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A.
Introduction.

On September 28, 2005, the Brown Student Labor Alliance, in collaboration with the United Students Against Sweatshops (USAS), delivered a letter to President Simmons urging Brown to adopt a proposed “Designated Suppliers Program”, a program designed to improve the enforcement of universities’ codes of conduct in factories that produce collegiate apparel.  

In response to the USAS proposal, the Workers Rights Consortium (WRC), a non-profit organization created by college and university administrations, students and labor rights experts, established a Working Group consisting of representatives of USAS and representatives of colleges and universities that have publicly expressed support for the DSP and expressed a commitment to work together to move the program forward. A central goal of the Working Group has been to identify key stakeholder concerns about the DSP and to develop ways to address these concerns in order to enhance the effectiveness of the proposed program.
This memorandum outlines the recommendations of a Brown working group of students, faculty and staff established to study the DSP.  The Brown DSP working group recommends that Brown: (1) issue the statement outlined at the conclusion of this memorandum; (2) join the WRC DSP Working Group and participate actively in discussions designed to implement a viable DSP at some future date; (3) participate actively on the development of other initiatives; and (4) recommend to the WRC that membership in the Working Group not be contingent upon a priori supporting the DSP. 
B.
Brown’s Purchasing Policies
Brown’s Purchasing Department’s website contains links outlining University procurement standards in a number of areas  (http://www.brown.edu/Administration/Purchasing/procurement/):

· Business Ethics 

· Compliance With Laws 

· Minority and Women Owned Businesses 

· Environmental Issues 

· Vendor code of conduct for Brown University licensees 

Our code of conduct for licensees states that compliance with the code by the vendor or its contractors is “a condition of being permitted to produce and/or sell licensed products bearing the name, trademarks and/or images of Brown University.”  The code outlines standards in areas such as legal compliance, environmental compliance, ethical principles, and employment standards.The employment standards cover wages and benefits, working hours, overtime, child labor, forced labor, health and safety, nondiscrimination, harassment and abuse and freedom of association.of compliance with applicable legal standards.  

C.
Brief History –Efforts for monitoring and enforcment of our code of conduct
Brown has affiliated with two different organizations for the purpose of licensee code compliance and factory monitoring - the Fair Labor Association (FLA) and the Workers’ Rights Consortium (WRC).  Each organization has over 100 member schools, and many schools belong to both organizations.  

The FLA requires University affiliate licensees to join the FLA and to actively participate in building code and factory monitoring compliance capacities, provide factory locations and agree to participate in the FLA external monitoring program and factory remediation when problems are identified.  The University joined the FLA on March 15, 1999.
The WRC launches factory assessments in direct response to workers’ or third party complaints.  The WRC requests regular updates of licensee factory locations for monitoring purposes and to assess shifts in factory production. 
Our involvement with the WRC dates back to October 1999 when the University announced that it would become a founding member of the Worker Rights Consortium, but maintain its membership in the Fair Labor Association.

Both organizations acknowledge that despite their best efforts, monitoring alone has not been adequate to address abuses in the apparel industry.  There is substantial room for improvement in the enforcement of, and compliance with university codes of conduct. 

C.
The DSP

The Designated Suppliers Program is a proposed system designed to protect the rights of the workers who produce university logo apparel.  Under the Designated Suppliers Program, over time university licensees would be required to source most university logo apparel from supplier factories that have been determined, through independent verification, to be in compliance with established standards. In order to make it possible for factories to achieve and maintain compliance, licensees would be required to meet several obligations to their suppliers.

The latest draft of the DSP outlines the following workplace requirements that would be applicable to factories, and operational requirements that would be applicable to licensees:

1.
Workplace Standards and Factory Obligations. 

In order to qualify as a designated supplier, a factory must meet the following criteria:

Code of Conduct.  The factory must demonstrate compliance with internationally recognized labor standards as embodied in university codes of conduct.

Living Wage.  The factory must demonstrate that it pays employees a living wage.

