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legalization and the diffusion of industry supply chains to developing coun-

tries have provoked a fierce debate over how best to improve labor standards

in these emerging centers of production. Child labor, hazardous working

conditions, excessive working hours and poor wages continue to be a prob-

lem at many factories in developing countries, creating scandal and embarrassment for

the global brands that source from those factories.1 Given the limited capacity of many

developing-country governments to enforce their own labor laws,2 multinational corpo-

rations have developed their own "codes of conduct"3 for suppliers, as well as a variety of

monitoring mechanisms aimed at enforcing compliance with these codes. Monitoring for

compliance with codes of conduct is currently the principal way that both global corpora-

tions and labor rights nongovernmental organizations address poor working conditions

in global supply chain factories.

Corporate codes of conduct and various efforts aimed at monitoring compliance with

these codes have been around for decades. While initially these efforts focused primarily on

corporate or supplier compliance with national regulations and laws, over time they have

become increasingly concerned with compliance with private, voluntary codes of conduct,

especially as they apply to labor and environmental standards.4 Information is central to this

model of private, voluntary regulation. The underlying assumption is that information col-

lected through factory audits will be used by labor rights NGOs to exert pressure on global

brands to reform their sourcing practices and by the brands themselves, which rely on this

information to police and pressure their suppliers to improve standards within their facto-

ries. Should these factories fail to remediate workplace problems, brands are expected to
switch their orders to other producers.

This model of workplace change has provoked debate over not only the particularities

of the codes of conduct and compliance efforts but also their relation to other forms of

regulation, especially government regulation. Critics of corporate codes of conduct argue

that they displace more thorough government and union intervention and are not de-

signed to protect labor rights or improve working conditions but to limit the legal

liability of global brands and prevent damage to their reputations.5 Others, however,

argue that private codes and monitoring are not attempts to undermine the state but

rather are appropriately flexible responses to the reality of global production networks

and the low capacity of developing-country governments to enforce labor laws and regu-

lations fully.6
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agement and a professor of political science at MIT. Monica Romis received her master's degree from
the MIT Department of Urban Studies and Planning in 2005. She currently works as a consultant for the
Inter-American Development Bank in Washington, D.C. Contact them at rlocke@mit.edu and
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How well do corporate monitoring systems measure actual

workplace conditions? And how effective is this system of private,
voluntary regulation at improving labor standards? To gain more

insights into these questions, we conducted a structured com-

parison of two factories in Mexico that supply the same global

brand — NIKE Inc. (See "About the Research," p. 56.) Although

these factories had very similar scores on one of Nike's principal

monitoring tools, the two factories in some ways had quite differ-

ent working conditions. One plant paid higher wages, limited

workers' overtime and gave them greater discretion over their

work on the shop floor, and the other plant paid workers less,

worked them longer hours and employed more traditional, hier-

archical work systems. Our findings suggest that interventions

aimed at reorganizing work and empowering labor on the shop

floor in global supply chain factories can lead to significant im-

provements in working conditions.

Nike and Its Global Supply Chain
Nike is the largest athletic shoe company in the world. Even after

the recent merger between Reebok International Ltd. and adidas

AG, Nike still controls more than 36% of the U.S. athletic shoe

market and more than 33% of the global athletic footwear mar-
ket.7 Although primarily known as a footwear company, Nike

has moved into apparel and sports equip-

ment; in fact, only 70 out of its 830 suppliers

produce shoes. In 2004, the company had

about $12.2 billion in revenues, of which $6.5

billion came from footwear sales and $3.5

billion from apparel.8

In 2004, more than 800 suppliers, employ-

ing more than 600,000 workers in 51 countries,

manufactured Nike products. Nike has only

24,291 direct employees, the vast majority in

the United States.9 Over the course of the

1990s, Nike was criticized for sourcing its

products in factories and countries where low

wages, poor working conditions and human

rights problems were rampant. This criticism

was fed by a series of scandals and public rela-

tions nightmares — involving underpaid

workers in Indonesia, child labor in Cambo-

dia and Pakistan, and poor working conditions

in China and Vietnam — that combined to

tarnish Nike's image. As founder and then-

CEO Phil Knight lamented in a May 1998
speech to the National Press Club in Wash-

