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I ntroduction

The Play Fair a the Olympics Campaign (PFOC) has urged ‘sportswear companies and the

International Olympic Committee (I0C) to bring about an industry-wide solution to the abuse
and exploitation of workers in global sportswear supply chains'.*

In the six-month run-up to the Olympic Games (March 2004 — August 2004), the campaign
organisers? estimate that at a sub-national level, 500 local events (i.e., demonstrations, protest
actions, picket lines, etc.) had taken place. This contributed to extensive coverage on
television, radio, and in the press. In addition, more than 500,000 people signed a petition in
support of the campaign. While these activities were aimed at informing the public about
working conditions, they were helpful in placing pressure ‘upon those companies that have
done too little to meet their incumbent responsibilities’.

Toward this aim, seven companies — Asics, Fila, Kappa, Lotto, Mizuno, Puma, and Umbro
— were highlighted during the international public campaign.

During the PFOC, these sportswear companies were lobbied in an effort to force them to
address widespread exploitation and abuse of workersin their supply-chains. This report’sam
is to present an accurate reflection of the various activities and interactions that took place until
some two months after the Olympic Games ended. The report will also indicate the steps that
have been undertaken by the PFOC highlighted companies.

The Playfair aliance also approached the International Olympic Committee (I0C) and the
World Federation of Sporting Goods Industries (WFSGI). Their response is analysed in
separate reports.”

Most of the information compiled in this report is comprised of written sources (e.g., letters
and emails) with a focus on the correspondence that occurred between the highlighted
companies and the campaign partners. Additional materia includes: press sources, hewspaper
evaluations written by the campaign allies, press releases, and items from various company
websites. Each highlighted company has been given the opportunity to review and comment on
its chapter. Factual errors were corrected in the text.

This report is divided into four sections:

Part 1 commences with the reasons why the PFOC highlighted the seven companies in
question.

Part 2 provides a brief market overview of the position that the highlighted companies
occupy within the sportswear market.

Part 3 summarises how and when the highlighted companies responded to the PFOC.
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Part 4 summarises the recommendations made by the PFOC in respect of the sector and
looks at these companies response to these. At the end of this section a number of
specified steps are indicated that the Playfair Alliance would like these companies to
take.

The appendixes detail individual company’s responses to the recommendations of the
campaign. This is the mgjor part of the document and it focuses primarily on the
exchange of letters and emails between the companies and the PFOC lobby team. Each
highlighted company has been given the opportunity to review and comment on its
chapter and factual errors were corrected in the text,
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1. Selection of the Highlighted Companies

Over the last 15 years, most international anti-sweatshop campaigning concerning the
sportswear industry has focussed on Nike, Reebok, and Adidas. In response to the various
campaigns, these companies have taken some steps to implement some changes in their
policies and practices aimed at creating labour rights improvements. For example, they
declared their commitment to the principle of respecting workers' rights to join and form trade
unions and they began to co-operate with various international monitoring and verification
initiatives. In a handful of factories, Nike, Reebok, and Adidas have responded positively to
international campaign pressure and have supported the establishment of independent and
democratic unions. They have aso established managerial systems, which have resulted in
some (albeit very limited) improvements in compliance with core labour standards for all
workers in their respective subcontracting chains. Unacceptable abuses of workers human
rights are still commonplace in factories producing for Nike, Reebok, and Adidas and much
more needs to be done, but these companies have at least begun to take the issue serioudly.

In contrast, well known brand names such as those highlighted in our campaign— Asics, Fila,
Kappa, Lotto, Mizuno, Pumaand Umbro — have often managed to escape the same levels
of scrutiny of sweatshop conditions that Nike, Reebok and Adidas have been subjected to, even
though the labour practices in the supply chains of these smaller brands are very similar to
those of the larger brands. In fact, they often use the same suppliers. As revealed in the Play
Fair at the Olympics Report,® released at the start of the PFOC, workplace conditions of these
smaller brands are no different from those of the larger brands. However, these smaller
companies have taken far fewer steps, if any, to improve their labour standards records.

The failure of these companies to take the issue serioudly has contributed to a lack of progress
on labour standards in the sector. That was one important reason why the PFOC decided to
focus on these smaller brands. When it comes to improving labour rights, most companies have
thus far been extremely wary of moving too far ahead of the rest of the industry for fear of
losing competitiveness. The sportswear industry is also characterised by the fact that factories
and informal supply chain networks commonly supply a variety of buyers. As a consegquence,
as more buyers begin to demand respect for workers rights, the greater the incentive for
factories to comply. That is why the PFOC decided to emphasise the role of some of the
smaller companies in the sportswear and athletic footwear industry.

A second important reason was the decision that led to a call for a sector-wide approach to
address endemic problems in the sportswear industry. Companies were encouraged to join the
efforts of trade unions and other concerned organisations in an agenda that promotes the rights
of workers to join and form trade unions, which supersedes the limits of the current compliance
model, and ensures an ongoing dialogue between the main companies in the sector via a
sectoral framework agreement with the International Textile, Garment and Leather Workers
Federation’.® This proposal does not exclude Nike, Reebok, and Adidas of course, but the
decison to highlight a number of smaller brand sportswear companies was motivated by the
belief that only an industry-wide approach would produce sustainable improvements for
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workers. The idea is that an industrywide approach would ‘...simplify the management of
industrial relations by establishing a single set of standards on labour practice applicable in
supplier firms with multiple customers’.”

When, at the end of 2002, preparations for the PFOC were begun, these seven companies were
labelled as ‘B brands’. This status reflected not only their secondary status in the sportswear
sector, where Nike, Reebok and Adidas take up the lion share of the market (see part 2 below),
but also reflected their secondary status in their efforts to counteract labour violations in their
supply chains. On the basis of these two criteria, seven companies were selected as companies
to be highlighted during the campaign

However, there was aso an arbitrary element involved in selecting these seven companies,
and, in fact, any number of other branded sportswear companies would have easily fulfilled the
above criteria as well. For example, New Balance, Keds, Vans, and Hi-Tech each control a
small percentage of the sportswear market and none of them have taken any significant steps
toward improving their labour records. As a matter of fact, much consideration was given to
highlighting New Balance, but it was evertualy removed from the list of highlighted
companies for lack of new research material that could be highlighted in the final Play Fair
report.

By contrast, Puma’s inclusion as one of the seven highlighted companies became the subject of
some discussion. The company was an obvious choice in the early phases of PFOC
preparations because at that time Puma was already the subject of widespread international

campaigning in support of workers at the Matamoros Garment factory in Mexico. 8 After this
case, howewer, in the course of 2003, Puma began to respond to some of the calls of the various
campaign groups. For instance, they announced their willingness to engage with the German
Clean Clothes Campaign (CCC) concerning pilot projects in Asia and initiated labour rights
training programmes by various Hong Kong-based labour groups in the factories of its Chinese
suppliers. In addition, they also joined the FLA. On balance though, it was felt Puma needed to
do more, especialy on purchasing practices, and therefore they were included.

There was a so discussion about whether to include the athletic footwear supplier Yue Yuenin
the campaign. As the world's largest footwear producer, responsible for producing one out of
every six sneakers for over 30 different brands, the company must become an important
participant in a sector-wide approach if this initiative is to be successful. Plus, with the
exception of Nike, the company’s net profits are larger than any single sourcing company in
the sportswear industry.

The other Asian company that various groups suggested for scrutiny by the international anti-
sweatshop campaign was the supply chain management company Li & Fung. This company is
one of the world's largest buying houses, functioning as a supply chain manager for numerous
apparel brands, including Kappa. Perhaps the most remarkable fact is that, although both Yue
Yuen and Li & Fung are largely unfamiliar to the general public, their net profits actually
exceed those of the brands discussed in this report. These two companies represent the
increasing power of Asian Transnational Corporations (TNCs) within the global supply chains
of the sportswear industry. Instead of making profits from marketing and distributing branded
sportswear, they prefer to produce for consumer markets elsewhere. Their increased hegemony
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cals into question some of the presumed power dynamics within the globa supply chains of
sportswear where sourcing corporations are often the most powerful players who ultimately
can dictate terms to the presumed weaker suppliers.” Although both companies were included
in a background report, it was finaly decided to highlight only companies known to
consumers. 10

Nike, Reebok and Adidas were not featured in the international PFOC campaign aong with the
seven highlighted companies; instead, they were lobbied with regard to their purchasing
practices. This part of the campaign focussed on pressuring these companies to bring their
sourcing practices (prices, delivery schedules, relationships with suppliers, etc.) in line with
their commitments to core labour standards in their own codes of conduct. These companies
were also lobbied to join a sector-wide programme.

However, on a national level, the various national campaign groups were advised to choose
from among the seven highlighted companies; but if none of these companies were involved in
supplying their respective national Olympic teams, they were free to highlight other sportswear
companies as well as retailers that sell sportswear. As a result, in Canada, Roots was
highlighted because they were a supplier to the Canadian national Olympic team; the Belgian
groups approached Adidas; while French anti-sweatshop groups put the spotlight on Intersport
and Decathlon. However, national groups were advised to campaign around more than one
single company to support the idea of a sector approach and to include at least one of the seven
aforementioned companies.

N.B. this report focuses principally on the responses of the seven highlighted companies. Only
occasionally are references made to other brands.

2. Market Overview

This section offers a brief summary of the market positions of the seven highlighted
companies.!! The total worth of the athletic apparel and footwear market is estimated at over
US $58 hillion — of which the sportswear apparel sector (US $41.5 hillion) forms a much
larger part than the athletic footwear sector (US $17.05 billion).

World-wide, the athletic footwear market is worth US $17.012 hillion wholesale. While at the
retail level, it is valued at some US $25 billion. As figures 1 and 2 show, most sportswear is
sold in the US and EU.
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Figures1 and 2
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Nike, Adidas, and Reebok comprise approximately 15% of the athletic apparel market. Nike is
the dominant company in athletic apparel, with about a 7% market share globally. Meanwhile,
Fila, Puma, and Umbro each comprise approximately 1% of market share, while Mizuno
represents approximately 0.5%. The other brands included in this report — Asics, Mizuno,
Lotto and Kappa — represent less than 0.5% of market share.

In the athletic footwear sector, Nike, Reebok, and Adidas have the lion's share of the

wholesadle market; together controlling approximately 58% of this $17 billion market. Asics,
Fila, Kappa, Lotto, Mizuno, Puma, and Umbro each comprise somewhere between 1% to
5% of the total global athletic footwear market. Other substantial brands not included among
the highlighted companies in this campaign but with more than 1% of world market share
include New Balance, Keds, Vans, Sketchers, LA Gear, and Hi Tech.

Table 1. Global Market Share 2002 of Nike, Reebok and Adidas — Internationa
Summary Table:

Athletic Apparel Athletic Footwear

Nike 7.3% 32.1
Adidas 5.0% 165
Reebok 2.5% 9.1

Top 20 348 92.24

Source: Sporting Goods Intelligence 2003
*estimate
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Table 2. Global Market Share 2002 of Highlighted Companies — International Summary

Athletic Apparel Athletic Footwear

Adcs 0.8% 3.84%
Fila 12% 2.66%
Kappa 0.3%* 1.0% *
Lotto 0.2%* 0.64%
Mizuno 0.5% 1.38%
Puma 1.0% 5.30%
Umbro 1.0% 1.0%*
Combined 5% 15.82%

Source: Sporting Goods Intelligence, 2003
*estimate

From these figures, one can conclude that the athletic footwear market is significantly more
concentrated than the athletic apparel industry. The 20 largest companies in the athletic
footwear industry represent over 92% of the global wholesale market. The seven highlighted
companies jointly comprise nearly 16% of the world market share. Together with Nike,
Reebok, and Adidas, these companies comprise 73% of the branded athletic footwear market.

The 20 largest athletic apparel represent approximately only 35% of the global wholesale
market. The highlighted companies plus Nike, Reebok and Adidas represent approximately
only 20% of the market. In other words, the athletic apparel market is more fragmented than
the athletic footwear business.

3. Response of the Highlighted Companiesto the Campaign

The Play Fair campaign’s aim was to pressure sportswear companies to change their business
practices in order to improve working conditions. However, this implied that companies would
take the recommendations made by Play Fair campaign seriously and enter into negotiations
about how to achieve these improvements. In this chapter, we will present an overview of how
the highlighted companies actually responded to the allegations in the Play Fair report and the
subsequent campaign pressure.*? As we will discuss, some companies responded quickly while
others only responded after sustained campaign pressure. There were three moments in
particular that were important in tracing the reactions to the campaign by the various
companies:

(1) The launch of the Play Fair report,
(2) thefirst (official) follow-up letter, and,

10
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(3) the sectoral meeting convened at the ILO.
Each of these specific occasions generated (written) reactions from the highlighted companies.

These three instances were further supplemented by ongoing actions that included petitions,
street actions, media-actions and picketing, aimed at individua companies, which added its
own dynamic to how companies reacted. In this section, we ignore how the companies
responded to the substance of the campaign. This will be the topic of the next section.

3.1 Reaction to the Play Fair report

The campaign commenced with the joint launch of the Play Fair report by Oxfam, Global
Unions (ICFTU and ITGLWF), and the CCC in a large number of countries. The report
emphasises labour abuses in the sportswear industry, with a particularly strong focus on the
seven highlighted companies. It is based on research undertaken in six important sportswear-
producing countries (Indonesia, Cambodia, Turkey, China, Thailand, and Bulgaria), which
involved 186 interviews with workers and 10 representatives of sportswear companies during
the period August 2003 — January 2004. The report further highlights the discrepancy between
labour abuses and the Olympic ideal of respect for human dignity as outlined in the Olympic
Charter and ends with a number of recommendations to the sportswear industry. (This is
covered in the section * Aims of the campaign’).

