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Euzkadi case In Mexico - A success story of aduocating ESCR For TNC accountability

The Euzkad-Continental conflict erupted arter the German Lyre producer Continental, a leading transnational enterprise on the
European market, bought the modern and renowned mMexican Euzkadi tyre plant In 1998, and started Lo restructure KKs
management, trying Lo cancel Wage LariFF agreements and Set Up new Working standards. These decisions Lo buy the Factory
and Lo reorganise working conditions Were of course Laken In the main office In Germany and Aot In MexICo. The ensuing
controuersy betueen Euzkad's management and the SNRTE labour union (Sindicato Nacional Reuolucionario de Trabajadores de
Euzkad) led Lo the dismissal of 18 union leaders In June 1999 Which was declared illegal by the corresponding Labour Court so
that all 18 workers had Lo be reinstated into their jobs. Howewer, as no agreement could be reached In the ongoing labour
dispute Continental all of sudden closed the Euzkadi plant on December 16, 2001, dismissed all 1.164 workers and stopped
paying salaries.

In response the Euzkadi labour unien SNRTE In January 2002 declared Lo be on strike as It considered the plant’s closing Lo be
an Illegal Interruption of labour and InfFringement of LarifF agreements. The union alse maintained that Continental did not obey
ualid Mexican procedure according to Art. 4U3d-439 of the Federal Mexican Labour Legislation which stipulates that permission
for closing production Facilities must be submitted Lo the relewant Mexican authorities For approual. Permission can be qiuen,
for example, If notorious uneconomic production can be substantiated. Continental arqued that It had Lo close the plant
because IL was not possible to Implement International production standards and asked the national arbitration board
[con5|st|nq of gouernment, company and labour union) Lo pronounce the workers' strike as llegal because the plant had been
closed beforehand. In order Lo preuent Continental From dismantlng parts of the Factory and instaling these In other
factories bought by the company In Mexico, the Euzkadi union workers picketed the Factory continuously. When the
arbitration board declared the workers' strike illegal the Euzkadi labour union protested and appealed against this decision
Wwith the Mexican Labour Court.

AFter a thorough Inuestigation of the aforementioned case FIAN aduocating the Euzkadi workers' right to Food officially asked
the Mexican Gouernment Lo submit Continental’s decision Lo @ legal examination. FIAN also Informed the human rights
commissioner of Lhe German Gouernment, seueral German members of parliament, the European Commission on Trade and
Development, seueral member of European Parliament as Well as the Continental’s German management about this demand. In
May 2002 FIAN Chen organised a lobbying Lour of Euzkadi Union representatives through Germany, uisiting the mMexican
€mbassy, the German Foreign Ministry, German parliament, the Economic MinIstry, the German Unien ConFederation, 1GBCE and
Continental In Hannouer, also attending Continental’s Main Shareholder Meeting. On May 27, 2002 the Mexican Euzkadi Union and
the German enuironmental and deuelopment agency Germanwatch presented an official complaint against Continental With the
German OECD contact bureau In the Econemic MinIstry arguing that the company had Lioclated OECD Directives For multinational
companies (this complaint Was also ofFicially presented in MeXICo In June 2002).

AFter already more than six months of strike the EUzkadi workers' situation has become quite precarious. Each day that
passes Without hauing their outstanding salaries paid and being reinstated In their J0bs, the right Lo Food of workers' Familes
Which has been quaranteed by MeXICo signing the International Pact on Economic, Social and Cultural Rights, Art. 11, was
threatened. not all workers are able to maintain the strike and picket the plant because the 2 others haue to look For
alternatiue Jobs, some euen had Lo emigrate Lo the US, In order Lo Feed Lheir Families. The Euzkadi Labour Union does not haue
the necessary funds Lo maintain the striking workers and spent Its last resources When organising @ protest carauan
towards Mexico City, wisiing 7 industrial cities on Its way. The so called Carauan For Labour Dignity ended on the main square
of Mexico Ciy on February 5, 2002, the Mexican Consticution Day, Where about 10.000 people mel to demonstrate ther
solidarity.

