
emphasises the importance of training and capacity building so 
that suppliers understand the benefits of implementing a code of 
conduct. 
 
Crucially, companies should ensure that their procurement 
practices do not result in suppliers resorting to labour standard 
breaches. For example, if suppliers are pressured to reduce costs 
to unrealistically low levels, they may attempt to block the 
formation of trade unions from fear that collective bargaining 
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will result in wage increases. And given unrealistic order-
completion deadlines, suppliers are more likely to force workers 
into over-long hours.  
 
Companies should also be aware of specific issues concerning 
products and countries from which they source. For example, 
child labour is a well-documented problem in the cocoa supply 
chain in West Africa. If initiatives exist to combat a particular 
problem, such as the International Cocoa Initiative to combat use 
of child labour, companies should consider joining these.  
 
Those companies that are aware of sectors where breaches of 
core labour standards generally occur have a better chance of 
systematically managing risks. They can also support labour 
standards in their supply chains by guaranteeing long-term orders 
to suppliers that support freedom of association and collective 
bargaining rights.  
 
Transparency 
NGOs have for many years been pushing companies to report 
publicly on certain supply chain issues. Transparency reduces the 
likelihood of a company becoming the target of a campaign. If 
NGOs see that a company has effective policies and systems in 
place they are more likely to focus their attentions elsewhere. 
 
Different sectors vary in the extent to which companies have 
developed effective supply chain policies, management systems 
and reporting. Only in the food and drug retail, general retail, 
leisure goods, personal goods, and technology hardware and 
equipment sectors has EIRIS found evidence of any companies - 
at most, 5% - managing the issue well. In all sectors the majority 
of companies appear to have no, or only limited, supply chain 
policies or management systems.3 
 

8 



What investors can do 
Investors can identify companies at risk of core labour standard 
breaches in their supply chain by looking at products sourced and 
countries sourced from. They can engage with companies to find 
out whether they have a policy for managing this issue and how 
comprehensive their implementation systems are. They can 
encourage companies to adopt more rigorous policies and 
systems and to report on them in more depth. 
 
Investors can engage with companies on a one-to-one basis or 
collaboratively. Signatories to the UN Principles for Responsible 
Investment can join collaborative engagements through the PRI 
Clearinghouse.4 EIRIS is also able to assist asset owners and 
managers with engagement. 
 
Dawn McLaren is Head of Consumer Goods &  Services and 
US Research at EIRIS (www.eiris.org) and specialises in 
labour standards research. 
 
Notes 
1. The Sour Taste of Pineapple: How an Expanding Export Industry 

Undermines Workers and Their Communities, International Labor Rights 
Forum, 2008, www.laborrights.org. 

2. See Vulnerable Migrant Workers: The Responsibil ity of Business, ECCR, 
2009, www.eccr.org.uk. 

3. EIRIS’s research on this issue also covers the food production, household 
goods, mobile telecommunications, and tobacco sectors. 

4. www.unpri.org.  
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The Ethical Trading I nitiative: 
‘work conditions still poor ’  
Daphne Norden  

 
 
Millions of people around the world who produce goods for the 
UK market endure inadequate and sometimes shocking 
workplace conditions, especially in low-income countries. More 
than 12 million adults worldwide are forced to work as slaves in 
all but name. An estimated 218 million children aged between 5 
and 17 work to support their families – 120 million of them full 
time - losing their chance of education. 5,000 people die every 
day from work-related accidents or disease. 
 
Long hours are the norm for most of the world’ s workers. Many 
adults’  wages are inadequate to feed their families. Women and 
minority groups often have access to only the lowest paid jobs, 
while many workers can be laid off whenever it suits employers. 
Millions have no protection against workplace abuse, and people 
lose their jobs – even their lives - for attempting to join a trade 
union or improve working conditions.  
 
To address these injustices, the Ethical Trading Initiative (ETI) 
was established to help companies improve conditions in their 
global supply chains. Supported by the UK Department for 
International Development, the ETI is an alliance of companies, 
trade unions and non-governmental organisations. 
 
