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Abstract

This case study focuses on the efforts undertaken by Engro, a chemical manufacturing and marketing
corporation, to improve occupational health and safety standards in their core business practice. The rights to
health and the enjoyment of just and favorable conditions of work - including safe and healthy working
conditions - are recognized by international human rights treaties. Thus, efforts to implement these rights
directly contribute to the advancement of Global Compact Principle 1: businesses should support and respect
the protection of internationally proclaimed human rights. This case study examines the implementation of
new health and safety standards (the so-called DuPont Best Practices) aimed at improving the health and
safety of Engro’s employees. Particular focus will be on the implementation of the new standards into the
day-to-day behavior of employees.

! NB: Appendices and figures are available for this case study in the online version, found here:

http:/ /www.unglobalcompact.org/data/ungc_case_story_resoutrces/doc/62830564-6560-4EB9-8D11-
49030DOFDOFO.pdf
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1. Company Profile

Engro Chemical Pakistan Limited (Engro) is based Pakistan and primarily focuses on the
manufacturing and marketing of fertilizer. Its airfertilizer manufacturing site is situated in Dednan

the province of Sindh. Engro was established whexon (Esso until 1978) divested its business in
1991. The employees of Exxon Chemical Pakistaniteoindecided to buy out Exxon’s share and
renamed it Engro, which stands for “Energy for Gitoiv At the time of writing, Engro is expanding it
production capacity of urea through the creatioraafew plant in Daharki which will be the world’s
biggest single train ammonia-urea complex upon detigm. The company expects to reach a capacity
of around 2.3 MMETUrea per annum by mid-2010. Engro has 130 managesngrioyees and 350 non-
management staff at the plant in Daharki. Thesebmumare expected to increase to 195 management
and 555 non-management before new projects cononisgi at the enlarged plant. In addition, Engro
employs 72 contractors and around 5000 contracioy@es on a daily basis. The latter number will
decrease to around 1000 — 1200 as the plant eatensars completion.

The commitment to health and safety is an exppaeitt of the core values stated in Engro’s corporate
responsibility report. A corporate health, safety and environment (H&&hmittee has been in place
since 2004. This committee has been headed bgdhwany president, Asad Umar, as the DuPont
assessment suggested that a commitment to saéetigh land environment would have to come from the
very top of the company. There is also a sectemfichted to the safety of the manufacturing sikgeded

by a safety unit manager and staffed with a sesédety engineer, a process safety engineer, aysafet
supervisor and a safety technician. These fivpleeare exclusively employed to improve Engro’sbaf
and report to the health, safety and environmemtager. Safe Operating Committees at the divisional
level entrench commitment to these values througtieuhierarchy of Engro (see Appendix 1 for furthe
information on safety organization). Since 2004g® has won awards by the National Forum for
Environment and Health on an annual bésis.

Engro has been a participant of the Global Compaxte June 2006 and thus committed itself under
Principle 1 tosupport and respect the protection of internatigrabclaimed human right3.he rights to
health and the enjoyment of just and favorable itmms$ of work are part of these rights as they are
recognized in a number of international human sgdieaties. The right to work explicitly includes,
among other things, the right to safe and healtbykimg conditions, and so Engro’s efforts to improv
the health and safety standards at their planfudisein line with a commitment to support and resp
internationally proclaimed human rights.

2. Improving Health and Safety — From Initial Audit to Implementation

In 2000, Engro decided to update its health andtgatandards. The standards in place at Engitreat
time dated from the 1980s. They had been adoptexizon after the disaster at the Union Carbide
pesticide plant in the Indian city of Bhopal. THesaster was later found to have been caused by
substandard safety procedures. Even after Engranieindependent in 1991, until 1998, Exxon experts
were called in every two years to audit Engro’sltheend safety procedures in line with Exxon stadda

3 http://www.engro.com/about _engro/core values/index.php. In this report Engro also affirms its commitment to
environmental protection which will not be focus of this case study however.

4 NFEH 1st award 30 June 2004; NFEH 2nd award 30 June 2005; NFEH 3rd award 25 July 2006; NFEH 4th award 4
July 2007; NFEH 5th award 2 July 2008; NFEH 6th award 9 July 2009. For further information on the National Forum
for Environment and Health see www.nfeh.org.