ington, D.C., "The Nike product has become

synonymous with slave wages, forced over-

time, and arbitrary abuse."10

At first, Nike managers took a defensive

position vis-a-vis labor, environmental and occupational health

problems found at their suppliers' plants. Workers at these fac-

tories were not Nike employees, so Nike felt no responsibility

toward them. By 1992, this hands-off approach changed as the

company formulated a code of conduct for its suppliers that

required them to observe some basic labor, environmental and

health and safety standards. All suppliers are obligated to sign

Nike's code of conduct and post it within their factories. To

enforce compliance with its code, Nike has conducted numer-

ous trainings with suppliers and has assembled a team of 90

compliance staff, based in 21 countries, to monitor suppliers.11

In addition to these compliance specialists, Nike has about

1,000 production managers working with suppliers. All Nike

personnel responsible for either production or compliance re-

ceive training in Nike's code of conduct and labor practices and

in the company's Safety, Health, Attitudes of Management,

People Investment and Environment program.12

As well as an initial new source approval process that all po-

tential suppliers of Nike must undergo, all factories that supply

Nike are subject to three different types of audits: a basic environ-

mental, safety and health audit, a more in-depth management

and working conditions audit, or M-Audit, and periodic inspec-
tions by the Fair Labor Association, a leading multistakeholder
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initiative that seeks to improve working conditions in the global

apparel industry. Nike provided us with data from all three of the

above audits, as well as from its Compliance Rating program. We

analyzed these data in an earlier phase of our research and found

that Nike's suppliers varied tremendously in terms of working

conditions and labor rights.13 Some factories appear to be almost

in complete compliance with Nike's code of conduct while others

suffer from endemic problems such as poor wages, excessive

work hours or harassment.

A Tale of Two Mexican Factories
The next phase of our research consisted of a series of "matched

pair" comparisons of Nike suppliers in various countries. The

goal was to compare working conditions in factories that are

roughly the same size and age, located in the same country and

producing more or less the same product or products. Two of the

factories we compared are located in Mexico.

Both of these Mexican factories, which we will refer to as

Plant A and Plant B, are subject to the same labor regulations.

Both plants interface with the same Nike regional office in

Mexico City. In fact, the same compliance specialists audit

both factories. Compliance scores for the two plants are al-

most identical, based on the Nike M-Audit. Out of a possible

perfect score of 100 on their most recent M-Audits, Plant A

received a score of 87, and Plant B received a score of 86. How-

ever, beneath these apparent similarities, different working

conditions exist. By systematically comparing the two facto-

ries along a number of dimensions, we seek to shed light on

the underlying mechanisms generating differences in working

About the Research

During the spring and summer of 2005, we conducted
more than 90 interviews with factory owners, managers,

workers, NCO representatives, union leaders and various
Nike managers, both in the United States and in Mexico.
Factory visits were also conducted in two Mexican states
and in Los Angeles, California.

This article is part of a larger project on globalization and
labor standards organized by Professor Locke of MIT. In addi-
tion to the results presented in this article (some of which
appear as well in Monica Romis's "Beneath Corporate Codes of
Conduct: What Drives Compliance in Two Mexican Garment

Factories," a 2005 master's thesis in the MIT Department of
Urban Studies and Planning), the larger project entailed field
research in China, Turkey, Europe and the United States, as well
as systematic analysis of Nike's factory audits of working con-
ditions in more than 800 factories in 51 countries.

conditions at these two plants. (See "How Workplace Condi-

tions Differ at the Two Plants," p. 59.)

Plant A is located in central Mexico, in Mexico, the state that

surrounds Mexico's Federal District and Mexico City. The plant

is situated in an industrial park where other garment factories

also operate. A Mexican family has owned the group that runs

this plant since 1955. The group currently exports 95% of its

production to Europe, Asia, North America and South America.