Base Code 
The ETI defines ethical trade as trade in which retailers, brands 
and suppliers ‘ take responsibility for improving the working 
conditions of the people who make the products they 
sell’ .1 Member companies adopt its Base Code, whose nine main 
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principles derive from International Labour Organisation 
standards:  
 
·  Employment is freely chosen.  
·  Freedom of association and the right to collective bargaining 

are respected.  
·  Working conditions are safe and hygienic.  
·  Child labour is not used.  

·  Living wages are paid.  
·  Working hours are not excessive.  
·  No discrimination is practised.  

·  Regular employment is provided.  
·  There is no harsh or inhumane treatment. 
 
Companies must report annually on their own and suppliers’  
efforts to implement the Code and results achieved at farm or 
factory level. The ETI makes validation visits, and its Board 
reviews the reports. Companies must improve performance over 
time, and those that fail to progress are disciplined. 
 
Shar ing exper ience and raising awareness 
Central to the ETI’s approach is sharing experience. It runs 
projects and working groups, holds roundtables, develops 
training and resources, and provides practical tools for 
companies. It supports initiatives overseas to raise workers© 
awareness of their rights and helps them negotiate with 
management. And it works with governments and international 
labour agencies to inf luence policy and legislation. 
 
To obtain reliable information about supply chain conditions, 
and to contribute to progress, the ETI enters into alliances with 
NGOs working locally.  
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Impact 
At its tenth anniversary in 2008 the ETI assessed its impact. 
Among achievements it identified were building a critical mass 
of 52 corporate members with a combined turnover of more than 
£107 bn, bringing real benefits to people around the world in 
terms of improved workplace health and safety conditions and 
reduced use of child labour, and training hundreds of ethical 
trade managers and staff. 
 
It also reported brokering negotiations between workers, unions 
and companies in countries such as Bangladesh and Turkey; 
helping lead the alliance that resulted in the UK’s Gangmasters 
Licensing Act; and supporting bodies such as the National 
Homeworker Group in India, which has helped 15,000 
homeworkers in Uttar Pradesh gain access to state-provided 
healthcare, accident insurance and credit. 
 
The ETI has developed guidelines to enable companies to 
identify ‘hidden’  homeworkers, smallholders, migrant and 
temporary workers and help them improve their lives. It has 
lobbied the UK government to include consideration of workers’  
rights in public sector procurement - much of it from overseas – 
and is working with the NHS Purchasing and Supply Agency to 
develop an ethical procurement policy.  
 
L imitations 
However, the ETI admits that its efforts ‘have not been good 
enough to arrest an alarming decline in real wages around the 
world’  or to address ‘excessive working hours and the growth in 
vulnerable employment relationships’ . An ETI-commissioned 
study of its impacts in the garment industry noted that casual and 
informal workers had benefited only marginally and found little 
progress in areas such as discrimination and harassment.2 
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The ETI’s effectiveness has also been questioned when member 
companies are found to be exploiting workers in their supply 
chains – such as when Tesco broke its pledge to improve pay and 
working conditions of South African fruit pickers. The NGO 
Labour Behind the Label has argued that some companies sign 
up to the ETI’s commitments but do not try to take them 
forward. 
 
New strategy 
The ETI’s strategy for 2009-12 recognises that ‘conditions for 
most workers in global supply chains remain poor’  and are now 
threatened by the global economic crisis. It has undertaken to 
tackle ‘ root causes of poor working conditions’  in six key areas: 
promoting good workplaces; payment of living wages; 
integrating ethics into core business practices; tackling 
workplace discrimination; focusing improvements on the most 
vulnerable workers; and improving audit practice.  
 
The ETI also believes that we all have a role. It encourages 
people to apply consumer pressure by, for example, checking  
which companies they deal with are members and questioning 
companies about their supply chains. Its website offers as a 
starting point ‘Ten questions to ask retailers’ . 
 
