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What Are the Issues?

No significant improvement in global
working conditions over last 15 years

Traditional OHS paradigm not working
“New” strategies coming to the fore

OHS professionals have a big role to
play in effective, sustainable solutions




Bad Conditions

Very long hours of work

Very low pay

Pay delayed, under-paid, or never paid
Unsafe and unhealthy conditions
Physical abuse and sexual harassment
Child labor

Lack of basic rights




Bad conditions:

How do we know?

News media reports

Factory re

ports from non-governmental

organizations (NGQOs)

Reports from Multi-Stakeholder
Initiatives (MSIs)

Reports from transnational corporations
themselves




Chinese workers toil with few rights to make
the world's toys

The day China's sweatshop workers rose up in
mutiny and looted the plant




The MeGraw-Hill co

usinessWee

AMERICA’S HIGH-TECH

How U.S. companies may -
contribute unwittingly to the
exploitation of foreign workers

BY STEVE HAMM & MOIRA HEREST




Looking for Mickey Mouse’s Conscience —

A survey of the working conditions of

Disncy’s supplier factories in China

























MSI: Fair Labor Assoclation

“Independent External Monitoring”
2007 Report of 2006 audits:

- 147 factories, 110,000 workers, 38
member companies

- 2,511 non-compliance issues with 76%
classified as “substantive benchmarks”

- OHS issues: chemical management,
ventilation, PPE, electrical, evacuation




MSI: Fair Labor Assoclation

“Despite the extensive remediation efforts
of FLA-affiliated companies, the 2006
IEM findings clearly indicate that Health
and Safety issues continue to be
pervasive around the globe.”

- FLA Independent External Monitoring report,
December 2007




MSI: Fair Labor Assoclation

“Independent External Monitoring”
2009 Report of 2007-08 audits:

- 239 factories, 232,900 workers, 39
member companies

- 890 non-compliance with “substantive
benchmarks” for workplace safety

- OHS issues were found in 93% of audited
factories in 2008




MSI: Fair Labor Assoclation

“The most prevalent code violations
globally continue to occur in the area of
health and safety, followed closely by
violation In the areas of wages, benefits
and hours of work.”

- FLA Independent External Monitoring report,
September 2009




MSI: Fair Labor Assoclation

“Independent External Verification”
2007-08 audits of actual implementation of
action plans from 2004-05-06 audits:

- 2007 verifications of OHS action plans -- only 50%
fully remediated with 82 new findings

- 2008 verifications of OHS action plans -- only 48%
fully remediated with 107 new findings

- Overall full and partial remediation: 71% of plans




International Brand: Nike
2005-06 Corporate Responsibllity report:

— 50-100% of supplier factories exceed hours of
work in Nike Code of Conduct

— 25-50% of factories exceed hours of work of the
country

— 25-50% of factories pay wages below legal
minimum of the country

— 25-50% of factories experience physical, verbal
and sexual abuse

— 10-25% of factories in countries where freedom of
association does not exist




International Brand:
The Timberland Company

2009 CSR report for 2007-08 audits:

— 300 factories In 36 countries
— 247,000 workers

— Most common OHS code violations:
* Fire and emergency preparation
 Chemical exposures and controls
* Physical hazards and controls
e Inadequate medical services




International Brand:
The Timberland Company

2008 factory audit findings:

— 262 of 300 factories had fire and
emergency violations

— 213 of 300 factories had physical hazard
and controls violations

— 150 of 300 factories had chemical exposure
and controls violations







Current (Bad) Conditions

 Marginal improvements in last 15 years

 OHS better than “political” issues of
wages, hours and union rights

e Continuing “race to the bottom” as all
factories in the global economy
compete with one another for lowest
production costs and highest profits




Why so little progress?

Famous “Three-legged stool”

 Government: regs and enforcement

 Employers: compliance and pro-active
hazard identification and correction

« \Workers: informed and empowered to
assist employer in compliance




Governments

Limited or no OHS regulations

Limited financial, technical and human
resources -- only going to get worse
with current crisis

Under intense internal and external
economic pressures

No political will




Governments

e Mexico:
— $212 billion foreign debt
— $16 billion/year on interest alone
— No political will -- few resources
e China:
— 24 million new job seekers every year
— Lack of safety net means social tensions
— No political will -- limited resources




Employers

* Intense, global competition among all
enterprises for lowest production costs

and highest profit margins

 Internal contradictions of CSR
undermine success despite intent

o All parties end up “gaming the system”




