APPENDIX A: CORRESPONDENCE BETWEEN HUMAN RIGHTS
WATCH AND THE COCA-COLA COMPANY

73 HUMAN RIGHTS WATCH VOL. 16, NO. 2 (B)



HUMAN RIGHTS WATCH VOL. 16, NO. 2 (B) 74



HUMAN RIGHTS WATCH

350 Fifth Avenue, 34th Floor

New York, New York 10118-3299

USA

Telephone: + 1212 216 1245

Facsimile: +1 212 736 1300
Website:http:/www.hrw.org

CHILDREN'S RIGHTS DIVISION

Lois Whitman
Fixecutive Director
Jo Becker
Advocacy Director
Michael Bochenek
Zama Coursen-Neff'
Counsel

Clarisa Bencomo
Tony Tate
Rescarchers

Dana Sommers
Associate

ADVISORY COMMITTEE
Jane Green Schaller
Chair

Roland Algrant
Vice-Chair

Goldie Alfasi-SifTert
Michelle India Baird
James Bell

Mark Allen Belsey
Albina du Boisrouvray
Rachel Brett

Holly Cartner
Bernardine Dohrn

Fr. Robert Drinan
Rosa Ehrenreich
Barbara Finberg
Alice Frankel

Gail Furman

Lisa Hedley

Alice Henkin

Anita Howe-Waxman
Kathleen Hunt
Eugene Isenberg
Sheila B. Kamerman
Rhoda Karpatkin
Miriam Lyons

Joy Moser

Elena Nightingale
Martha J. Olson
Robert G. Schwartz
Mark 1. Soler

Aane Studzinski
Yodon Thonden
Geraldine Van Bueren

HUMAN RIGHTS WATCH
Kenneth Roth

Executive Director

Carrol! Bogert

Associate Director

Michele Alexander
Development and Outreach Director
Steve Crawshaw

London Director

Barbara Guglielmo

Finance Director

Lotte Leicht

Brussels Office Director

lain Levine

Program Director

Tom Malinowski

Washington Advocacy Director
Rory Mungoven

Advocacy Director

Maria Pignataro Nielsen
Human Resonrces Director
Dinah PoKempner

General Counsel

Wilder Tayler

Legal and Policy Director
Joanna Weschler

UN Representative

Jonathan Fanton

Chair

October 14, 2003

Douglas N. Daft

Chairman and Chief Executive Officer
The Coca-Cola Company

One Coca-Cola Plaza

Atlanta, Georgia 30313

By certified mail and fax: (404) 676 6792
Dear Mr. Daft:

I am writing on behalf of Human Rights Watch, an independent nongovernmental
organization that conducts investigations of human rights abuses throughout the world.
Human Rights Watch began in 1978 with the founding of its Europe and Central Asia
division, then known as Helsinki Watch. Today it also includes divisions that cover
Africa, the Americas, Asia, and the Middle East, and it has three thematic divisions on
arms transfers, women’s rights, and children’s rights. Human Rights Watch is supported
by contributions from private individuals and foundations worldwide. It accepts no
government funds, directly or indirectly.

We are preparing a report on child labor in El Salvador, with a specific focus on the use
of child labor in sugar cultivation. To assist us with this report, we welcome any
information on the issues specifically raised below and any additional information you
wish to provide on this matter. In the interest of balanced and fair reporting, we strive to
reflect all perspectives in our research and look forward to your response.

We have attached questions regarding The Coca-Cola Company’s contractual
relationship with a sugar mill in EI Salvador and questions regarding Coca-Cola’s
general labor policies with regard to Salvadoran suppliers of the ingredients used in its
product. Your response will be taken into account in our forthcoming report. In light of
our publishing schedule, we would be grateful to receive your response within one
month’s time.

Thank you very much. I look forward to hearing from you.

Sincerely, o n
Michael Bochenek
Counsel

Children’s Rights Division

BRUSSELS GENEVA LONDON LOS ANGELES MOSCOW NEW YORK SAN FRANCISCO WASHINGTON
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To: The Coca-Cola Company

From: Human Rights Watch

Date:  Oclober 14, 2003

Subject: Sugar mills in El Salvader producing ingredients for Coca-Cola

A. Cocu-Cola and Conltractual Relationships

Human Rights Watch has received infermation that in 2003, Coca-Cola purchased
ingredients used in its product from Compafifa Azucarera Salvadorefia, S.A. de C.V. We
would be grateful if you would confirm this information. If so, please indicate the months
and years during which purchascs were made. We also request (hat you specify in each case
whether purchases were made directly from Compafifa Azucarera Salvadoreiia or through an
intermediary enterprise and. il the latter. that you identity the intcrmediary,

B. Coca-Cola Labor Practices

We would appreciate information aboul the policies Coca-Cola has adopted regarding respect
for workers™ human rights by the suppliers from which it purchases ingredients used in its
product.

