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Nike and the Global Labour Market
Key Facts
Nike began its business in 1964 as an importer and distributor of Japanese track shoes made in Japan (Wilsey & Lichtig, 2018). Nike began making shoes in Taiwan and Korea in 1977 and made up to 15% of its shoe products in New Hampshire. This success of making shoes in the U. S happened during the severe recession. After the U.S came out of that recession, Nike began to lose workers and in 1984, it closed its factories in the U. S.
Nike claim that if it goes back to the U S, its shoes would go up $100 to $170 or $175 instead of 70 or 75 (Wilsey & Lichtig, 2018). Nike’s factories moved to Japan, Taiwan and Korea for cheap labour at that time (Morning, 2016). Then, the company moved to China, Vietnam and other Southeast Asian countries. Now, Nike contracted with more than 700 factories in more than 50 countries around the globe. Nike has more than 500,000 workers working on the company’s shoes and clothes around the world (NASDAQ, 2018).
In 1992, Nike became the first company in the industry that had a code of conduct in factories throughout Asia. However, Nike had been criticized for its global labour practices (Wilsey & Lichtig, 2018). Nike had poor working condition in many of its contracted factories around the world (Wilsey & Lichtig, 2018). 
These poor working conditions include; forced overtime, excessive overtime, paying workers below the legal minimum wages, prohibiting workers from talking to their co-workers, making morning calisthenics mandatory, beating worker, and firing workers who are pregnant. This affected the Company negatively because the morale of workers was lowered. As a result, the sales and name of Nike Company was greatly influenced.
It also includes no childcare, no social security benefits, no medical insurance, hard to achieve quota system, and working environment with high noise pollution, heat, and fumes. Nike was also criticized for firing employee for participating in strikes, practicing child labour, and no compensation for workers who were injured or killed on the job. In addition, Nike’s workers have very poor knowledge concerning their rights, the local labour regulations, and Nike’s Codes of Conduct (Wilsey & Lichtig, 2018).
Stakeholders and Their Stakes
	       STAKES
Stakeholders
	Reputation
	Profits
	Poor working condition 

	Factory workers
	
	
	X

	Nike
	X
	X
	

	Local contactors
	X
	X
	

	Local governments
	X
	X
	



Dilemma/Issue Posed to Management
Should Nike adopt a stricter code of conduct and make sure it is implemented in all its 700 contracted factories around the 50 countries in which its operation activity exists? The management of Nike Company should consider both external and internal factors in order to come up with a perfect answer that will increase the sales of the Company. A code of conduct will be critical in motivating the workers because their rights will be respected. 


Action Management Took
Nike resisted the charges (Morning, 2016). The management tried to defend its position by claiming that it couldn’t blame Nike since it had no direct control on the factories and direct control on what goes on there. Nike continued its rebuttal by pointing out that when it goes into a country, the wages increases and poverty decreases (Wilsey & Lichtig, 2018). They tried to defend their position by arguing that the minimum wage is arbitrary and causes unemployment. Also, it asserted that the workers were not exploited but instead, they received benefits from working at the factories.
Cost/Benefit Analysis of Ineffective Code of Conduct
	
	COSTS
	BENEFITS

	Factory workers
	· Abusive working conditions.
· Low wages
· Human right issues
	

	Nike
	· Damaged reputation
· Bad brand image
	· Lower cost of production
· Increased profit

	Local contactors
	· Damaged reputation
· Immoral practices
	· Lower their cost of production
· Increase their  profit

	Local governments
	· Damaged reputation
· Human right issues
	



Applicable Ethical Principle or Standard
Duty of Care was owned by Nike and the manufacturing company to its workers. Other abuses were to be avoided were child labour, factory slavery, worker’s unsafe conditions and abusive working conditions. The disclosure rule that included investors and end users of Nike products should know the circumstances in which the products are made. According to Moore (2011), the test of reversibility is governed by the question, do you accept that one of your family and loved ones are treated like Nike’s workers? 
Alternatives Open to Management
Nike can create and effectively implement programs that educate workers in the 700 factories about their rights, the local labour regulations, and Nike’s Codes of Conduct (Morning, 2016). Nike can correct the abusive practices of its contractors by enforcing penalties on them and even stop doing business with them. 
According to NASDAQ (2018), Nike can move its production out of countries that are run by a dictatorship government, don’t respect human rights and have labour regulations which do not protect its labour force. This may be an excellent strategy that may provide other countries with an opportunity to enjoy the services of Nike Company.



Impact of Alternative Course of Action on Stakeholders: Educate Workers about Labour Regulations and Nike’s Codes of Conduct
	
	COSTS
	BENEFITS

	Factory workers
	
	· Acceptable working conditions.
· Paid acceptable wages
· Maintaining their Human right. 

	Nike
	· Possibly increase the cost of production.
· Decreased profit
	· Encourage whistleblowers
· Improve reputation
· Better brand image

	Local contactors
	· Increase the cost of production.
· Decreased profit
	· Improve reputation

	Local governments
	
	· Maintaining Human right. 



Impact of Alternative Course of Action on Stakeholders: Enforcing Penalties on Abusive Practices on Workers
	
	COSTS
	BENEFITS

	Factory workers
	· Loss of Life
· Injuries
· Medical expenses related to injuries
· Making decisions with incomplete info
	· Acceptable working conditions.
· Paid acceptable wages
· Maintaining their Human right. 