Plant B is located in a western Mexican state, 2,000 kilometers

from the Nike regional office in Mexico City.14 This historically

has been an agricultural state, but the state government more

recently has been promoting foreign investment. Plant B is part

of a Taiwanese group that owns three other plants: one in Taiwan,

one in the United States and another in the same Mexican state.

Both Plant A and Plant B are part of larger, vertically integrated

groups. Both plants manufacture T-shirts for Nike and other

brands. Nike sets a 1.4% monthly defect rate ceiling for its contrac-

tors and considers both plants to be of high quality. Plant A has a

1% monthly defect rate and Plant B a 0.6% monthly defect rate.

Both plants are subject to the same Mexican minimum wage laws,

have comparable turnover rates (8%—10% per year) and similar

informal, skill-based promotion policies. The labor forces in the

two plants are both unionized. However, working conditions in the

two plants are quite different in a number of ways: actual wages

paid; employee satisfaction; worker participation in production

planning; and work hours and overtime.

Wages Both plants pay the same legal minimum wage, but work-

ers at Plant A earn on average a weekly salary that is 21% higher

than workers at Plant B. These wage differences are due to differ-

ent plant-level policies used to calculate worker wages. In Plant A,

production workers receive a fixed daily wage of 65 pesos (about

US$5.78 at the time this research was conducted). In addition,

individual workers can receive premiums for attendance, punctu-

ality and overtime. At Plant A, workers also receive productivity

bonuses once the production group in which they work exceeds

70% of its production targets. Given that the productivity of

most groups in Plant A is very high, most workers earn close to,

if not the entire, potential bonus. Production workers in Plant A

earn an average of about 961 pesos per week (USS85.50).

Salary in Plant B is also determined through a system that

combines hourly wages and a piece rate system. However, in

Plant B, productivity bonuses are based on individual rather than

team productivity. Weekly salaries in Plant B are the product of

fixed daily salaries, productivity bonuses and premiums for at-

tendance and seniority. On average, production workers at Plant

B earn 764 pesos per week (US$68).

Employee Satisfaction Field research in these two factories indi-

cates that workers in Plant A are more satisfied with their work
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In Plant A, workers can suggest alternative ways to perform an operation, rendering it quicker and easier. The
opportunity to participate in decisions related to work process has a strong and positive effect on work climate.

than workers in Plant B. In Plant A, employees work in teams,
operate more than one type of sewing machine and are respon-
sible for routine maintenance of the equipment. Interviews
indicated that workers in Plant A appreciate job rotation and
value knowing how to perform a variety of operations. In con-
trast, employees at Plant B work in fixed individual stations, are
specialized in narrowly defined jobs and thus perform the same
operation over the course of the year. Interviews revealed that
workers in Plant B are not motivated to acquire new skills or
perform a variety of operations. Instead, they prefer to stick with
what they know and do well so that they can earn more through
increased productivity. That is consistent with the bonus system
in place at Plant B.

Worker Participation in Production Planning Workers in Plant A par-
ticipate in decisions affecting production targets, scheduling and
even operations while workers in Plant B need to follow orders
from above and do not have the opportunity to give their input.
The relationship between supervisors and workers in Plant A is
more collaborative than hierarchical. Field research indicates that
Plant As management is inclined to accept input from the work-
ers and establish mutually agreeable production targets. If
workers or supervisors do not agree with a particular sequence of
operations, they can suggest changes to the production manager.
In other words, workers can suggest alternative ways to perform
an operation, rendering it quicker and easier. The opportunity to
participate in decisions related to work process has a strong and
positive effect on work climate.

In Plant B, production orders are communicated from the top
of the plant's hierarchy, and there is no place for worker participa-
tion. Operators need to follow the precise instructions that they
are given. One of the workers interviewed claimed: "We cannot
change or suggest different ways to produce a garment because it
is a chain and we need to follow what they tell us."