Specifically. we would welcome your responses to the following questions:

1. Does Coca-Cola have any policies regarding the use of child labor in facilities preducing
ingredients used inits product?

2. Does Coca-Cola monitor on an ongoing basis labor rights conditions in the Salvadoran
tacilities [rom which it purchases ingredients used in its product? Did Coca-Cola conduct
any labor rights monitoring or inspections ol Companifa Azucarera Salvadorefia during the
time period indicated ahove?

3. What steps does Coca-Cola take 1o ensure that facilities producing ingredients used in its
product do not employ children under the age of fifteen?

4. What steps does Coca-Cola take to ensure that fucilities producing ingredients used in its
product do not employ children under the age of eighteen in hazardous labor?

3. What steps does Coca-Cola take to ensure that all payments legally duc workers under the

laws of the countries in which facilitics producing ingredients used in its product operate are
made 1n full and without delay”?
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Tho GGl Company

COCA-COLA PLAZA
ATLANTA. CECRGIA

CAROL M. MARTEL November ]8, 20003 ADDRESS REPLY T0
CIKRECTOR, PUBLIC AFFAIRS F.O BOX 17234
ATLANTA. GA 30301

404 E75-4152

Michael Bochenek

Children’s Rights Division
Human Rights Watch

350 Fifth Avenue, 34th floor
New York, NY 10118-3299 USA

FaAxX: AC4 515-1254

Dear Mr, Bochenek:

Thank you for your letter to our chairman informing us that you are preparing a report about
child labor as 1t may relate to sugar cane cultivation in El Salvador. T have been asked to respond
te you with information provided by our group and regional operating units. As I am sure you
are aware, the sugar industry has been working closely with the International Labor Organization
to help address the issue of child labor in El Salvador. A foundation has been established and
has been very active with a special focus on the needs of young people.

Regarding your specific questions about The Coca-Cola Company’s relationship with Compafiia
Azucarcra Salvadorefia, 5.A. de C.V. (“"CASSA™), I would like to provide of the following
information:

e  Our local bottler in El Salvador buys its sugar from a large distributor, which purchases its
supply from CASSA. CASSA is an authorized supplier of sugar for our business and, as
such, is required to comply with the requirements set forth in the Company’s Supplier
Guiding Principles Program (“SGP”). The SGP strictly prohibits the use of child labor.

e QOur SGP program was cstablished to ensure that our direct suppliers are aware of our
cxpectations and minimum requircments and comply with them. Audits are performed on an
on-going basis to asscss compliance and address any 1ssues identified through corrective
action. A copy of the Company’s SGP is attached for your review,

e An assessment of the CASSA sugar mill was conducted less than one year ago. No
indications of child labor were found. We have also been advised that the facility is sending
you copices of their specific policies against employment of children. Another assessment of
the facility will be completed before year end.

If you have reason to believe that this particular company is not upholding child labor
employment standards in its facility, we urgently request that you share such information with us,

so that we can immediately investigate and initiate corrective action if appropriate.

We hope the information provided will be helpful to you in your review of sugar in the
Salvadoran ¢conomy. '

Sincq;}c]y,

=,

Atrachmente
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To our suppliers:

We welcome your paricpaton in our Supplier Guiding
Principles Program.

The reputation of The Coco-Cola Company is buikt on
trust. Those who do business with us around the world
know we re commitied fo managing our business vith o
consistent sef o values fhot represent the highest stondords
of qualiy, inegrity, excellence, compliance with the aw
and respect for the unique customs and culfuresin
communities where we operate, We seek fo develop
relationships with suppliers tat share similar volues and
conduct business in an ethicol manner.

As partof our ongoing effortto develop and strenghen
our relafionships with suppliers, we are introducing the
Supplier Guiding Principles Progrom for direct supplers to
The Coca-Cola Company. The Supplir Guiding Principles
Program is based on the belief that good corporate
itzenship i essenfiol o our long-term business success
and must be reflected in our relationships and acions in
the marketplace, the workplace, the environment ond
the community. We have included our "Princples of
Ciizenship" 1o assst i your understanding of our
core values,

Recognizing there are differences in laws, customs
and economic conditions that affect business practices in
various parts of the world, we believe that shared volues
must serve s he foundation for relotionships befween
The Coca-Cola Company and our suppliers. The Supplier
Guiding Principles restate our requirements and emphosize
good workplace policies that comply with applicable
environmental lows and with loca labor laws
and regulations.