All of the companies named in the report received an advance copy prior to the campaign
launch. In an accompanying letter, the companies were informed that the campaign was urging:

sportswear companies and the International Olympic Committee (I0C) to bring about an industry-wide
solution to the abuse and exploitation of workers in global sportswear supply chains. In particular, the
campaign aims to place particular pressure upon those sportswear companies that have done too little to
meet their incumbent responsibilities.™®

After drawing attention to the obstacles that prevent significant improvements in working
conditions in sportswear supply chains from being realised, 1* the letter recommended that the
sourcing companies take the following action:

develop and implement a credible labour practices policy (which) call(s) for suppliers and their sub-
contractors to respect internationally recognised labour standards.”®

... change their purchasing practices so that they do not lead to workers exploitation (adding further that)
...Prices need to be made fair, deadlines redlistic, and labour standards made as important a criteria as
price, time, and quality.’®

work with each other and in co-operation with trade union and other organisations and adopt a sector-

wide approach to addressing the problems outlined in this report in order to effect genuine change in the
labour practices of these shared suppliers.*’

The letter declared a readiness on the part of the campaign partners ‘to discuss the measures
that should be taken to resolve these issues .*®

11
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Three companies accepted this invitation: Asics, Puma, and Mizuno responded with an
officia letter to the PFOC within the first month. Puma was the first company to react. In a
letter on March 3 the company recognised that the report had been ‘well researched’ and the
campaign objectives ‘clearly stated’. Furthermore it declared its readiness to use the documents
as part of the existing constructive dialogue between the respective organisations.*® Reiner
Hengstmann, Puma’s Global Head of Environmental & Social Affairs, further stated that
Puma had also previously entered into a dialogue with the Clean Clothes Campaign and was
‘looking forward to speaking with members of Oxfam and Globa Unions in a smilar,
productive manner’.%° Then on March 10, 2004, a response was received from Tetsuo Hayashi,
Senior Managing Director and Representative Director who is in charge of Asics code of
conduct. His letter stated that Asics were ‘carefully and exactly [examining] the report... and
had already started a fact finding process, which they hoped to complete as soon as possible’ . %!
The company further expressed the wish to discuss this matter directly with the campaign
organisers.?* Although in an official letter Masato Mizuno, President of Mizuno Corporation,
requested more time to undertake interna investigations, but expressed willingness to meet
with the PFOC.%

Some companies responded more informally or indirectly. Lotto contacted Tim Connor
(Oxfam Australia), who had been in contact with Lotto in relation to the PT Busana Prima
Global case, requesting the names of the specific production sites mentioned in the report.
Umbro released a press statement stating that the company welcomed the Oxfam Olympic
report and was taking its content very seriously indeed.?* When asked by a journalist, Fila UK
informed the press that they were studying the report. Only Kappa failed to respond to the
initial campaign launch and the first letter.

3.2 Reactionsto the follow-up letter

After one month of campaigning, three out of the seven companies had reacted in a more or
less constructive way to the campaign. A process of dialogue with Puma, Asics, and Mizuno
was now underway and several meetings between these companies and the campaign
organisers took place in April. The companies which failed to reply to the first letter officialy
— Kappa, Lotto, Umbro and Fila — received a second, follow -up letter reminding them that

consumers world-wide took the issue of human rights violations in sportswear production extremely
seriously, and had been known to express thisin many different ways to the brands concerned?®

The letters urged each company to start communicating with the organisations involved in the
Play Fair at the Olympics campaign and with their consumers immediately. Otherwise there
would be no other alternative but to communicate the company’s lack of response to the media
and the wider public and call upon respective affiliates and networks to support the PFOC in
this effort. 2°

The threat of more actions and negative publicity, sufficiently motivated three companies to
respond. Basicnet, the company that designs and sells Kappa, formally acknowledged

12
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receiving the second letter on April 26, 2004. Kappa responded by claiming they had never
received the first letter or the Play Fair Report.?” The campaign alies responded by sending
the company a copy of a receipt of a TNT courier who had confirmed successful delivery of
the first letter and the report to the same address. Furthermore, Kappa's response was silent
apropos the issues raised by the PFOC. Meanwhile, Gianni Lorenzato, Executive Vice-
President & Chief Finance & Operations Officer of Lotto Sport Italia stated that he had ‘been
reading very carefully the report’?®, Umbro's Chief Executive Officer Peter McGuigan
responded on May 11 initially apologising for the delay in responding.?® McGuigan claimed
that he took the issue very seriously within Umbro and recognised the need to strengthen the
company’s procedures .3® The PFOC was well over two months underway, and Filaremained
the only company that not had responded directly to the PFOC organisers.

3.3 Reaction to increased campaigning

The company that did not respond at al (Fila) and the companies who responded in what was
considered to be an inadequate manner (Umbro, Kappa, and Lotto) became the subject of
increased campaigning. This was stepped up once the second |etter was drafted. In some cases,
this campaign pressure was directed at the licensees — e.g., companies that demanded the right
to sell their branded products within a particular market. In two cases, this provoked rather
strong reactions. In Australia, Craig Reidy, Managing Director of SM Brands — which sells
Fila products in Australia — wrote that he took ‘this matter very serioudy’. Reidy advised the
PFOC organisers that ‘[w]hile we are a relatively small business we ensure that any
manufacturers we use are complying with that code of conduct’.3! After stating that SM Brands
actively traded with only a very limited number of factories, S& M Brands requested the names
of the factories mentioned that were producing on behaf of SM Brands which the PFOC
believed were ignoring Fila's policy. The PFOC in Austraia were assured that he would
personally investigate and advise regarding the situation.®? The PFOC responded to S&M
Brands that it hoped that the company would pass on to Fila headquarters the ‘extreme
disappointment’ the company still refuses to engage in dialogue on this issue on labour rights
in the sportswear industry. 33

In the case of Umbro, the Norwegian affiliate of the ICFTU, LO Norway, managed to generate
alot of campaign pressure on Scantrade, a company which has a license to operate in Norway
and Denmark on behaf of Umbro. The company met with Norway representatives of the
PFOC and passed this campaign concern on to Umbro.®* According to Labour behind the
Label (UK chapter of CCC), extensive media coverage in Norway was instrumental in Umbro
making its first move towards the PFOC.*®

Another method to increase pressure on the companies was organising speaker tours, which
meant inviting workers employed by the highlighted companies to directly inform the public
about working conditions in the factories that supply the aforementioned brands. In the UK, a
tour was organised in co-operation with Neneng, an Indonesian worker employed by a factory
that represents Umbro’s biggest Indonesian supplier. Noi Pongkhwa and Yong Jaikla, two
workers from Thailand who had once worked in the (notorious) Bed and Bath Prestige
factory™ which used to supply Fila, Umbro, Nike and Adidas, did the same in Austraia

13
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Such tours can often generate a lot of media attention because they give journalists the chance
to record ‘first-hand’ experiences. Umbro decided to meet with Neneng on June 10 to
investigate discrepancies between Neneng's testimony and the observations made by Umbro’'s
representatives. By this time, however, Umbro was in the process of addressing the PFOC's
recommendations more constructively. It must be noted that the worker speaking tours and
related campaign activities occurred just prior to Umbro’s decision to float its shares on the
London Stock Market and just prior to the beginning of the European soccer championships.
The company was confronted with a lot of publicity in the (UK) press, which linked its
flotation to the efforts of the PFOC. The Sunday Times concluded that for Umbro, this
campaign ‘could not [have] come at aworse time' .3 Thisis particularly notable because earlier
campaigns to pressure Umbro had never met with any noticeable response from the company.

3.4 Sector-wide meeting on May 25

In April and May of 2004, the highlighted companies were lobbied to attend a ‘sectoral’
meeting, convened as an informal consultation session on May 25 at the ILO offices in
Geneva. This meeting was to address the concerns raised by the PFOC. The campaign alies
presented a specific Programme of Work for the sportswear sector ‘from Athens to Beijing' .3
The programme calls for the full respect for freedom of association including detailed guidance
for suppliers and the signing of sectoral framework agreements, company-based and industry-
wide actions to effectively align code standards, compliance programmes and business
practices, and an expanded and more active role for the 1LO.*° The recommendations and
suggestions that had been formulated in the earlier Play Fair report had now effectively
crystallised.

Besides the highlighted companies, representatives of the IOC, the WFSGI, the US-based
Sporting Goods Manufacturers Association, the Fair Labor Association (FLA), and key CSR
staff from Reebok, Adidas, and Nike were aso invited.

Four of the highlighted companies were represented at the meeting: Puma, Asics, Mizuno, and
Umbro. For the campaign organisers, their presence at the meeting was an important
indication of how serious these companies were about addressing the issues that had been
raised. At this meeting, the campaign allies presented a proposed industry-wide ‘ Programme of
Work’ which sought to operationalise those recommendations formulated earlier in various
policy documents and in the Play Fair report.

3.5 Further Campaigning

The companies that failed to attend this meeting were targeted for a new round of campaign
activities. One way this was accomplished was by rotating some of these companies on the
PFOC website. Here the public could petition three or four of the highlighted sportswear
companies at atime via email and request that they take action with respect to workers' rights.
By rotating the companies in this way, the PFOC created another tool to specifically pressure
the companies that were, for example, less responsive to the earlier PFOC efforts. At the same
time, those companies which had responded more positively were given a less prominent place
on the website.

14
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In the first six weeks, over 100,000 signatures were received world-wide (i.e., action cards,
petition signatures, and protest emails).*® Asics was reportedly ‘shocked” by the number of
emails it received. When Lotto was ultimately prioritised for the email targeting actions, it
replied publicly by stating that they were ‘very much concerned and ... paying extreme
attention to the prevention of such regrettable occurrences, which are actually giving a negative
image of our company’.** Of course, the website targeting strategy was just one of many
actions that occurred to increase the pressure on the companies. Demonstrations and actions in
front of shops and offices, street theatre, trade union protests, aternative torch relays (that
mirrored the carrying of the Olympic torch), and speaking tours featuring various workers in a
number of countries were some of the other methods through which pressure was increased. 42
These actions often received wide media coverage.

The trandation of the Play Fair report into Italian and its placement on the Italian PFOC
website further increased the pressure on Fila, Lotto, and Kappa, dl three of which have
significant market shares in Italy. In July Lotto agreed to a future meeting with Italian PFOC
representatives. By the end of the month, Kappa had also decided it was prepared to start a
dialogue with our organisations,*®

Meanwhile, Belgian and Thai campaigners visited the Fila offices in Ostend, Belgium where
they demanded that Fila respond to the PFOC’s demands. Fila staff promised to request that
their managing director raise the issue with Fila International. Meanwhile, John Sweeney,
President of the American Federation of Labour and Congress of Industrial Organizations
(AFL-CIO), wrote a letter on behaf of the PFOC ur ging Fila to ‘adhere to the Internationa
Labour Organization’s four core labour standards and further expressed a hope ‘to meet with
you in the next few weeks to discuss these issues .** This triggered a response from Filaon
June 28, when their dief marketing officer, Robert W. Erb wrote: ‘Please do no take our
absence at your Play Fair meetings as an indication that we do not take this matter seriously’.4°
The letter continued to state that Fila had just undergone a ‘complete transition of ownership
and management’ and was now in a process of reviewing its entire business, ‘including the
revision and/or termination of third-party-licensing and distribution agreements .*® Moreover,
he ensured that campaigners that Fila was in full support of freedom of association and the
elimination of forced labour, child labour, and discrimination in respect of employment.*’ The
company also declared their readiness to meet with the PFOC at our earliest convenience.*®

4. Reactionsto the PFOC’s Propositions

This section will first discuss how the companies responded to the investigations into workers

rights abuses revedled in the Play Fair report, followed by a discussion of how they responded
to the three main sets of recommendations made by the PFOC to counteract labour violations.

4.1 Data on working conditions included in the Play Fair report
The Play Fair report reveals numerous cases of sweatshop conditions in the factories that

supply one of the highlighted companies. To give a few examples, workers in a factory that
produces for Mizuno and Kappareported that they were prevented from resigning during peak
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production periods by the management’s withholding of unpaid wages (ranging from two
weeks to two months pay).*® In two Chinese factories producing for Umbro, workers
complained that they were often forced to work a seven-day working week during peak season.
In one factory, employees worked an average of 120 hours of overtime during the month of
October 2003 — three times above what Chinese labour law allows.>

The PFOC organisers decided to protect the identities of the workers who had testified about
working conditions in the factories that supply the highlighted companies and were featured in
the Play Fair report. The report also did not disclose the specific rames of factories where
violations were observed; instead these factories were referred to by letters. The rationale was
‘to avoid jeopardising their business relationships with the companies they supply, as well asto
protect their workers from undue negative consequences .>! This was the PFOC's strategy to
prevent companies from engaging in ‘cut and run’ actions or, in other words, abandoning
factories that were being highlighted. Factory names were only disclosed after the workers had
aready been involved in significant public campaigning in the past to improve working
conditions in their workplace and only after they had been consulted and agreed to have the
names of their factories disclosed. 2

It is important to note that the PFOC organisers saw these factories as mere examples of
continuing, widespread, and endemic occurrences of labour abuses within the globa supply
chains of the highlighted companies. The goal is to persuade companies to adopt a preactive
approach and undertake systemic improvements throughout their entire supply chains to
prevent these abuses from happening in the first place. Remedial action with regard to a few
individual cases would therefore not be enough. The companies, in their responses, nonetheless
often requested the idertity of the specific factory described or even attempted to the identity
the factories themselves.

Puma argued that the anonymous nature of the comments contained within the report made
following-up a considerable task. °* Moreover, the company was initially sceptical of some of
the PFOC' s findings in relation to Puma’s sourcing activities. Mizuno put considerable effort
into confirming the reality of factory “N”, one of its suppliers in China where workers testified
that they were forced to work 78 hours of overtime per day without a day off. Umbro too
requested identification of the relevant factories referred to in the report so that remedial action
might be taken.>* Later, in a meeting with the campaign representatives, Umbro challenged
some of the findings of the Play Fair report and made clear that it had conducted its own
investigation in one of the Indonesian factories mentioned. >°

Asics started a fact finding process®® but its managers were unable to identify factory ‘D’, an

Indonesian supplier where workers reported being forced to work for as long as 24 consecutive
hours during export periods. The company suggested that this could be the result of counterfeit
production. Meanwhile, the PFOC maintained that factory ‘D’ probably represented a case of
unauthorised subcontracting. The other company which was concerned that it may have been
wrongfully accused was Lotto. After the company requested the names of the factories in
Turkey ‘so that we can intervene' °’ it went on to argue that these factories might be engaged in
counterfeit production. In an angry reaction to the PFOC’s unwillingness to identify the name
of the factories, Lotto declared its astonishment at ‘the lightness [with which the PFOC]
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treat[s] such highly sensible argument[s].® The PFOC responded to Lotto (and to the other
companies that requested specific factory names) that ‘the cases mentioned in the report were
there as examples and gave an indication of wider problems, and that Lotto might start by
undertaking credible investigations and enter into serious dialogue about improvements with
local stakeholders, suppliers, and the workers making their products with any given supplier in
Turkey, China, or Indonesia today’.>°

It remains unclear whether Kappaand Filaundertook any effortsto reveal the specific
identities of the factories named in the report.

4.2 Three sets of recommendations

In the preceding section, we discussed how the highlighted companies responded to the
campaign pressure and how long it took for them to enter into negotiations with the PFOC
organisers. After al, the main objective of the PFOC was to make some rea progress in
addressing the problems that lead to poor working conditions.

At the most general level, the PFOC aimed to ‘...push sportswear and athletic footwear
companiezoi nto taking identifiable and concrete measures to eliminate the exploitation and
abuses...’

This broad aim was trandated into three sets of recommendations. The first emphasised the
need to develop an industry-wide approach to collaborate with trade unions and appropriate
NGOs. The second acknowledged the necessity to develop and implement credible labour
practices policies at company level; the third addressed the need to integrate purchasing issues
fully into ethical sourcing policies These recommendations were first described in the Play Fair
report and further made operational in a document caled: ‘From Athens to Beijing - a
Programme of Work for the Sportswear Industry’ (see appendix). This document, which was
first proposed to the sports brands at the informal consultation session convened by the ILO on
May 25, 2004, clarifies what is expected from the sector, from individual companies, and from
the ILO in coming period running up to the Beijing Olympic Games in 2008.