Sr Daphne Norden of the Society of Catholic Medical 
Missionaries is an ECCR Board member. 
 
Notes 
1. Quotations in this article are from the ETI website, www.ethicaltrade.org. 
2. Institute of Development Studies, University of Sussex, The ETI Code of 

Labour Practice: Do Workers Really Benefit?, 2006.  
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Protecting UK workers employed by 
gangmasters 
Krisnah Poinasamy 

 
 
In July, Oxfam released Turning the Tide, a report on how best to 
protect workers employed by gangmasters (labour providers).1 

The report evaluates the current protection afforded to workers in 
the industries regulated by the Gangmasters Licensing Authority 
(GLA) at a time when gangmasters increasingly turn to 
exploitation as they strive to cut their costs.  
 
Significant impact  
In the Morecambe Bay tragedy of 2004, 23 Chinese cockle 
pickers drowned due to the negligence of their gangmaster. This 
brought to light the grim reality for workers who, largely 
unknown to consumers, survive on what can only be described as 
poverty wages. In the aftermath, the UK government created the 
GLA to license and regulate gangmasters in f ive areas of the 
economy: agriculture, forestry, horticulture, shellfish gathering, 
and food processing and packaging.  
 
Oxfam’s recent report concludes that the licensing regime has 
had a signif icant impact on the industries that are regulated by it, 
and exploitation has certainly been reduced. The GLA has 
developed into an effective and responsive organisation, which 
works well with employers. Organisations working with 
vulnerable workers are also particularly appreciative of the 
GLA’s approach, which places priority on maintaining workers’  
livelihoods. 
 
However, exploitation of workers continues to exist in the 
regulated sectors, both by licensed gangmasters and by those 
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operating without a licence. Oxfam’s research uncovered 
evidence of underpayment of wages, excessive deductions and 
continued links between gangmasters and workers’  
accommodation. The revocation of a number of licences after 
reports of severe exploitation suggests that the GLA requires 
greater resources to ensure that standards are adhered to by all 
licence-holders.  
 
The appearance of ‘phoenix’  companies (where the assets of one 
limited company are moved to another legal entity) further 
suggests that the GLA has been unable to fully deter rogue 
gangmasters.  
 
Oxfam also found evidence that gangmasters were increasingly 
operating in poorly regulated sectors beyond the remit of the 
GLA – in particular, in construction, hospitality and social care. 
Indeed, what were found to be exceptions in the GLA’s field of 
operation are often the ‘norm’  in these sectors, such as piece-rate 
wages taking cleaners’  pay below the minimum wage, and 
spurious and excessive deductions for health and safety 
equipment and transport. Evidence of tied accommodation was 
also common, with workers facing losing their job if they leave 
their accommodation and vice versa. 
 
Self-regulation 
Despite problems in eradicating the very worst exploitation, the 
GLA’s licensing model has considerably improved standards in 
sectors within its remit and helped to create a more level playing 
field for gangmasters.  
 
Most gangmasters do not want to be tarred with the same brush 
as the exploitative few, and in a recent independent survey some 
79% of gangmasters were in favour of licensing. There are also a 
growing number of labour providers who voluntarily undertake 

15 



independent audits and share them with those they supply via the 
Supplier Ethical Data Exchange (SEDEX).  
 
The licensing regime has had a positive effect in promoting self-
regulation, and this is aided by the GLA’s track record of 
intervention short of licence revocation to ensure that standards 
are complied with. The GLA also uses publicity effectively to 
deter exploitation, warning gangmasters, labour users and 
retailers of the consequences of non-compliance and raising 
awareness among workers. The GLA’s emphasis on raising 
standards, rather than disrupting supply chains or reducing 
employment opportunities, has seen it gain the support of major 
supermarkets in a recent protocol. 
 