We ok forward fo working with you fo ensure
understanding of and compliance with the requirements
set forth n the program for you and ol direct suppliers
fo The Coca-Cola Company.

Guiding Principles for Suppliers to
The Coca-Cola Company

Workplace Practices

At The Coca-Cola Company, we support fir employment practics in our
relotionships with our employees consistentwith a commitment fo human
rights in our workploce, and we seek o provide o safe environment in
which o work. We abide by ol appliable labor aws in the couniries in
which we do business incuding local lows oddressing working hours
compensation, employees' righs fo choose whether o be represented by
third parti and to bargain collectvely, working conditions and other such
workploce practies. We seek fo create a workplace where individuaks ore
trated with dignity, firness and respect. We recognize, value, respect and
celobrote the cultral differences and diversty of background and thought
of our employees.

We expect our suppliers to follow applicable laws, and
similor standards ond princiles in the countries in which they operate.

* Work Environment
We expec our suppliers fo judge their employees and contractors
based upon their abiffy fo do ther jobs and not pon their physical
and/or personal charactristics o belefs, offirming the principle of
o unlowful discrimination based on roce, color, gender, eligion,
national origin or sexval oientafon.

* Health and Safety
We expect our suppliers o provide o sofe workplace with polics
and practice in place to minimize the rik of accdents,injury, and
exposure fo health risks.

* Child and Forced Labor; Abuse of Labor
We expect our suppliers o to employ anyone under the legal
working age nor fo condone physica or other unlawiul abuse or
harassmen, orthe use of forced or other compulsory labor in any
of their operations.

* Wages and Benefits
We expect our suppliers to compensate their employees fairy and
compefiively relfive fo their industry i fullcompliance with
applicable ocal and national wage and hour lows, and to offer
opportunites for employees fo develop their skill and capobiltie.

* Collective Bargaining
I the event their employees have lowfull chosen to b represented
by thid paries, we expect our suppliersfo bargain in good fith end
not o retaliate ogainst employees for thei lowful paticiption n
lobor organization actviis.
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Environmental Practices

W expectour suppliers o conduct business in ways that protec! and
preserve the environment. At @ minimum, we expec! our uppliers o
mee! opplicable environmental lows, ruls and regulations in thei
operations inthe counties in whih they do business

Communication

We expec suppliers fo communicate these “Guiding Principles for
Suppliers 0 The Coca-Cola Company’ o their employees. These
principles should be provided inthe ool kanguage and posted in on
accessible place. We ols-expectsupplier fo develop and implement
appropriate besiness mechanisms fo monitor complinc with these
Guiding Pindples.

Compliance with Applicable Laws

and Standards

At a minianum, suppliers o The Coca-Cola Company and supplers
outhorized by The Coca-Colo Company will e required fo mee! the
following stondards with respect fo their operations s o whole:

 Laws and Regulations Supplier vl comply with ol applicable
lows, role, regulaions and requiremens inthe manufocure ond
disibution of our products nd supplies and i providing services

th conpny
* Child Labor Supplier will notuse childfobor s defned by ocal low
 Forced Lobor Supplierwil ot useforced or compulsry labor
 Abuse of Labor Supplier ill not physiall obuse lobor
* Colloctive Bargaining Supplierwil respect employees'righs
to choose whether to bs represented by third partes and fo
borgain collectively n occordance with local low
. m:d Benefits Wages and benefits will omply with

» Working Hours & Overtime Working hours and overtime
will comply with loca ow

 Health and Safety Working conditins vl comply with
local regulafions

» Environment Lu;pliaruﬂl comply with ol applicable

anvir

These minimum requirements will become port of ol ew or
renewed commertial agreements behween The Coce-Colo Company
and s direc supplies, Suppliers must be able fo demanshate

their contpliance with thess requirements o the requestof

and o the stifaction of The Coca-Colo Company.

The Coco-Cola Company has the right to inspect any ite invalved
inwork for The Coca-Cola Company, ond any supplier thot fik

1o satsfy The Coca-Cola Company of ts compliance is subjec o
termination of any agreemenls between i and The Coca-(olo Company.



Keeping The Promise:
Principles of Citizenship

Qur reputaion s buit n fust.Through good ciizenship we vl
nurhure our reloionships and confinue fo buld hat rust, Tht s the
essenc of th Coca-Cola Promise - fo benefitand refrech everyone
who i fouched by our busiess

Whereter Coca-Col does business, we stive o b trusted parners
and good ciizens. We are committed to managing our business around
the world with o consistent et o vlue thatrepresent he ighes
stondords ofintegit and excellnce. We share these vaues with ou
bottlers, making our system stronger

These core values are ssenfilfo our long-term business sucees ond
will be refleced n fl o our reletionships and actions - inthe
marketploce, the workploce, the environment and the communty.