4.3 First set of recommendations: Participation in a sector-wide approach

The first set of recommendations focussed on getting the key players in the sportswear industry
to work together at the sectoral level and to carry out, in co-operation with appropriate trade
unions and NGOs, a comprehensive, far-reaching programme for improvements in the sector.
By proposing a sectoral approach, the Play Fair campaign identified the need to merge a
plethora of unilatera initiatives into a more coherent, collaborative, and unified direction.

This recommendation was central to the Programme of Work, which calls upon the industry to
‘substantially increase activities which promote freedom of association and collective
bargaining, as well as participate in international social dialogue’ (1.1).°* Elements of this
approach include the provison of clear guidance on what is expected from suppliers
concerning compliance with the standards on freedom of association and collective bargaining
and what constitutes appropriate consultative and representative mechanisms, increased
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training and workers exchange programmes. Much of this would be included in a formal
international framework agreement for the sector between the ITGLWF (International Textile
Garment Leather Workers Federation) and the WFSGI (World Federation of the Sporting
Goods Industries), (1.2.).%? which also acknowledged the need for action to be taken at both
company-based and industry wide levels and ‘in co-operation with relevant stakeholders to
ensure large-scale, credible and effective code implementation’ (2.1). The document ends with
acal for ‘amore active role for the ILO in code implementation and verification’ (2.2). 6

A number of the highlighted companies reacted positively to this call for a sector-wide
approach: Asics accepted the need to work as a whole industry and expected ‘the World
Federation of Sporting Goods Industries to take the initiative for that’.®* Positive reactions for a
sector-wide approach also arrived from Mizuno and Puma. The latter argued that the
purchasing practices of the ‘nonbrand’” companies undercut the efforts made by a ‘very few
more progressive companies and shared the PFOC’ s objective to explore ‘how the rest of the
industry might be brought on board'. ®

Puma declared its willingness to co-operate with NGOs in establishing training projects on
labour issues and was ‘open to any dialogue with organisation[s| representing workers to
identify possible ways of collaboration’.%6 The company was open to sharing its experiences
with other members of the WFSGI.®” And acknowledged the need for industry-wide projects
such as that proposed with the ILO to be approached on an industry-wide basis, e.g., via the
WFSGI or FLA’.®

Umbro also declared its readiness to work with others within the industry and the WFSGI to
ensure that collective issues were addressed by the sector as a whole, ® whilst expressing
doubts about the workability of a sectoral approach unless a critical mass of companies agreed
to co-operate. Umbro offered to co-operate with the ITGLWF on this issue in order to create
space for a social dialogue.”® Umbro and the UK PFOC group agreed to meet on a quarterly
basis to update on progress and discuss ways forward.”* Lotto also recognised the importance
of a sectoral approach.

Kappaand Fila, on the other hand, have failed to respond in any meaningful way to the
aforementioned recommendations.

4.4. Second set of recommendations. Establishment of credible labour
compliance policies at company level

The second set of recommendations urges sportswear companies to develop and implement a
credible labour-practice policy, whereby suppliers and their sub-contractors respect
internationally recognised labour standards'.”® With this recommendation, the PFOC seeks to
push individual companies into alignment with (what constitutes today) ‘best practice’ in
labour standards and implementation programmes. Amongst other things, this is based on a
worker-centred approach to improving the existing mechanisms for implementing codes of
conduct, including appropriate investigations and remediation programmes. In addition,
companies are caled upon to prioritise the activities which promote freedom of association,
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collective bargaining, and credible worker representation, and facilitate a substantial increase
in worker training and exchange programmes.

Companies responded in a variety of ways to this set of recommendations.

In the meetings, Umbro argued with PFOC representatives that it was aiming to have ‘leading
industry practice with its code of conduct compliance’.”# Nonetheless, the company agreed to
assess (i) how it can best ensure that workers become more central to the compliance
monitoring process and, (ii) how to ensure that freedom of association is better respected. The
company agreed to further discussion with Indonesian labour rights organisations and
workers,”and to dialogue with the ITGLWF on the issue of freedom of association. A similar
reaction to the recommendations made by the PFOC arrived from Puma. The company
clamed that it had already developed a strong internal approach (through its S.A.F.E.
programme) to support the further development, implementation, and monitoring of
compliance with Puma’s code.”® Nevertheless, the company agreed to do more work on
developing credible workplace investigations, complaints procedures, and ways to engage with
local stakeholders. The company also met with Indonesian groups, and meetings are scheduled
with the Bulgarian and Turkish groups. Puma has already worked with Hong Kong based
groups.

Mizuno established a CSR committee in the weeks after the campaign launch. Asics set up a
global compliance team as of April 1, 2004. In a letter, Mizuno admitted that in the past, the
company may have made some mistakes on the labour condition control of our suppliers but
that they were making every effort to develop a CSR programme in order to improve the
situation.”” The company stated that they were developing a labour -practice policy and
planning to appoint severa managers to take responsibility for CSR. Moreover, to assure
compliance with all the applicable laws, rules, regulations, and requirements, Mizuno had also
introduced an ‘ oath system’ whereby each supplier was required to sign its ‘letter of trust’ It
was a so working on a compliance checklist.

Asics aso indicated that its monitoring and compliance system was sub-par and argued that the
focus of its corporate social responsibility programme would extend to workers rights and the
environment.”® A Compliance Committee was now responsible for developing implementation
and monitoring systems and it had established a ‘factory management guide and check sheet’. "
Asics and Mizuno both pointed out that they were looking into monitoring systems that would
optimise compliance. In addition, although somewhat indecisively, both companies have made
the first steps towards engaging local stakeholders in improving the level of workplace

investigations.

In a meeting with campaign representatives, Fila argued that they have little control over
suppliers or licensees since labour clauses had not been included in the contracts. By
completely restructuring the company, Fila management had every intention to regain control
over the company, its product, the supply chain, and the means by which merchandise is
manufactured under the Fila Label, including the global adoption of a standard of engagement
for the selection of factories.® |otto asserted it had adopted a General Sourcing Policy in
2001, although the PFOC doubted its existence prior to the campaign. The company has yet to
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respond to these criticisms. Kappa has to date not responded to any calls to improve its labour
policy.

45 Third set of recommendations. Integration of purchasing issues with
ethical sourcing policies.

A third set of recommendations urged the companies to *...change their purchasing practices
so that they do not lead to workers exploitation, with prices being made fair, deadlines
realistic, and labour standards given the same status as price, time, and quality.®* In other
words, sourcing companies were urged to address the conflicting logic of simultaneously
pursuing lower prices and shorter delivery times whilst at the same time pursuing compliance
with labour standards. (For an overview of these recommendations, see page 66 of the Play
Fair at the Olympics Report).

Two companies responded. Umbro's view is that the lack of integration between ethical
commitments and purchasing practices is not an issue in its business because the company has
to plan its kit production at least one year in advance.®? A similar reply came from Puma,
which told the PFOC that it aimed to build longterm strategic partnerships with suppliers and
that 95% of the company’s required capacity was placed a year in advance.® It further stated
that in discussions about a suppliers capacity to meet Puma's orders, working conditions are
taken into account. Nevertheless, the company was aware of the problem and conceded that it
would be useful to consider developing standards related to ethical purchasing practices for
itself and the sector as a whole. Puma agreed to share their thoughts on this with the PFOC,2*
and to this end research was currently being undertaken on the connection between successful
code implementation and purchasing practices.®

The issue of purchasing practices is aso raised in the Programme of Work. Here the PFOC
cals upon the industry to undertake an investigation jointly with the ILO with a view to
publishing a set of recommendations in relation to lead time and schedules, unit prices,
capacity planning and their impact on working conditions .2® The Fair Labor Association
(FLA) indicated that they would support the realisation of such a study.

4.6 Therole of the World Federation of the Sporting Goods Industries

The presence of the WFSGI at this meeting and its role during the campaign requires some
explanation. The WFSGI is a trade association that was founded n 1978 ‘to promote the
world's sporting activities, to standardise the size of equipment and the rules of sport, to
improve the standards of quality for sporting goods and to promote fair trade in sporting goods
internationally’. In 1997, a Committee on Ethics and Fair Trade (CEFT) developed a Moddl
Code of Conduct, which was ‘designed as a model for companies committed to ensuring that
their operations satisfy the highest ethical standard in the global marketplace’ .2’

This code was criticised by trade unions for (i) being presented only as a recommendation to
member companies who were only encouraged to use the model code as a guideline in the
drawing up of their own codes. This implies not only that there would be no independent
monitoring and sanction system in place, but aso that members could just opt for a code
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containing weaker standards; (ii) tending to diminish the importance of international accepted
standards by referring to ‘different legal, economic, socia and cultural environments', and (iii)
employing ambiguous words and an imprecise terminology in its provisions, resulting thereby
in weaker standards.®®

The disapproval of this code as expressed by various NGOs and trade unions prompted the
WFSGI to revise it in 2000. It now states that ‘these Principles are based on the internationa
labour standards outlined in the relevant Conventions of the International Labour
Organization’. It was further amended to include collective bargaining as well as an extra
sentence to the paragraph on wages. A paragraph was also added to the verification section,
which encourages members to ‘establish their own international management systems to
monitor the standards outlined in their own code of conduct and to implement action plans for
continuous improvements in factory working conditions as well as to have factories monitored
by appropriately qualified external third party organisers .8 However, no further actions to put
these into actua effect have been undertaken by the WFSGI since these amendments were
added.

The above criticism of the WFSGI explains why campaign organisers had rather low
expectations of the WFSGI prior to the launch of the campaign. In addition, the WFSGI
remains primarily a trade association with no real power over its membership. The WFSGI had
not been highlighted specificaly in the campaign or the research report. However, in the
course of the campaign it turned out that the WFSGI’'s role was more significant than the
organisers had envisaged. There are three main reasons for this:

1. A number of the highlighted companies (Asics, Mizuno, and Lotto) saw the
WFSGI as the organisation that should take the initiative for the sectoral approach.

2. As the campaign developed, the recommendation for a sectora approach was
extended to include a proposal that an international sectoral framework agreement
be negotiated between the ITGLWF and the WFSGI. (See pat 1 of the
recommendations).

3. The WFSGI did respond fairly positively to the recommendations by agreeing to
enter into dialogue with the PFOC organisers. André Gorgemans, Secretary General
of the WFSGI, first requested the informal consultation meeting which took place at
the headquarters of the ILO in Geneva on May 25, 2004. The WFSGI indicated at
that time their willingness to examine the issues raised by the campaign. Thisled to
an internal discussion and exchange of information and an effort to consult its
membership in order to better understand the particular resource problems of small-
and medium-sized companies, which become embroiled in workers' rights issues.®

Significantly at the Geneva meeting the WFSGI declared its readiness to use the FLA as a
vehicle for addressing some of the problems of the sector. Unfortunately to date only 4 firms
(adidas, Nike, Reebok, Puma) of the 100 plus membership base of WFSGI have joined the
FLA. Although these four companies comprise 63 per cent of the athletic footwear market and
15.8 per cent of the athletic apparel market (see part two), this hardly constitutes a critica
mass.
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But, in the end, by the time of the Athens Olympic Games the only concrete response to the
campaign proposals was, disappointingly enough, the decision to form a new Corporate Social
Responsibility Committee (a group of the Environment and CEFT Committee members). This
committee was due to meet in September 2004 and would then be in a position to discuss the
issues raised by the campaign.®® At the moment of this report, no information was available
about the results of this meeting.

4.7 Summary and Evaluation

The highlighted companies each had their own responses to the Play Fair campaign
recommendations.” The first set of recommendations calls on the companies to cooperate with
trade unions and appropriate NGOs to jointly develop an industry-wide approach to labour
abuses. In response, Asics, Mizuno, Lotto, Umbro and Puma indicated broad support for a
collective industry response, with the first three companies expressing the hope that the
WFSGI would take the lead. In contrast, Fila still prefersto do it in its own way, whileKappa
has still not responded.

It is possible that some companies are caling for the WFSGI to take the lead in order to avoid
having to take action themselves by passing off the ‘problem’ onto the industry in genera. One
company went so far as to suggest that they would stay away from the meeting at the ILO
office that addressed this issue because ‘ representatives from... the WFSGI will be attending
and will be fully able to represent us and to take the necessary decisions.®? In response,
campaign organisers have stressed the importance of a two-track approach — the first at the
company level and the second at the sectoral level — which was aimed also at preventing
companies from delegating all responsibility to the WFSGI. As was made clear in the previous
section, thus far progress at the WFSGI level has been painfully slow.

FLA member companies — including Nike, Reebok, Adidas, and Puma — responded jointly
to the Programme of Work. They confirmed the central importance of promoting freedom of
association and the need for additional guidance for monitors on this issue, as well as for
developing remedia strategies that would provide workers with the awareness and the
environment necessary to form or join the organisations of their own choice. FLA companies
have also made a commitment toward working to develop more effective complaints
mechanisms and new forms of dialogue and co-operation with local stakeholders.®®

The second set of recommendations called on the highlighted companies to develop and
implement a credible labour policy. It is clear that each of the highlighted companies has
decided to respond to these recommendations at its own chosen speed. Four companies—
Puma, Umbro, Asics, and Mizuno—dd, however, make commitments in this area. To
varying degrees, each of these four companies promised to address the issue of freedom of
association. Pumaand Umbro committed to ongoing dialogue on this issue with trade unions
and labour rights groups in Asia and Europe. Umbro is in discussions with the ITGLWF
regarding a trial program of training in worker rights for one of its Asan suppliers, while
Puma is already cooperating with labour rights groups in a similar trial. Asics and Mizuno

! Asnoted earlier these recommendations are set out in detail in the “ Programme of Work” at the end of this
report.
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established staff teams responsible for workplace investigations and participated in discussions
with the PFOC campaign regarding how to improve their labour practices policies.

Although the campaign led to some progress in this area, much remains to be done. For
instance, it remains unclear whether Asics and Mizuno will follow through on their initial
steps toward better labour policies by engaging in concrete and systematic cooperation with
trade unions and labour rights groups to ensure that workers' rights are respected. Meanwhile,
Fila has admitted that it currently does not control its own labour practices and has expressed
its intention to establish a system for ensuring that supplier factories meet decent labour
standards. It remains to be seen whether Fila is sincere in these intentions. Lotto’s support for
an indugry-wide approach to labour issues is welcome but so far the company has failed to
respond constructively to concerns regarding the company’s own sourcing policy. So far
Kappa has been unwilling to cooperate with trade unions and NGOs involved in the Playfair
campaign in order to implement a credible labour rights program.

