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A. Case Introduction
In February 2007, NIKE announced its strategy agits revenue to $23 billion by FY11, up
from $15 billion in FY06. The company anticipateatt 75% of this growth will be generated by
the NIKE brand, built on product innovation, bratehdership, and increased geographic
expansion and market penetration.

The other critical component to this growth strgteg achieving operational excellence by
managing costs and driving efficiency. Such discgd operations management is driven by
lean manufacturing practices, materials consolitatstyle and SKU productivity, and gaining
supply chain efficiencies through human resourceagament.

NIKE views this strategy not only as a driver farsiness excellence, but also as a driver for
compliance in its contracted supply chain. Knowr'R©I* (Return on Investment Squared),
this strategy drives policy at NIKE and views sushility and compliance as a source of
profitable growth and innovation for the company.iBentifying and addressing the root causes
of noncompliance, NIKE believes this will both inoge working conditions and have the
potential to improve business. This shifts the alisse from corporate responsibility and trade-
offs to sustainability and win-wins.

This case examines one corporation’s attempts pbyape United Nations Global Compact
Principles in its business operations, particulanythe areas of Human Rights and Labor
Standards. Please see Principles #1-6.

B. Company Profile
Company Overview
NIKE is a major American athletic footwear, appaaeld sporting equipment company with
revenues of $15 billion in FY06.Headquartered in Beaverton, Oregon, NIKE employs
approximately 28,000 people in over 160 countrigs. subsidiaries include Cole Haan,
Converse, Hurley International, and Exeter Brandsu@.

NIKE is the largest seller of athletic footwear atbletic apparel in the world. The company has
historically differentiated itself from its compietis with its strategy of product innovation and
marketing (brand identity, celebrity endorsemelaigo) 2

NIKE’s Supply Chain

NIKE contracts most of its production to factorieserseas. NIKE's business model was
developed by Phil Knight when he realized that tnél@ outsource shoe production to lower-cost
Japanese producers, as was being done in the WS men appliance and electronics marKets.

! NIKE SEC Form 10-K, File No. 1-10635, July 28, BOPlease see:
http://www.sec.gov/Archives/edgar/data/320187/0@RI1P506156152/d10k.htm

2 “Hitting the Wall: NIKE and International Labor &tices,” HBS Case 9-700-047 (2000), page 2
3 “International Sourcing in Footwear: NIKE and Rekfi HBS Case 9-394-189 (1994)




When costs increased in Japan in the 1970s, NIKizedhds production to suppliers in Korea
and Taiwan. When Korea and Taiwan began to devetgmomically and costs began to rise,
NIKE worked with its lead suppliers as they re-kechsome of their operations to other, lower-
cost countries such as Indonesia, China, Thailaddvdetnam?

In addition to NIKE’s 28,000 employees, there ameadditional 770,000 workers employed in
over 680 NIKE-contracted factories across 49 cdesitr The majority of these workers are
women between the ages of 18-24 years old. Therityagd NIKE footwear is manufactured in
China (35%); Vietnam (29%); Indonesia (21%); andailémd (13%) Independent contract
manufacturers in 49 countries produce all NIKE biexh apparel for sale to the international
market as well as the U.S. Most of this apparetipotion occurs in China, Indonesia, Malaysia,
Thailand and Turkey. NIKE’s largest single appdaetory accounted for approximately 5% of
total FY06 apparel production.

While NIKE’s differentiation strategy of outsourgrand intense marketing has allowed it to
topple competitors, this business model has alsequhathe pressure of keeping costs low on to
suppliers. Some critics, such as journalist andviattNaomi Klein, argue that reform within
NIKE is not possible since it is their business eidtself that is inherently flawed.