Guiding Principles

Marketplace ) o
We wi adhere tothe ighesteical standards,knowing hat the : 1 -

/ l |
Enjoy! . /
bestsly
(c]

quoly of our producs, the integit of our brands and the dedicaton
of our pople buld tustand srengthen reltionships, We ill serve
the peaple who enjoy our brands through innovation, superb
customer service, and respect fr the unique customs and culbures in
the communites where we do busines.

Workplace For more information,
We will et each other with dignty, fuimess and respect. We wil pleuse visit our wehsite ot
fsteran inclusive environmen thot encourages ll employees o i :

develop and perform o theirfullst potential, conistentwith o www.coca-cola.com

tommitment o human rights in our workplace. The Coca-Cola
workploce will be  ploce where everyone's ideas and confributions

ore valued,and where responsbily and occountebly re ;
encouraged ond rewarded. % @W JW

Environment

Werwill conduc ourbusinss in ways tht proect and preserve the
environment. We will integrate princiles of environmental
stewardship and sustoinoble development into our husiness dedions
and processes.

Community

We vl contribute our fme, expertise and resources o help develop

susloinoble communfesin partnership with local eaders, We will

seek fo improve the quality of e through localyrelevant nfatves 0 b o Gy

Wheteter e dobusies, "Coca-Cola®, the Cantour Botle design ond he Red Dk con are

) regiered rademarks of The Coco-Colo Compeny.
Responsible corporete cizenship i ofthe heart o the Coca-Colo

Promise. We befieve that wha is best for our employees, for the

community ond for the environment i alo best for our busines, it S P oo e Rt P,
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April 7, 2004

Deval L. Patrick, Esq.

Executive Vice President, General Counsel, and
Corporate Secretary

The Coca-Cola Company

P.O. Box 1734

Atlanta, Georgia 30301

Dear Mr. Patrick,

I am writing to let you know that Human Rights Watch is preparing a report on child
labor in El Salvador, with a specific focus on the use of child labor in sugarcane
cultivation and harvesting. In the course of our investigation, we have determined that
hazardous child labor is commonly used on El Salvador’s sugar plantations, including
those that provide sugarcane to The Coca-Cola Company’s Salvadoran supplier. This
letter outlines our findings and suggests several remedial steps that Coca-Cola should
undertake to avoid complicity in these human rights abuses.

Two of our researchers visited El Salvador for three weeks in February 2003 to
conduct research on the use of child labor in sugarcane production. During their
investigation, they spoke with thirty-two children and youths between the ages of
twelve and twenty-two, all of whom planted or cut sugarcane while they were under
the age of eighteen. Our researchers also conducted over fifty other interviews,
speaking to parents, teachers, activists, academics, lawyers, government officials,
representatives of the Salvadoran Sugar Association, and representatives of the Central
Izalco sugar mill. The researchers visited nine of El Salvador’s fourteen departments,
traveling to Ahuachapén, Cabafias, Cuscatlan, La Libertad, San Miguel, San Salvador,
Santa Ana, Sonsonate, and Usulutén.

About five thousand boys and girls are directly employed in the cultivation and
harvest of sugarcane in El Salvador, according to a study by the International Labour
Organization’s International Programme on the Elimination of Child Labour (IPEC).
The study characterizes another 25,000 as “indirectly involved,” meaning those who
“accompany their parents or family members and help them with the different tasks
involved in the harvest.” Combining these figures, some 30,000 children under the
age of eighteen work in some capacity on El Salvador’s sugar plantations.
Harvesting cane is dangerous and backbreaking work. It requires children to use
machetes and other sharp knives to cut sugarcane and strip the leaves off the stalks,
work they perform for up to six hours each day in the hot sun. Nearly every child we
spoke with told us that he or she had suffered gashes on hands or legs while cutting
cane, and every child had seen other workers suffer such injuries.

BRUSSELS GENEVA LONDON LOS ANGELES MOSCOW NEW YORK SAN FRANCISCO WASHINGTON
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Medical care is often not available on the plantations, and children must frequently pay for the cost
of their medical treatment. They are not reimbursed by their employers despite a provision in the
Salvadoran labor code that makes employers responsible for medical expenses resulting {rom on-
the-job injurics.

Children who work on sugarcane plantations, particularly those who cut cane, often miss the first
scveral weeks or months of class. For example, a teacher in a rural community north of San
Salvador estimated that about 20 percent of her class did not attend school during the harvest.