Both Asics and Umbr o stated that they were considering joining the Fair Labor Association
(FLA) of which Puma, Nike, Reebok and Adidas are aready members. By joining the FLA
these companies will be committed to a more concrete programme for implementing a
common code and will be obliged to comply with reporting and transparency requirements.
Sharing knowledge and practices with other sportswear companies active in the FLA will
contribute to a more co-ordinated sectoral approach. However, severa groupsinvolved in the
Play Fair Alliance continue to have serious reservations about the FLA. They are concerned for
example that trade unions have no representation in the FLA's governing body and that
companies involved in the FLA have not committed to ensuring that workers who make their
product are paid aliving wage. There is aso disappointment that, despite some positive cases,
FLA member companies are currently failing to effectively support the right to freedom of
association for the great majority of women and men who make their products.

Unfortunately, most of the highlighted companies have thus far chosen to ignore the third set
of recommendations, which focus on purchasing practices. The two companies that did
respond — Pumaand Umbro — maintained that in their view there is no real issue at stake
here, although Puma seems willing to take a closer look at this issue. The most important
achievement here is that the issue has been brought to the table and that the ILO is now
considering conducting an investigation. It is to be hoped that this study will help motivate
companies to address the contradiction between their stated support for workers' rights and
their continued push for faster, cheaper and more flexible production.

4.8 From Athensto Beijing?

The appendixes provide a more detailed overview of the responses of each of the highlighted
companies to the campaign calls. It is important to note that, despite some positive steps taken
by some companies with respect to policy development, and in terms of direct engagement
with Unions and NGOs at the global and local level, as yet there have been no substantive and
meaningful changes realized in workers lives. All highlighted companies need to take serious
measures to give effect to their codes and to meet the agenda outlined in the Programme of
Work (see aso the appendixes). They can no longer ignore the issue of workers' rights, or their
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collective responsibility, along with their suppliers, for labour abuses involving workers having
thelir rights violated and being forced to put in long hours of forced overtime for poverty
wages. In the boxes below, some concrete steps are outlined that the Play Fair Alliance would

like the highlighted companies to take up in the next few years. These steps are in addition to

and do not replace the need for these companies to implement the entire Programme of Work,

particularly those steps that promote freedom of association and collective bargaining and
those which address the negative impacts of companies’ purchasing practices The Olympic
Winter Games in Turin of 2006 and the Olympic Games in Beijing of 2008 will be important

review moments.

The Playfair Alliance would like to see Kappa:

take immediate steps to update its code of conduct and develop a credible
labour policy in line with the Programme of Work (see appendix b.).
demonstrate that it is willing to take labour rights issues seriously, including
for production managed by Kappa's Joint Venture partners

begin to cooperate immediately at international level with Play Fair aliarce
organisations,

engage directly with local unions and local NGOs at the point of production
disclose details regarding its supplier locations to the ITGLWF

The Playfair Alliance would like to see Asics:

develop better relations with TUs and local NGOs at the point of production,
and make sure local compliance staff have the capacity to engage meaningfully
share more details concerning its supplier base with the ITGLWF

include a living wage requirement in its code

respond to the agenda outlined in the Programme of Work (see appendix b.)
formally support the campaigns' calls towards the |OC, given Asics status as
official supplier to the Turin winter games

The Playfair Alliance would like to see L otto:

take immediate steps to update its code and develop a credible labour policy in
line with the Programme of Work (see appendix b.).

begin to cooperate immediately at international level with Play Fair aliance
organisations

engage directly with unions and local NGOs at the point of production
disclose details regarding its supplier list to the ITGLWF
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The Playfair Alliance would like to see Mizuno:

start developing relations with unions and local NGOs at the point of
production, and make sure local compliance staff have the capacity to engage
meaningfully in these activities

include a living wage requirement in its code

formally support the campaigns’ calls towards the IOC, given Mizuno’s status
as official supplier

disclose details regarding its supplier locations to the ITGLWF

The Playfair Alliance would like to see Umbro:

develop direct engagement with unions and local NGOs at the point of
production

make sure local compliance staff have the capacity to engage meaningfully in
their activities

include a living wage requirement in its code

respond to the agenda outlined in the Programme of Work (see appendix b.)
disclose details regarding its supplier locations to the ITGLWF

The Playfair Alliance would like to see Puma

continue devel oping direct engagement with unions and local NGOs at the
point of production,

ensure local compliance staff have the capacity to engage meaningfully in their
activities

include living wage requirement in its code

further concretise its response to the agenda outlined in the Programme of
Work (see appendix b.)

disclose details regarding its supplier locations to the ITGLWF
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The Playfair Alliance would like to see Fila:

- demonstrate that it is willing to take labour rights issues seriously, including
for its licence partners by satisfactorily dealing with outstanding labour
standards violations — specifically Tae Hwa Indonesia

- take immediate steps update its code and develop an credible labour policy

- begin to cooperate immediately at international level with Play Fair alliance
organisations

- engage directly with local unions and NGOs at the point of production

- disclose details regarding its supplier list to the ITGLWF
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Asics

Asicsprior to the PFOC

Asics developed its ASICS Workplace Code of Conduct in 1998. The first edition of ASICS
Corporate Policy of Engagement is based on WFSGI guidelines. Commenting on the
company’s position and policy regarding corporate governance, President and Representative
Director Kiyomi Wada states in the 2003 Asics Annua Report that: ‘Asics has... drawn up a
code of conduct’ which:

requires all management and regular employees to have a deep awareness of their social responsibilities
and observethe letter of all relevant laws and regulationsin all business activities, and clarifies ethically

acceptable behaviour. It also provides procedures for crisis management and encourages high standards
of risk management and compliance.

Asics Code of Conduct was basically oriented toward internal ethical behaviour and, for the
most part, contains vague standards. The scope and application of this document remains
unclear. For example, it was not clear whether Asics' code applied only to its own employees
or aso to its suppliers, who employ the workers that make Asics products.®* The code aso
makes no explicit references to international (ILO) standards. It is unclear how Asics ensured
compliance with its code prior to the PFOC. Furthermore, the corporation failed to co-operate
with NGOs or trade unions on these issues and did not participate in any Multi- Stakeholder
Initiative (MSI).%° Moreover, Asics code was not available via its English-language website
although its Japanese website did provide some information.*®

Prior to the campaign, Asics Europe BV was requested on various occasions by Oxfam to
attend a meeting that would provide information about Asics ‘supply chain management
strategies as well as its approach towards ensuring that labour standards are met within the
supply chain’.®” The company replied by sending its code of conduct and mentioned that this
document was * currently being updated’ .8

Communication with the PFOC

Asics reacted quickly to the PFOC. On March § 2004, alocal representative stated to the
Birmingham Evening Mail that it couldn’t ‘ comment until it was studied by its parent company
in Japan’ but that Asics takes a report like this very seriously’.® Two days later, on March 10,
2004, aresponse arrived from Tetsuo Hayashi, Senior Managing Director and Representative
Director in charge of Asics code of conduct. (His successor is Mr. Ryoji Tamesada right now,
who is Executive Managing Director in charge of AsicsCSR activity.)

In an official letter to the CCC, Oxfam, and ICFTU, Hayashi stated that:

Although we regretfully have not been informed about your research at an earlier stage, let me assure you that
we will carefully and exactly examine the report... We have already started afactsfinding [sic] process,
which we hope to complete as soon as possible.*%
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Moreover, Asics notified the PFOC that it considers corporate social responsibility a very
important issue and that ‘management had aready decided to implement corporate socia
responsibility, including fair labour conditions, in every aspect of our operation’.

With regard to Asics corporate social responsibility programs, Hayashi stated that Asics would
do its best:

to go ahead with the implementation of (its) corporate social responsibility program, including instruction,
monitoring and corrective action. The focus of (Asics) corporate social responsibility programme (woul d)
extend to areas including [the] human rights of workers and [the ] local environment.

And thus, Asics finally reacted positively to the PFOC’s call to join with the WFSGI and other
companies to develop an industry-wide programme. Asics said it believed it was essential to
work as a whole industry and would be asking the World Federation of the SPorting Goods
Industry to take the initiative asin the case of child labour in India and Pakistan. *%2

In areply on March 26, 2004, the PFOC:

noted Asics ‘prompt re?onse’ and its ‘immediate efforts to investigate the violations
detailed in the report’.*°

in response to Asics request for identification of the factories cited in thereport,
emphasized that the cases in the report were only specific examples to illustrate the
general industry situation’.*%*

requested a meeting with the company to discuss Asics Code of Conduct and the
company’s ‘ purchasing practices in light of arrangements for code compliance’ .1%°
asked to be kept informed of requests from Asics to the PFOC in respect to the
program of work

solicited Asics views on the PFOC’ s call for companies to join and develop an
industry-wide programme, °®

reminded Asics that it had been informed about Oxfam research as early as October
16, 2003.*"

M eetings between Asics and the PFOC

The above formal letter exchange resulted in a meeting between the PFOC and Asics (and
Mizuno) in May 2004.'%® Significantly Asics and Mizuno were prepared to jointly discuss
aspects of their respective code compliance programmes in each other’s presence. The meeting
discussed (and clarified) matters concerning ASICS Corporate Policy of Engagement
(substance, compliance, and verification), the possibilities for actively supporting the
development of an industry-wide approach (including a sectoral framework agreement between
the ITGLWF and the WFSGI), the prioritisation of activities that promote freedom of
association, collective bargaining, and credible worker representation; a substantial increase in
worker training and exchange programmes; the development of standards for ‘Ethical
Purchasing Practices and a more worker-centred approach to the improvement of existing
mechanisms for implementing codes of conduct. *%°
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In a separate meeting under existing industrial relations procedures, the ITGLWF and its
Japanese affiliate Ul-Zensen met with Asics to discuss the issues raised by the campaign and
possibilities for negotiating an international framework agreement with the ITGLWF.

Asics repeated its wish to work through the WFSGI or another entity (i.e., ILO). In their view,
the WFSGI was better equipped to address the comprehensive demands. However, the PFOC
stressed the importance of both a credible, nternal approach and a sectora approach. Asics
said it would raise the campaign’s issues with the WFSGI.

During these meetings, Asics also wanted to discuss factory ‘D’ profiled in the Olympic report.
Asics had been unable to identify this Indonesian supplier. The company expressed its concern
about false allegations being made about this company. The CCC agreed to contact local
researchers and organisations about factory ‘D’. The PFOC campaign also agreed to forward
Asics' response would be communicated in a public message.

Asics also attended the May 25 sector-wide meeting.

Communication after May 25 sector-wide meeting

Most of the communications after the ILO meeting dedlt with the re-examination of factory
‘D’. The campaign believed this to be a case of unauthorised subcontracting, and not — as
Asics maintained — counterfeit production. The campaign further argued that before the name
of the factory could be made public, the workers involved had to be consulted since they risked
the possible consequences.

The campaign expressed the hope that Asics would meet with local NGOs and the ITGLWF
affiliate in Indonesia to discuss how best to organise workplace investigations. Asics Europe

notified the Dutch PFOC members that the company was planning a meeting with the FLA.*

Asicsreplied on July 27 to say that it was establishing a ‘ Factory management guide and check
sheet’.™™! In addition, the company had developed an ‘Inspection report form’ for the
evaluation of factory management and a ‘ Requirement d remediation sheet’.1*? The company
further visited 6 shoe factories and two apparel factories and demanded that some of the
violating factories satisfy regulations before the end of 2004. ™

Asics further recognised that the apparel industry has a ‘very wide volume of supply chains'.
The company promised to commence with its own inspections and upon clarifying the

problem, would consider third party inspection’.***

The rest of the correspondence between Asics and the PFOC deals mainly with the advantages
of Asics meeting with local trade unions of labour-oriented NGOs to improve the monitoring
of suppliers. The PFOC argues that these groups were in a position to provide the company
with information and perspective on the reality of the labour situation of its suppliers, and on
the kind of remediation that needs to take place from the worker perspective.
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‘They can advise you on how to best organise worker interviews in a safe environment. We believe that

without such interviews the investigation is likely to be compromised’ **°

The company has initiated its first stepsin this area.
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FILA

Fila prior to the PFOC

Fila signed the Athletic Footwear Association’s Statement of Guidelines on Practices of
Business Partners in 1993. The Guidelines state that ‘Members... will only do business with
partners whose workers are in all cases employed voluntarily, not put at risk of physical harm,
fairly compensated, allowed the right of free association and not exploited in any way' .}*® The
Guidelines aso provide that, ‘in the event of any wilful, non-compliance with these guidelines
member companies may terminate or refuse to renew their supply agreements with business
partners based on the business partner’ s awareness of these guidelines'.

Fila also adopted its own campany code of business conduct. However, it is unclear how Fila
ensured compliance with this code. The company was unwilling to be interviewed by
researchers involved in preparing the PFOC report, which was released in March 2004. Fila
also did not co-operate on these issues with NGOs or trade unions or participate in an MSI.
Fila's code could not be found on its website.

Before the campaign, Fila had been approached by Oxfam to set up a research meeting to
discuss the impact of their business operations concerning the terms and conditions of
employment of workers within the corporation’s supply chain. Carmen Picart Krichton,
manager of Fila's Brand Protection and Corporate Compliance, replied to Oxfam that it was
not company practice to give interviews*’ but assured Oxfam that FILA is dedicated to
ensuring that its products are manufactured under conditions which reflect its commitment to
human rights in the workplace.."®

A copy of Fila's Code of Business Conduct was attached.

Communication with the PFOC

Fila did not respond formally to the PFOC's first letter, the Play Fair report, or to the many
emails sent by the general public.!® On a national level, Fila UK stated to the press that it was
studying the report. Fila Australia blocked the email messages sent by the general public.*?° On
March 26, a PFOC follow-up letter was sent to Fila, urging the company to respond.

Although Fila itself did not respond, one of the companies distributing Fila products in

Australia responded to an approach by Oxfam Craig Reidy, Managing Director of S&M
brands stated:

| have today received correspondence from you with attached letters from concerned members of the
public. It is worth noting | have also received emails as per the letters. | take this matter very seriously

and as you advised in the letter template you have supplied to the public, Fila has a code of conduct
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which all Fila subsidiaries, distributors and businesses must adhere to. While we are a relatively small
business we ensure that any manufacturers weuse are complying with that code of conduct?*

After stating that S& M Brands actively traded with a very limited number of factories, Reidy

requested the names of the factories mentioned in the report producing on behaf of S&M
Brands aqugave an assurance that he would personaly investigate and advise Oxfam of the
Stuation.