In 2000, Klein publishe®lo Logq an international bestseller that criticized Arai$ consumer
brand culture and the corporations behind the masketing’ She was particularly critical of
NIKE, arguing it is guilty of exploiting workers ithe world’s poorest countries in pursuit of
greater profits. On March 8, 2000, NIKE respondedlein’s criticisms, offering a point-by-
point rebuttal to many of the claims in the bd®kVhile NIKE acknowledged the accuracy of
incidents occurring in the early 1990s, it arguest Klein fails to recognize NIKE's progress
and its ‘industry-first’ labor initiatives. Indeegthers, such as The Economist, argue NIKE’s
business model is similar to almost all consumedpct brands and that reform is possible, as
NIKE has already made much headway in the last giegrs.

C. Case Story
“The Story Behind the Swoosh: NIKE’s CSR Journey”
Monitoring for Compliance
NIKE has come a long way from its scandal-ridderysdaf socialirresponsibility in the

international garment and footwear industry. Afteseries of well-publicized labor incidents
with underage workers in Indonesian plants, aliegat of forced overtime in China, and

* “Hitting the Wall,” HBS Case (2000), p. 3

® Just to give some perspective, Wal-Mart contramsluction to 7200 factories — 10 times the nunatiéactories
NIKE contracts.

® SEC Form 10-K, July 28, 2006.
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http://web.archive.org/web/20010618162615/http #Ebiz.com/labor/nologo let.shtml




dangerous working conditions in Vietham during th@80s and 19908, NIKE became
“synonymous with slave wages, forced overtime, aritrary abuse,” as conceded by NIKE’s
own CEO, Phil Knight? NIKE’s initial reaction was to be defensive, amgithat these were the
practices of its suppliers who were contractors r@oidits own employees. Yet in the courtroom
of public opinion, perceptions mattered just as Imuicnot more than, reality. NIKE executives
knew they had to make some changes.

With “Generation 1,” NIKE came to develop a strinjecode of conduct. NIKE's Code of
Conduct requires factories to provide each workdeast the minimum wage; a clear, written
accounting record for every pay period; prohibéstéry owners from deducting employee pay
for disciplinary infractions; and strongly prohwbichild labor. In order to enforce this Code of
Conduct, comprehensive monitoring tools were degyeddo Compliance specialists were hired,
hundreds of factory audits were conducted, andioelships with multiple stakeholders were
forged. This stage of NIKE's CSR journey was knaagri'Generation I1.”

NIKE endorses the United Nations Global Compact Peimciples, as well as the CERES
principles. It is an active supporter of the Glolporting Initiative (GRI), and in 2005,
received much acclamation for being the first ia thdustry to voluntarily disclose the names
and locations of active contract factories makits products® NIKE was serious about
improving labor conditions, yet was not sure ifdisgular strategy of monitoring for compliance
was achieving key results.

“We’'ve come to realize that, while monitoring isicral to measuring the performance
of our suppliers, it doesn’t per se lead to sustaie improvements,” says Hannah Jones,
NIKE Inc.’s Vice-President for Corporate Responigii “We still have the same core

problems.**

NIKE's FY04 Corporate Responsibility Report underss the limited capabilities of
monitoring alone - 134 of the 497 factories (27%g9ducing NIKE apparel scored a “C” or “D”
grade, poor scores indicating serious violationstofCode of Condudf Currently, NIKE's
goal is to move contract factories earning a “C"@t grade to a higher grade within three to six
months, respectively. The goal being that therenareD” rated factories in the supply chain for
more than six months. Nike will work with the fagtoon the related issues and if progress is
made, NIKE will remove that factory from its list approved factoriedn the event that a
factory is in clear violation of its Code of CondublIKE will terminate its contract with the

1 “Hitting the Wall,” HBS Case (2000), p.1

12 phil Knight, Speech to the National Press Cluby 12, 1998

13 NIKE was awarded top honors by SustainAbility’Bdl Reporting Initiative as the top U.S. reporter
(http://lwww.csrwire.com/PressRelease.php?id=688aJ, the Ceres-ACCA North American Award for
Sustainability Reporting (http://www.ceres.org/névesvs_item.php?nid=159); Fortune magazine named the
company to is annual “Best Companies to Work Fist"ih 2006, citing its compliance efforts and resge to
overseas manufacturing conditions
(http://money.cnn.com/magazines/fortune/bestcongs006/snapshots/945.html). NIKE earned placement
Calvert Social Index, Dow Jones Sustainability kete KLD’s Broad Market and Large Cap Social Indjcnd the
FTSE4Good Index Series.