5See, for instance, Universal Declaration of Human Rights Articles 23 and 25(1), International Covenant on Economic, Social and
Cultural Rights Articles 7 (b) and 12.




The decision in 2000 to bring Engro’s health antetyastandards up to international standards was
motivated by the perception that both existing déads at the company and laws and regulations in
Pakistan were inadequate to prevent injuries oarensmployee health and safety at the Engro plamt.
particular, existing standards as well as localslavere identified as lacking the behavioral asmpect
safety. As the company believes that it will talecades until local laws and regulations will match
international best practices, the decision wasnakego beyond local laws and consult international
sources.

The main hazards employees are exposed to at Bngtbe risks of large-scale ammonia gas or ctdorin
gas release, as well as fires and explosions cdyyshygdrogen handling at the ammonia plant. Thaama
type of injuries workers experienced were cuts landses, as well as, to a lesser degree, fracands
burns. It was hoped that these injuries coulddakiced through the implementation of internatignall
recognized best practices. In the same year,pgregident of the company Zafar Ahmad Khan decided t
have the existing safety standards examined byahgpany DuPont. A first audit was carried out by
DuPont in which the company practices were benckedawith DuPont’s best practices.

(a) Initial Findings

The first report noted that particular problems evier the area dbehavior safety (relating to the day-to-
day behavior of employees), as Engro’s existingtgatandards mainly focused processsafety (i.e.
technology and equipment related aspects of saf@gjh behavior and process safety were foundeto b
at the lower end of DuPont’s best practices. Thiisal report has been described by Engro managemen
as an “eye opener.” In the following months, tladety professionals (those individuals in charge of
safety inside the company) presented the findingbe top management in order to achieve approval t
align Engro with the health and safety standardeldped by DuPont. Approval of the management was
given in 2003 and an audit conducted to establistbaseline.

(b) Changing Processes — Incident Analysis and Lealtidgators

Incident analysis has been an important part of@vipng process safety (i.e. technology and equigmen
related aspects of safety). Initially, safety desits are declared and classified according torisgve-or
severe incidents, team investigations are carrietd oThe investigation protocol then covers the
identification of the primary or root cause of theident and analyses which PSRM (Process Safety Ri
Management) element was violated. In order to davoecurrence of the incident, specific
recommendations are generated, and the qualityeoihtident report is assessed by the Incident Repo
Review Committee (IRRC). This Committee is heatlgdhe departmental managers, and the review
takes place on a quarter-yearly basis. Twice &, \@eaetailed incident analysis is carried out by t
safety section and discussed in Safe Operationsn@ittee meetings headed by the general manager of
the plant. The general manager then reports lmattletVice-President of the company.

Another important concept introduced by DuPont wesconcept of “leading indicators” — rather than
just generating recommendations and reports dfeeotcurrence of accidents (“lagging indicatorg”s
considered crucial for an effective safety strategglso pro-actively identify risks and developusions

to minimize risks before accidents happen. In otherds, a forward, rather than a backward-looking
way to develop safety leading indicators is recomnmuiesl.

In the process of identifying leading indicatoragEo management, among others, benefited frommgadi
the Baker panel report written to investigate théety culture and management systems at BP North
America in the aftermath of the Texas City Refinesplosion on 23 March 2005. The Baker panel



report was released on 16 January 2007, and theipal finding was that BP management had not
sufficiently distinguished between occupational h@e&oral) safety and process safety. Engro
management found this report very helpful in depiglg their leading indicators in particular in theea

of process safety.