Sharan Burrow, President of the Australian Council of Trade Unions (ACTU) and Andrew
Hewett, Executive Director, Oxfam Community Aid Abroad, replied on April 14 stating that
they appreciated ‘SM Brands concern for the issue of working conditions [and] ‘the fact that
Fila has a code of conduct to which al subsidiaries, distributors, and businesses must
adhere’ 12 However, they drew attention to a number of aspects of the code which tey
considered merited some attention, including the system the company has in place for
monitoring compliance’. A meeting was proposed to discuss the various concerns of the PFOC
(purchasing practices, a sectoral framework agreement, prioritisation of activities which
promote freedom of association, etc.). Although, the campaign acknowledged the offer to
personally investigate and report on oversess factories, Oxfam and the ACTU stressed that the
cases were examples illustrating the genera situation in the industry, and called on all
companies to take steps that would lead to fundamental changes in the conditions under which
workers produce their goods .?*

Despite the correspondence, and increased public campaign pressure, Filafailed to respond to a
request for a face-to-face meeting with the Campaign and did not join the sectora meeting on

May 25. Nor did the PFOC receive an officia reply to the issues raised, beyond the Reidy
letter.

In June, shortly after Belgian and Thai campaigners had visited a Fila office in Oostende in
Belgium to demand that Fila respond to the Play Fair campaign, FILA International reacted.
Although only one campaigner had been alowed insde the Oostende office, Fila staff
promised to ask their managing director to raise the issue with Fila International. The event
was covered by regional TV and 2 regional news papers.'?® Fila US responded to emails sent
by Belgium consumers and anti-sweatshop activists with the following communication:

Thank you for your interest in workers' rights at Fila. We take these issues very seriously and hold our
factories accountable for maintaining standards consistent with those states in our Code of Business Conduct.
The COBC, which | have attached for your review, has been developed and refined based on many years of
experience and analysis by expertsin the industry.

Fila is dedicated to ensuring that its products are manufactured under conditions which reflect our
commitment to human rights in the workplace. We support internationallyrecognized norms for the safety
and well-being of the individuals who are responsible for the manufacture of our products, and we believe

that it is incumbent upon the corporate community including ourselves, to ensure that individuals' working
environments around the globe meet or exceed these norms.

I hope that we have successfully addressed your area of concern. Please be assured that Fila is committed to

ensure that all of the factories in our Supply Chain manufacture products under conditions that reflect our
commitment to human rightsin the workplace*?°

A few days later, Mark Westerman, VP Global Marketing Communications, reiterated to the
Belgian CCC the seriousness with which the company took the matter. The PFOC considered
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this a very feeble response from Fla since it failed to address the PFOC’ s specific proposals,
and there was no follow-up on working conditions of Fila workers as detailed in the Play Fair
report

On June 16 aletter from John Sweeney, President of the AFL-CIO stated that:

The AFL-CIO has joined a worldwide campaign of unions and other labor rights advocates to ensure that
sportswear companies that use the Olympic logo adhere to the International Labor Organization’s four
core labor standards.... Companies like Fila, and your contractorsaround the world, have aresponsibility
to seeto it that products bearing the Olympic logo are made under decent working conditions’

The letter also compared its response to progress made by other companies. Sweeney requested
ameeting with Fila.*?®

Fila officialy responded on June 28. Fila's Chief Marketing Officer, Robert W. Erb, in a letter
to the AFL-CIO, wrote:

Please do no take our absence at your Play Fair meetings as an indication that we do not take

this matter seriously. As you know, Fila has recently undergone a complete transition of ownership and
management. We are in the process of reviewing the entire business, including the revision and/or
termination of third-party-licensing and distribution agreements. It is our intent to regain control over the

company, its product, the supply chain, and the means by which merchandise is manufactured under the
Fila label, including the globa adoption of a standards of engagement for selection of factories. We
believe that these steps are critical to ensure that we are doing our part to ‘play fair .*?°

We can assure you that our company, like the American Federation of Labor and Congress of Industrial
Organizations, is in full support of the freedom of association and the elimination of forced labour,

abolition of child labor, elimination of discrimination in respect [to] employment. **°

We will be happy to meet with you at your earliest convenience. To ensure that we will be in a position
to respond to your concerns, we would welcome any information that you might have concerning
allegations of misconduct on the part of our licensees, distributors or contracted factories™*

Campaign pressure was also applied in Italy. After the PFOC report was trandated into Italian
and placed on the Italian PFOC website, Fila began responding to emails from the public, by
questioning the veracity of some of the campaign’s allegations. They denied that they had been
interviewed by Oxfam over the phone because this was not company policy. The letter ends by
suggesting that legal actions were a possibility without going into any further details.

On July 27, Fila was approached by the CCC with regard to a claim for the reinstatement of
Ms. Parkati, an Indonesian woman dismissed from the PT Tae Hwa Indonesia factory in April
1999. There was evidence indicating that Ms. Parkati's dismissal had been related to her active
involvement in trade union activities. PT Tae Hwa Indonesia was producing for Fila at the time
of Ms. Parkati's dismissal and continues to produce for Fila Ms. Parkati had been one of two
key organisers of atwoday strike involving all 5,500 workersin 1998. PT Tae Hwa Indonesia
had appealed three times against decisions by the Indonesian labour arbitration system in her
favour. CCC pressed the company to demonstrate its respect for freedom of association by
ensuring the reinstatement of Ms. Parkati and compensation for lost wages.**?
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Meeting with the PFOC September 8

On September 8, Fila met with PFOC representatives in New York. Consistent with earlier
correspondence, Mr. Erb stated that the company was undergoing a restructuring. **3 Besides
wanting to make Fila more competitive, this shake-up was aso meant to ensure full
compliance with labour standards. In the meantime, however, Fila argued that they had little
control over suppliers or licensees, since labour clauses had not been included in the contracts.
While PFOC representatives argued that they welcomed future commitments with respect to
labour standards, they also expressed the need to take positive stes in the short-and mid-term
and to consider the negative effects — including job losses — of any restructuring.3*

Mr Erb requested a list of the concrete steps the company could take. PFOC representatives
offered a number of hints: for instance, Fila should make managers, who understand the issues
at stake, responsible for compliance, and the company should communicate directly with local
stakeholders. They further emphasised the point that Fila should co-operate with other branded
sportswear corporations to prevent recurring errors.** The company, however, seems reluctant
to enter into a multi-stakeholder initiative and wants to pursue these issues on its own. This is
partly because the company believes that because of its relatively small size, the strateges
employed by Nike are not appropriate to its situation. The PFOC replied that a number of
similar-sized companies had aready taken positive steps.

With regard to the Tae Hwa case, Mr Erb argued that the supplier had refused to re-instate Ms
Parkati, even though Fila had agreed, on basis of the PFOC’s information — that, in fact, she
should be reinstated. He argued that Fila's negotiating powers were limited. The PFOC
representatives argued that since Fila buys 70% of the factory’s output and has done so for the
past 8 years, it should have substantial leverage regarding the reinstatement of Ms Parkati as
well as the ability to insist on other improvements concerning workers' rights.*3¢

Shortly after the meeting, the PFOC wrote a letter in which they recounted the meeting’s most
important issues. Concerning the PT Tae Hwa Indonesia factory, the letter called upon the
company to update the PFOC on

its efforts to reinstate Ms Parkati at the PT Tae Hwa factory in Indonesia. ***

to provide further informetion about progress in discussing this and other important
issues with Tae Hwa's management’ .

meetings with local partner organisations to address their other labour rights violations
in the factory, namely the payment of inadequate wages, high levels of compulsory
overtime, impossibly high work targets, denial of trade union rights, sexua harassment,
and verbal abuse.

efforts to review ‘Fila's Code of Business Conduct’ in the short term and align its
content with industry standards'.

how Fila ‘will play an active role in ensuring that all of Fila's licensees and suppliers
are in compliance with this code of conduct, ideally through establishing a system of

independent monitoring of facilities .**®
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The letter ends with a number of examples of companies that have changed their operations in
order to improve workers' rightsin their supply chains.
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Kappa

Kappa prior to the PFOC

LF BASIC GROUP is the exclusive sourcing centre for Basicnet (which include the brand-
names Kappa, Robe di Kappa and Jesus Jeans). It adopted a Compliance Programme for Code
of Conduct, which was updated in December 2001. This LF Basic Group Code of Conduct
outlines the basic requirements of LF Basic and its principals concerning working conditions
that must be satisfied by all suppliers. LF Basic and its principals are free to supplement these
requirements at any time.**° Although this code does cover the most important ILO standards,
no sources were available to show how the company ensures compliance with these standards.
Moreover, in the past, as one Italian anti-sweatshop activist describes it, Kappa's strategy was
‘not to start any official dialogue with campaign organisers but use the press for contradictory
statements’.* In Italy, the company has been the subject of campaigns for years without much
success. In an interview with the Italian magazine, Valori (no. 18, May 2003), BasicNet's
president, Marco Boglione, expressed his distrust of independent certification and defended his
code of conduct as the best instrument to guarantee the respect of workers rights even in
Myanmar (formerly Burma) where he claims he would never use forced labour and always pay
wages based on the higher Asian wage standards.***

The company ignored the additiona recommendations of Rete di Lilliput, the ICFTU, and
severa other NGOs that Kappa issue a public statement of intention to withdraw from
Myanmar. Mark Farmaner, in an article in The Guardian (October 7, 2003) noted: ‘We have
contacted the company several times and have not received any response’. **

Marco Boglione, concerning Myanmar, had argued:

Judging whether a government is good or bad and deciding whether to produce in that country or not, |
really don’t think thisis our responsibility... Moral political actions are tasks of governments or world
institutions vested with this duty **3

Communication with the PFOC

It took nearly two months to provoke a response out of Kappa. The company never responded
to the PFOC's first letter. On April 19, a follow-up letter was sent*** urging Kappa to respond
under threat of more intensified campaigning and media exposure. The PFOC received a
response from Roberta Cantaluppi, Marco Boglione's secretary, who formally acknowledged
the second letter on April 26. Kappa claimed to have never received neither the first letter nor
the Play Fair report.**®

This was a rather dubious claim, considering that the campaign has independent confirmation
of the courier delivery of the first letter to the same address as the follow -up letter. However,
Kappa agreed to contact the PFOC after they received a copy of the first letter. In addition,
they offered a tele-conference call with Boglione.*#®
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On May 3, the PFOC partners, noting that Kappa was lagging behind the other highlighted
sportswear companies, responded in writing that they preferred a formal written response.**’

Both Basicnet and Li & Fung (a joint venture between the companies, responsible for
organising a large part of Basicnet’s sourcing operations) were informed about the May 25
sectoral meeting by email on May 3.**® Kappa did not respond. In Asia, the AMRC wrote a
follow-up letter to Li & Fung. This company is participating in the United Nations Global
Compact**® and is also a member of Business for Social Responsibility. **°

To increase public pressure, campaign activities prioritised Kappa at this stage.’®* This
included an Italian trandation of the Play Fair report and plans for follow-up activities.

On June 15, the PFOC sent Kappa another reminder*>? and finally on July 28, they apologised

for the late reply by stating that Mr. Boglione has been often abroad in the last months.
Basicnet noted, however, that it was available to start a dialogue with your organizations. 152
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Lotto Sport Italia

Lotto prior to the PFOC

Researchers could not find Lotto’s code of conduct prior to the campaign: there was no
reference to it on Lotto's website and no other references were found. However, after the
campaign began, Lotto told campaigners that they had adopted a General Sourcing Policy
(code of conduct) in 2001. According to the company, this Policy had been signed by all their
sources of production. It was unclear whether the company has adopted an internal system for
monitoring compliance.

In the summer of 2003, Lotto was highlighted in an international campaign that supported
workers at PT Busana Prima Global, an Indonesian garment manufacturer that also supplies
Bear USA, Le Coq Sportif, and Head. The management of this factory instigated an anti-union
campaign. This included demoting union board members and cutting their pay. The factory
also forced its employees to work overtime upon short notice and had a history of very poor
safety standards. When 300 workers went on strike for four days to demand that management
respect Indonesi@s minimum wage laws and demand an end to the harassment and
intimidation in the workplace, the company responded by locking out most of the striking
workers. These illegally dismissed workers have to date never received any severance pay,
child support, or any other benefits they may have been entitled to, and are presently
continuing their campaign. Campaign pressure, however, did persuade Lotto to agree to write
the intermediate supplier. (See for an overview: http://www.cleanclothes.org/urgent/04-05-
18.htm).

Communication with the PFOC

It took some time for Lotto to establish contact with PFOC representatives. The company was
unavailable for comment on the report when asked by the press.154 The company first
responded to Tim Connor (Oxfam Australia), who had been in contact with Lotto in relation to
the PT Busana Prima Global case. The company asked him for the names of the production
sites named in the report. On April 5, Tim Connor informed the organisations leading the
campaign about Lotto’'s message, and replied to Lotto that he was not in a position to answer
the questions and asked them to get in touch directly with the organisations in charge of the
campaign at the global level.

On April 19, the PFOC wrote a first follow-up letter in which Lotto was urged to respond
formally to the campaign organisations.*>®

An official response was received on May 5.1°° Gianni Lorenzato, Executive Vice-President

Chief Finance & Operations Officer at Lotto Sport Italia stated that Lotto had ‘been reading
very carefully the report’.

38



The Play Fair at the Olympics Campaign: an Evaluation of Company Responses

Lotto Sport Italia is strongly supporting al the international organizations like WFSGI and FES| in terms of
the respect of human rightsin our factories where we outsource our production. In fact, as part of theongoing

process of developing its manufacturing organization and enhancing the reliability and credibility of the brand
at [the] international level, Lotto Sport Italia has developed a General Sourcing Policy, which is applied to all

sources of production. ! (emphasis added).

According to Gianni Lorenzato, Lotto had responded correctly to the PT Busana case since the
company had never dealt directly with this supplier, which had been contracted via a Lotto
licensee in the UK:

After being informed of the problem in the factory, we immediately and strongly intervened with our licensee
urging them to find a positive solution.

With regard to the cases of labour rights violations in factories supplying Lotto merchandise,
Gianni Lorenzato suggested that this might be a case of unauthorised subcontracting and thus
might not represent ‘official’ Lotto factories, or it might involve factories producing counterfeit
products. Finally; Lotto alsostated that it:

...has always given full attention to social issues and, above all, the safety and fair treatment of personnel
involved in manufacturing, wherever they work in the world. We remain at the complete disposal and are
more than willing to collaborate — indeed, we will pick-up the investigation in order to examine them and

take the necessary measures. In this respect we came across the mention of afactory in Turkey and would ask
you to help us in this and let us know of which factories in Turkey we are talking about so that we can

intervene.

On May 12, the PFOC partners responded by saying that they were pleased to be informed that
Lotto Sport had developed a General Sourcing Policy, but that it was unhelpful for such a
document to be kept out of the public domain6°

With regard to the content of the General Sourcing Policy, the campaign partners argued that
the document was inadequate in a number of ways and would require substantial changes to be
considered credible. Thereis, for example, no reference to ILO standards, and [when] it comes
to wages, hours of work and safety and health suppliers are apparently only required to observe
national regulations and employments laws. The right to collective bargaining is not
mentioned, nor is security of employment. Furthermore no mention is made of the steps Lotto
takes to implement the standards or monitor compliance. 161

The PFOC argued further that although it sees an important role for industry associations like
the WFSGI to ensure that their members respect human rights, these organisations were in no
way equipped to give any assurance whatsoever that their members guarantee compliance at
the current time.*®* For that reason, the PFOC asked Lotto to qualify the kind of activities it
expected the WFSGI to undertake in this respect and how the company would contribute to this
agenda. ' The letter further requested Lotto’s opinion on joining an industry-wide programme.