14 «gecrets, Lies, and Sweatshops,” Business WeekeNber 27, 2006

15 NIKE, 2004 Corporate Responsibility Report,
http://mww.NIKE.com/NIKEDbiz/NIKEbiz.jhtml|?page=29& m=fy04




factory, as it did with Saga Sports in Sialkot, B&n, when it was found the factory was not
adhering to the contractual agreement or the NikdeCof Conduct in the stitching of NIKE
branded soccer ball§.

In July 2006, Richard Locke of the MIT Sloan SchobManagement released a detailed study
of factory audits of over 800 of NIKE’s supplieschated in 51 different countries. Locke found
that working conditions at NIKE’s suppliers are ei¥’ While there was a slight improvement
overall in factories’ labor conditions over the csmi of two or three inspections, the vast
majority of factories move in and out of complianegh Nike’s standards. Many suffer from
persistent problems with wages, work hours andtheald safety issues.

The Fair Labor Organization (FLA), a multi-stakedter coalition of companies, universities, and
NGOs, found similar results in its experience witbnitoring. The FLA, of which NIKE is on
its Board of Directors and it monitors a sampleNtKE's factories annually, recently shifted its
focus from monitoring labor conditions and remedmat(FLA 2.0) to developing capacity for
compliance at the factory level (FLA 3.0). The FBA program seeks to identify the root causes
of persistent non-compliance, and then pools cestt resources and works to increase
collaboration amongst companies to address theses¥ The FLA also creates opportunities
for local stakeholders to play a role in identifyipriority compliance issues, provide capacity-
building services and assess suppliers’ progress.

Nike’s own monitoring data revealed five major ar@dnere noncompliance with labor standards
occurs within the apparel, equipment and footwedustries: absence of freedom of association
and collective bargaining; harassment and abusedfers; excessive hours of work; inaccurate
or non-payment of wages; and environment, healtth sefety issues. The root causes of
noncompliance typically emerge from national andenmational socio-political-economic
conditions; factory management; and the buyers seéras.

With these results in mind, NIKE began to thinkically about some of its own practices at the
management level that could be contributing to pearking conditions.
“We’ve come to the conclusion that we can monittilwve’re blue in the face, but it's
just policing. It's not getting to some of the r@obblems. And some of those root
problems are actually affected by what NIKE do#&s.”

1% “Nike Ends Orders with Soccer Ball Manufacturéyjke Press Release, November 20, 2006,
http://www.nike.com/nikebiz/news/pressrelease.jRyahr=2006&month=11&letter=tNike’s Dilemma: Is Doing
the Right Thing Wrong?” Christian Science Monitbecember 22, 2006,
http://www.csmonitor.com/2006/1222/p01s03-wosc.html

" Richard Locke, Fei Qin, and Alberto Brause, “DMnitoring Improve Labor Standards?: Lessons froldE!
MIT Sloan Working Paper No. 4612-06, July 2006

'8 There are currently 20 leading brand-name comparaeticipating in the Fair Labor Association. These
adidas AG, Asics, Eddie Bauer, Drew Pearson Margets EAR for Sports, Gildan Activewear, H&M, Liz
Claiborne, Mountain Equipment Co-op (MEC), New Bap, Nordstrom, NIKE, Outdoor Cap, Patagonia, ipisil
Van Heusen, PUMA, Reebok, Top of the World, TwimgeEprise, and Zephyr Graf-X. See
http://www.fairlabor.org/all/about/index.html

19 See hitp://www.fairlabor.org/all/resources/FLAT@ExX. html#events

% Charles Gatchell, Strategic Planning Manager, Gate Responsibility, NIKE. Interview with authdgnuary
2007




Over a period of several months, key departmentseedagether to examine NIKE'’s business
decisions and practices that could be affectingrabnditions in its supply chains. Soon
enough, “Generation 1lI” was born.