The role of companies  
Oxfam’s report highlights the role of supermarkets in creating 
price pressure, which causes labour users down the supply chain 
to use the cheapest labour, which is therefore most likely to be 
exploited. There are examples of exploitative gangmasters 
supplying some of the UK’ s biggest companies, who in turn 
supply major supermarkets.  
 
The effectiveness of the GLA, and its ability to combat worker 
exploitation, is therefore inextricably linked to the purchasing 
practices of supermarkets, which place immense pressure on 
buyers to squeeze suppliers’  margins. The GLA notes that 
licensing represents a solution focused on outcomes rather than 
causes and therefore will not address underlying factors that 
contribute to worker exploitation. Inevitably, the price-based 
competition fostered by supermarkets will impact upon the 
workplace lower down the supply chain. 
 
The support of the supermarkets was vital in the creation of the 
GLA. It is therefore imperative that companies maintain their 
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commitment and support an improvement in the GLA’s powers 
to ensure exploitative practices are eradicated. Oxfam would also 
urge other companies that increasingly use gangmaster labour at 
the end of their supply chains to move forward with the same 
ethical approach taken by the supermarkets and join in calling for 
the extension of the licensing model to all areas in which 
gangmaster labour is used.  
 
With the recession causing gangmasters to increasingly turn to 
exploitation as they strive to cut their costs, the need for effective 
enforcement could not be greater.2  

 
Krisnah Poinasamy is Labour Rights and Migration Policy 
Officer for UK Poverty at Oxfam. 
 
Notes 
1. Oxfam works globally to overcome poverty and suffering, and this includes 

working in the UK, where 13 mill ion people live in poverty. A key area  
for Oxfam in the UK is working with other organisations to try to improve 
the position of vulnerably employed people.  

2. Oxfam’s report, Turning the Tide, is available at www.oxfam.org.uk/
resources/policy/trade/turning-the-tide.html 

 
 

Redeeming the market? ECCR West 
Midlands Group event  
Barbara Hayes 

 
 
Redemption requires sacrif ice but leads to jubilee, to jubilation. 
This was the message of Rev. John Johansen-Berg at the end of 
ECCR West Midlands’  public meeting Redeeming the Market? 
in Birmingham in May 2009. John was involved in bringing a 
shareholder resolution to Shell in the anti-apartheid days and has 
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been involved in justice and peace ever since. The meeting was 
attended by 34 people drawn from a range of church networks 
across the West Midlands and also from companies and the local 
authority.  
 
Bonus culture 
Rev. Patrick Gerard, an ECCR member and former British Gas 
executive, spoke of the impact of the bonus culture on company 
relationships and behaviour. The shift from a long-term incentive 
scheme to greater emphasis on the short term had various 
outcomes. Both opportunities and problems are deferred if they 
don©t affect the current year. Real dialogue and communication 
suffer. Corporate culture is weakened, and objectives such as 
environmental issues are squeezed unless they are included in 
personal targets.  
 
The bonus culture creates a short-term outlook. An addiction to 
money as a bonus rise, rather than its monetary value, becomes 
the measure of success and status. From this follows a loss of 
understanding of the true position of the company. All these 
were evident in the banking crisis. Excessive levels of executive 
pay raise the questions, For whose benefit is the company run? 
For the common good or for individual prof it? 
 
Role of shareholders 
Shareholder value has been the apparent measure of corporate 
success for some years, and Professor Chris Mallin spoke of the 
evolving role of shareholders. Since 1963 the 54% of shares held 
by individuals has fallen to 13%. Insurance and companies’  
shareholdings have risen to 15% and 13% respectively. Overseas 
investment as a proportion of UK shareholdings has risen from 
7% to 40%. From the early 1990s various codes have looked to 
institutional shareholders to inf luence company behaviour 
through dialogue and mutually agreed objectives.  
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The review of the Institutional Shareholders© Committee 
Statement of Principles encouraged engagement rather than 
activism and recommended that corporate governance issues be 
part of the investment process. The level of voting at AGMs has 
increased to over 60%, but resolutions at AGMs are limited in 
scope, and in 2007 the Shareholder Voting Working Group 
report showed that 25% of the votes were, in any case, lost in the 
voting process.  
 
