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Abstract

This case study illustrates how Ford has systematically integrated considerations of human rights to man-
agement systems and operating procedures in the period of time from 2000 to 2009. Ford has defined
quite clearly the relationship of human rights and business policy both in theory and in practice. The case
study addresses particularly the first two UN Global Compact principles in placing special emphasis on
sustainability policies and challenges in the context of supply chain management. It also elaborates on
Ford’s leadership role in bringing both the issues and potential solutions to the global automotive indus-
try in an effort to expand and maximize the leverage within the company’s sphere of influence through
collaboration with other actors. The case study concludes with a passage on lessons learned and an out-
look on the future of sustainability work at Ford.

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

http:/ /www.unglobalcompact.org/data/ungc_case_story_tresources/doc/52BIFDI6-DCA7-46A5-8DB8-
B75D342AD218.pdf

2 Malte Dold is a PhD student, Business and Economic Ethics, at the University of Bayreuth, Germany. Peer re-
view of the case study was provided by Mark Chatelain, EH&S Advisor, Johnson Controls; Dr. Wolfram Heger,
Senior Manager Corporate Social Responsibility, Daimler AG; and Scott Jerbi, Senior Advisor, Realizing Rights.



1. Company Profile

Ford Motor Company is a family company founded %3 by Henry Ford. His idea was to combine
mass production with mass consumption to productased economic growth on socially just
grounds. By linking mass production of affordabletomobiles using the assembly line to high
wages for his workers, Ford had the vision to fostaterial advancement and peace. From the be-
ginning Ford identified those potential opportustivhich embodied morally correct business.

Through a century of significant change, especigllyecent years, Ford has maintained a commit-
ment to social justice and human rights withinciésporate culture and, as an employer, affords its
workers fair and just working conditions from a @lcas well as a business point of view.

As has been highly recognized in literature andriass reviews, business value is derived from re-
sponsible working conditions. A safe and healtloykplace in which people are treated with respect
internally promotes employee satisfaction whichtuim, increases productivity and decreases quality
issues. Advocating human rights externally witthia communities Ford serves illustrates the com-
pany’s trustworthiness to the consumers. Trustwimess is a central value that contributes to reduc
ing reputational risk and shapes business oppdigani The close cooperation Ford has had over the
years with its corresponding labour unions is a @estration of the good relationship with its em-
ployees.

Today, Ford Motor Company, based in Dearborn, Mjahi manufactures and distributes automo-
biles across six continents. The company has a®@bii000 employees and runs 90 plants world-
wide; the company’s automotive brands include Faid¢oln, Mercury and Volvo. Besides those
companies it owns and operates, Ford has relainstith over 2,000 production suppliers that op-
erate at over 5,500 manufacturing sites and tteadtymre 130,000 parts for inclusion in the vehicles t
company sells. In addition, Ford purchases otbarproduction supplies, including services, market-
ing, construction, computers, industrial materiiksalth care and machinery from over 9,000 suppli-
ers. Overall, the company spends over $90 billobally per year on production and non-
production purchases.

Ford has a Code of Basic Working Conditions to Whi@xpects all owned and operated sites as well
as all suppliers to adhere. The company has ésiall programs to communicate expectations for
human rights standards on various levels, to peo¥attory-level training for supplier compliance,
and to evaluate the performance of suppliers.

2. Ford and Human Rights

Ford initiated formal acceptance of human rightaare element of its sustainability strategy in
2000. At that time, multinational companies wetereasingly coming under public scrutiny. The
substantial power of the MNE at the end of th® @éntury was accompanied by accelerating global-
ization and hastening environmental change. Pualwlareness about corporations’ social responsibil-
ity rose perceptibly. As a consequence, the topi€SR expanded increasingly into business con-
sciousness. Ford as a global company — with cies®rbusiness partners and suppliers located in all
regions of the world — clearly was affected by tinésv development. In response, Ford engaged in a
three-day dialogue with internal (Human Resourdésnufacturing, Purchasing, Office of the Gen-
eral Counsel) and external (Interfaith Center onpGrate Responsibility (ICCR), Business for Social
Responsibility (BSR), OXFAM, and Amnesty Internaiéd) stakeholders to clarify how and to what
extent it could answer these challenges. Parall¢he stakeholder dialogue, the newly established
Sustainable Business Strategies office compard¢idtines developed by other leadership companies
in the field of Corporate Citizenship (Levi-StrauBssney, McDonalds, Nike, and Novartis) in order
to learn from exemplary good-practice cases. Assalt of these efforts, Ford identified two main
dimensions of responsibility: climate change amdhén rights. Since then, Ford has undertaken
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numerous initiatives with regard to environmensaluies: this case study focuses on Ford’s human
rights activities.