Regarding the matter of PT Busana Prima Global, the campaign partners underlined that in

their view, sportswear companies should carry responsibility for al workers producing goods
with their logo, independent of the question of whether the production is organised through the
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company’s own manufacturing, subcontracting, or licensing.®* The letter ended with an
invitation to join the May 25 meeting in Geneva.

On May 18, Lotto’s executive vice-president, Gianni Lorenzato, replied to the various issues
raised. First, Lotto said that it had encountered difficulties in getting in touch with the right
PFOC people which had delayed their official response. Lotto dso argued that its Genera
Sourcing Policy was not a public document and that there was neither in Italy nor in the world
a public register where companies are obliged to deposit similar documents.*®® With regard to
the content of this document, Mr. Lorenzato argued that it originates from the code of conduct
adopted by the WFSGI, which takes also into account the ILO standards.'®® It further turned
out that the earlier version of this policy received by the PFOC had been a summarised
version.®’ Lotto then sent the complete version.

Regarding the PT Busana Prima Globa Factory, Mr. Lorenzato maintained that Lotto had
taken al the ‘necessary and possible steps’. However, with regard to the unnamed suppliers in
Turkey, Lotto indicated that it was ‘redlly very astonished’ about the lightness with which the
PFOC treated such ‘highly sensible arguments'. Lotto requested on this basis a meeting to
constructively deal with the issues at hand'®®

With regard to a sectoral framework agreement, Lotto welcomed the involvement of
international organisations such as the WFSGI of which Lotto was through FESI a member.*¢°
Lotto further went on to argue that they ‘planned to be present’ at the May 25 Geneva meeting,
‘engagements permitting’.>’® In any case, Lotto pointed out that ‘representatives from [the]
FESI and WFSGI would be attending and be fully able to represent the company and make any
necessary decisions.'™ The letter ended with Lotto declaring its readiness to enter into
construl(7:£ive dialogue on all matters in relations to the problems, which could occur in the
future.

The PFOC responded on June 2, 2004. Given that, - in contrast to Lotto’s assertions -; the
WFSGI cannot be held responsible or accountable for the social performance of its member
companies, the PFOC expressed its disappointment at the absence of Lotto from the May 25
meeting.1”® Moreover, the PFOC argued that such a meeting would have specificaly
contributed to the ‘ constructive dialogue’, which was apparently desired by Lotto.

On the issue of public disclosure of CSR statements and policies, the PFOC went on to argue
that it is

commonly accepted that ethical policies should be public documents and that consumers and other
interested parties have a right to know about them, and that Lotto’s reference to the lack of a legal
obligation to post such documents did not make any sense, when in fact the industry strongly urges
against any legal obligationsin this matter, believing that CSR measures must be voluntary.

With regard to the content of Lotto’s General Sourcing Policy, the PFOC called upon Lotto to
make a number of amendments before the document could be considered credible.”
Specifically, Lotto was asked to include reference to:

Prohibition of forced labour;
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Political opinion and socia or ethical origins with regard to discrimination;
Collective bargaining and more credible reference to freedom of association;
Theright to earn aliving wage

A limit on the number of working hours'’®

The letter further requested that Lotto specify how it ensures compliance with ethical
standards, how Lotto actually acts when it encounters a case of non-compliance or how Lotto
expected suppliers to issue a certificate to go with each shipment and which authority would
grant such certificates.*””

Gianni Lorenzato replied on June 11, 2004. He began by offering his apologies for Lotto’s no-
show at the Geneva meeting. His main argument was that Lotto is a relatively small company
compared to its competitors, and therefore does not have the same resources dedicated to such
issues [sic]..." *"® This is why Lotto believed that it could be represented by the FESI and
WFSGI:

If you say that [the] WFSGI cannot be held responsible for our faults, We do believe that we cannot be
held responsible for problems caused [by] much bigger companies In fact, if we were to consider the
Lotto production and compare it to the production of the big players, probably we would [be on] a scale
of 1: 1'000’000. Therefore, we think that a representative of this category, either [the] WFSGI or FESI,
must deal with thiskind of argument.*"®

However, Lotto ultimately decided to hold a preparatory meeting with Mr Gesualdi of the
Centro Nuovo Modello di Sviluppo, an Italian partner of the CCC, to pave the way for a full
national meeting with the PFOC.

Although Mr. Lorenzato did not address the questions raised about the content of its sourcing
policy, he did state that Lotto was ‘more than willing to help find the right path for the
implementation of an ethical code to be applied by the sports industry’ .

The PFOC replied that they ‘believe there is a difference between a meeting as organised by
the ILO, which brings together the different actors concerned, and therefore contributes to a
more sectoral approach (as advocated by the Campaign) and unilateral meetings with each
company’.*®! Nonetheless, they looked forward to eventually meeting with the company. The
remainder of the PFOC letter argues that it was precisely because companies like Lotto:

...could not be held individually responsible for the problems cause by other companiesin the sector
[that the PFOC was] calling for a sectoral approach, and for a much more active role by the WFSGI in
this matter, which conforms to the agenda outlined in our ‘ Programme of Work’ proposal. ... all WFSGI
members, large and small, have aroleto play in realising this. Aslong as the WFSGI [felt] unable to
[insist that] its members uphold certain standards and programmes to implement them, [there was] no
other option but to engage with its member companies directly [inaddition].

With regard to Lotto’s argument that it is a much smaller company and therefore has fewer
resources available, the PFOC pointed out that:

the amount of resources required for developing credible code implementation mechanisms are largely a

function of the number of suppliers. Smaller companies have less suppliers, and therefore need less
resources to monitor them. Often, smaller companies, in fact, have more stable relations with their
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suppliers, which makes compliance generally easier and less resource-intensive. Co-operation in so-
called Multi-Stakeholder Initiatives generates economies of scale (prevention of double auditing, the

sharing of information, etc.), since the membership fees of these organisations are generally based on
turnover, this should not be prohibitive. Companies much smaller than Lotto have taken their
responsibility in this way, for example, via the Dutch Fair Wear Foundation, supported by the industry
associations for small and medium-sized companies, the Dutch CCC, and the Dutch trade unions. 183

After Lotto was prioritised on the PFOC website it began to receive large amounts of e mail
from the genera public. Lotto responded publicly by repesating that they were very much
concerned and were paying extreme attention to the prevention of such regrettable occurrences, which are actually
giving a negative image of our company.”  The company maintained that it was doing what is necessary by
adopting and implementing a General Sourcing Policy that was intended to ‘regularise and to increase the
conscience of the workers and the ruling class inside the factories 18

On July 14, a preparatory meeting took place between Lotto and Centre Nuovo Modella di
Sviluppo. In this meeting, Gianni Lorenzato expressed Lotto’s willingness to seek a sector -
wide approach— again reiterating Lotto is only a small player on the world market. Although
this initiative has been welcomed, Lotto was urged to also improve its internal compliance
programme.
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Mizuno

Mizuno prior to the PFOC

Mizuno adopted a Code of Business Ethics, which expresses its responsibilities towards
society. There was only one reference to this code in an article by Ans Kolk and Rob van
Tulder. They wrote that this code is ‘primarily oriented toward internal ethical behaviour,
providing a fundamental standard of ethics directed at its operations and employees. The
Mizuno code was adopted in the course of the 1990s, but even after direct consultation with the
company it was not possible to pinpoint the exact date’.1® According to internal documents of
Mizuno, the Mizuno code was adopted in October 1991 in order to respond to the fact that
newspapers had reported on the company regarding the accident related with article 159 of the
Securities and Exchange Law of Japan in June 1991. 8" According to Stock at Stake, dl of its
Japanese offices and factories were 1SO14001 certified and zero emissions were promised.*®®
They note that Mizuno’s socia reporting is limited to environmental issues.

Before the Play Fair at the Olympics campaign, Mizuno's Code of Business Ethics was an
interna instrument that did not refer to labour standards or to the kind of behaviour it expects
from its suppliers. Although Mizuno now states on its website that it has ‘followed the
WEFSGI code since Seggember 2002.

Communication with the PFOC

Mizuno responded with an official letter on March 26, 2004 in which, Masato Mizuno,
President of Mizuno Corporation, states that they are investigating the violations reported at of
one of its Chinese suppliers (factory ‘N’ in the Play Fair at the Olympics Report). With regard
to recommendations made by the PFOC in relation to what companies should do to counteract
labour-rights violations, Mizuno simply stated that these issues were now under careful review
and study. 18 The company claimed further that it was taking the following steps:

1) We are developing a labour-practice policy. We are enclosing a draft copy of our Guiding Principles for
Suppliersto the Mizuno Corporation, which includes a labour practice policy and a‘ code of conduct’ ...

2) ...wewill establish acommittee of Corporate Social Responsibility on April 1, 2004, and appoint several
managements [sic] to take responsibility for CSR.

3) We are checking trade lists of suppliers and their subcontractors, and investigating the situation on [the]
execution of OEM agreements between them and Mizuno for... modification of such OEM
agreements....

4) Based on the trade lists and the situation... CSR committee members will visit as many suppliers as
possible by August 12, 2004, to confirm the situation [at] ‘hot places’ and also to confirm the reality of
factory ‘N’ pointed out in page 62 of your report

5) Weareintroducing a system of oath, [and] we [are] enclosing a draft copy of our Letter of Trust, to make
suppliers recognise that they should comply with all applicable laws, rules, regulations and requirements
in the manufactur[ing] and distribution of our products

6) Wewill study several systemsto monitor a situation of labour-practices to meet labour standards
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7) ...we will take this issue to the World Federation of the Sporti {1&) Goods Industry (WFSGI) as it is too
difficult for us to work [with] each other as a commercial entity.

In closing, Mizuno expressed a willingness to meet with the PFOC to discuss the issues further.

On April 13, the PFOC partners responded, ' expressing the hope that Mizuno would also be
prepared to criticaly evaluate its purchasing practices in the light of their arrangements for
code compliance, to engage actively in discussions on how to substantiate an industry-wide
approach on these issues and to work on establishing a more worker-centered approach. The
letter continued by stating that it appreciated Mizuno's effort to investigate the violations
detailed in the Play Fair at the Olympics Report (factory ‘N’) but emphasises that the PFOC
views the cases from unnamed suppliers as examples which illustrate the general situation in
the industry’ .1%2

Mizuno replied on April 27 to further clarify the actions it had taken after the campaign had
begun:

1. Wehave established the CSR committee as of April 1, 2004 to which Masato Mizuno has been
appointed as the chairman and [we] are enclosing a copy of the [list of] members [on] the
committee;

2. We are developing a checklist to investigate suppliers and are enclosing a draft copy of Mizuno
Business Standards. Overview evaluation for Vendors Human Rights Checklist;

3. We had a meeting with main suppliers in China on April 23, 2004 in Osaka to explain our
labour-practices policy with our Guiding Principles For Suppliers to the Mizuno Corporation,
and the Letter of Trust;

4. At the meeting, we also persuaded suppliers on the importance of labour conditions and
requested [they] fill out [the] Mizuno Business Standards, Overview Evaluation for Vendors
Human Rights Checklist in English and in [the] local language for suppliers and their
subcontractors;

5. Masato Mizuno, Chairman of the CSR committee, will visit suppliers in China to investigate
with Guiding Principle for Suppliers[...etc.] in mid-May;

6. We are still studying several systems to monitor a situation of labour practice to meet labour
standards;

7. We [are] also reviewing the modification of OEM agreements in the future with regard to
recommendation 2 in your letter of March 3, 2004. 103

Although Mizuno claimed that it did not intend to avoid negotiations they said it was not the
proper time to start negotiations to sign a framework agreement with ITGLWF as the
company’s efforts and trials to improve labour-practices had just started and the company had
insufficient knowledge and experience in this field’.*** Mizuno expressed the hope that the
PFOC would give them the time ‘to review and try this issue step by step’.**® The company
promised to take this issue to the WFSGI, drawing the PFOC'’s attention to the fact that the
WFSGI was an independent organisation... with its own decision-making systems.%

The PFOC responded by expressing the hope that Mizuno would engage in an ‘open dialogue
with the campaign partners . **” The PFOC concurred, saying that

...an open dialogue with the campaign partners would be important also in this stage, since to our experience
a multi-stakeholder approach is essential also in the development stage of the CSR programme of a company.
The organisation represented in the campaign [has] substantial experience... to share regarding the
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effectiveness of different mechanism[s] of code implementation, and [We; feel that Mizuno's programme,
. ; i ; - -19
especially in the development stage, would benefit from more discussion.

M eetings between Mizuno and the PFOC

In April 2004, a meeting took place with Mizuno (and Asics), the ITGLWF, and its Japanese
affiliate Ul-Zensen to discuss the PFOC’s concerns about the company’s code compliance
system and to consider the possibility of drafting an international framework agreement with
the ITGLWF.

In May, a meeting between the PFOC and Mizuno (and Asics) was held. 1% At the meeting,
issues were discussed (and clarified) concerning Mizuno's code of conduct (substance,
compliance, and verification). At this meeting, the Alliance urged Mizuno to engage in
dialogue and to prioritize and implement activities which promote freedom of association,
worker training and a worker-centred approach to the investigation of complaints.

In aletter of May 14 Mizuno admitted that the company may have made some mistakes on the
labour condition control of their suppliers but that they were making every effort *...to develop
[a] CSR progranme [in order] to improve the situation.?® The establishment of a CSR
committee has been accelerated by the PFOC.?* (See alsothe steps mentioned earlier). Mizuno
did send a ‘Letter of Trust' to its suppliers. 2% With regard to a sector-wide approach, Mizuno
deferred this to the WFSGI. The company agreed with the PFOC by noting that ‘a “twin track
approach”, which means an industry-wide approach and an individual company approach was
essential ...’ 2%

At the May meeting, the PFOC also stressed a number of other issues concerning certification,
audits, and purchasing practices that Mizuno must also resolve. Mizuno also expressed its
intention to co-operate with the various NGOs and ultimately decided to attend the ILO
meeting on May 25.