Common good 
Discussion followed before John reflected on the event. An 
economy for the common good was a key theme, and there was 
some encouragement that companies have not disengaged from 
corporate responsibility. The challenges to ECCR are to respond 
to the changing pattern of shareholding and to help people 
engage with what can be very complex ideas and issues. 
 
ECCR West Midlands will continue to meet on a regular basis 
and can now invite a wider group to its meetings. If you©re in the 
area, please get in touch!  
 
Barbara Hayes (cigb@birmingham.anglican.org) chaired 
ECCR’s Board 2001-5 and now chairs ECCR West Midlands. 
 
 
News from ECCR continued from page 4. 
 
Planning the next phase of ECCR’s work  
Members and partners interested in contributing ideas to ECCR’s 
planning for 2010-13 are invited to contact Miles Litvinoff 
(miles.litvinoff@eccr.org.uk, tel. 020 8965 9682). There will 
also be opportunities to comment at the Members Annual 
Meeting and via our annual consultation questionnaire in 
December and January.  
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Tax reform at the hear t of corporate 
responsibility 
David McNair 

 
 
Few of us enjoy parting with our hard-earned money. But paying 
tax is both a social responsibility and means of cementing the 
social contract between state and citizen. If we want a society 
where we can enjoy a stable political system, the rule of law, 
roads, healthcare and education, then these services must be paid 
for. Tax is our contribution. 
 
Developing country deficits 
We in richer countries take state services for granted, but 
developing countries regularly suffer from huge deficits in 
funding and are unable to provide essential services. As a result, 
governments frequently get into debt and are crippled by loan 
repayments or become dependent on aid. 
 
In the short term, these external sources of finance, coupled with 
the activities of philanthropists and non-governmental 
organisations, provide essential services to the poorest and most 
vulnerable. But in the long term, this can undermine the ability 
of the state to provide services and the will of citizens to demand 
political representation. 
 
Where governments are not dependent on their citizens for 
revenue, but instead rely on resource rents or external aid flows, 
we have seen again and again how they have little or no interest 
in serving the people. 
 
The MPs’  expenses scandal in the UK has focused minds on the 
way tax can be wasted. Yet because tax revenue is a public good, 
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we have a say in how it is spent. Citizens can speak out against 
such irresponsibility, and the government will have to listen. 
 
Tax as development finance 
Christian Aid believes tax is the best and most sustainable source 
of development finance. Governments have the sovereign right 
to tax economic activity that occurs on their shores – and it is up 
to the people, through the government, to decide the tax rate and 
how that tax is spent. 
 
The capacity of developing countries to tax effectively is 
frequently weak. While OECD countries on average raise 35% of 
their GDP in tax, countries in Latin America raise an average of 
just 17%. In sub-Saharan Africa the average is lower, 15%. 
However, the difficulty of raising taxes in developing countries 
is further undermined by the international tax environment.  
 
A view has taken hold that minimising tax payments is logical, 
regardless of the social consequences. But the social 
consequences are great. In its report Death and Taxes: The true 
toll of tax dodging, Christian Aid estimates that developing 
countries lose $160 bn each year due to profit shifting by 
multinational companies: around one and a half times the global 
aid budget. If this money were available to allocate according to 
current spending patterns, the increased investment in healthcare 
could save the lives of 350,000 children each year. 
 
Companies can manipulate prices of exports and imports – 
sometimes inf lating, sometimes deflating prices - to dodge tax 
and launder money, and for other business reasons. Regardless of 
the motivation, there is almost always a tax consequence. This 
abuse of the so-called ‘ transfer pricing’  system is facilitated by 
financial secrecy in tax havens and a lack of transparency in the 
way companies account for their profits. 
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Currently, listed multinationals account on a global consolidated 
basis. This means that revenue authorities cannot identify where 
real profits are made and whether the taxes paid in a country 
reflect the amount of money made within that country. This 
leaves the system open to abuse. 
 