Based on the results of the stakeholder dialogupD3 Ford began implementing a Code of Basic
Working Conditions (CBWC) which was then formallyogted in a revised version as a Policy Letter
in 2007. The Code [see Appendix 1] is the fourmtatf Ford’s work in its own operations, supply
chain and its collaboration with others in the isity. The original publication of the Code covered
workplace issues such as child labour, compensdioced labour, freedom of association and col-
lective bargaining, harassment and discriminatf@glth and safety, and work hours as well as re-
sponsibility and implementation. The 2007 revisfarther articulates Ford’s commitment on addi-
tional key issues such as community engagementraligenous population, bribery and corruption,
environment and sustainability. Therewith, it sksias a general endorsement of human rights frame-
works and charters, such as the UN Universal Dattar of Human Rights; the ILO Tripartite Decla-
ration of Principles concerning Multinational Enqggses and Social Policy; OECD Guidelines for
Multinational Enterprises, the Global Sullivan Riples of Social Responsibility, and the standards
of the Fair Labor Association and International 8ebrkers’ Federation.

Ford’s CBWC applies to its own facilities as wedl @ those of its joint venture companies and sup-
pliers. Since 2004, Ford has conducted 41 formsgsssnents of Ford facilities, four of which were
joint-venture facilities. Ford has assessed betweanand six owned and operated plants per year.
The sites are selected by Ford’'s Sustainable BssiS&ategies and Supply Chain Sustainability func-
tions based on the sites’ impact on Ford’s suph8irg emerging issues and the views of nongovern-
mental organisation representatives and humansragtitvists.

The process of assessing Ford’s facilities inclualegiestionnaire to be completed by facility man-
agement and a detailed review of documents relategtie full range of working conditions issues
(e.g., collective bargaining agreements, grievapaecedure logs, employee hotline records and
health and safety audit reports). The findingshef questionnaire and document-review serve as the
basis for interviews with facility management. particular cases in which there seem to be system-
atic failures in procedures, the assessments atdode facility visits. The findings of the assess
ments are initially shared with neutral third pantyman rights organisations (such as ICCR) and then
published on the Ford Web site.

In April 2008, Ford joined the United Nations GlbliZompact and was invited to join the Global
Compact’'s Human Rights Working Group as a represieet of global industry. It is the only auto-

motive company participating on that group. Therkifg Group aims to: improve dialogue with

governments; build capacity on business and hurnggutsrgenerally and on particular human rights
issues; foster collaboration with partners, inaigdhongovernmental organisations; and work with
business and human rights experts to share metimetiapproaches.

Ford has also developed a range of processes tioeethsit the operations of its business partnats an
suppliers are adhering to the CBWC in practicee Mhxt paragraphs describe the key actions Ford
has taken to integrate human rights systematiaatidysupply chain management.

3. Human Rights and Supply Chain Sustainability
Ford’s suppliers are located all around the wotld. complex global supply chain encompasses sev-

eral thousand supplier facilities that employ a@nmillion people [see Appendix 2]. The legal
structures governing working conditions and thel®f enforcement vary widely across the countries

3 Cf. Ford’s cutrent Climate Change Repott: http://www.ford.com/doc/fordReptBusImpClimChg.pdf.



in which the suppliers operate. Ford’'s aim isiguge that its suppliers’ business is consistettt wi
the local law and aligned with Ford’s own CBWC. ngmared to the implementation of human rights
considerations into plants owned and operated bvg,Rbis work demands more effort as Ford has
relatively less visibility to suppliers’ facilitieparticularly at the sub-tier level.

In order to effectively promote human rights andpgar working condition in the supply chain, Ford
established the Supply Chain Sustainability (SG8ug in 2002. The SCS group sits within Ford’'s
Global Purchasing organisation and is responsiepfoviding local factory trainings and assess-
ments for global supplier sites, directly engagatghe corporate level with strategic suppliers and
driving industry collaboration on supply chain cagimhs. The group does also manage emergent
environmental issues relevant within the suppljirthdhe SCS group consists of four full-time em-
ployees located at headquarters in Dearborn andégional leads based within the regional business
units in Brazil, Germany, India, and China. Wille texception of the China-based position, all the
regional leads are on rotation and come from ficatht business positions such as buyers, quality
engineers and program managers. Within a reasopabiod of time in which they build competency
and experience, these individuals rotate back ant@aditional Purchasing role, taking their new ex-
pertise with them to further apply within the cotitef the business.

Ford’s Supply Chain Sustainability concept considta three-pronged approach containing: (a) the
engagement with individual supplier facilities, (b engagement with key suppliers’ corporate man-
agement and (c) collaboration within the Automotiveustry.

Engagement with Individual Supplier Facilities

As part of the global terms and conditions thategovord purchase orders, suppliers are prohibited
from using forced labour, child labour and physidaciplinary abuse, and they must abide by the
local laws in the countries where they operateesEhrequirements were established in January 2004
for production suppliers and in September 2005atbothers. The Global Terms and Conditions
serve to set the expectation that suppliers willkioward alignment with Ford’s CBWC in their own
operations and their respective supply chains. cimelitions point out Ford’s right to perform third
party site assessments and stipulate that Forderaminate the relationship for a supplier's non-
compliance.

