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T Tecent years, many consumers in western countries have advocated their
Iconcerns for human right issues and the environment when making their
decision to purchase a product. They expect their products to be of good
quality, contforming to a code of ethnics during the entire manufacturing
process, with 11o harm to the environment. Their views are shared by a growing
number of consumers worldwide and have formed a strong bargaining power.
Manufacturers and suppliers cannot care less in responding to their demands.

Implications of Compliance Management

Compliance practices are aimed to ensiire that production anywhere in the
world is carried out according to the law and under humane and ethnical
conditions. Observers of compliance practices promise to adapt, implerment
and monitor a certain set of production principles, and rectify any diversions
from these principles during the manufacturing process. With globalization
in trade, compliance practices have been adapted in major importing countries,
such as the US and many countries in Europe. A growing number of
international corporations have made compliance practices as one of the basic
requirements when they source and purchase products from suppliers.
Manufacturers who implement “Compliance Management” not only helps
improve their corporate image and set a good reputation, but also boosts
buyers’ confidence in their products, increasing their export competitiveness.

In 1998, the Hong Kong Exporters' Association commissioned an international
business consulting firm, Arthur Anderson, to a research project to study the
significance of compliance for Hong Kong manufacturing industries. The
findings were presented in the report — Strategic Study on the Implicativon of
Compliance Issues to Hong Kong's Exporting Industries. It was found that
overseas buyers regard produet quality to be the most important sourcing
criterion, followed by compliance issues. Surprisingly, price comes only the
third place when buyers setting the priority for. their sourcing criteria.

Revitalize Clothing Industry through Value-Added Activities

With China’s accession into the WTO, the quota system and tariffs under the
Agreement of Textile and Clothing will be gradually eliminated
by 2005. Tangible trade barriers between WTO members
will disappear. Instead, alternative trade barriers will
emerge for the clothing industry in the forms of
regional trade agreements, anti-surge and anti-
dumpling’ mechanism and ethical trade B
requirements imposed by importing countries.

Currently WRAP (Worldwide Responsible Apparel
Production), CSM 2000 (Compliance & Supply
Chain Management 2000), SA8000 (Social
Accountability 8000) and 1SO 14000 (International
Jrganization for Standardization 14000) are common types of worldwide
zompliance standards for the textile and clothing industry to follow. WRAP
s widely accepted in North America and by American companies while CSM
2000 is adapted in Germany and is gaining popularity in Europe. While
hese different types of international compliance standards may have variations
n their focus, labour, environment, quality assurance and customs are the
:ote areas of compliance. WRAP has more concern for labour issues and
Irug trafficking whereas CSM 2000 lays more emphasis on environmental
srotection and documentation of every component of the whole supply chain.

According 1o Mr Willy Lin, Executive Committee member of Clothing Industry
[raining Authority (CITA), Hong Kong manufacturers in the clothing and
extile industry should shift their focus to value-added activities in order to
1phold Hong Kong’s status as a fashion hub and global sourcing centre of
lothing and textile products and uplift the competitiveness of the whole
ndustry. “OEM arrangements and low-price competition for orders will no
onger be the directions for the industry in the futuze”.

to Textile & Clothing
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CRC Addresses Hong Kong Manufacturers’

Gompliance Needs and Concerns

CITA has recently established “Compliance
Resource Centre” (CRC) at its headquarters in
Kowloon Bay to offer people and manufacturers
in the textile and clothing industry information
on compliance issues and international compliance %
standards. The CRC promotes the awareness on the
compliance issues and trends in two major directions:
disseminating information and organizing training courses, seminars and
workshops in compliance management. The CRC is equipped with a help
desk and computers to facilitate internet search and provides reserved
hardcopies and softcopies of global compliance practices and standards. It
also has staif to answer enquiries and provide initial consultation on
compliance issues.

With the establishment of Hong Kong’s first compliance resource centre and
! its support to the industry, Hong Kong can uphold itself as an international
compliance driven sourcing centre for textile & clothing products and
; demonstrate to overseas buyers that Hong Kong manufacturers are proactively
i addressing the compliance concerns. Hong Kong being one of the world’s
' major exporting regions, it is important for Heng Kong manufacturers to meet
worldwide compliance standards. Customersin importing countries are likely
to choose suppliers with goed compliance reputation rather than those who
are not familiar with that practice.

, “Compliance is not an obstacle but rather an opportunity for Hong Kong
: manufacturers. It helps the whole industry to establish a quality assurance
f system of manufacturing and improve factory management, relationships

between workers and the management and safety standards,” emphasized
Mr Alan Yi-lin Li, Executive Director of CITA.

The CRC will focus on the textile and clothing industry to start
i with. CITA has signed a memorandum of cooperation with the
. certification organization of WRAP to be an authorized training |
I agent of WRAP compliance practices in Hong Kong. The Authority
plans to collaborate with other certification organizations and
authorities to extend their compliance services and introduce other
compliance systems to more industries by phase, such as toys and
footwear, in the future. A

Information on compliance standards available at CRC

WRAP (Worldwide Respensible Apparel Production)

In 1998 American Apparel and Footwear Association (AAFA) set out 12 principles for

global clothing production in 1998 and established in next year an independent organization

known as WRAF to promote self-monitoring and familiarization of the principles to the
lobal clothing industry.
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- Laws and Workplace Regulations -84 R THemMBE
Prohibition of Forced Labor 3£ [k ¥ 5258
Prohibition of Child Labor 2 I-B A& T
Prohibition of Harassment or Abuse & [ SR B & T
Compensation and Benefits £f-& 5 & BUHFIRE
Hours of Work 7 & LERF MR E
Prohibition of Discriminationd I 5515
Health and Safety 4 &-f Hifl % 2384
9. Freedom of Association and Collective Bargaining fREEEEM 5 b R AnH8Es %]

10. Environment f-§ BREEER
' 11, Customs Compliance #F-S AR
12. Drug Interdiction B b 23 5
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CSM 2000 ® (Compliance & Supply Chain Management)

Eco-tex Institute for Applied Ecology

A consolidated compliance system developed by Eco-Institute for Applied Ecology from
various international management standards
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Key Issues M #H HE

1 Quality Assurance F&RiE

2. Environmental Performance TR 8543

3. Social Responsibilities #-&r & 4F

4. Health and Safety Issues {3 R B2
5. Trade Regulations ¥ 5 #:38

6. Others f#ﬁ
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SA 8000 (Social Accountability 8000)
A compliance system established based on a treaty of Itternational Labor
Organization, a declaration of United Nations on human rights and a
treaty of United Nations on children’ rights
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1. Child Labor T

Forced Labor EiH#:E T
Health and Safety f#fRRE 2
Freedom of Association and Right 1o Collective Bargaining
SN EHHRRREH
Discrimination B8

Discipline ¥ S
Working Hours TIERFH]
Compensation ¥ :
Management Systems B HE R

o----‘--‘--o-o--oo-----.---o--

1S0 14000 (International Organization for
tandardization 14000)

International Organization for Standardization developed Environmental
Management System to prevent spread of pollution and promote effective
use of social resources.
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Key Issues {5 M0 :

1. Environment FH{RHE

2. Health and Safery 2SR %2
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