International accounting standard 
Christian Aid is calling for a new international accounting 
standard to require companies to declare names of their 
operations, profits and tax payments in each country where they 
operate. This would allow revenue authorities in developing and 
developed countries to identify potential cases of profit shifting 
that are worthy of further investigation. Such a country-by-
country reporting standard is now being considered by the 
OECD and supported by the UK government. 
 
Country-by-country reporting would not only assist revenue 
authorities in pursuing transfer pricing abuse. It would also equip 
investors with a much more nuanced understanding of financial 
risk, including tax risk, by highlighting where companies are 
operating and the nature and profitability of their activities in 
each location. 
 
For this standard to be implemented, the independent 
International Accounting Standards Board (IASB) would first 
need to produce a draft for consultation. At present the IASB 
considers stakeholders in this information to be limited to 
investors and providers of capital. The investor community not 
only has an interest in this standard being implemented from an 
ethical and business perspective but has significant inf luence 
over the implementation process. 
 
Christian Aid is calling on investors to raise the proposal with 
professional bodies, with the Big Four accountancy firms, and 
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with the IASB itself by writing to its Chairman, Sir David 
Tweedie, requesting the IASB to consider a country-by-country 
reporting standard for all sectors and geographical regions. 
Contact details can be found at www.iasb.org. 
 
Tax infor mation shar ing 
Secondly, a new global agreement on the automatic sharing of 
tax information would equip revenue authorities with 
information on companies and individuals who are harbouring 
money offshore.  
 
Significant progress has taken place at the G20, with promises to 
end financial secrecy in tax havens. Initial commitments relied 
on an arbitrary 12 bilateral tax information exchange agreements. 
These frequently exclude developing countries and have proven 
ineffective because their ‘on request’  nature requires a state to 
know exactly what they are looking for before they can access 
information. However, indications are that this is the start rather 
than the end of the process.  
 
Christian Aid is now working to influence the process to ensure 
developing countries can benefit from such reforms. If 
information on tax havens is not automatically shared with 
developing countries through an effective multilateral agreement, 
the risk is that rich countries will protect their income streams 
and leave developing countries again without the means to 
charter their own economic development. We are calling on 
investors and those managing trusts to support this measure by 
writing to UK Chancellor Alistair Darling requesting that he 
pursue at the G20 a new global agreement on information 
exchange that is automatic rather than ‘on request’ . 
 
Dr David McNair (DMcNair@christian-aid.org) is Senior 
Economic Justice Adviser at Christian Aid. To find out more 
about Christian Aid’s work on tax, visit www.christian-
aid.org.uk/tax. 
 

 



 ECCR’s mission statement: 
 
The Ecumenical Council for Corporate Responsibility works 
for justice in and through economic structures and for 
responsible stewardship of the earth and its resources. 
 
ECCR contributes to the Kingdom-oriented mission of the 
British and Irish churches to establish wholeness in society. 
 
ECCR’s work reflects the principles that faith communities 
and their members have a responsibility to: 
 
·  encourage companies to adopt and maintain the highest 

standards of corporate responsibility in all aspects of 
their business, and express concern when they do not; 

·  uphold these same high standards through responsible 
investment and use of their own resources. 

 
ECCR’s strategic objectives: 
 
1. To influence the policies and practice of companies, 

particularly those based in Britain and Ireland. 
2. To work with others to develop international co-operation 

in the corporate responsibility and responsible 
investment movements.  

3. To foster corporate responsibility and responsible 
investment within the economic life of the Church 
through education and awareness raising. 

4. To strengthen ECCR’s own membership and 
organisational base. 

 
ECCR encourages the way of dialogue with companies 
and their workforces, and with communities and groups 
affected by companies’ operations, wherever possible. 