The primary focus of Ford’s work on human rightstgnsupply chain is building capability among its
suppliers to responsibly manage working conditiditssd has developed and delivered tailored train-
ing programs for Ford suppliers in cooperation Wit Automotive Industry Action Group (AIAG), a
North American member-based, non-profit industrgugr specializing in supply chain issues. By
interacting with managers from human resourcedtthead safety, labour affairs and legal depart-
ments of participating companies the training whdgs emphasize the interpretation and application
of legal standards, international best practice stnelss the vital importance of sound management
systems to govern factory working conditions.

Supplier training sessions are customized and sbaka day long interactive workshop facilitated i
the local language by qualified trainers and lawyeith local expertise. The workshops involve
multiple automotive suppliers to encourage peemieg. Additionally, the training includes a re-
guired communication cascade in order to providesiimilar learning within the plant management
and on the plant floor by all workers. Direct digy-suppliers will also receive an information cas
cade following the training course. The trainisgnandatory for all Ford suppliers and the training
requirement is not considered fulfilled until euide of the training cascade has been submitted back
to Ford within four months of the actual course\al.

Since the launch of the program in 2004, Ford haised 1,621 managers at 1,317 supplier compa-

nies. These suppliers have moved on to the praafessif-assessing their facilities for compliance

with local law and Ford’'s expectations. Now theg aompleting the final stage of the program,
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which is communication to both workers and theinosuppliers on the topic of working conditions
expectations. Ford focuses its training progranthenseventeen countries it previously identified a
having higher risks of substandard working condgib

While communicating Ford expectations and buildsugplier capability, Ford has also conducted
more than 550 assessments of existing and prospesiippliers in twenty countri@s.The assess-
ments provide feedback to Ford and suppliers abowtwell they are meeting legal requirements and
Ford’'s expectations — creating a baseline for agraknt discussion with suppliers in that country.
They also inform training content and provide ihsignto the effectiveness of Ford’s training pro-
grams. Assessments consist of a detailed quesii@@m document review, factory visits, as well as
management and employee interviews, and are caedibgtexternal auditors.

Labour Issues Discovered
In the 550+ assessments conducted since 2003ndimdiave supported Ford's chosen approach of
supplier development and capability building. Hssessments revealed that suppliers did not always
have a clear understanding of the local laws, whegulted in unintentional breaches. Generally,
there was no evidence of forced labour or phygitstiplinary abuse among these supplier plants.
However, the assessments revealed a wide rangbsefved issues connected to inadequate health
and safety conditions at the working place accorngubby inadequate emergency systems. In some
cases, wage-related infractions were identified tirAes, these were related to inadequate or imappr
priate timekeeping systems resulting in a failergpay correct overtime wages. In other instances,
suppliers failed to pay the correct local minimurage or to provide the correct social insurance.
Some situations are complicated further by the afssub-contracted labour; it is difficult in these
cases to identify responsible parties for labour-compliances. Limited or restricted access to ap-
propriate documentation regarding subcontracteduatvas also evident in this context. The right to
freedom of association is difficult to verify. Whiall assessed suppliers had either union repiesen
tives or a grievance process, there may be isbaésite not effectively identified through the asse
ment process. For this reason, Ford continues itgitbommitment open dialogue and engagement
with suppliers through a developmental process.

Ford continues to assess its suppliers to devatdpiraplement appropriate corrective action plans
and pertinent capability building measures. Thiotite process of assessment and capability build-
ing, Ford has the opportunity to encourage chahgrighout the tiers of suppliers and affect positiv
change more broadly.

A limitation found during Ford's experience withpglier site assessments is that although individual
factories are capable of change, they are oftenagethor under the direction of corporate offices
located distantly in other countries. These aterobne of many sites linked back to a multi-nalon
corporation that controls policy and dictates mamagnt system structure. Unless these corporate
entities are engaged in dialogue and systems di@iydord found that they were unable to affect
meaningful and systemic change.

4 These identified higher risk countries are the following: Americas: Argentina, Brazil, Colombia, Mexico, Vene-
zuela; Asia and Africa: China, India, Korea, Malaysia, the Philippines, South Africa, Taiwan, Thailand, Vietnam;
Europe: Romania, Russia, Turkey. Locations were identified based on production and sourcing trends; sales trends;
and relative perceived risks based on the input of human rights groups, companies’ experience and other geopolitical
analysis.

> Among these are the above mentioned higher risk countries plus the three Central American countries Honduras,
Dominican Republic, and Nicaragua.
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Engagement with Key Suppliers’ Corporate Management

Ford has established long-term, strategic relatipsswith a select number of suppliers. Relation-
ships with these suppliers are structured througiu’'s Aligned Business Framework (ABF). The
bilateral ABF agreements comprehensively and fdgmsdell out 22 key business commitments for
both Ford and the ABF suppliers. The agreememiotighly articulate business practices designed
to increase future collaboration, including phasedpfront payment of engineering and development
costs, extended sourcing and data transparencypa®f the agreement, Ford increases the volume
of business with select suppliers. Another elenoénhe ABF agreement is the commitment by sup-
pliers to manage and assure proper working comditimd responsible environmental management in
their facilities and in their supply chain. ABFmliers must also adhere to Ford’'s Global Terms and
Conditions.