Work Hours and Overtime Nike, like most global brands, sets a
limit of 60 hours as the maximum workweek permitted under
its code of conduct. Since Mexican law limits the regular work-
week to 48 hours, workers in both plants can work no more than
12 hours of overtime per week. In both plants overtime is paid
according to Mexican law. When Plant A needs employees to
work extra time, it makes workers aware of it and allows them to

apply for it. Therefore, overtime is voluntary in this factory. At
Plant B, forced overtime is the norm. Individual workers do not
volunteer to work extra hours; the supervisor chooses who has
to stay longer. During interviews, several workers in Plant B re-
ported that they actually work more than 60 hours per week.
That was confirmed by the M-Audits performed by Nike com-
pliance staff in 2003 and 2004. (In interviews, workers in both
plants reported that they expect to work overtime and look for-
ward to the increase in salary due to the overtime. Working extra
hours is one of the ways that production workers can enhance
their basic wages.)

Making Sense of Compliance Scores
In short, notwithstanding many apparent similarities, including
almost identical scores on their M-Audits, working conditions at
Plants A and B are quite different in practice. Given that Plants A
and B received almost identical scores on the M-Audit, what do
these differences in actual working conditions imply for Nike's
code of conduct and compliance program? Detailed examination
of the particular audit tool (M-Audit) employed by Nike's com-
pliance officers reveals how two factories with such different
labor practices and conditions could appear to be performing at
very similar levels of compliance.

Launched in the summer of 2002, the M-Audit is seen by
Nike senior compliance officers as the most "rigorous" and "sci-
entific" of the company's audits.15 It provides a detailed
assessment of the labor-management practices and working
conditions at the factories. A typical M-Audit takes 48 hours to
complete and thus is spread out over several days. Nike's in-
house compliance specialists conduct the M-Audit, and
inspections are announced beforehand. Each M-Audit reports a
numeric score (0-100) that represents a percentage against a
perfect compliance score. The M-Audit covers more than 80
items, focused on hiring practices, worker treatment, worker-
management communications and compensation.16

As a result of this scoring system, factories with different types
of compliance issues can receive similar overall scores. In this
case, the M-Audits identified different issues at these two facto-
ries. Plant A suffers from problems of documentation and written
communications regarding its nondiscrimination and harass-
ment policies. Plant B, conversely, received perfect scores when it
came to record keeping and documentation but suffered from
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excessive overtime and reported incidents of verbal abuse, in the
form of supervisors yelling at workers. The similar M-Audit

scores reported for Plants A and B in fact were measuring very
different issues.

The limitations of the audit process that are suggested by the

similar M-Audit scores of these two plants are by no means
unique to Nike but characterize many factory audits conducted
by global brands and NGOs alike.17 In order to assess many

workplace issues accurately, one has to spend a lot of time in the
factories. Because of serious time, resource and even knowledge
limitations, many factory audits are brief and focus on factory
records such as timecards and pay stubs. Some audits include

interviews with individual workers, although these usually take
place within the factories and thus compromise workers' ability
to express themselves freely. As a result of such limitations, the
quality of the information received during the audits is often
mixed and unable to convey factory conditions in their full com-
plexity — let alone provide guidance about how to address labor

standards problems.
However, Nike also uses a second tool, a Compliance Rating

grade, to further assess its suppliers. The Compliance Rating
program assigns a letter grade (A—D) to all Nike suppliers. The
grade reflects all the information collected about a factory from
various sources, including periodic health and safety inspections,
M-Audits, external Fair Labor Association audits and factory

visits by Nike compliance and operational managers. Grades are
assigned by local compliance officers and, along with grades for

quality, price and on-time delivery, are used by Nike sourcing
managers to guide their purchasing decisions. In the CR grading
system, Plant A received a B, indicating that it has several minor

issues but no serious or critical flaws, but Plant B received a D,
indicating that it suffers from one or more serious issues — in

this case, excess overtime.
Thus, on one measure, the M-Audit score, conditions at Plants

A and B appear to be similar, but on another measure, the Com-
pliance Rating grade, they seem to be significantly different.
These apparently contradictory assessments by Nike's own com-

pliance staff are due to the fact that the two tools are measuring
different things. The M-Audit, like most factory audits, privileges

documentary evidence and company records, while the Compli-
ance Rating grade is a more subjective appraisal of factory
management's attitude toward workplace standards.

