Philips response to SOMO report “Philips Electronics – Overview of controversial business practices 2008”

13 Jul 2009
Business & Human Rights Resource Centre invited Philips to respond to the following item:
· "Philips – Overview of controversial business practices 2008”, Roos van Os, SOMO, April 2009

http://somo.nl/publications-en/Publication_3023 


Philips sent the following statement:
Thank you for allowing us to react to the SOMO report "Philips Electronics - Overview of controversial business practices 2008".
 
We regret to see that SOMO has chosen to only report on controversies, without providing any information about our successes and laudable initiatives. We find it hard to understand how the reader can derive a balanced view of Philips’ business practices from reading this document as the reader is not given a context in which to interpret the findings.
 
We have the following general response to this report.
1. The report contains information about issues which were raised to Philips in 2006, and which in most cases have been resolved. We suggested to delete the sections referring to old and closed cases. 

2. The report contains information about misconduct that is not related to Philips, nor related to an issue with Philips suppliers over which Philips can have any influence since either Philips is no longer a customer, or the case was resolved before Philips was notified about the issue. 

3. Some of the accusations are based on information which is not in the public domain, not available to Philips, or based on unedited and unapproved draft reports. It is impossible to react on accusations without having access to the information which supports these accusations or to react on accusations which are based on incomplete and draft documents. 
4. The report contains accusations which are not related to unsustainable or irresponsible conduct by Philips or any of its suppliers, but merely a past disagreement about future legislation between Philips and an NGO. 

 
On that basis, we conclude that in our view all the cases listed in the report could be deleted as they fall foul of one or more of the above flaws. We will detail for each of the cases our concerns.

 
1. Labour rights violations at supplier plant in Mexico 

The section in the SOMO report contains historical issues from 2006 that have been resolved or are in the process of being solved. Furthermore, Philips has divested from Sanmina in 2007 and is now one of the smallest customers in Mexico representing less than 1 % of their revenue.
 
We are not aware that any irresponsible practices have occurred in 2008. We are only aware of the positive note by Cereal added in the 2007 report, concerning their relationship with Sanmina. Furthermore, we received from Sanmina a communication that they have been recognized by the Mexican Government with ‘the emblem of Socially Responsible Company (Empresa Socialmente Responsable) which certifies the Company before employees, stock holders, clients, authorities and the society in general, for assuming publicly and voluntarily the commitment of a socially responsible follow up as part of our culture and business strategy, by having demonstrated the compliance of the proposed standards towards:
· Quality of life in the Company 

· Entrepreneurial ethics 

· Relation of the Company with the community 

· Care and preservation of the environment’ 

 
With regards to the accusations regarding phantom unions at Sanmina, we have given this issue closer attention. Following discussion with SOMO as well as Sanmina SCI, we have put this issue on the agenda of the EICC, to evaluate to what extent the electronics industry can positively contribute to and influence the dialogue around this issue.  Regarding Sanmina, this issue remains on the agenda, and we are convinced that Sanmina is taking responsibility and deals with the issue in a responsible manner, that allows for regular dialogue on management and employee level with the local NGO Cereal as well as the local union CTM.
 
Based on the above, and the fact that the section contains various inaccuracies, we suggested to delete this section from the report.
 
2. Working condition at a Philips’ supplier in Shenzhen, China 

 
At the time of the draft report, we have received the reply from Flextronics on the draft report of Finnwatch, with detailed almost line by line comments, substantiating the remark made by Flextronics: ‘It is very unfortunate that these reports contain many inaccuracies and statements that were taken out of context and we believe were obtained through less than scientific means.  […] we invite Finnwatch and SOMO or any other stakeholder to visit and assess our continuous improvement programs aimed at improving working and living conditions in our sites.“ We assume Finnwatch, as a professional NGO, will revisit their report prior to release, and correct the inaccuracies following contact with Flextronics to verify the information provided by Flextronics.  We will make a final, agreed assessment document between Flextronics and Finnwatch, or any other NGO or auditing body, part of our management discussions, if the content calls for further action.
 
The case at Shenzhen which is part of the final report from MakeITFair (playing with labour rights) has been published without prior consultation with Philips and contains factual inaccuracies.  Philips has not been in a position to confirm the findings nor formulate any action (if necessary). We therefore feel it is premature to include this case in the SOMO report. Clearly, once the findings of the final report are confirmed through independent audits, Philips will respond appropriately in line with the EICC and Philips’ General Business Principles. 
3. Philips newly adopted recycling schemes for electronics products

This section is not related to any controversial business practice. In fact, Philips complies with every WEEE-related legislation around the world, and in many cases we exceed the expectations of the legislators. Therefore, we believe there is no basis for inclusion of this chapter in your report.
 
Greenpeace and Philips have had disagreements, but this does not relate to a controversial business practice. Greenpeace and Philips are not questioning the need to recycle electronic waste. In fact we are in full alignment that there is a responsibility for producers to recycle electronic waste in an environmentally sound way. The disagreement we had is related to how the recycling of electronic waste should be financed in the future (there is agreement over how to finance historic waste). As this discussion relates to a concept which has not yet been implemented anywhere around the world it is logical that there are different views on this. However, as you have rightly noted, Greenpeace and Philips have recently found a common understanding about the future financing of electronic waste. Philips will cooperate with other stakeholders on how to implement the concept of Individual Producer Responsibility. Neither the fact that Greenpeace and Philips had a disagreement, nor the fact that we have solved the disagreement merits inclusion in a report on controversial business practices.
 
Besides, the section on “Philips newly adopted recycling schemes for electronics products” contains many factual inaccuracies, which we explain to you below for your information. 
 
“On the 25th of February 2009, it appeared that Philips finally decided to ‘Make Things Better’ by announcing that it will include the cost of recycling its products in their retail prices in three countries that don't yet mandate recycling of waste electronic equipment”
The above is factually wrong. Philips has initiated voluntary collection and recycling activities in three countries (India, Brazil and Argentina) where currently no legislation is available on e-waste recycling. The company plans to use the experiences in a constructive dialogue and collaboration with other stakeholders to come to local solutions for all e-waste in the near future. 
 
“For example, Philips has promised to take responsibility for its obsolete products”
Philips has never denied responsibility for e-waste but has merely chosen a strategy of collective approaches with the rest of the industry to collect and treat e-waste. Collection, treatment and disposal of e-waste has been proven effective through such collective systems from an environmental as well as economical perspective. Though it has been shown through research that collective systems are not perfect, it has also become clear that other stakeholders also must play their part to create a proper e-waste collection and recycling infrastructure.
 
“Also it is necessary that Philips communicates its plans and changed views to relevant stakeholders in the industry such as the EICC and policymakers at various governments especially with regard to the company’s rejection of a waste removal tax as a means of financing disposal and recycling”
Philips has publicized its adapted position on February 25th 2009 via its international website. We are currently communicating this position to other stakeholders. It is not realistic to expect that Philips has informed all relevant stakeholders of the adapted position by the end of February 2009. 
 
“Also Philips states that it plans to phase out the use of toxic chemicals vinyl plastic or brominated flame retardants, however, Philips currently does not produce any products that do not contain any these materials.”
This statement is factually incorrect. In fact, Philips produces products that do not contain PVC or brominated flame retardants. Furthermore, like the rest of the industry, we are in the process of facing out the use of toxic chemicals in line with certain legislative proposals and/or voluntary action. Please note that we are currently complying with all existing chemicals regulations. Therefore, we believe it is incorrect to refer to our chemicals policy as a controversial business practice. 
More information on Philips' Sustainability performance can be found on http://www.annualreport2008.philips.com/, pages 188 - 189.