Ford is facilitating this ABF commitment to respisie supply chain management through a three-
phase process, in which ABF suppliers are asked to:

1) Articulate clearly expectations and standards forking conditions by establishing a code of
conduct covering working conditions and environmaénésponsibility throughout the value
chain.

2) Promote these working conditions standards in fislly owned facilities, with joint venture
partners, and with suppliers throughout its val@irc through training and compliance proc-
esses.

3) Drive environmental performance in its wholly owntegtilities, joint venture partners and
with suppliers throughout its value chain througbponsible environmental management sys-
tems.

Each supplier identifies an executive to lead teeetbpment of its code and supporting processes. It
is the responsibility of the executive lead to mpwmrporate progress against established metics t

Ford. Since the ABF program began in 2005, Fosldpproved a total of 65 ABF suppliers, ten of

which are owned by minorities or women.

In order to facilitate Tier 1 supplier ownership f@sponsible supply chain management, Ford has
committed to providing suppliers with a range opport and assistance based on its experience in
this area. Ford has developed an in-depth resaguimie to give suppliers information and back-
ground on human rights, generally, and on the dgweént of their own codes, specifically. It is
sharing the developed training materials, as welinformation and developmental guidance on its
compliance and training processes. Finally, Fasg tommitted to working with suppliers to help
resolve issues and concerns.

The ABF agreement enables Ford’s strategic sugpitetake greater responsibility in ensuring proper
working conditions. It is an evolutionary steprfrdencouraging” to “expecting” suppliers to adopt a
working conditions code similar to Ford’s and toselep training and compliance systems for their
internal facilities and supply chains. For Foitg idvantage of entering into arrangements based on
shared commitments is a reduction in the numbesugpliers and an improvement in the overall
management of the supply chain since the supphesi&ing conditions programs can be managed in
a resource-effective fashion rather than Ford micemaging supplier performance by conducting
assessments at all the individual supplier sitegerify compliance. The consequence is a clearly
arranged business model that increases mutuatadviity, drives innovation and reduces the risk of
operational or reputational problems through a sblsustainability management system. The ABF
leverages Ford’s efforts to manage human rightsesavitonmental responsibility issues in its supply
chain in a more collaborative, in-depth, integradad aligned manner.



Collaboration within the Automotive Industry

Ford’s work with supply chain working conditionsshalways been set in the context of a long-term
vision inclusive of the automotive industry as aokeh This vision includes convergence on a set of
common human rights expectations and collaboraitti®n to ensure that these expectations are met
throughout the supply chain. Both the work witlrd=specific suppliers and within an industry con-
text has been proactive, without specific pressume outside of the industry. This proactive posi-
tion has enabled innovation and creative spac&dod and other automotive companies — as well as
the luxury of developmental time to benchmark pesgrin other industries so as to avoid common
pitfalls.

Therefore, Ford has initiated a cooperative ingusitiative on human rights and working conditions
issues through the Automotive Industry Action Gr¢ApAG), beginning in North America and now
extending to global manufacturersord wants to bring together all the major automske adopt a
strong, consistent approach to protecting humdrtgim the automotive supply chain.

The underlying idea is that all participants in upply chain — from the original equipment manufac
turers (OEMSs) such as Ford, to the suppliers thkmsgto the government agencies that set and en-
force the regulations governing operations — magniolved to make these efforts sustainable. Such
collective action will not only minimize costs aimtrease efficiency for OEMs and suppliers alike,
but will lead to better results than if individuampanies take steps in isolation. Especially ingm

for this process is the dialogue to compare, leand, receive feedback about each company’s own
initiative.

Within the AIAG, Ford has approached collaboratwith what would otherwise be known as com-
petitors with an “open book” on human rights andkireg conditions issues — sharing strategy, ra-
tionale and implementation tools. Ford has placsedbject matter expert on loan at the AIAG offices
to lead the work as well as share Ford learnindaterials developed within Ford to promote respon-
sible working conditions have been offered to theup as a platform for use and development. In
2005, Ford, General Motors, Chrysler and the Néntierican offices of Honda and Toyota began
work to explore a cooperative industry approacpriumoting decent working conditions in the sup-
ply chain.

Participants in the initiative have created a $gfuddance statements to establish a collectivastrg
position on key human rights and working conditissies. The statements are based upon the core
elements of individual companies’ codes and pdicjeint codes created by other industries as well
as key international standards, and they coveddhbour, forced labour, freedom of association,
harassment and discrimination, health and safeiges and benefits and working hours. These state-
ments serve as a baseline agreed upon by all ttieipating OEMs and are used as a platform for
common training$.