It is important to keep in mind that with the exception of
some cases of excess overtime, Plant B is in compliance with
Nike's code of conduct and local labor law, and on certain issues

(that is, providing on-site day care) provides benefits that Plant A
does not. Plant B managers very much follow the letter of the law
and the code. Moreover, Plant A is not without its own issues.
Aside from documentation problems, in the past Plant A had

supervisors who verbally abused workers. The point of our com-

parison is not to present Plant A as "good" and Plant B as "bad"
on all dimensions but rather to illustrate the different approaches
to labor standards manifesting at these two plants.

Work Organization: A Key Variable
Plants A and B are not perfectly matched. They are of different
sizes, their ownership is of different nationalities, and they dedi-
cate different percentages of their capacity to Nike. Although
these differences are important, a key variable appears to be the

differing systems of work organization and human resources
management the two plants use.

In order to accommodate rapidly shifting consumer tastes,

global brands are pushing their suppliers to reduce cycle times,
produce varied products in smaller lots and rapidly change pro-
duction from one style to another. Plant A responded to the
challenges presented by global buyers by introducing lean manu-
facturing processes.18 Workers are organized in groups of six

"islands" or production "cells" in which an entire garment is pro-
duced. Each worker performs a variety of operations and works
on different machines.

Before making the transition to lean manufacturing, Plant A

had been using a modular production system.19 In order to make
the transition, the factory had to conduct extensive training of its
work force. All workers received 25 days of on-the-job training,

plus 10 hours of off-the-job training in preventive maintenance
of their workstations.

Overall, Plant A confirms what the literature on high-perfor-

mance work organizations suggests.20 The plant's human resources
manager indicated that the change from modular to lean produc-
tion increased efficiency and quality. By switching to lean

manufacturing, the factory now produces 2,700 T-shirts per day

with 18 production workers, whereas it used to produce 2,400 T--
shirts per day using 20 production workers. Quality improved as
well. According to the head of operations, defect rates in sewing
decreased by 40%. Achieving quality and output targets is consid-
ered a collective responsibility at Plant A, in which peer supervision

and self-supervision play a large role. The production manager
explained that each worker is accountable for quality at his or her

workstation.
Through production cells, workers have increased their pro-

ductivity and their weekly salary. Salary has increased both because

the factory raised wages and because workers are now able to get
more bonuses by their increase in productivity. This shift to lean
production also led to a new work system in which multiskilled
workers operate a variety of machines and actively participate in

key decisions affecting production and work orders. In other
words, through the introduction of lean manufacturing tech-
niques, Plant A not only enhanced its competitiveness but also

improved working conditions.
Plant B's response to increased buyer demands was to invest
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heavily in a modular system of production with assembly lines.

The overall objective of modular production is to facilitate small

shifts in large production runs with minimal delays and without

requiring specialized machinery. Modularization is one of the

ways mass producers are able to increase efficiencies, cut costs

and achieve a modest amount of customization.21

Along the lines of Frederick Taylor's famous system of scien-

tific management,22 Plant B closely monitors and controls its

workers. In Plant B, production orders are communicated from

the top of the plant's hierarchy, and there is no space for worker

participation. The plant manager plans the production and dis-

tributes the production orders to the area supervisors, who in

turn divide up the work among the six lines of workers under

their control.