Our investigation found that the use of hazardous child labor 18 rampant on El Salvadot’s sugar
plantations. The country’s sugar mills and the businesses that purchase refined sugar for resale or
use in their products thus indirecily benefit from hazardous work by children.

The Coca-Cola Company is one such business. In El Salvador, we fearned that Coca-Cola’s local
bottler purchases sugar refined in El Salvador’s largest mill, Central [zalco. We spoke with children
between the ages of iwelve and sixteen who cut cane on four plantations that supply sugarcane (o
Central 1zalco. Their testimonies and the accounts of several adults who also work on those
plantations confirmed that those plantations regularly use child Iabor and that Central Tzaleo 18
complicit in this use of child labor.

Coca-Cola verified that 1t purchases sugar that is refined at Central 1zalco. “Our local bottler in El
Salvador buys its sugar from a large distributor, which purchases its supply from CASSA
[Compania Azucarera Salvadorefia, S.A. de C.V., the parent company of Central [zalco],” Coca-
Cola’s director of public affairs wrote to Human Rights Watch. "CASSA 15 an authorized supplier
of sugar for our business and, as such, is required to comply with the requirements set forth in the
Company's Supplier Guiding Principles Program ('SGP’). The SGP strictly prohibits the use of
child Tabor.” (Letter from Caral M. Marte! to Michael Bochenek, November 18, 2003}

With respect Lo child fabor, Coca-Cola’s Guiding Principles for Suppliers (o The Coca-Cola
Company, which outline Coca-Cola’s requirements for participation in its SGP, state; “We cxpect
our suppliers not to employ anyone under the legal working age nor to condone physical or other
unlawtul abuse or harassment, or the use of forced or other compulsory fabor in any of their
operations.” {Guiding Principles for Suppliers to The Coca-Cola Company at 1.) These guiding
prmciples also provide:

At a mininnm, sunplicrs to The Coca-Cola Company and suppliers
authorized by The Coca-Cola Company will be required to meet the
following standards with respect to their operations as a whole:

Chilid Labor.  Supplier will not use child labor as defined by local
law.

{Id)
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Coca-Cola’s guiding principles apply only to its direct suppliers, who must not “employ” or “use”
child labor. {Jd.) The guiding principles do not address the possibility that Coca-Cola may benefit
indirectly from human rights abuses. In particular, they do not address its suppliers’ responsibility
to ensure that their own suppliers do not use hazardous child Tabor.

This omission is significant becausc it means that a supplier such as Central Izalco can comply with
Coca-Cola’s guiding principles even though it is aware or should be aware that it benefits indirectly
from hazardous child labor. We found no evidence that Central Izalco employs children at its
reflining plant, but we were able to confirm that at least four of Central Izalco’s supplier plantations
routinely use child labor,

We understand that Coca-Cola is by no means the only mullinational corporatien that benefits
indirectly from hazardous child labor in El Sulvador’'s sugar sector. For example, Central 1zalco
alone sold sugar and molasses 1o at least ten international enterprises from 2000 to 2003, We have
examined the connection to Coca-Cola in detail because sugar is a principal ingredient in Coca-
Cola’s products, because a representative of Central Izalco specifically highlighted Coca-Cola as a
user of the mill’s sugar and described the ¢xtensive renovations the mill undertook to become an
authorized supplier to Coca-Cola, and because it is the only one of the international enterprises that
we could confirm uses the mill’s sugar in its product (we could not determine the final use of the
product by the others, some of which may be commodity traders). The fact that we found more
details on the connection to Coca-Cola than to any other international enterprise does not absolve
those other companies of responsibility,

International law establishes rights and standards that states are required to uphold. If states
fulfilled their ebligations completely. they would demand that corporations also respect these rights
and standards. Corporations are not themselves directly regulated by international law, but there is
an intemational consensus that corporations have a duty te support workers’ human cights in their
facilities, including the rights of children to protection from hazardous labor. For example,
Principles 1 and 2 of the United Nations Global Compact call upon businesses to “support and
respect the protection of internationally proclaimed human rights within their sphere of influence”
and “make sure they arc not complicit in human rights abuses.” Principle 3 calls upon businesses (o
uphold “the elfective abolition of child labor.”