In 2006 and 2007, the sponsoring OEMs from the Allathched joint factory-level training work-
shops in China and Mexico respectively. All tragnimaterials were based upon Ford-developed
trainings. With the support of the AIAG and endonent from the China Association of Automobile
Manufacturers (CAAM), the mandatory training in Ghireached 461 Tier 1 suppliers to date across
three OEMs. In turn, the information and expeotaifrom these training sessions were cascaded to
21,799 people (mangers and workers) at the Tiemppler level and to more than 2,100 Tier 2 sup-
pliers.

¢ For further information, see the AIAG website: http://cr.aiag.org/



The OEMs participating at AIAG engaged stakeholderd further developed training materials be-
fore the launch of a training program in MexicoZ607/2008. The work in Mexico was partially
supported by an US$185,000 grant from the U.SeSdapartment to Business for Social Responsi-
bility, a non-profit group that works with compasit advance responsible business practices. This
public-private partnership enabled the buildingrelftionships with local industry associations, the
Mexico national government and domestic suppliersléxico. As of the end of 2008, a total of 494
Tier 1 suppliers across five OEMs patrticipatedha Mexico training. In turn, the information and
expectations from these training sessions was dadda 44,833 people (mangers and workers) at the
Tier 1 supplier level and to more than 5,600 Tisu@pliers.

In the process of conducting localized, factoryelevaining, the automotive companies came to the
same realization collectively that Ford had foumdvpusly — engagement at the corporate level is
required for systemic enhancement of supply chaimking conditions. In December 2008, the
AIAG and the five participating OEMs organized tywitot working conditions training sessions tar-
geted at senior management from the procuremeanhis@ions of their top supplier companies. The
AIAG is actively evaluating further opportunities éxpand these corporate engagement offerings in
2009/2010 in a cost and resource-effective manner.

4. Main Challenges and Solutions

After having described the main human rights itiies, this section presents Ford’s major chal-
lenges during the process of integrating humartsigito its business. It shows how Ford dealt with
(a) challenges at the beginning of establishing@bde of Basic Working Conditions (CBWC) and
discloses how Ford currently handles strugglesiwi{b) the Supply Chain Sustainability (SCS)
group as well as within (c) the Automotive Indusfigtion Group (AIAG).

(a) CBWC

Challenges
Implementing an initial Code of Basic Working Catimtis (CBWC) which included all the main

business practices relevant to human rights wagnifisant challenge. In the beginning of the proc-
ess, there were several internal organisationakgssround the governance and organisation of the
management systems requirement. Leaders in mdutifay; labour relations and purchasing all had
valid reasons to “own” the policy. Of course, savaargued whether the Code was needed at all
since Ford was almost fully unionized, and cyniel the Code would provide more power to the
unions. Another concern was the real need of a@mdan automotive company that was under con-
sistent scrutiny for its environmental footpriffthe struggles were to find the right answers ttcaii
questions from internal management and staff, asciiow does such a Code sell cars? Do we have
the essential resources to implement it succeg8fuldoes such a Code incur more costs than it gen-
erates benefits? Doesn’t the increased transparaake Ford more vulnerable to critics? What are
the legal consequences? Such questions wergetjlifundamental and widespread amongst senior
management at the beginning of Ford’s proactivediunights engagement in 2000. In fact, deriva-
tions of the questions can still emerge almostcade later, as economic struggles dictate the treed
evaluate all functions that are not “directly” caated to the business. Fortunately, the Codesés in
grated into the business practices, so the isswsmay challenge do not linger, and management
agrees that leadership in Human Rights is an impbgart of the overall sustainability strategy.

Solutions
Concerning the internal CBWC implementation, it veasential to stress the business case of human
rights from the very beginning. The responsiblespes in the Sustainable Business Strategies had to
clearly point out that both traditional businestuea — such as risk management, cost efficiendy, ou
put effectiveness — and new business opporturdtieslirectly linked to sustainable corporate citize
ship engagement. It also was very useful to irelin corporate legal team from the very beginning
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of the human rights implementation process to agatling stuck in small but important juridical
detail questions. Through intense and persistent work, Ford’s semanagement was convinced
about the necessity and profitability of strongiéggrament between Ford’s business interests and hu-
man rights. Since abstract human rights terminokmgmetimes was an obstacle for intelligible com-
munication, communication was improved by breakilogvn the term to its concrete meaning and
placing it in the context of working conditionst was important to explain the direct correlatia b
tween employee safety and product quality as veetha effect of trustworthiness to secure reputatio
and license to operate in low cost markets — irinbetter understanding of legal and regulation.