However, it is important not to conflate particular production

systems with differences in workplace conditions. Although lean

production lends itself to management practices such as in-

creased training and autonomous work teams, there is no

automatic link between this system of work organization and

better working conditions. Research has shown that companies

can and do mix elements of different production techniques with

a variety of human resource management policies, generating

mixed results.23

Closer examination of the two Mexican plants reveals the

importance of both work organization and employment prac-

tices in shaping workplace conditions. In addition to introducing

lean manufacturing, Plant A employed certain human resource

management policies that provided workers with greater au-

tonomy and power on the shop floor. For example, Plant A

invested heavily in the training of its workers (in part to imple-

ment lean manufacturing processes effectively) and thus became

wary of mistreating these highly

skilled workers for fear that the com-

pany would lose its investment in

them. Skilled but dissatisfied workers
could leave a plant and easily work

for a competitor.

Plant B pursued a different ap-

proach to managing its work force.

Rather than invest in training and

encourage worker autonomy, Plant B

developed detailed work rules and

maintained tight control over the

shop floor. Management at Plant B

considers workers a cost that needs to

be reduced as much as possible. Ac-

cording to the head of operations at

Plant B, "It's all about lowering the

price of labor and increasing the

quantity produced."

Implications for Global Brands
Almost a half-century ago, MIT professor and organizational

theorist Douglas McGregor observed in his classic book The

Human Side of Enterprise that the choices companies make in the

way they organize work and manage their work forces are shaped

by the assumptions managers hold about workers' motivations.

According to McGregor, workers could be seen either as variable

costs to be reduced and reluctant contributors to the company's

prosperity — thus requiring constant supervision and control —

or as assets to be valued and developed, multifaceted individuals

who intrinsically are motivated to work and contribute to the or-

ganization.24 The choices in work organization and labor practices

at Plants A and B reflect these opposing assumptions. At Plant A,

management invested in training and empowered employees to

work in autonomous cells and take initiative to solve production-

related problems. "We want people here to feel important,"

reported the owners of Plant A during interviews. In contrast, at

Plant B, workers are seen as an input to be controlled, a cost to be

reduced. When the head of operations at Plant B was asked what

would happen if he could not continue to lower labor costs in the

factory, he replied, "In that case, we will move back to Asia."

However, choices are shaped not only by previously held as-

sumptions about human nature but also by the context and the

networks within which managers operate.25 That was very evi-

dent at the two plants, especially in terms of the relationship

between plant management and Nike's local staff. At Plant A, re-

lations between factory management and Nike's local staff were

collaborative and open. Nike managers visited Plant A about

once a month, and the owners of Plant A also frequently visited

Nike's Mexico City office. Over time, these visits led to greater
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Frenkel and Scott argued that brands develop two distinct types of compliance relationships with their suppliers:
a hands-on, cooperative relationship with some and an arm's-length, more distrustful relationship with others.

transparency and trust between Nike and Plant A management as

well as joint problem solving. Whenever an issue related to work-

place standards arose, Nike compliance specialists and Plant A

management worked together to remediate the issue. Moreover,

Nike production and quality managers were instrumental in sup-

porting Plant A in its transition to lean manufacturing. Interviews

with managers at Plant A indicated that they saw Nike as a part-

ner with which they could collaborate to improve both

productivity and working conditions.

The relationship between Nike's regional office and Plant B

management is more formal and distant. Plant B receives fewer

visits to its facilities, in part because of its geographic distance

from Mexico City, and thus much of the communication be-

tween the local Nike office and Plant B occurs over the phone or

through e-mail. Yet Plant B is also one of Nike's strategic part-

ners. Strategic partners are those suppliers that Nike has

designated as tier-1 suppliers. Nike organizes periodic meetings

with its strategic partners in order to share with them various

strategic directions or opportunities the company is pursuing.

Strategic partners, in turn, are supposed to share best practices

with one another, thus enhancing the competitiveness of the en-

tire network of tier-1 suppliers. Accordingly, one would expect

greater trust and transparency between Plant B and Nike's re-

gional office. However, that is not the case. Management at Plant

B sees Nike as a buyer whose requirements and deadlines it must

respect in order to receive future orders. Nike's local staff, in turn,

views Plant B as a manufacturer that is technically excellent but

whose commitment to compliance is weak.