There is an emerging consensus that corporations have a responsibility to take steps to ensure that
human rights are respected in their supply chaing as well as their directly owned corporate Lacilities.
This consensus is reflected in public initiatives, such as the Guidelines for Multinational Enterprises
of the Organisation for Ecenomic Development and Cooperation (OECL), and private codes, such
as the Ethical Trading Initiative Base Code and Principles of Implementation, Social Accountabilily
Internationul’s SA8000 standard, and the Fair Labor Association’s Workplace Code of Conduct,
The OECD Guidelines, for example, state that enterprises should “|ejncourage, where practicable.
business puartners, including suppliers and sub-contractors, (¢ apply principles of corporate conduct
compatible with the Cuidelines.” Consistent with this consensus. the U.N. Norms on the
Responsibilitics of Transnattonal Corporations and Other Business Interprises with regard to
Human Rights call upon *[elach transnational corporation or other business enterprise” Lo “apply
and incorporale these Norms in their contracts or other arrangements and dealings with contractors,
subcontractors, suppliers, licensees, distributors, or natural or other legal persons that enter into any
agreement with the (ransnational corporation or business enterprise in order 1o ensure respect for
and implementation of the Norms.”
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Both Central Izalco and Coca-Cola know or should know of the use of hazardous child labor by the
plantations that supply the raw sugar that is refined by Central Izalco and ultimately used in Coca-
Cola products. Under the norms set forth above, Coca-Cola’s responsibility extends to its suppliers,
licensees, distributors, and businesses partners, including its local bottler in El Salvador. These
norms clarify that both Coca-Cola and Central Izalco have & responsibility to use due diligence to
ensure respect for human rights, including the prohibition on the worst forms of child labor,
throughout their supply chains. In this case, neither has.

We believe that Coca-Cola can begin to address its responsibility by taking, at a minimum, the
following steps.

First, Coca-Cola should adopt effective monitoring systems to verify that labor conditions on
sugarcane plantations comply with international standards and relevant national labor laws. In
cases where plantations fall short of such standards, Coca-Cola should provide the economic and
technical assistance necessary to bring plantations into compliance. In particular, Coca-Cola should
support programs and services that offer children and their families alternatives to child labor,
publicly reporting the status of such efforts at least on an annual basis.

Second, Coca-Cola should revise its guiding principles to reflect the U.N. Norms and other
international standards. In particular, Coca-Cola should incorporate the U.N. Norms in its
contractual arrangements with suppliers and should require its suppliers to do the same throughout
their supply chains.

We invite you to review these issues and, in particular, to consider the remedial steps we outline
above. We welcome your response to these issues and our proposals, as well as any additional
information you wish to provide on this matter. In the interest of fair and balanced reporting, we
strive to reflect alt perspectives in our research. Your response will be taken into account in our
forthcoming report if we receive it within one month’s time.

I look forward to hearing from you.

enneth Roth
Executive Director
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The Gl Gompuny
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WERAL CLUHSE . AND U HEORATE SECRETARY ATLANTA. GA 30301

404 676-1947

AN 404 515 2546

April 16, 2004

Kenneth Roth

Executive Director
Human Rights Watch
350 Fifth Ave, 34" Floor

New York, NY 10118
Dear Ken:

Thanks for your letter of April 7, 2004 concerning child labor in El Salvador.
| am not familiar with the facts, but | will follow up with Carol.

Thanks also for your suggestions on how to address these concerns. In
light of my resignation, | will refer your letter to Ciyde Tuggle in public affairs.

Sincerely,

/mea
C:  Clyde Tuggle
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April 30, 2004

Carol Martel

Clyde Tuggle

Office of Public Affairs
The Coca-Cola Company
1 Coca-Cola Plaza
Atlanta, Georgia 30310

Dear Ms. Martel and Mr. Tuggle,

Thank you for your response to my letter of April 7, 2004, concerning the use of
child labor on El Salvador’s sugarcane plantations. Among other things, you
asked us to provide the names of plantations that supply sugarcane to Central
Izalco, the mill that in turn supplies refined sugar to Coca-Cola’s Salvadoran
bottler. You told us that this information would help Coca-Cola fulfill its
responsibility to use due diligence to ensure respect for human rights throughout
its supply chain.

We welcome Coca-Cola’s interest in working with us on this important issue and
its desire to undertake its own investigation of the extent to which labor
conditions on sugarcane plantations comply with international standards and
relevant national law laws. To assist Coca-Cola with these efforts, we are
providing the information you requested. At the same time, your request raises
several concerns that we hope you will be able to satisfy.

First, we would like your assurance that the result of sharing this information will
not be the firing of or other detrimental action against child laborers or their
parents. There is broad consensus that simply firing children who are found to be
working in hazardous occupations is not an effective strategy to address child
labor; indeed, such an approach is likely to do far more harm than good. Efforts
to achieve compliance with labor laws should be complemented by programs and
services that give children realistic alternatives to hazardous labor. In this regard,
the commentary to the U.N. Norms on the Responsibilities of Transnational
Corporations and Other Business Enterprises with regard to Human Rights, calls
upon business enterprises using child labor to “create and implement a plan to
eliminate child labour.” The commentary continues:
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Such a plan shall assess what will happen to children when they are no longer employed
in the business and include measures such as withdrawing children from the workplace
in tandem with the provision of suitable opportunities for schooling, vocational training
and other social protection for the children and their families, for example by employing
the parents or older siblings or engaging in other measures consistent with ILO
Recommendations Nos. 146 and 190.