(c) Changing Behavior — Towards Greater IndependenceResponsibility

The main challenge in implementing the new starsl@s concerned the training of employees as the
day-to-day behavior of employees has had to beedltindamentally in some areas. One main aspect
has been the introduction of self-audit: DuPomtoituced the idea that individual workers should be
encouraged to consciously carry out audits of #fetg of their own work on a day-to-day basis. fSel
audit is based on the idea that in order to effettiimprove safety, workers have to be encouraged
take greater responsibility for their own behavibr.general, DuPont behavioral standards aim hieze
independence and ultimately interdependence of everkin other words, the aim is to first achievatt
workers do not have to be monitored continuously etasure safety procedures are followed
(independence). The next stage will then be to@rage workers not only to take responsibility thogir

own actions, but also to watch out for and helpvookers as needed (interdependence). The undgrlyin
rationale of the DuPont model is that it will leadincreased efficiency of safety standards if veoskare

not only prevented from doing the wrong thing, actively seek to do the right thing and thus pesiti
contribute to safety.

(d) Setting Objectives

To motivate employees to take such increased redjility, safety objectives or goals are set foctea
employee, from management to non-management. Tigsetives vary depending on the position of the
employee inside the company. So for instance, gemsaare given a target injury rate to achievéairt
division, whilst individual workers are asked tovdlp action plans how to achieve this target. abn
annual basis, a review of the objectives takesepland the HSE performance of each employee is
included in their annual appraisal. Safety pertomoe is thus a factor taken into account when
promotions (or dismissals) are decided upon. Tmual appraisals of non-management employees are
based on reports by their supervising managers.

There are also reward and recognition programstware based upon HSE performance. Employees
may, for instance, be awarded certificates or wecaiaterial safety rewards like watches. In additi
“emergency squad awards” have recently been intedlgcurrently in the range of 2500-3000 rupees).

(e) Training

In order to train employees in improved process lzgtthvior safety, DuPont experts carry out clagaroo
teaching for those employees considered as critnzeds (i.e. managers, unit managers, section heads)
who have the role of imparting the training dowe time. Classroom trainings are also organized for
newcomers (as soon as a sizeable number of newsdrasraccumulated). Furthermore, Engro runs a
program for the safety training of employees, tlwshimportant component of which is the so-callbd “
level committee” (i.e. a committee at shop floord® which meets once a week for two hours (inaigdi
contractors and day workers). In each sessiomusésons on mandatory safety topics and any HSE
related issues are held.

There is a complete program on the safety manadgeofi@ontractors, and the Process Safety and Risk
Management ratings as well as the Personnel SafetyManagement ratings specifically include the
safety of contractors (see Appendices 5 and 6)foAther employees, the contracts of contractors



include reward and penalty clauses and the ratingpotractors encompasses their safety performance.
So Engro is committed to having contractor safetyaopar with its company safety, and workers and
contractors of all levels of the company belondtievel safety committees and thus play a partitan s
safety

Per year, approximately 18,000 man-hours are iadeist such training. The HSE committee headed by
the company president Asad Umar meets each quartivelop HSE strategies and set targets fordutur
performance. All managers and line organizatioisquenel have to do two management safety audits per
month in which they visit the plant, meet workersl aestablish contact with them to discuss unsafe
behavior and situations at the shop floor levehe$e internal audits are not announced beforehaahd a
are based on training done by DuPont. In additmrnhese safety audits, company executives also
sporadically carry out safety visits.

(H External Monitoring

Apart from the DuPont external audits, which takece every two years, various other forms of extern
safety monitoring take place in addition to Engraiernal monitoring. On an annual basis, the
Government of Pakistan Ministry of Industries amdd®ction checks the safety of the boilers. Twidce
year (lasting for around two to three days eacle}jrthe site is assessed for compliance with 1IS@390
ISO-14001, OSHAS-18000 and SA-8000 standards bytaadfrom SGS Pakistan. The insurance
auditor of Marsh International examines the plaithwegard to stringent safety criteria once evérge
years. In 2009, the British Safety Council wa®asked to audit the environment management system
against a 5-star audit program.