In many ways, the differences in relationships between Nike

and the managers at these two plants resemble what two re-

searchers, Stephen J. Frenkel and Duncan Scott, found in a study

of adidas and its suppliers in China. In that study, Frenkel and

Scott argued that brands develop two distinct types of compli-

ance relationships with their suppliers: a hands-on, cooperative

relationship with some suppliers and an arm's-length, more dis-

trustful, "compliance" relationship with others. These differences,

according to Frenkel and Scott, can shape not just the style but

also the substance of compliance programs within factories.26

Our comparative study of two plants in Mexico appears to sup-

port their findings.

Unfortunately, the type of relationship that exists between

Plant B and Nike is the more typical of the relationships that

frequently exist between global buyers and their suppliers. Global

brands and their suppliers are often locked in a low-trust trap in

which suppliers claim that brands are sending them mixed mes-

sages, insisting on faster cycle times, better quality and lower

prices while at the same time policing and admonishing them for

poor working conditions. Brands, in turn, argue that problems

associated with both production and labor standards are the re-

sult of suppliers' shortsightedness and lack of professionalism.

The experience at Plant A shows that there is a way out of this

trap. Through increased communication and interaction, more

collaborative and transparent relations can be created.27 That

process takes time and investment on the part of suppliers and

global brands, but it promises to generate benefits for everyone

involved, including factory workers.

Interestingly, and partly as a result of our research findings,

Nike has begun to shift its compliance strategy toward this more

collaborative model. Nike's new "generation 3" compliance strat-

egy acknowledges that policing its suppliers is not enough.

Instead, the company is seeking to supplement monitoring with

collaborative initiatives aimed at diffusing workplace and human

resource management best practices among its suppliers. It has

also updated its various audit tools and grading systems in order

to make them more accurate and transparent to suppliers and to

its own business units. In addition to these efforts to improve and

supplement its monitoring systems, Nike has begun an extensive

review of the company's own upstream business processes -

such as product development, design and commercialization

— in order to identify potential drivers of excessive overtime

among suppliers. All this suggests that Nike is working on pro-

moting greater integration of its labor compliance initiatives with

core business processes.

More generally, our research findings suggest an alternative,

complementary model for improving working conditions in

global supply chain factories. In contrast to the current emphasis

on codes of conduct and monitoring for compliance of these

codes, global brands (and perhaps labor rights NGOs, as well)

could provide suppliers with technical and organizational assis-

tance so that they can tackle some of the root causes of poor

working conditions in their facilities. Perhaps not all suppliers,

even with the right incentives and communication, would be

willing to collaborate with the global brands on these efforts, but

that unwillingness could provide the brands with a justification
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to shift orders and consolidate production with those suppliers

willing to do so.

This model of introducing new management systems to im-

prove working conditions in some ways parallels the way that

issues of occupational health and safety and issues of equal em-

ployment opportunity were previously tackled in U.S. workplaces.

In both those prior cases, external pressures first led to company-

sponsored standards and compliance programs. The limited results

of those initial responses encouraged companies eventually to

adopt new management systems that elevated and integrated the

issues in question into the core operations of the business. Pro-

grams aimed at ensuring basic compliance with Occupational

Safety and Health Administration and Equal Employment Oppor-

tunity Commission standards were replaced with new forms of

work organization and human resource management systems that

sought to promote not only healthier and more equitable work-

places but also new sources of competitive advantage for companies

embracing these policies.28 Improving labor standards in global

supply chain factories may require a similar journey.

Technical assistance alone will not be enough to improve

working conditions. Some level of monitoring will still need to

take place, but perhaps that could be done in collaboration with

and increasingly by local unions, NGOs and government au-

thorities that could, in the process, gain capacity and legitimacy

to exercise their roles. Combining external pressure from unions,

NGOs or government authorities with monitoring systems and

technical assistance could result in the more systematic approach

required to promote improved labor standards for the millions of

workers employed in global supply chain factories. It is time to

move beyond merely focusing on codes of conducts and moni-

toring — so that we can tackle the root causes of poor working

conditions in many developing countries.
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