Second, we ask you to select members of the investigation team that will conduct Coca-Cola’s
investigation with particular care. The members of this team should have an educational
background, appropriate professional training, and experience with issues relating to child labor.

We ask for these assurances because children who work in the sugarcane harvest and other
hazardous occupations are in a particularly vulnerable position. Lacking other options, they and
their families are dependant on the income they receive from hazardous labor—income that they
and their parents use to pay for their school fees and very often for basic necessities such as food,
clothing, and medications.

We were able to identify at least four plantations—[names redacted]—that supply Central Izalco
and routinely use child labor in the sugarcane harvest. Children and adults who work on these
plantations confirm that child labor is common. We emphasize that these are by no means the
only plantations that use child labor; we found that child labor is endemic on sugarcane
plantations throughout the country. Indeed, the International Labour Organization’s
International Programme on the Elimination of Child Labour estimates that some 30,000
children under the age of eighteen work in some capacity on El Salvador’s sugar plantations.
And Central Izalco officials all but conceded that some portion of the sugar processed by the
mill is cut by child labor, notwithstanding the mill’s official policies. “[Tlhere’s a cultural
issue,” one mill official told us. “We’re not responsible for the cooperatives.”

As a final matter, we note that the sugarcane harvest in El Salvador runs from November to mid-
April, meaning that an investigation undertaken after the end of the harvest will not effectively
capture the prevalence of child labor in the sugarcane sector. We recommend that Coca-Cola
time its monitoring efforts to coincide with the harvest season, particularly the months of January
and February, the time that the harvest is well underway.

We emphasize that it is very unusual for us to release the findings of our investigations in such
detail prior to publication. We have done so in this case because we are hopeful that your early
engagement on these issues will improve the lives of working youths and will bolster efforts
already underway to provide children and their families realistic alternatives to hazardous child
labor.

My letter of April 7, 2004, suggested several specific remedial steps that Coca-Cola should

undertake to avoid complicity in the human rights abuses we identified. For your convenience,
this letter reiterates these minimum steps.
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First, Coca-Cola should adopt effective monitoring systems to verify that labor conditions on
sugarcane plantations comply with international standards and relevant national labor laws. In
cases where plantations fall short of such standards, Coca-Cola should provide the economic and
technical assistance necessary to bring plantations into compliance. In particular, Coca-Cola
should support programs and services that offer children and their families alternatives to child
labor, publicly reporting the status of such efforts at least on an annual basis.

Second, Coca-Cola should revise its guiding principles to reflect the U.N. Norms and other
international standards. In particular, Coca-Cola should incorporate the U.N. Norms in its
contractual arrangements with suppliers and should require its suppliers to do the same
throughout their supply chains.

Once again, please know that we welcome your response to these issues and our proposals, as
well as any additional information you wish to provide. Your response will be taken into

account in our forthcoming report if we receive it by May 20.

I look forward to hearing from you again.

Kenneth Rot
Executive Director

87 HUMAN RIGHTS WATCH VOL. 16, NO. 2 (B)



Thhe C@tsty Company

COCA-COLA PLAZA
ATLANTA, GEORGIA

CAROL M. MARTEL ADDRESS REPLY TC

DIRECTOR, PUBLIC AFFAIRS ]\,‘Iay 20, 2004 P.O. BOX 1734
ATLANTA. GA 3030

404 E76-4152
FAX: 404 5151254

Mr. Kenneth Roth

Executive Director

Human Rights Watch

350 Fifth Avenue, 34th floor
New York, NY 10118-3299 USA

Dear Mr. Roth:

This letter responds to your letter of April 7" to The Coca-Cola Company (“TCCC”) regarding
your research in early 2003 of the use of child labor in harvesting sugarcane in El Salvador.
Your letter indicates that through interviews in 2003 you were told of child labor on four family-
owned farm cooperatives that you believe supply the sugar mill which in turn supplies the sugar
refiner authorized by TCCC. Our review has revealed that none of the four cooperatives
identified in the letter supplied any products directly to The Coca-Cola Company, and that
neither TCCC nor the Salvadoran bottler have any commercial contracts with these farm
cooperatives.