Communication after May 25 meeting

On July 12, 2004, Mizuno sent an update of their activities concerning the Olympics Campaign
and the Corporate Socia Responsibility issues.?®* The letter opened by stating that (among
other things) Mizuno had informed and explained to Mizuno USA Inc. — which is responsible
for al of its North and South American operations, including licensees — about Mizuno’s CSR
pragramme and ‘ Guiding Principles For Suppliers’.?®> Mizuno went on to state that it expected
these licensees to sign their * Letter of Trust’.20°

The letter goes stated that Mizuno had plans to use ‘independent, external monitors' for their

factories in China, including the aforementioned factory ‘N’ as well.?%” As Mizuno had earlier
promised, it further declared that its CSR committee members were visiting suppliers to affirm
the situations of *hot spots and also to affirm the reality of factory “N”’.208

45



The Play Fair at the Olympics Campaign: an Evaluation of Company Responses

However, Mizuno stopped short by noting that it could not fulfil a request from the ITGLWF
TWARQO to disclose the name of the independent external monitor because of the trial nature

of the monitoring exercise.?*
Moreover, Mizuno restated that this was not the proper time

to start the discussion concerning [a] sectoral framework agreement with [the] ITGLWEF as our efforts
and trialsto improve labour-practices have just started and it is not overnight work for us.210

The letter ended with the hope that the PFOC would grant Mizuno some time and
understanding so that they might properly implement their CSR programme. They also stated
that they would study and review preferentially the monitoring system including independent
external monitors and our own staff with our principles and standards from now on. 2

The PFOC appreciated Mizuno’s sincerity concerning their intentions to map their supply
chain but expressed concern that the company’s plans did not provide for communicating with
the workers' directly. It was not at all clear who would ensure that the workers understood their
rights or to whom the workers could report if their rights under the Mizuno code were

violatedf!?

The PFOC response insisted on the importance of a multi-stakeholder approach to ensure a
more credible approach to monitoring compliance, with the campaign team arguing that

...experience [over] the past 10 years, and the experience of many other companies in the
sportswear sector, [tells us that to obtain] the real picture of the workers situation means talking to the

workers, and to organisations that are in close contact with the workers. Does the monitor you plan to
engage have the capacity to communicate with the workers as well as with management?

...... a monitor can only be independent if he/she is not paid by the buyer or the supplier, but instead is
engaged by another party (for example a Multi- Stakeholder Initiative). If the monitor is hired by Mizuno,
this would be part of the internal monitoring of Mizuno rather than ‘independent external mo nitoring’.%*3

The letter expressed the hope that Mizuno would start to co-operate with local organisations
like the HKCIC and affiliates of the ITGLWF-TWARO. Regarding freedom of association, the
PFOC went on to argue that

...the task ahead is not so much to design a programme, but to agree and participate in a process. Thisis
why the ITGLWF proposes the framework agreement, as a tool for the necessary dialogue for such a
process. So, although we of course understand that implementing the CSR programme takes time and
effort, we think this will have to go hand-in-hand with [an] international social dialogue, and therefore
[we] hope you will reconsider postponing a discussion to this effect '
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PUMA

Puma prior to the PFOC

Puma introduced an internal code d conduct in 1993. To enforce it in the first years the
company sent suppliers a letter asking them to implement the code’ s standards. This Code was
revised in 1997. In 1999, a corporate social and environmental officer responsible for
implementation was appointed. In 1999, the code was reviewed (the first public version only
became available in 2000). Its first social and environmenta report, as a part of the annual
report, was also published in 1999. The code was further revised and expanded in 2002 and
2003. According to Puma's Environmental and Social Report, their code standard is based on
‘the conventions of the International Labour Organization and is displayed and accessible at all
our production sites'. However, their code makes no direct mention d the ILO standards or a
living wage but al ILO core labour conventions are covered.

Puma established a Social Accountability and Fundamental Environmental Standards (S A.F.E
team), which is responsible for the implementation and monitoring of its code. The SA.F.E
team also screens new suppliers and is able to prevent orders from being placed if the
production sites do not meet the Code's standards. According to their General Manager of
Global Sourcing and Logistics these standards are never compromised; he is quoted as saying:
‘Never touch the rules fixed in the code of conduct’.

Puma's 2003 Sustainability Report notes that between January 2002 and July 2003, 381
supplier audits were conducted world-wide and 33 factories were removed from their suppliers
list for failing to correct violations.

In 2003, a large international campaign highlighted Puma in relation with the workers' struggle
at the Matamoros Garment factory. Puma sourced apparel from the Matamoros Garment
factory in Mexico between July 2002 and January 2003. Working conditions here were bad and
included wages under the minimum wage, forced overtime, and verba abuse. Puma claimed
that it terminated the contract on October 7, 2002 due ‘to the insolvency of one of Matamoros
Garment factory’s maor customers, and the resulting financia limitations placed on the
factory, PUMA refrained from placing new orders with Matamoros Garment’.>*> According to
CCC the contract termination took place just as the workers had started the process of
beginning to organise an independent union. Puma claims that the contract termination took
place before the workers started to organize, and the termination was a direct reaction to the
factory’s poor record on meeting production deadlines. Meanwhile, the factory owner had told
the workers that Puma had terminated the contract because the union had organised a strike to
press for better wages and working conditions.?'® Puma agreed — after a campaign by the
CCC and other organisations — to relocate orders back to Matamoros Garment and to set up a
credible verification of the Matamoros Garment situation with the co-operation of the CCC.
Unfortunately, however, the factory’s doors have remained closed since the end of March
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2003. To follow up the Matamoros issue Puma's first International Stakeholder Dialogue
meeting was held in November 2003 at the Monastery Banz and included participation of
NGOs such as the CCC participated. The moderation of this meeting was conducted by the
German Network of Business Ethics Germany e.V.

Just prior to the PFOC, Puma began working with some Hong Kong-based NGOs to offer
workers training courses in Chinese footwear factories. Puma aso joined the Fair Labor
Association in 2004.

Communication with the PFOC

On March 3, 2004, Reiner Hengstmann, Puma's Global Head of Environmental and Social
Affairs, made an officia statement with regard to the PFOC. By doing so, Puma is the only
highlighted company that actually responded prior to the PFOC's official launch.

Hengstmann thanked the PFOC partners for providing an advance copy of the Play Fair at the
Olympics Report and the Olympics Campaign Policy documents. Puma found the report to be
well researched and [the] campaign objectives clearly stated and declared itself ready to enter
into constructive dialogue on the findings.?*” Hengstmann went on to state that they shared the
concerns related to the specific incidents described in the report, but that the ‘anonymous
nature of the comments contained within the report made following-up a considerable task’ .2*
But undertook to investigate the allegations.**°

In the remainder of the letter, Hengstmann further noted Puma’'s activities that would help
‘ensure that internationally accepted social and environmental standards are enforced
throughout the supply chains.??® For example, concerning PFOC recommendations on
developing a code of conduct, he argued that Puma had aready adopted a code of conduct in as
early as 1993, and that this code covers al of the important issues. He went on to point out that
it has been regularly reviewed and revised to benefit workers employed by Pumas
manufacturing partners. 22! In connection with the PFOC’'s recommendations, Hengstmann
further asserted that Puma had already developed a strong internal approach (through its
S.A.F.E. programme) to support further development, implementation, and monitoring of
compliance with Puma’s code.

Our SA.F.E. Team currently consists of seven people with different nationalities and professional
backgrounds and last year completed 264 compliance audits worldwide. We have developed and
implemented a detailed S.A.F.E. Manua to ensure compliance with our demands. Puma, without
exception, only pursues contractual 2rzelzationships with manufacturers that abide by the provisions
contained wit hin the S.A.F.E. Manual.

The letter went on to state that Puma does, in fact, inform the public to a large extent by
publishing an annua environmental and socia report such as those published in 2002 and
2003. Furthermore, Puma also stated that it had already come to the conclusion that an
independent, non-profit, third party monitoring scheme would complement their internal
compliance programme and that is why they decided to become a participating member of the
Fair Labor Association.??3
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In asecond letter, Puma also responded to a public action that took place on March 8, 2004,
where Oxfam campaigners, trade unionists, students, and athletes from the University of
Surrey went to Puma UK headquarters to deliver a letter adopting a sharper tone and voicing
mainly the same concerns. #** Hengstmann responded directly to Oxfam on March 11, but this
letter had a less constructive tone. The company here argued that it had made

... aconcerted effort to remain open for constructive dialogue and balanced communication. However, in
your letter we find some of your points to be overly rhetorical, inaccurate, or even misleading.?®

Hengstmann noted that it remained unclear to Puma why the PFOC was so negative about its
code of conduct:

You cal into question Puma’s Code of Conduct, an institution that has capably guided our company
toward human rights improvements for over a decade. While Social and Environmental issues were first

mentioned in our 1999 Annual Report, our corporate policies had been in place, and were outpacing

industry standards, for six years at that point?°

The letter further took issue with the claim that Puma was operating in a ‘ cutthroat’ industry.

This implies a win-at-all-cost mentality that is simply not Puma’'s operating procedure. We exp erience
tough competition from our rivals, no doubt, and sourcing strategies certainly play a role in this

competition. But your claim that ‘human rights are all too easily sacrificed to maximize profits' is
unnecessarily incendiary and ignorant of the myriad considerations taken into effect when making
sourcing decisions?’

The letter concludes in a more conciliatory tone, expressing the hope that Oxfam will be
included (along with the CCC, FLA and other NGOs) in Puma’s human rights dialogue.??®

In aMarch 15, 2004 reply, the PFOC stated that it:

appreciated that Puma continues to show interest and commitment to developing a pilot
project jointly with CCC and its union partners and hoped that the outcome of the dialogue,
would be a substantial pilot é:)roject that would contribute to better code implementation and
verification mechanisms .

noted that the outcome of the talks would influence the way that the organisations involved
would shape their upcoming activities in the context of the Play Fair at the Olympics
campaign’ .2

asked Puma to provide more ‘detailed information on its purchasing practices in the light of
code compliance’ .%*

solicited Puma’'s views on the PFOC suggestion regarding the development of an industry-
wide programme to address labour issues in co-operation with appropriate trade unions and
NGOs.

asserted that it appreciated Puma's effort to investigate the violations detailed in the report
but reminded Puma that companies were being ‘called upon to take steps which will lead to
systemic improvements for all the workers producing their goods and not to just address
issues on a case-by-case basis as they emerge.?*? ‘Given the fact that presumably all of
Puma’s locations were at some point investigated via the S.A.F.E. programme and given
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the fact that structural violations of Puma's stated labour standards still took place [in]
severa countries indicates to us that it is not so much a question of more investigations, but

rather a more credible overall approach. 2%

concluded that Puma had mapped its supply chain well, but equally clearly, violations were
either not discovered and documented in sufficient detail, or not dealt with adequately and

therefore persist. 3*

M esetings with the PFOC

Puma was the first company to organise an official meeting with the campaign aliance after
the launch of the campaign. This meeting, held at Puma headquarters on April 15, 2004, was
constructive, with Puma agreeing to

- share information about its purchasing practices policies with the aliance

- review its methods for worker interviews regarding labour conditions

- sharereports of factory investigations with local researchers and workers

- do more work on the issue of trade union rights.

Puma foresees discussions concerning this issue with the relevant global union federation — the
International Textile Garment and Leather Workers Federation (ITGLWF).%3®

A joint communiqué — agreed upon by both Puma and the PFOC — further elaborated that
Puma had done its own investigations into workers' rights abuses mentioned in the Play Fair
report and found some ‘ some discrepancies between the findings in the Campaign report and
those made by Puma’.%*® At the same time, Puma’s own investigations did find ‘similarities in
the finding — for example, on excessve working hours and on curbs on the right to
organise’ .>*’

The communiqué repeated Puma’s intention to set up a ‘pilot project focussing on complaints
mechanisms, involving other German companies, the German CCC, and trade unions .28 On
the issue of the integration between labour practices, ethical sourcing policies, and purchasing
practices, the communiqué stated:

....Puma informed the Campaign that it aimed to build long-term strategic partnerships with suppliers
and that 95% of the company’s needed capacity are placed ayear in advance. When the company
assesses and discusses a suppliers' capacity to meet their orders, working conditions are taken into
account. Nevertheless, the company was aware of the problem and conceded that it would be useful to
consider developing standards related to ethical purchasing practices for itself and the sector as awhole.

Puma agreed to share their thoughts on this with the Campai gn.239

According to Puma, the purchasing practices of the ‘non-brand’ companies undercut the efforts
made by a ‘very few more progressive companies .?*° For this reason, Puma shared the PFOC
objective to look into ‘how the rest of the industry might be brought on board’. 24

Puma attended the May 25 sector meeting.
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Umbro

Umbro prior to the PFOC

The company adopted a code of conduct at an unknown date. The code covers important areas
emphasised by the ILO (without directly naming them) such as: No discrimination, health and
safety issues, no forced labour, freedom of association, minimum wage standards, 48-hour
maximum work week, plus maximum 12 hours of overtime per month, minimum employment
age of 14/15, and no child labour. Suppliers are required to sign a Factory Agreement in which
they agree that they agree to ‘take steps to ensure compliance with these standards in their own
operations and those who supply them’. Until at least 2001, inspections were an internal affair
carried out by Umbro’s own product department staff. Questions have been raised as to how
qualified this staff was in checking workplace conditions.?*?

After the CCC’'s Euro 2000 Soccer campaign, a meeting had been organised between Umbro
and Labour Behind the Label (CCC UK) to discuss a number of issues. The company revealed
that it was looking to appoint external auditors. Labour Behind the Label had drawn Umbro’'s
attention to the fact that one of the companies being considered had just been the subject of a
report which concluded that the auditors had failed to devise effective and safe methodologies
for the interviewing of workers. A proposal fa further discussions on this issue was not
followed up. A second proposal where Labour Behind the Label would organise the
monitoring of some of Umbro’s Vietnamese footwear suppliers, was well received at the time
and alist of suppliers was promised. Ultimately, this list did not materiaise.

Communication with the PFOC

Umbro responded publicly to the launch of the PFOC via a press release where the company
argued that it welcomed the Oxfam Olympic report and was taking it very seriously indeed.
Umbro hes a strict code of conduct setting out the standards to which the company expect its
suppliers to adhere, including issues such as wages and benefits, working conditions, and
health and safety. It was constantly striving to improve its ethical working practices to deliver
social responsibility requirements 43

The UK national campaign coalition — Labour behind the Label, Oxfam GB and the Trades
Union Congress — sent their first follow-up letter three days after the March 1, 2004 letter,
which had been accompanied by the Olympic report.** The letter basically repeated the PFOC

recommendations and urged Umbro to take exploitative working conditions seriously and
ended with an invitation ‘to meet with your company to discuss these as well as the findings
and recommendations of this report’. 24°

Around the same time, a press officer at Oxfam GB received a call from Umbro, requesting the
locations of the Chinese factories. Although Umbro approached the PFOC and requested
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details to investigate further, the PFOC did not receive an official response on the
recommendations made in the Play Fair report in the weeks following the PFOC launch.