Freedom of Association.  The factory must demonstrate respect for workers’ associational rights. This may be demonstrated by the presence in the factory of a representative labor union (or other representative employee body) or, in the absence of such representation, the factory will be determined to be in compliance if it has taken the steps necessary to ensure that workers can make a free choice about unionization, without fear of reprisal.

2.
Licensee Obligations.

Licensees covered by the DSP have the following obligations:

Sourcing requirement: Each licensee is required to source a set percentage of university logo goods from designated supplier factories 

Fair price standard: Licensees are required to pay each DSP factory a price for its products sufficient to enable the factory to produce under the applicable labor standards (including the factory’s obligation to pay a living wage and, where a union or worker representative body is present, to bargain collectively).

Majority collegiate production requirement: Licensees are required to place enough business in each of their DSP factories so that more than 50% of the factory’s total output in a given year is for the collegiate market. If a DSP factory is used by more than one licensee, the combined total of the licensees’ orders must exceed this 50% threshold. 

Long-term production agreements: Licensees are required to enter into a long-term production agreement with each of their DSP supplier factories. The contract must be no less than three years in length and must commit the licensee to a minimum volume of orders each year (either by itself or in combination with other licensees using the facility) so that the majority collegiate production requirement is met. Licensees have the right to place escape clauses in these contracts allowing them to terminate the contract before its expiration in the event that the factory fails to meet labor or production standards.
The stated rationale for these licensee requirements is:  “If factory owners know that their customers will not penalize them for the higher prices that are the necessary result of meaningful labor rights compliance - if they know, instead, that respect for worker rights will yield economic rewards in the form of expanded orders and longer-term commitments - this will eliminate the powerful incentives in favor of non-compliance inherent in the current system and replace them with strong incentives to achieve and maintain high standards.”

3.
Phase in period.

The DSP would be implemented in phases. After an initial six month grace period with no sourcing requirement, the sourcing requirement would be phased in as follows:

· Grace Period (6 months): No sourcing requirement;
· 1st Program Year: 25% of each licensee’s collegiate apparel must be sourced from DSP factories;
· 2nd Program Year: 50% of each licensee’s collegiate apparel must be sourced from DSP factories;
· 3rd Program Year (and subsequent years): 75% of each licensee’s collegiate apparel must be sourced from DSP factories.

“The purpose of the grace period, and of the graduated phase-in of the program, is to ensure that licensees can comply with the sourcing requirement without violating any existing contractual obligations and, in general, to make the transition to the DSP less burdensome for all parties. The graduated phase-in also allows universities to evaluate the DSP, based on real-world experience, before it is fully implemented and to make any adjustments in the program that are necessary.”
D.
Membership in the WRC DSP Working Group
To be a WRC Working Group member a University must formally announce support for the principles of the DSP and indicate a commitment to working towards its implemention.  Thirty-eight schools  have joined the Working Group, including Duke, Georgetown, Columbia,  UCONN and the ten schools in the University of California System.  Brown has attended these meetings as an observer, as have representatives from other schools such as Penn, Illinois and North Carolina.  Almost ninety percent of the 75 universities with the largest licensing programs have not signed on. None in the top 10. Some have issued public statements of non-support (e.g., UNC, Michigan).  
E.
Brown’s DSP Working Group
We have an internal working group at Brown (students for and against the original proposal, administrators and faculty) that has been meeting to study and develop recommendations regarding the DSP.   All members of the group have been encouraged by the various modifications to the DSP that have been incorporated since the DSP was first proposed.

F.
Issues

1.
Antitrust.  To address concerns expressed by some that the DSP might violate antitrust laws, the WRC sent a request to the Justice Department (DOJ) last January soliciting the DOJ's view on this issue.  The Department of Justice recently advised the WRC that it will not provide the antitrust clearance it requested. The WRC, therefore, withdrew its Business Review request. There will be no effort to implement the DSP, amend the DSP or request another DOJ ruling until at least 2009, following the November elections.  Based on a past history of a more favorable disposition to similar programs. the WRC believes that a new administration is likely to look more favorably on the DSP and hopes that the current barrier will prove to be temporary.