Generation 1ll: Moving Upstream
“Today we see that compliance on the factory flamra barometer for business
excellence both within Nike and for our factory tpars. This then becomes a business
discussion rather than a question of compliancg@alicing. That changes the nature of
the dialogue considerably.”

- Nike FY06 Corporate Responsibility Repo

“Generation III” is named so as it is the third geation of methodology for improving worker

conditions in factories. Generation | and Il (stamt$ and monitoring, respectively) did not
achieve the desired result of system change th&ENAnd the industry had envisioned.

Monitoring alone did not resolve some of the theshiworkers’ rights issues; it needed to be
complemented with an overarching strategy that wakers’ needsand made business sense.
Thus the vision behind Generation 1l is that oésponsible competitiveness,” where NIKE’s
productivity is enhanced by explicit account of ggEonomic, social and environmental
performance.

With this strategy of RGIdriving policy within NIKE, it is apparent that stainability and
workers’ rights are not just a responsibility, balso a source of financial growth for the
company. If policies aimed to improve workers’ fig/lo not make business sense, then they fall
to be sustainable and produce systemic change.

The ROf strategy is most evident in the areas of lean r@@turing; upstream focus; factory
ownership and accountability; and cross-industtiaboration.

1. Lean Manufacturing Practices
Aligning sustainable strategies to NIKE’s businstsategy will be achieved by refocusing
NIKE’s manufacturing model. Here are some key festwf this realignment:

Eliminating Waste

NIKE employs lean manufacturing practices in ortlereliminate waste, reduce costs, and
simultaneously achieve improved labor conditiongsrsupply chain while creating the highest-
quality product. Lean manufacturing is a managenpmlosophy that focuses on reducing
different forms of waste to improve overall custorwalue: transportation, inventory, motion,
waiting time, over-production, processing, and defe products (such as scrap materials). By
eliminating waste, especially material and lostetimuality is improved and production time and
costs are reduced.

NIKE officials believe this manufacturing model ialllow NIKE to get closer to the market in
order to understand what its consumers want. Btebeetermining consumer demand, SKU
management and productivity will improve, and mactidring partners, from the design of the
product to the final sale, will become better agign



“We live in a world where the consumer decides wtimy want to buy. The footwear
and apparel industry is driven by consumer buyiagits, therefore there are going to be
seasonal spikes. What we are truly doing is workingbuild capacity planning
capabilities to ensure, to the best of our abisifiehat we are not overbooking our
manufacturing partners. The closer that we get tdarstanding the market, the better
and more accurate the information we are puttirig ithe system than in the past.”

In the long-term, NIKE seeks to align factory humasource management (HRM) with lean
manufacturing concepts driven by the manufactuanigs. Key characteristics of this alignment
will include freedom of association for workers aprbductivity-based wage improvements.
Insofar as wages, a key potential benefit of leamunfacturing is a higher-skilled, higher-paid
workforce, since the workers will be trained tofpan multiple tasks and will increase their
productivity. As efficiency and quality improve, slo productivity and profitability, and these
gains are shared with workers who will now havehbrgskill sets and more value in the market.

NIKE admits that a shift to lean manufacturing daes guarantee (indirect) increased wages, as
other factors such as the costs of manufacturiagh(sis petroleum or cotton), in/consistent sale
price to buyers, and the assumption buyers wildl pwices steady can all affect wages. In FY08,
NIKE plans to evaluate currently wage levels aesteld contract factories that implement lean
manufacturing in order to determine the impactrodpctivity on wages; build a set of measures
for factories; and identify best practices to proen@OF with other factories.

Protecting the right to freedom of associationng of the most challenging issues NIKE (and
the rest of the industry) faces. Better HRM wiNatve education programs for contract factory
workers and managers and setting up grievancersgdteaddress workers’ grievances.