(b) Supply Chain Implementation

Challenges
Another main challenge in Ford’'s implementationgass was the division of roles, responsibilities

and accountability between the newly establishegpfuChain Sustainability (SCS) group and the
more traditional roles of the Global Purchasingamigation in which the SCS group was embedded.
The SCS group objectives have been to engage upihlisrs only on matters related to human rights,
working conditions and environmental sustainahiliithe commercial aspects of supplier relations —
such as purchasing decisions and supplier qual#yuations — remained separate with buyers and
quality engineers. This separation of responsibdlilimited SCS staff in their ability to integeat
supply chain compliance consistently with otheribess considerations since they are removed from
the day to day interactions between buyers andlignpp Likewise, though buyers and quality engi-
neers have the most contact with suppliers they wéen not engaged in evaluation of a supplier’s
performance against working conditions expectatiombe consequence of this division was a dis-
connect on company priorities and misaligned conioation to suppliers. The lack of aligned ob-
jectives fostered an inability to see the relevaoicevorking conditions performance metrics to the
business relationship — for both suppliers and tauye

Working alone as individuals within an entire gesggrical region of suppliers, the SCS group of
eight employees was understaffed for the task sfesyatically integrating human rights considera-
tions within Ford’s Global Purchasing organisatiohhe SCS group has to provide oversight of a
large population of 5,500 production suppliers,ragpnately 2,000 of which are located in high-risk
markets in terms of human rights and working caodg. This makes a rough ratio of about 500 sites
per staff (four staff dedicated to site managememtjus, the group has faced internal challengés wi
capacity without optimal integration in businessgasses.

An even broader challenge exists concerning théeimgntation of aligned human rights objectives
and corresponding activity across functional departs and regional offices within Ford's large
international organisation. Faced with regionadibess units operating somewhat autonomously in a
global, decentralized environment, the challengéentégrating SCS objectives homogeneously into
purchasing decisions is considerable.

Solutions
The SCS group is working to overcome both geograpinid functional barriers through internal
alignment efforts such as internal training, evatratools, structural changes and reporting lines.
Ford is currently trying to integrate SCS priostiento routine purchasing practices starting with
aligning the CBWC objectives across the entire Rasing structure and making sure that those ob-
jectives are translated to the regional businegts.uin this context, objective-setting is conazhas
the first step towards determining the roles angaats that individuals have in fulfilling human
rights standards and ensuring that these are iffgctommunicated and incorporated into theiryail
responsibilities. Buyer and quality engineer atterce at supplier assessments and training is becom
ing an increasing occurrence and greatly incresgpglier responsiveness. All communications with
suppliers on human rights progress — training sesaments — now also includes copy to business
relationship contacts to reinforce the connectiorihie business and sourcing decisions. Their in-
volvement also creates a more reasonable site-raamead workload for the SCS staff.



A concrete step towards integration is the modifica of the already existingupplier quality
evaluation. At the moment, all business units regularly este¢ suppliers based on quality, cost and
delivery performance. These quality scorecardgeriewed regularly and are the basis upon which
future buying decisions are made. Environmentiéria are already incorporated into this evalua-
tion. However, suppliers are currently evaluateplasately on human rights and working conditions
performance. In order to avoid two separate evians, Ford plans to use the supplier quality
evaluation process as tactical connection to Sg&ctes. Establishment of two-way data feeds
between quality and working conditions managemgstess is considered a potential solution to
ensure ongoing, consistent integration of SCS arsthbss objectives in supplier performance review
and relationship management.

Ford’s approach to greater internal alignment meaéched pairs system launched within its product
development and purchasing departments. In tiggesy not only are the strategies of the two de-
partments aligned, but members of each departmentadred with members of the other so that deci-
sions are made in tandem from the beginning. $ys$em leads to an alignment of the two depart-
ments and shared cost objectives and supplierglialin order to improve interaction with suppliers
by allowing them to directly engage at the rightele For example, supplier feedback on difficidtie
related to manufacturing certain parts or humahtsigpecifications can go directly to the team that
made those decisions and which has the abilitgjiosathem. This approach provides an ideal oppor-
tunity to ensure clear, consistent messaging tplsrp from all points of contact within Ford indiu

ing the Supply Chain Sustainability office. It malgo provide an opportunity for Ford to internally
align human rights objectives among Ford employeegss two separate organisations (Product De-
velopment and Purchasing).

In order to achieve ongoing impact on the localptiep level, the employees’ attendance to working
conditions training as well as the complete resoltthird-party assessments are reviewed regularly
by the SCS regional managers and local businesagearent. These establishaliodic reviews of
regional supplier performance are essential torgéaelialogue and awareness around major supplier
human rights issues. The headquarter SCS tearessiegrorts on high-risk human rights issues, spe-
cific supplier progress and trends observed witlallonanagement, as well as with overall executive
management on a quarterly or as needed basis. edajgr regional results are also reviewed by all
executive management quarterly at the Global PsichaDperating Committee review.

It should be noted that Ford is attempting to faodlitions within existing and emergent business ac-
tivity. Current times are full of change for thet@amotive company as the North American auto sec-
tor transforms itself to meet the needs of therfutuOpportunities for integration of sustainailit
considerations to overall business restructurirapplare numerous. New and possibly tangential
initiatives are likely to be viewed as a “flavourtbe month” and less likely to find success.