Accordingly, in response to the serious allegations in your letter that the Company “may have
benefited” from the alleged behavior, we reiterate that The Coca-Cola Company does not
condone child labor in El Salvador or anywhere else. We reconfirm that the information from
HRW visits in El Salvador as well as our own review, show that no child labor is used either in
the mill, or in the refinery plant of the entity CASSA, which is an authorized supplier and subject
to TCCC’s supplier guiding principles program. As acknowledged by HRW in your April 7"
letter, HRW is aware of the Company’s requirements through this supplier program prohibiting
such behavior by direct suppliers.

Moreover, there is no economic basis upon which it may be asserted that the TCCC or the
Salvadoran bottler benefits from, condones or encourages child labor in El Salvador. The bottler
i El Salvador purchases locally-harvested sugar produced by an authorized refiner from a large
distributor. As we have confirmed and HRW has acknowledged, the minimum wage of every
worker in the agricultural sector in El Salvador, including the sugarcane harvest, is set by the
government. Thus, there would be no economic benefit to a purchaser of sugar (cane or refined)
from the use of child labor.,

As aresult of our review of the situation in El Salvador, including discussions with the sugar
industry association, we are convinced that the sugar industry’s initiatives to address the problem
of child labor are serious, and we are encouraged by the progress made to date. Specifically, as
you are aware, the sugar industry began actively addressing this problem well before the original
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ILO report on child labor in El Salvador was issued. As a result, in 2000 the industry formed its
own foundation, Fundazucar, which provides programs to help families who are involved in
sugarcane farming and harvesting. Fundazucar also has partnered with the International Labor
Organization (ILO) to fund a new program that began in January 2004.

In addition, the sugar industry has pledged to increase its efforts and continue to use a multi-
faceted approach to addressing this important social problem starting with the 2004-2005
harvest. Their approach includes: compliance (enforcement of contractual provisions prohibiting
the use of child labor); increased monitoring (with the help of local authorities); education for
parents and community (on the importance and benefits of eradicating child labor in the
cooperatives); and support (independently and in conjunction with the ILO), funding, and
administration of programs that provide scholarships, school equipment, teachers and facilities.
We believe that this approach is well conceived, organized and funded and is making a real
difference in addressing this complex issue.

Specifically, the industry has pledged to increase its efforts in the following ways:

e Before the 2004/05 sugarcane harvest, meet with the cooperatives to 1) reemphasize to
the cooperatives’ leadership the industry’s zero tolerance of child labor based on
Salvadoran law and insist that the cooperatives take the policy seriously; and 2)
encourage the cooperatives by providing incentives for them to become “model
communities,” i.e., lead by example (recognizing that the only way to ensure compliance
is to convince the cooperatives that the use of child labor is not in their best interests in
the long term);

e Increase monitoring and enforcement activities (including reporting offenders to local
authorities) to ensure that the crop is harvested without the illegal use of child labor;
 Expand monitoring and ensure enforcement of mills’ right to terminate a contract of (i.c.

refuse to buy sugarcane from) any entity that illegally uses child labor;

* Continue community work to help provide increased educational opportunities for
children from the farm cooperatives. (We have suggested that the specifics be
communicated directly to HRW by FUNDAZUCAR.)

Ultimately, however, we all (The Coca-Cola Company, the sugar industry and HRW) recognize
that it is the family-owned cooperatives, themselves the result of land reform to create
economically viable local ownership of sugarcane production, which represent the greatest
challenge to the eradication of the use of child labor. As recognized by the ILO and Save the
Children reports, cultural norms observed for centuries include child labor as part of the family
enterprise. While engagement in the slow process of changing ingrained cultural views is
valuable, it is equally important, that in the meantime, there be some enforcement activity. More
serious efforts of enforcement, coupled with the programs for parents about the importance of
education and for school age children to attend and stay in school, will offer the best hope for
meaningful change.

The Company’s authorized supplier, mill suppliers and the farms from which they obtain more
than 70% of their raw materials provide a good example of the progress made in this industry in
seeking to conduct business without child labor. This progress is the result of attention to the
issue, significant investment by local businesses, directly and through Fundazucar, and additional
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funding through the new [LO program. We are hopeful that HRW will also acknowledge and
encourage these programs, which are making a real difference and represent a commitment to
addressing family working traditions of farm cooperatives in the sugar growing areas of El
Salvador. ,

Going forward, TCCC will continue to encourage our supplier, CASSA, in its efforts against the
use of child labor and to increase communications and outreach to the farm cooperatives. We
are hopeful that HRW will work with industry, government and local organizations in El :
Salvador to ensure the success of these programs.

Sincerely,

- Carol Martel

cc: Rossy de Calderon
Deval Patrick
Clyde Tuggle
Stuart Kyle
Olga Reyes
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