	Nike
	· Reduce the pool of qualified contractors.
· Possibly increase the cost of production.
	· Improve reputation
· Better brand image

	Local contactors
	· Possibly paying penalties 
· Possibly lose their business 
	· Consultancy contract
· Higher share price

	Local governments
	
	



Impact of Alternative Course of Action on Stakeholders: Move its Production out of Unqualified Countries
	
	COSTS
	BENEFITS

	Factory workers
	· Possibly lose their job if they exist in countries that do not respect human right.
	· Acceptable working conditions.
· Paid acceptable wages
· Maintaining their Human right. 

	Nike
	· Reduce the pool of qualified contractors.
· Possibly increase the cost of production.
	· Improve reputation
· Better brand image

	Local contactors
	· Possibly lose their business 
	

	Local governments
	· Possibly lose a source of income
	· Encouraged to maintain human rights. 



Applicable Ethical Principle or Standard: Educate Workers about Labour Regulations and Nike’s Codes of Conduct
Under the Duty of Care, Nike will protect its workers from abusive working conditions by informing them about their right. Workers are critical in the success of any Company. According to Wilsey & Lichtig (2018), Nike Company is not different because its workers have enabled it maintain its strength in the competitive market. 
The Company may also protect its workers from being harmed physically when they are working. This may be done through ensuring that the working equipment and devices are safe for human use. In addition, the workers have helped the Company to enjoy more sales among its competitors in the wider market. For that reason, Nike has been one of the best Companies which are preferred by sportsmen as well as normal people.
 Again, the Human Right will seek to aid Nike to maintain human rights by educating its workers about it. The workers should understand their roles as well as their rights while they are working (Yang & Hsu, 2017). This may be essential since they will be in a good position to determine when they are being exploited or treated unfairly. Moreover, the Human Rights should ensure that are not abused sexually by top officials in the Company. All workers are equal regardless of the position that they hold. Therefore, their rights should be respected at all times. This will lead to positive outcomes and more accumulation of profits.
Applicable Ethical Principle or Standard: Enforcing Penalties on Abusive Practices on Workers
Based on the Duty of Care, Nike will protect its workers from abusive working conditions. Some of the abusive conditions may include; being exposed to high rates of heat without masks or protection, brutality and long working hours without pay among others. The Duty of Care may be critical in ensuring that these abusive acts are avoided for the safeness of workers.
 On the other hand, the Human Right is vital for ensuring that Nike will maintain human right of its workers (Yang & Hsu, 2017). As hinted above, workers should be respected and treated with fairness in order to guarantee development and success of the Company. As a result, Nike Company will expand and have more sales through the help of its workers.

Applicable Ethical Principle or Standard: Move its Production out of Unqualified Countries
Utilitarian Principle is keen on creating the greatest good to the greatest number of citizens in a given country even though it may result in workers losing their job. According to Wilsey & Lichtig (2018), any Company should accommodate the fact that the interests of public should come before those of the workers or officials. Concerning the Company of Nike, the intentions of the management should be geared towards making the public happy and content of the services needed. This may be governed by production of safe products that are according to health standards as well as products that are according to the tastes and preferences of customers. Therefore, this will ensure that a great number of citizens will enjoy the services of the Company. 
Position/ Recommendation
Nike should implement programs that educate its workers about their rights, the local labour regulations, and Nike’s Codes of Conduct. This may be crucial because it will equip workers with knowledge regarding their rights upon working in the Company. In addition, Nike should correct the abusive practices of its contractors by enforcing penalties on them and even refrain doing business with them. The enforcement of penalties may be an important strategy that Nike Company can establish and accommodate with an aim of attracting more customers and maintaining its brand. 
In addition, Nike should move its production out of countries that are run by a dictatorship, do not respect human right, or have labour regulations which do not protect its labour force. A stable country might be in a pole position to present an enabling environment that will allow development and success of the Company.
Again, Nike should be keen to examine the impact their international expansion has had on their customer loyalty as well as the brand integrity. The Company’s customers value the importance of loyalty since they are comfortable with what they know and support. As such, the Company should concentrate in the creation of a domestic feeling to its brand and products. This will try to reduce the amount of influence that it faces especially from the public who claim that it abuses its workers and pay them very low incomes. For that reason, Nike will be in a position to maintain its connection with their customers globally.
Aftermath of Incident
Currently, Nike accepts the charges and claims that the wages hence improving the working conditions for workers (Morning, 2016). Nike continues its financial success despite its pad corporate social responsibility reputation. In addition, the company’s revenue has significantly increased by a notable 10% yearly in the last 10 years (NASDAQ, 2018). For that reason, it is evident to assert that Nike is trying to implement corporate social responsibility projects and CSR advertisement to restore its corporate image.
Lessons for Other Corporations
Despite the outstanding financial success of the company, social responsibility remains crucial in shaping the company’s brand image. Making great code of conduct is ineffective unless there is a clear plan to excusing it in the ground. Based on the saying that “Prevention is better than cure”; Nike is sincerely trying to restore its corporate image in terms of social responsibility (Yang & Hsu, 2017). Through this, it may be in a good position to prevent the damage before it occurs. Other corporations should also seek to accommodate the mentioned strategies as a way to improve sales, the Company’s brand image as well as the code of conduct.

Case Discussion Questions
· How can Nike have a balance between its outstanding financial performance and its corporate social responsibility?
· Are Nike's global labour practices justifiable since Nike don't own the factories and don't have direct control on what goes on there?
· How can a company effectively execute its code of conduct on a global scale?
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