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CASE STUDY
| Nike’s CSR Challenge

i In 2005 Nike returned 1o yeporting on its social and environmental practices after a couple of years
_} of silence due to legal concerns. The sports and clothing company is Very important o countries
‘ such as Vietnam, where it is the largest private-sector ermnployer with more than 50,000 workers
} producing shoes throngh cubcontractors.! Nike’s 2005 report makes sobering reading, as it de-
scribes widespread problems in Asian factories. The coropaly caid it audited hundreds of factories
in 2003 and 2004 and found cases of abusive treatment in more than a quarter of its South Asian
plants. For example, between 25% and 50% of the factories in the region restrict access to otlets
and drinking water during the workday. The same percentage of factories demes workers at least
one day oft in seven. Tn more than half of Nike’s factories empioyees work more than 60 hours per
week. In up-to 25% of the factories, workers refusing overtime were punished. Wages were below
the legal minimum at up 25% of factories.”

For the first time in 2 major corporate report, the details of all the factories were published.
The report was significant for this transparency and being so candid about the problems that
workers for Nike faced, and therefore the coptinuing challenges for the management. The NGOs
working on these issues know that such probiems are common. Indeed, they realize that the
company invested more in improving conditions than many of its competitors. Siudies of vol-
uniary corporate attempts at improving labor standards in global supply chains have suggested
that while they are delivering widespread improvements, GEW approaches are needed that engage
goVEernments, NGOs, and local businesses.

This realization led to & new strategy from Nike. In May 20035 Nike’s vice president of
corporate respousibility, Hannah Jones, told delegates at the Ethical Trading Initiative (ETL)
conference that, whereas the company had previously been looking into how 10 solve prob-
lems for themselves, nOW they are exploring how to create systemic change in the industry.
She explained that “preminm brands are in a lonely leadership position” because “CONSUINETS
are not rewarding us” for investments in improved social performance in supply chains. Like
other companies, they have realized that the responsibility of one is to work towards the ac-
countability of all. Consequently, one of Nike’s new cOTpOTate citizenship goals is “to effect
positive, systemic change in working conditions wiihin the footweax, apparel and equipmment
industries.” This involves the company engaging labor rministries, civil society, and competi-
tors around the worid to iry to raise the bar so that all companies have o attain betier stan-
dards of social and environmenial performance. One example is Nike's involvement in the
Multi-Fibre Agreement (MFA) Forum 10 help countries, unions. and others plan for the con-
sequences of the end of the MFA. (The agreement and the Forum were et up by the World
Trade Organization (o help developed countries compete in the iextile industry. These have
both since ended.)

This new strategy is beyond what many consultants, media commentators, and academics
currently understand. By claiming to be an advance in thinking, an article in The Economist in
May, 2005, by the worldwide managing director of McKinsey & Company. actually illusirated
the limits of current consulting advice. Tt suggested that seeking goed societal relations ghould
be seen as both good for society and good for profitability. “profits should not be seen as ail end
in themselves,” suggested lan Dravis, “but rather as a signal from society that their company 15
succeeding in its mission of providing something people want.? However, those who have expe-
rence working in this field for some years, including Nike, realize that, however we may wish tc
talk about the compatibility of profits with people and planet, the current societal frameworks for
business are not making this a reality. The implication s that we have to make this S0 by chang-
ing those frameworks.

The key strategic <hift for Nike’s management is that they no longer regard the company as
a closed system. Instead, they understand its future depends on the way customers, suppliers:
investors, regulators, and others relate to it. Their challenge is to reshape the signals being given
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