NIKE’s goal is to have 90% of its footwear prodocticome from lean lines by the end of FY11.
In apparel production, 18 contract factories (caswpg nearly half the volume of worldwide
NIKE apparel production) have begun lean training another six will begin in FY08. Over
time, it is believed these enhanced operationatjpes will translate into reduced costs and thus
a better price-value to the consumer. This willdlea the price-value benefits of potentially
better wages for workers and investments in workioigditions.

Materials Consolidation

In addition to enhancing operational practices sashmeeting product process deadlines and
better planning, NIKE will work to reduce the maads palette. With better control of the
material palette on the front end, NIKE can beplen with its material vendors, thus having the
required materials delivered on-time during thedpiion process. Not only will this elevate
product delivery performance to the retail custgnensolidating materials will work indirectly
to elevate workplace practices through reasonaileshof work.

SKU and Style Productivity

The CR, operations and manufacturing leadershik teeaise awareness of the correlation
between proliferation of product styles and deolyactory performance on quality, delivery
and compliance. With fewer styles there will beagee returns for both business performance



andworking conditions.

NIKE’s CFO Don Blair explains:
“One of the great strengths of our company is ohility to create compelling innovative
products that excite consumers. But there can bartach of a good thing. Each quarter
we sell about 13,000 different styles of footwead apparel and because of our high rate
of seasonal turnover, we sell tens of thousandsfigrent styles every year. And there are
many additional styles that make it part way througe process, but don't end up in the
final line that goes to market.

Each one of these tens of thousands of stylessdcests; costs for design, development,
sampling, transportation, storage and sales. Fatfeear 95% of our revenue comes from
about 35% of our styles and for apparel the figisrabout 40%.%!

In an effort to drive down costs and better focmsconsumer demand, NIKE will focus its
competitive strategy on customization and adaptagbtelucts like “NIKE Plus.” Good for
business and revenue growth, such a strategy askswo reduce the possibility of excessive
overtime by reducing the number of styles availade requiring advanced planning. By
squeezing more value out of its operational and agament practices, NIKE will not only
improve profitability but also potentially improvabor conditions.

Evaluation: The Balanced Scorecard

Before Generation lll, NIKE focused on the ratings the contract factories obtained by
monitoring separate from other business measures. with Generation 1ll, NIKE uses a
balanced scorecard to track the measures identi#edROf: quality, price, delivery, and
compliance. Developed by strategic planners andosemanagers within manufacturing,
operations and corporate responsibility, the coamake rating is based on the supplier factory’s
Labor and ESH audit scores. Each one of the fouriesgquality, price, delivery, compliance)
is worth 25% of the total balance scorecard. Nlkekvards the best performers with the best
opportunities.

2. Upstream Focus

Excessive Overtime Taskforce

In June 2005, NIKE founded an “Excessive OvertinasKforce” to identify internal practices
that trigger excessive overtime after its FY04 répecognized excessive overtime hours to be
one of the most pressing and pervasive issues KENontract factories. Chaired by current
CEO Mark Parker, the task force has identified 2Gskues created by the buyer (NIKE), the
country, and the contract factory that lead to twer beyond the legal limits. The goal is to
reduce the number of drivers in the supply chaet #ontribute to overtime, such as poor
application of laws, flawed factory management apphes and faulty upstream performance of
buyers.

2 Investors Meeting, “The Consumer Decides: NIKE W&s@s Competitive Strategy on Customization andtibiga
Personal Consumer Experiences -- Data about th&NKs Personalization System,” http://mass-
customization.blogs.com/mass_customization_ope@0v®2/the_consumer_de.html




NIKE’s Director of Compliance explains what NIKEkasits own staff to do to help accomplish
this goal:
“We are building the discipline to hit your requderoduction dates therefore making
the right decisions at the right time that do nait goo great of a burden on the
manufacturing partner to meet their delivery datés.