3. Analyses

The reason Engro decided to align their systemh e DuPont management system was that this
particular system is known among petrochemical cowgs as the “gold standard” and was perceived as
the most efficient system available in order touaainjury. As DuPont generally expects a traositi
period of four to five years to be necessary fohaworal patterns of employees to be changed
effectively, no conclusive numbers are availabletgdestify to a reduction in injury numbers. Hoyer,
serious injury rates in 2007 and 2008 were lowantm 2005 and 2006 (see Appendix 3) — they were
reduced from fourteen injuries in 2005 and seventegj@iries in 2006 (including LWI) to seven injusién
2007 and four injuries in 2008 (including LWI). &Mact that the number of first aid injuries wept u
during that period is considered as a positive ldgweent as it means that injuries are capturedfiasta

aid stage. Compliance with behavioral managemafiettys audits increased from 57% in early 2006 to
between 98-100% in 2008/2009 (see Appendix 2).aBehal safety audit compliance went up from 53%
in 2006 to 95% in 2009 (see Appendix 4). DuPomtitasuhave also found a general improvement in all
areas (e.g. management commitment, safety poliecgpative safety personnel, line organization,
progressive motivation) since 2003. The overadirage of performance according to DuPont ratings ha
risen from 1.4 (out of 5) in 2003 to 3.1 (out of iB)2008 (see Appendix 6). Process safety and risk
management ratings have gone up from an averageOoin 2003 to an average of ~3.9 (4.0 being
“excellent”) in 2009 (see Appendix 5).

Engro management has further reported a visiblengdhan the factory climate and reported that
employees seem to generally take health and safetg seriously than before 2003. Engro has affirme

¢ For more information see http://www.britsafe.org/audit/index.aspx




its commitment to further train employees and mamithanges and hopes to be able to report improved
numbers in the coming years.

4. Lessons Learned and Challenges Ahead

The implementation of improved working conditioresmot had any adverse financial effects — on the
contrary, Engro has continued to increase profits @hieve growth for stakeholders (see Appendix 7)
Presently, Engro does not have any data availabléhe® exact financial benefits of increased safety;
however, Engro management has affirmed their ctiomi¢hat the cost of accident is very high and tha
increased safety pays off not only for employeddsfdmthe company as a whole. Engro is planninddo
further work to quantify these benefits in the fetu

The main lesson learned throughout the alignmemh wWie new standards has been that a positive
approach to safety which engages workers and tedbbken to take responsibility for their actionsigre
effective than mere “policing” of employee behaviétngro management have said that they experienced
the first audits by an external company as “eyenomf and found them to give valuable new
perspectives on problem areas. Both managerial remmdmanagerial staff have reported that the
introduction of improved safety standards has mdy bad a positive impact on their job, but thatyth
have shared the learning benefits with their sppumed families. The emphasis on safety finds
expression in the following slogans which were sitteth by employees as part of a slogan competition
organized by Engro in 2009 This slogan competition takes place on an anbasis and encourages
employees to submit slogans on issues related fetysand the environment. Even though it was
established before the introduction of DuPont hwsictices, it has since gained in importance and
prominence in the company.

An important lesson has been that behavior hasetehanged over the medium and long run, as
entrenched unsafe behavior will not be eradicatesl might. However, it is believed that through
education and training, a thorough change in thekwaulture — such as to increase individual
responsibility — can be achieved and will be suasiale in the long run. Engro further commits #t$el
continuously re-assess performance and plansde séandards over time.

The immediate challenges ahead perceived by Engrthat the safety department should play less and
less of a role in monitoring as the line organmatshould take more of a lead. This will be neass®
move to the next stage as described above, the stafjnterdependence” where employees take up
responsibility not only for their own behavior batso for others around them. The culture of
responsibility has to “trickle down” and employee=d to further internalize the new standardsordier

to do this, Engro plans to continue weekly classrdeaching, as well as to monitor developments of
standards globally to continually keep up to datth wnprovements. Employees feel that networking
and benchmarking with the best practices acrosswihrdd is the most efficient way to continuously
improve safety, and there is a strong convictiat thwill be possible to completely prevent aljurnes

in the future.

Engro considers the changes undertaken at its atargplicable by other companies. A recommendatio
to other companies planning to improve their heatil safety procedures would be to undertake plant
visits to other companies which are already opagadit higher standards as this may help managers to

7 Examples of some of the submitted slogans are available in the online version of this case study, found here:
http:/ /www.unglobalcompact.org/Issues/human_rights/Tools_and_Guidance_Matetials.html



better understand new processes more quickly. fMhig reduce the period it takes to implement new
standards.