(c) Industry Collaboration

Challenges
A third main field of challenge lies within the effs towards industry collaboration at the AIAGs A

with any collaborative work with supply chains hetUnited States, Europe or other areas, anti-trust
considerations limit the type of information sharddue to the AIAG’s extensive experience in deal-
ing with these considerations, the collaborativeaative sector work has not suffered significantly
The challenge exists in the extra layer of confiddity inserted to data management which does
cause delays in response to suppliers and overalnzinication.

Another challenge faced in current days is withia tinancial structure of the AIAG workgroup. All
participating OEMs fund the common training offeredspecific geographies so as to avoid financial
burden on the suppliers. In addition, developnsrd maintenance costs are carried by the OEMs.
With the current economic stress and industry dawntthese monies are constrained.
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Furthermore, the work of the AIAG is strongly maikdey cultural differences in each of the OEMs
(referring to both company and national cultureghese cultural differences affect the way that the
individual companies communicate with suppliers apdrate internally. Finally, broader participa-
tion by other automakers and eventually dominaat Tisuppliers will be needed to achieve an indus-
try-wide approach to promote decent working condiiin the automotive supply chain.

Solutions

Ford expends considerable effort in the developnoéradditional resources and networks that will
ensure the successful communication of working tamm$ expectations throughout the automotive
supply chain. Effective data management and dverganisation by a third party such as is provided
by the AIAG is crucial to the progress of work teldito promotion of human rights in the automotive
supply chain. Increasing supplier ownership ofkiray conditions issues can be achieved through an
expansion of engagement opportunities — in the fofrckevelopment of e-learning programs and eas-
ier access to direct engagement in the AIAG.

Active outreach to others in the automotive supgigin — including global automakers and heavy
truck manufacturers, industry associations, majporaotive suppliers and cross-sectoral initiatives
can serve to expand the training program both @apes@nd impact. Partnerships will be key to the
AIAG effort going forward with above mentioned past These partnerships will also provide crea-
tive funding solutions and less resource intensiaiming delivery mechanisms that will alleviate th
financial constraints that may otherwise be plagedn the group. The evolution of public policy in
both the US and Europe is also anticipated togastiincreased participation from diverse players i
the automotive supply chain including other gloB#Ms. It requires patience and compromise to
find common ground upon which to base activity wtstill affording the individuals in the group the
liberty to manage human rights issues in a way ithatigned with their companies’ process, proce-
dures and culture.

5. Lessons Learned

Ford has learned much over the years from theiramunights implementation process and they con-
tinue to learn as their work evolves to meet thenging needs of the business and global communi-
ties. Important factors have enabled progressirgiedration of human rights in Ford’s supply chain
and can be formulated as recommendations for ofhsuing integration of human rights to com-
pany policy and procedure.

Secure Executive Support
Supplier'ssenior management must be convinced of the impoetand benefits of business integra-
tion of human rights considerations. Direct comination from top “customer” executives to top
supplier executives on this issue during meetimgkaher engagement opportunities has been espe-
cially meaningful; often, incorporation of this fogo standard business meetings can be especially
effective at conveying importance on par with othasiness considerations.

Establish Central Supplier Information Management
A central database and consistent metrics for gapgdmpliance are keys to ensuring the validitgt an
accessibility of data. This reduces variable comigations and potential internal inefficiency and
ensures that the same level of scrutiny is beipeg across the board. In order to provide corlstan
updated, consistent information, Ford has estaddigtentral information management and will con-
tinue to develop this system internally and integnaith existing supplier information management
systems.

Build Individual Expertise
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The Ford Purchasing structure encourages intetaffirstation so that individuals have the opportu-
nity to develop new skills and share their expertisth other departments. The regional SCS and
purchasing groups have staff members coming frodnnaoving to different departments. This inter-
nal mobility allows for increased information sheyj communication and collaboration at both the
individual and departmental levels.

Empower Regional Managers
Having regionally and centrally based SCS stafhwéporting lines into the Global Purchasing head-
guarters enables the regional managers to comntarso@plier issues from “bottom to top” in a di-
rect and efficient fashion. Regional SCS manageesfully integrated in theibusiness units and
well-connected to the central SCS group. Theyratfanique possibility for ensuring that SCS global
objectives have local influence as well as abledsam the ground who can translate those objectives
into purchasing practice. In turn, via the conitecto headquarters, Ford ensures that the logal co
cerns of the regional managers will not go unheard.

Communicate Intelligibly
The SCS department strives for consistent and cleamunication about the program, supply chain
issues, and overall importance to Ford’s stratehyis increases the strength of its message, ailpwi
it to be better heard by both internal and extesnaliences. Both management support and posses-
sion of a standardized, comprehensive source ofrirdtion contribute to SCS’s long term success.
All global staff uses the same centralized commativn, assessment and training materials with
local customization, including translation, as rieeg for effectiveness.