While some excessive overtime can be attributetheocyclical nature of the product cycle in

apparel, brands can be more proactive in redudiegamount of overtime needed to meet

product deadlines. Late design changes and poecdsting by buyers put pressure on factory

managers to meet deadlines. This can be exacerbatittory managers who have completed

poor production planning, or unexpected events sisghower shortages or late material arrivals.
“We realize the need to educate our product creafiaks and our manufacturers, and
acknowledge that all these upstream decisions gah will affect the manufacturing
capability of our manufacturing partners which cdupossibly lead to pressure of
overtime.”

The Overtime Taskforce identified different arebattwill both provide financial benefit to
NIKE as well as control excessive overtime. Theseas overlap with lean manufacturing
processes to ensure cost control and improve Ethadards:

1. SKU Productivity: Fewer styles decrease the compjexithin the supply chain and can
generate greater profitability as costs for extedemals and labor are reduced

2. Materials Consolidation: Leads to less complexitgl &ss volume of diverse materials in
order to ease pressure on the supply chain

3. On-time Commercialization: Meeting product deaddirem buyer side is crucial so the
added pressure to deliver to market on time ispfated on the factory. The factory will
benefit as it will save on extra costs of rusheéteight to deliver back to the buyer on-
time.

4. Forecast Accuracy: Crucial to get close to the miank order to ensure accurate product
forecasts. Inaccurate forecasts can cause sigmifeoed sudden increases or decreases in
orders.

5. Sample Reduction: Reducing samples will positiveipact the factory floor, as well as
significantly reduce the amount of waste generatdtie overall supply chain. The need
for sales samples is part of the traditional bussn@odel, which is to be replaced with
lean manufacturing practices.

Early warning systems are a potential solution igna when time pressure will lead to
excessive overtime. Better upstream education alrmetpressure impacts for all the business
units from strategic planning to product design ako prove effective. Downstream education
is also important, as most contract factories uegtenate the true cost of excessive overtime.
Costs such as turnover rates, costs of recruitimgteaining, and lost time due to incidents and
accidents all add to the factory’s expenses. tritscal to continuously make the business case
for eliminating excessive overtime, since for miasttories the business case is what will most
likely lead to compliance.

2 Charlie Brown, Director of Compliance, NIKE. Intéew with author, January 2007.



3. Factory Ownership and Accountability

Traditional tariff and quota systems under the Miiber Agreement have led many in the
industry to have a short-term view of the relattupsbetween buyer and supplier. This in turn
leads to a short-term view of suppliers’ relatidpshwith their workers. NIKE seeks to move
toward lean manufacturing and have fewer strongg-term strategic partnerships with
suppliers. Staying with a factory that meets ladtandards can prove to be more profitable in the
long-term, since moving sourcing to new factoriethvperceived lower costs means additional
time and resources to get them to compliance.

NIKE country teams, which are educated on CR stalsday the Compliance department at
Headquarters, will then in turn educate local maotufrers to apply the same standards used by
global product engines. The Compliance team appiessame New Source Approval Process
used for global suppliers to manage the quality mundber of suppliers engaged by any specific
country business unit.

Focus Countries, Focus Factories

One area of re-organization is NIKE’s relationsiigh its strategic manufacturing partners. The
Compliance department will focus its energy andacég-building efforts on the 20% of
suppliers that account for 80% of the long-term atrdtegic impact to NIKE. These “focus
factories” are long-term NIKE partners with morarh25% of their business from NIKE, and
who have more than 400 workers each. Each focusrfaavill have an activity plan co-
developed by the factory, the Compliance departpsent the NIKE business unit. In total there
are 112 focus factories.