2.
Majority Production in Collegiate Market.  It has been suggested that the next version of the DSP should eliminate the requirement that designated factories produce a majority of their products for the collegiate market.  Some argue that workers would be hurt by a rule that could eliminate a "good" factory from eligibility simply because it does not dedicate a majority of its production to the collegiate market.  Others argue that this requirement is a way to ensure that improvements do not get diluted if only a fraction of orders are collegiate.  Supporters also argue that there is already substantial job loss in this industry but that after a possible initial period of volatility, jobs should stabilize. The WRC has indicated receptivity to modifying the majority collegiate requirement.  

3.
Other issues.  There are a number of provisions in the DSP that continue to be discussed among universities.  These issues should continue to be discussed with the involved stakeholders, including the Working Group members, other universities and licensees.  Resolving these issues will ensure a more viable DSP.

a. Definition of the wage requirement. 

b. Interpretations regarding the freedom of association requirement.

c. Circumstances under which a licensee could terminate long term agreements with DSP factories.

d. Impact on retail prices and selection.

e. Viability of radical change in industry sourcing practices.
f. Interaction between the DSP and other initiatives designed to improve conditions for workers.

g. Impact on workers in factories that licensees will no longer use once the program is implemented.

4.
Interim initiatives.  The WRC  has suggested that there are “a number of constructive intermediate steps that individual universities could take that would generate concrete and meaningful progress now, even though any broader solution must be deferred.”  These steps include: (1) a "fair-trade" approach to encouraging higher standards initiated by individual university bookstores wherein individual bookstores would buy some products from licensees agreeing to meet higher labor standards on a voluntary basis ; (2) asking licensees to document their compliance systems; and (3) ensuring that licensees understand the expectations of WRC affiliate universities.  The WRC DSP Working Group plans to continue to meet to discuss these kinds of solutions, as well as the DSP itself.
G.
Brown Working Group Recommendation.

In a meeting of the Brown University Community Council last fall, the consensus of the BUCC was that Brown should join the WRC Working Group, allowing the legal issues to be addressed in due course.  Joining the Working Group would give Brown an opportunity to be a more active participant and leader in the ongoing discussions. 

Accordingly, the Brown DSP Working Group recommends that Brown issue the statement below, thereby enabling Brown to join the WRC Working Group and participate actively in discussions designed to implement a viable DSP at some future date, and participating actively on the development of interim initiatives.

Brown University is committed to conducting its business affairs in a socially responsible manner consistent with its educational and public service mission. Therefore, Brown University will select only those licensees who will conduct their business in a manner consistent with Brown's Code of Conduct.

As a member of both the Worker Rights Consortium and the Fair Labor Association, Brown is committed to pursuing all avenues to improve working conditions for the workers who produce Brown apparel. Both the FLA and WRC believe that monitoring alone is an inadequate tool to create sustainable change in working conditions, and both organizations are seeking approaches to achieve sustainable change.

Brown University endorses the principles underlying the Designated Supplier Program that workers who produce Brown University apparel deserve fair wages, a safe workplace, freedom from abuse and the right to organize.  We seek licensees who take a leadership role on these issues and, to the extent practical, exceed the standards in our Code of Conduct. 

We believe that the DSP is an innovative proposal that merits the University’s support.  We believe that the DSP has the potential of providing sustainable improvements in working conditions for workers producing Brown licensed apparel.  We are committed to working with other WRC universities and licensees to develop and implement a viable DSP and address the economic, legal, and logistical challenges inherent in implementing and sustaining such an effort. We do not support implementing such a plan in the absence of a favorable determination by the Department of Justice, but intend to work diligently with the WRC DSP Working Group to adopt interim approaches designed to improve conditions for workers manufacturing Brown logo apparel. 

Accordingly, Brown is pleased to formally join the WRC DSP Working Group and to participate in further development of the DSP, its proposed implementation plan and other interim solutions. However, we believe it is important to bring other universities into the Working Group to participate in such discussions and recommend, therefore, that membership in the Working Group by other future participants not be contingent upon a priori supporting the DSP.

Designated Suppliers Program

3/10/2008