On April 19, 2004, a follow-up letter was sent urging Umbro to take the PFOC
recommendations seriously and to start ‘communicating with the organisations involved in the
Play Fair at the Olympics campaign and with their consumers as soon as possible’ .24

At the same time, LO Norway, the |CFTU-affiliated Norwegian national trade union centre and
Etiskhandel (the Norwegian Ethical Trading Initiative), generated a lot of public pressure on
Scantrade, a company with a license to operate in Norway and Denmark on behalf of Umbro.
Scantrade decided not only to meet with Norway representatives of the PFOC and to join
Etiskhandel, but also put pressure on Umbro to respond to the campaign. 24’

On May 11, 2004, the PFOC received its first official response from Umbro’s Chief Executive
Officer, Peter McGuigan. The letter opened with an apology for the delay in responding.?®
Peter McGuigan continued by saying that Umbro had been responding persondly to the

numerous communications from individuals and from members of the campaign coalition
»249

With regard to the content of the Olympic report, Mr. McGuigan claimed that Umbro took the
issue very seriously within our business and continued to strengthen its procedures. The
company reiterated the request for the identity of the factories cited in the report to enable
remedial action. *®

The Umbro letter was accompanied by Umbro’s response to emails which Umbro had received
from customers and anti-sweatshop activists. This response stated that Umbro:

...takes its responsibilities regarding the manufacture of its products very seriously indeed. Umbro
works with manufacturing partners who understand and can deliver our quality and social responsibility
requirements.

Umbro constantly monitors this process and compliance. All Umbro authorised manufacturers must
comply with the Umbro Code of Conduct, which Umbro believes takes into consideration the relevant
international worker’s rights. This document sets out the standards to which we expect our suppliers to
adhere including issues such as wages and benefits, working conditions, quality control and health and
safety. Alzlsgmpl oyees are guaranteed a living wage and the right to join a trade union under the Code of
Conduct.

Regular quality control visits are made to our suppliers in order to check that suppliers comply with the
Code of Conduct. If we discover that a factory has failed to meet any of these standards, Umbro will
work with that supplier to ensure that standards are raised to ensure compliance. In rare cases this can

result in termination of arelationshi p.253

The PFOC considered this a fairly weak response because none of the PFOC’s questions had

been addressed, although the response did request a disclosure of production sites mentioned in
the report. The campaign responded with a phone call urging the company to attend the ILO
meeting. Umbro confirmed its participation on May 14.2%*
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In aletter dated May 24, 2004, Umbro repeated its request for the identity of the factories:

... I would like to ask again that you identify the relevant factories referred to in your report so that we can
take remedial action. | reiterate the statement made in my previous letter that Umbro takes this matter very
seriously. We work with our manufacturing partners on an ongoing basis to ensure compliance and
continuing improvements. If improvements are not forthcoming we will, if necessary, terminate a

relationship with a supplier. 255

However, we cannot assess the situation without confirmation or further information about the allegations
made in the report. We would like to discuss this matter further with Xg?éj if you feel that it would be more

appropriate rather than simply providing the information directly to us.

Meanwhile, Umbro was confronted with a barrage of negative publicity. Umbro had planned to

float its stock on the market just prior to the Euro 2004 Championship in Portugal. McGuigan
told the press that ‘Umbro’s flotation will allow us to strengthen our brand profile and

accelerate our international strategy’. %’

Journalists linked the alegations of use of sweatshop labour and Umbro’'s stock market
flotation. The Guardian (UK, May 28, 2004) wrote that ‘potential investors had shied away
from Umbro, which has upset consumer groups for alegedly sourcing goods from developing
world sweatshops' .2*® The Sunday Times (UK) concluded that the Olympic campaign ‘could
not come a a worse time'.?>° The Independent (UK) cited sections of the Play Fair a the
Olympics report relating to Umbro’s sourcing practices and observed that it

...would be nice to think that before they garner their flotation windfall and bask in the comfort of Euro

2004 alongside England players sporting their leisurewear, Umbro’s executives might face some
guestions from the FA [Football Association].

At the same time, Labour Behind the Label increased the pressure on Umbro by organising a
UK tour with Neneng, an Indonesian worker employed by a factory that represents Umbro’'s
biggest Indonesian supplier.

It seems likely that this pressure played an important role in Umbro’'s decision to attend the
May 25 meeting and to agree to quarterly follow up meetings with the UK Playfair team and
the ITGLWF.

M eetings between PFOC and Umbro

In June 2004, two bilateral meetings took place. The first meeting took place between members
of the UK campaign team together with Neneng, the Indonesian worker mentioned above and
Agung Hermavan of LBH Bandung (an Indonesian labour rights NGO), and Collin Henry,
Senior Vice-President for Global Product, Umbro. The aim of this meeting was to clarify the
labour conditions situation in the Indonesian factories (in particular), to offer Umbro the
opportunity to hear about the redlity of workers' lives first-hand, and to give them a chance to
start a dialogue with local partners such as LBH Bandung. 2°° Although there were a number of
discrepancies in the accounts offered by Colin Henry (who had recently visited the factory) and
the Indonesian workers, the meeting went well. Umbro expressed its intention to work on
improving conditions by, among other things, organising a meeting between LBH (Indonesian
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labour NGO) and Reebok, another large buyer from this same factory. At the end of the
meeting, Henry explained that Umbro was planning to join the FLA. %%

A few days later on June 14, a meeting took place between representatives of Umbro and the
PFOC to discuss issues raised by the campaign.

At this meeting, Colin Henry explained that al of its suppliers were expected to adhere to
Umbro’s code of conduct. Compliance with this code was monitored by over 20 staff members
who are also responsible for quality control.?®? Concerning PFOC reports of workers' rights
violations, Umbro noted that it was challenging some of the PFOC findings. The company had,
however,

... conducted its own investigation in one of the Indonesian factories mentioned in the Play Fair report
and interviewed workers and trade union representatives without the presence of management.

At the same time, Umbro agreed with PFOC representatives about

the importance of conducting some interviews without management being aware of the selecti onzgérlocess
and agreed to [hold] further discussions with Indonesian labour rights organisations and workers.

Henry further claimed that the lack of integration of its ethical commitments and its purchasing
practices was not an issue for Umbro because it planned ‘its kit production at least one year in
advance’.?®® According to Umbro, the tension identified in the PFOC report were not
representative of the Umbro business, also because sourcing decisons were made by the
product department rather than buyers. The PFOC clearly did not believe that the mere
addressng of lead times was a satisfactory response (see, for an overview of the
recommendations the PFOC made on purchasing practices, page 66 of the Play Fair at the
Olympic report).

The company argued that was aiming to have ‘leading industry practice with its code of
conduct compliance’ and restated that it had applied for FLA membership ‘to further improve
its approach towards labour standards compliance’.?°® Umbro indicated that they had altered

their attitude because they were now a public company and therefore more accountable. The
company also agreed to organise some pilot training projects with ITGLWF.

In a joint communiqué issued by Umbro and the PFOC, the company further acknowledged
that problems endemic to the industry should be addressed by working ‘with others within the
industry and the WFSGI’ but expressed ‘ genuine concern that it may take some time to deliver
sustainable change'.?®” Finally, Umbro said it was

delighted to work with the Campaign i assess how best to ensure workers are more central to the
compliance monitoring process and how to ensure freedom of association is better respected. Umbro
offered to liase with the ITGLWF on thisissue:

Finally, the ‘meeting concluded with an agreemert that Umbro and the UK campaign should
meet on a quarterly basis to update on progress and to discuss way forward.’ 2%°
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In August 2004 the company met with representatives of the ITGLWF at its headquarters in
Cheadle, UK. The main purpose of the meeting was to discuss ways in which the company and
the ITGLWF could work together on the issue of sustainable forms of dealing with breaches of
labour rights, specifically the implementation of freedom of association and collective
bargaining. The ITGLWF emphasized the need for companies like Umbro, which recognised
the sense in having uniform codes and approaches for the sector, to lobby within the WFSGI
for tighter obligations to be placed on its members. Focusing on company level, attention was
drawn to certain anissions in the code specifically with reference to collective bargaining, a
clearer management system for operationalising the code, and transparency of the company’s
supply chain, particularly regarding disclosure of locations and licensees. There was then
considerable discussion about models of training on worker rights and worker representation,
and the need to ensure that local management ‘bought into’ the process. It was agreed that the
ITGLWEF draw up a programme of such training for an Umbro supplier in Hong Kong/China

Furthermore, in the months following the company has

- appointed a project leader to oversee the review of compliance throughout the business
(JuliaFinch - Director of Supply Chain).

- held meetings with representatives throughout the business to review and coordinate the
work that has been done to date

- met with the FLA to finaise the application..

- had business approval to join FLA

- met and undertaken business reviews of external compliance monitors to see how this
would integrate with our internal systems

- had business approval to appoint CSCC

- worked with CSCC to devise a bespoke information gathering system / bespoke audit
plan and reporting system / communications to factories and licensees

- reviewed and updated the code of conduct (this is currently with the FLA for final
approval)

- updating factory databases for the whole of the licensee network / conducting external
audits on al central and licensee factories

- reviewed and updated our factory authorisation process
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From Athensto Beijing —a Programme of Work for the Sportswear
Industry

The proposals below were developed by the ICFTU, ITGLWF, Clean Clothes Campaign and
Oxfam as part of the Play Fair at the Olympics campaign. They were first presented to the
ILO, the WFSGI, several of its member companies and other organisations at a consultation
organized by the ILO on may 25 2004. The organizations supporting the Play Fair at the
Olympics campaign welcome all feedback from industry and others.

1. Substantially increase activities that promote freedom of association and collective
bargaining, aswell as participate in international social dialogue.

1.1. The industry must take positive measures to ensure that people performing work in this
industry have the right to form and join trade unions of their own choosing and to bargain
collectively with their employers. Such positive measures are particularly important in
situations where workers are faced with oppression and can include:

Provision of clear guidance on w hat is expected from suppliers concerning
compliance with the standards on FoA and CBA, and what constitutes appropriate
consultative and representative mechanisms. Such guidance shall be consistent
with the meaning of Freedom of Association developed through ILO procedures.

Open communication of this policy to national governments

Support for an facilitatation training of management, workers and workers
representatives (separately and jointly) in freedom of association, CBA and labour-
management relations. Such training should take into account the gendered nature
of the workforce in this industry. Sourcing companies should ensure the full
commitment of suppliersin these initiative.

Providing paid time-off for worker representatives to participate in exchanges with
worker representatives from other suppliers providing the same brands.

1.2. The industry should formally recognize, and engage in dialogue with the organization
that represents workers performing work in this industry at the global level by:

Entering into aformal agreement (framework agreement) to be negotiated between

the ITGLWF and the WFSGI and its member companies and signed by the
ITGLWF and the WFSGI and its member companies.

The purpose of the sectoral framework agreement is to establish a mutual
relationship, which can facilitate freedom of association and collective bargaining

as the preferred mechanism for implementing fundamental employment rights and
resolving labour disputes in supplier factories in the sector.
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The sectoral framework agreement will contain a set of standards, which represents
best practice from the industry and which makes direct reference to internationally
recognized labour standards (ILO and UN declaration of human rights). It shall
include al of the human rights standards identified by the ILO as being the
fundamental rights at work PLUS the right to a living wage based on aregular
working week that does not exceed 48 hours, humane working hours with no forced
overtime, a safe and healthy workplace free from harassment, and in a recognized
employment relationship with labour and social protection.

It shall explicitly state that these policies can not be used to weaken any aready
existing protection for workers established through law or practice (for example by
adding that when code and law conflict, the company will follow whichever offers
the highest protection to workers.

A key provision in the sectoral framework agreement shall be access for the
ITGLWF to supplier locations of WFSGI member firms for the purposes of
facilitating recognition of trade unions of the workers choosing consistent with the
principles of freedom of association 2

The ongoing negotiations of a sectoral agreement shall in no way prejudice present
of future efforts within member firms of the WFSGI to meaningfully address the
issues of freedom of association and collective bargaining, as outlined under 1.1
and, nor shall it impede or replace any other efforts taken by sportswear companies,
individually or collectively, as outlined under 2.1 and 2.2.

2. Company-based and industry-wide action and cooperation with relevant stakeholders
to ensure large-scale, credible and effective code implementation:

2.1: Not withstanding the successful negotiation of a sectoral framework agreement,
improve and align code standards and compliance programmes with best practice in the
sector, including:

Creating management systems to ensure that managerial responsibility is assigned
appropriately in ensuring that suppliers are aware of their responsibilities in
respecting al of the fundamental rights that people have at work.

Creating the infrastructure to deal with complaints by recognizing trade unions and
providing paid release for trade union representatives to be trained in resolving
disputes over employment rights, and devel oping confidential and accessible means
for workers to report exploitation and abuse. Ensuring timely and effective handling
of complaints regarding violations.

2 Including those not affiliated to the I TGLWF.
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Mapping and investigating supply chains and developing mechanisms to ensure that
the company knows where and under what circumstances work is performed
throughout their supply chains.

Without prejudicing existing trade unions representation working with credible
(local) organizations that have the confidence of workers and their trade unions to
conduct, or assist in conducting, socia audits or workplace inspections;

Providing workers with independent education and training concerning their rights
at work, and increasing workers participation as well as consultation and
cooperation with local trade unions and labour related NGOs in al activities related
to code implementation.

Undertaking concrete activities to promote freedom of association, collective
bargaining and credible worker presentation in line with 1.1.

Increasing transparency about the composition and conditions in the supply chain

and about code implementation activities, with priority on ensuring feedback to the
workers themselves.

Addressing the negative impacts that their purchasing practices can have on code
compliance by developing more stable relationships with suppliers, providing
sufficient lead times so that production can be carried out using humane working
hours and by fully reflecting the costs of observing labour standards in the prices
that they offer their supplier or in the bids that they accept from suppliers, and
ensure that the workers concerned actually benefit.

2.2. Calling for a more active role for the ILO in code implementation and verification

The industry stell undertake an investigation jointly with the ILO in which the
present organization of the industry, in relation to purchasing practices, is
considered with a view to publishing a set of recommendations for the industry with
respect to lead times and schedules, unit prices, capacity planning and their impact
on working conditions. The investigation should be based upon terms of reference
to be jointly agreed by the campaign partners, the industry and the ILO and based
on the principle of worker centred research.

The industry shall press the ILO to take a more proactive role in the whole area of
code implementation and verification. This could include the development of
standards for social auditing, participation in code implementation and monitoring
projects , assisting in capacity building on the ground, the development of
curriculum and delivery in training modules, for example for CSR staff of
sportswear companies, at its center in Turin and the appointment/accreditation by
the ILO of social auditars.
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Beyond Geneva

Publicly and practically support the programme as outlined above

Seek to collaborate with MSI s already working in the sportswear sector, to increase
synergy and to ensure effective use of resources.

Promote attendance at a regiona consultation and planning meeting in Asiain
2004, to be hosted by the ILO, bringing together trade unions, suppliers, sourcing
companies and labour-related NGOs

Support the demands of the campaign towards the 10C, including the insertion of a
human rights clause in the Olympic charter and the establishment of a Commission
to deal with ethical labour practices along I0C garment supply chains.

The companies and the WFSGI should provide an early indication of their
intentions with respect to this programme of work. This could be facilitated by the
ILO.
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