These key suppliers are located across ten “foausitdes”. China, Indonesia, Vietnam,
Thailand, India, Turkey, Morocco, Mexico, Hondurasd Brazil. These ten countries hold the
largest share of NIKE production, and their sped#iels of potential risk have been identified.
Focusing on the performance of this 20% group aldUKE to better manage the performance
and capacity-building efforts within these factsrie

4. Cross-Industry Collaboration
Collaboration amongst brands is crucial in ordeimmprove labor conditions in factories across
the board in the apparel and footwear industry.r&uly, NIKE is working on collaborative
efforts with other brands in the apparel and spquipment side. Since the majority of NIKE’s
manufacturing partners are solely aligned with NiétEthe footwear side, NIKE is in discussion
with other brands on the apparel side such as #pel®&., Levi's, and Timberland to collaborate
on auditing process and procedures and the ren@dj@iocess.
“We all work with the same factories and we all balie same problems in our factories,
so we should be solving these problems togetheguse these are real issues that are
beyond our companies. These (labor and compliaissees affect the livelihoods of the
people who make our product$>”

Collaboration amongst the brands would lead to tgreefficiency in the factories. A typical
factory that produces goods for some of the leabtiragds is subject to audits from each of the

% Charles Gatchell, Strategic Planning Manager, Gate Responsibility, NIKE. Interview with authdgnuary
2007



brands. Not only is this hugely inefficient, botbr the factory and the brands, but it can also
support corruption at the factory level. There igrawing crop of “CR consultants” in China
who are hired by factory managers to help them passudits, sometimes by creating double
sets of accounting books or finding other creatinag's to fool auditors. If the brands unite their
efforts and do one audit for every three, for eximihis incentivizes the factory to keep up to
code so as to face fewer audits. This same logidNIKE to disclose its factory lists in 2004, in
the hope that the other brands would follow sud aropel an organic movement amongst the
brands. Puma and Timberland have already followéd s

In addition to collaboration around auditing, NIKBpes to align with other brands to provide
training opportunities to factory managers.
“We want to employ best practice with HR managemfat will first implement this with
our strategic partners, and from there with all oomanufacturing partners. With key
brands, we hope to share our facilities to ensurat tthey back the implementation
process. So we are definitely sharing as theserprog are developed, and with that we
want to continue involving external stakeholdersapacity building roles **

Beyond working with other brands to improve labonditions in factories, NIKE is working
with the International Labor Organization, the Haabor Association, NGOs, and governments
to develop industry-wide change. NIKE is involvadthe JO-IN Project (Joint Initiative on
Corporate Accountability and Workers Rights) in Key, which involves six major MSis to test
common codes and monitoring prografsSeven multinational brands joined the initiatfoe
the purpose of conducting the trial project in Tayk- NIKE, Gap Inc., Adidas, Hess Natur,
Marks and Spencer, Patagonia and Puma.

NIKE also supports the ILO Better Factories Cambgqatioject and subscribes to its world-first
information management system (IMS), a computergedem for monitoring and reporting on
working conditions’® NIKE is one of about 20 international buyers wlas sommitted to source
garments from Cambodia, which is seen as crucralhi® survival and growth of the country’s
garment industry, and has helped establish amitienal buyers’ forum to help buyers speak to
other stakeholders as one voice and promote Camlodbdther garment buyers based on the
country’s good record on labor standards.

NIKE seeks to move beyond brand collaboration aenidlying shared contract factories to
developing common code application standards, @odis and methodologies. This will lead to
the improved quality of factory performance datal anore efficient monitoring and data
gathering without adding extra dollars for sucheéort.

The Road Ahead

The carrot-stick approach of monitoring for comptia has proven to be insufficient in tackling
the most difficult labor issues. NIKE is placingegt value on the ability of its RO$trategy to

24 Charlie Brown, Director of Compliance, NIKE. Intéew with Author, January 2007
% See http://www.jo-in.org
% See http://www.betterfactories.org
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align business and social returns into its findnstatements to address many of the most
difficult and challenging labor problems that remainresolved through monitoring and
reporting. By focusing on three key areas: affecgsgstemic change for workers in the apparel,
footwear and sport equipment industry; implementsgtainable business models; and using
sport as a tool for social change, NIKE underscaieprogression in its CSR journey. This
innovative RO approach may prove to be NIKE’s most successfgestn its CSR journey.
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