A clear insight identified early during the implentation process was that it is better to speak in
terms of working conditions instead of human rigliteen beginning internal and/or external dialogue
within the industry and to make clear and practieaharks concerning the implementation of proper
working conditions. Further discussions can explbe relationship between working conditions and
human rights. Working conditions are an identifgagtarting point for productive dialogue.

It was important to find a communication balancéween Ford’s expectations and the suppliers’
local understandings of business. In this regatdadhers, Ford attempts to avoid paternalistic seha
iour and rather puts focus on a supplier’s indigldesponsibility and accountability.

Build Long-Term Supplier Relationships
Ford establishes comparatively long-term relatigpsstvith suppliers and is taking this to a new leve
with ABF suppliers as described. This leads toeased openness, dialogue and a partnership atti-
tude. In the absence of a punitive approach, gngpare more willing to collaboratively discuss
challenges and solutiong’he nature of supplier relationships found througheord’s supply chain
enabled a program of social compliance based wagring and capability-building.

Stress Connection Between Working Conditions arehBmic Output
There is increasing anecdotal evidence that a coypafforts to address working conditions, envi-
ronmental challenges and other sustainability ssre good indicators of its management’s leader-
ship capabilities and overall long term successd ks beginning to see the same within those leade
ship companies involved in the Aligned Businessraaork. To further their ability to quantify and
communicate this connection, Ford is further explpithe correlation between quality and working
conditions to demonstrate a stronger businessfoasapply chain sustainability management.

6. Outlook and Conclusion

True integration of human rights is a long-termgess that requires patience and endurance. After
starting discussions in 2000, the first implemeatabf the CBWC was achieved at the parent com-
pany in 2003. This code was then revised basddaitback in 2007. Meanwhile, the code was inte-
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grated systematically into supplier terms and dibor$, communications and purchasing practices.
Finally, the industry collaboration within AIAG wasd still is the overall pivotal success factatth
will enable Ford’s human rights work to sustainaibmpact the global automotive supply chain.

Throughout the implementation of human rights adF@ has been important to have a clear overall
understanding of sustainability at a strategic li¢hat is the same for both owned and operated site
as well as for the supply chain. Another majorghsfor Ford is the need to integrate human rights
objectives into purchasing processes, decision mgakind evaluation so that the integration of sus-
tainability policies to overall business strategy de a meaningful exercise. The application of co
tinual improvement processes is essential inclueéwajuation of program impact and success. The
resultant gap analysis must be addressed in aytifaghion and it is anticipated by Ford that contin
ual training and education — both internal and rextle— will be a primary vehicle for closing gaps
identified.

Much of Ford’s future efforts in the context of lmess and human rights will lie in further enhance-
ment of the work within the AIAG. Ford will contile to conduct its own training and assessment
programs in countries not covered by AIAG programnd will continue promoting accountability and
leadership behaviours within the Tier 1 supply bdseugh the ABF. Furthermore, Ford will seek
ongoing opportunities to strategically leverageagsessment data and training processes to improve
its overall approach to working conditions and emwimental responsibility in the automotive supply
chain. Clear, consistent communication that suppesponsible working conditions will be a key
component of Ford’s continued work.

In addition, Ford constantly monitors approachegeliged by other organisations and industries in
order to incorporate what they have learned. Ehaso viewed as an opportunity to avoid duplica-
tion in the development of tools and resourcestanalleviate the burden that any one company or
industry may carry for common supply chains. Ongdnformation sharing and discussions are im-
portant in enabling further alignment in identifgicross-functional and cross-industry prioritiesl an
human rights objectives.

This case study has shown that the formal integradf the human rights dimension in business has
contributed to an enhancement of business proceglsmword and improved the ability of suppliers
to address working conditions at both the policgl aperational levels. Today it is very unlikely to
find a manager at Ford who would deny the meaningis of human rights in the context of busi-
ness.

In spite of the economic slowdown, Ford’s supplaiohsustainability activities have not been af-
fected by minimizing cost strategies primarily hesa an integrated objective of the SCS work is the
identification of cost-sharing and resource effeetopportunities within the larger context of the
automotive industry as well as other industriesolwhéross-sect automotive — electronics, textiles,
extractives, etc. Ford conceives its commitmerfiuman rights not as an impediment to doing busi-
ness, but as a strengthening factor to be incotgwta new business frameworks.

Ford Motor Company benefits from its ethical busseulture. If one considers the current situation
of other automakers in the global economic slowdosvie recognizes that doing business in an ethi-
cal and transparent manner may contribute to ecamaability. The attitudes of senior management
exemplify Ford’s commitment to sustainability: Harecognizes that its products “no matter where
they are made — are manufactured under conditf@isiemonstrate respect for the people who make
them,” according to Tony Brown, Group Vice PresideihGlobal Purchasing, “This is just as impor-
tant as quality, cost-competitiveness or timelirdsgelivery.”
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