Employers

« Significant number of “low road”
employers in global supply chains

» Terrible conditions Iin their basically
unregulated plants exerts pressure on
competing plants everywhere

 CSR and systems-management OHS
programs never arrive on plant floor




Employers

Schizophrenic business model

e |nternal conflict between CSR and
sourcing departments

» Lack of integration of CSR goals with
the “Iron triangle” of price, quality and
delivery time

* Lack of support for factory-level CSR
programs




Employers

“Salaries which are set by the government,
have become too high” in China, “We have
already opened our first factory in India.
Countries like Laos, Cambodia and Vietnam
will be added. Production will also return to
former Soviet republics and eastern
European countries.”

- Adidas CEO Herbert Hainer told the German
business magazine Wirtschaftswoche, July 2008




Employers

“The US Is really putting us into a
dilemma,” says LI Wencheng (a Disney
supplier in Dongguan, China), “Clients
talk about high-quality products and
human rights in one breath, and in the
next they're telling us we have to cut
prices.”

- John Liu and Stephanie Wong,
Bloomberg News, February 11, 2009







Employers

“Monitoring by itself is meaningless. It
only works when the company that’s
commissioning it has a sincere interest
In Improving the situation...Companies
rarely get bamboozled about this sort of
thing unless they want to.”

- T.A. Frank, Washington Monthly, April 2008




Workers

Deepening poverty worldwide

Rising inequality both between and
within countries

Desperation combined with lack of legal
Or union protections

Longstanding challenges: lack of
knowledge and skills; high turnover
rates; lost time/pay concerns




Workers

e The “third pillar” of OHS paradigm
unable to play Iits role:

deological opposition by employers

~ear of firing and pay loss on workers’ part
_ack of knowledge and skills

_ack of release time and technical support




‘New” Strategy

o Standard application of traditional O
paradigm has failed in the globalized
economy

“New” strategy centers on two keys:

— Reform the business model

— Nurture and sustain genuine worker
participation




Business Model

 Integrate CSR principles into sourcing
policies and decisions

 End CSR “ghettos” within corporations

 Move beyond “policing” supply chains
from afar to “capacity-building” of key
players throughout the supply chain
















Business Model

» Coincides with reorienting business
plans toward “green” or “sustainable”
production in raw materials, energy,
water, and waste

 Full circle: Nike’s 2009 Corporate
Responsibility report -- “lean, green,
empowered and equitable”




Workers Participation

 New take on an old idea: genuine,
meaningful participation by workers

e Glive actual content to “employee
Involvement” buzz words
* Absolutely essential in new world:
— Huge factories
— Falilure of government regulation
— “Gaming the system” on the factory floor




Workers Participation

100% commitment to safe workplaces
On site all day, every day

Direct knowledge of problems

ldeas for possible fixes

Can verify whether fixes actually work,
and whether supplier factories are
gaming the audits




Worker Participation

“We have inspections of factories, both
announced and unannounced. But we just
don’t have the assurance that things will be
the same the next day. Factories in China are
Incredibly sophisticated at finding ways to fool
us. The best monitors are the workers
themselves.”

- Doug Cahn, Reebok CSR Director, Financial
Times, December 2002




Workers Participation

o \WWorkers possible roles
— Conduct inspection and identify hazards
— Investigate accidents and exposures
— Evaluate and verify hazard corrections
— Peer training with co-workers




Worker Participation

Growing number of company initiatives to
“empower workers”

Reebok: factory elections in China
Disney & McDonalds: Kaleidoscope
Hong Kong Workers Health Center
HP: trainings with CWWN and LESN
Timberland: trainings with Verite



















OHS Professionals

“Inside players” able to promote business
model reform:

— As employees within the corporation
— As professionals within the profession
— As citizens within our countries




OHS Professionals

» Assist workers to play their role:
— Research and information
— Training of staff and leading workers

— Technical assistance in “anticipation,
recognition, evaluation, and control of
hazards” -- tox, epl, ventilation, programs

— Technical assistance with complaints
under NAFTA, to the ILO and other bodies

— Financial and moral support




OHS Professionals

 Examples of how we can realize our
potential as global OHS professionals:

— MHSSN

— OK International

— DWOI

— National AIHA committees




Summary

Working conditions are still bad
The traditional OHS paradigm has failed

“New strategies” -- really new content
and life for the old ones -- are required

OHS professionals have a key role to
play and real opportunities to contribute
to effective, sustainable improvements
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