In the meanume Cthe Euzkadi-Continental case has reached national and International attention through not only the
aferementioned carauan but also continuous press releases, INtensiue lobbying Work with Mexican and German authorities,
solidarity From other labour unions In Mexico and Germany, also the assistance of the German Association of Critical
Shareholders and other human rights NGOs Uke the German Human Rights Coordination For Mexico, the Foundation Heinrich BAll,
the EED, attac Hannouer, the Third World forum Hannouer. On July 5, 2002 the Third Local Labour Court decided in Fauour of
Euzkadi Union and Continental appealed against this decision. In October 2002 the highest Labour Court confirms this decision
and refers the case back Lo the Arbitration Board. HOpES For @ positie solution For the Euzkadl Workers rise euen Nigher,
When the Mexican President Lincente Fox, Wisiing GeErmany In January 2003, expressed during talks Wwith German NGOs that
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Mexican Law has to be obserued.

In february 2003 the Arbitration Board Qoes back on Its initial decision and declares the strike as illegal. The Euzkadi labour
union then submits @ constitutional complaint on the basis of the "Right Lo Strike™ AL the same Lime, labour problems are
also Increasingly prevalent in the other Mexican Continental plant In San LWis Potosl. All natienal and International Forces are
gathered Lo make this labour confFlict euen more public and Lo Increase pressure also With regard Lo International Pacts
signed by Mexico. In May 2003 representatives of the Euzkadi Labour Unien again trauel Lo Germany, and are also Inuited by
the national OECD Contact Bureau which mediates @ meeting With Continental. When the case IS again presented on occasion
of the Main Shareholders Meeting of Continental In Hannouer, CEO Wennemer Is disposed Lo start negotiating again In MexIco.
In June 2003 The Constitutional Court In Its first instance declares Euzkadi Union's constitutional complaint as lawful. The
Mexican gouernment decides Lo commission @ UNILErsity Feasibility study Lo examing Whether the unionists could Lake ouer
the Euzkadi plant In the context of a cooperation agreement. NeUertheless, the conflict Ungers on and remains unsolued. In
September 2003 the Director of the Arbitration Board Uirglic Mena Is dismissed because of irreqularities also In the Euzkadi
case. In January 2004 tWo years haue passed since the beginning of the strike.

Upon Inuitation of the Mexican Labour Ministry @ meeting betuween Jesus Torres NUAO of SNRTE labour union and Continental’s
CE0 Wennemeyer takes place In Mexico. CEO Wennemeyer again deliuers an ultimatum: until the middle of march the company
IS Wiling to pay slightly higher compensation payments than offered so Far. Howewer, the sum indicated Is only about 1/3 of
the outstanding salaries since December 2001.

0n February 5, 2004, the EUzKadi Labour Union Wins Its case In the highest court. The Arbitration Board is called Lo judge the
case according to Mexican Law. Also the Indiidual suits which were presented on the basis of illegal dismissals are
considered Lo be lawrul so that these plaintiFFs wWill take Further legal steps. On Februar 17, the federal Arbitration Board
declares Cthe workers' strike as existent. With Chis pronouncement the Arbitration Board and Cherefore the Mexican
Gouernment haue taken a complete turnaround In their politics and haue recognised the strike on the basis of Mexican Law
and according Lo all court judgments 3 taken so Far. Continental then appealed against this decision and It was Feared, that
leqal procedures wJould continue endlessly For months, IF not Lo speak of years.

The Euzkadi-Continental case again called considerable media attention In nEWspapers and radio and then in teleuision not only
In MexIco but alse In Germany: short documentation spots and a half hour leng Film Is shown In Germany In May 2004 and
has a resounding echo.

This I1s most conuenient as the Mexican EUzkadi union representatives again trauel Lo Germany and Brussels lobbying their
cose. They speak With parliamentarians, ministries, With German labour uniens and again Lisit Continental’s Shareholder
MEELNg In HanNOUEr.

When during this meeting Continental announces Its best operatiue resulk In the company's history, the Association of Critical
Shareholders uses the occasion Lo criticise the company's behauiour In Liew of the Mexican Court decisions. It points out the
CEO Board's responsibility For costs accrued In the Euzkadi conflict and the illegality of the inkial decision Lo close the plant.
They call attention Lo the workers' plight which due Lo the illegal dismissal haue been sUFFering @ social and economic
catastrophe.

All the aForementioned described actions, press releases, Leleision emissions, MeEtings, public expressions of soldarity and
also as one Important point, the appearance during the Continental’s Shareholders Meeting which called public attention and
was obserued diigently by other labour union representatives of other transnational companies led Lo the resumption of talks
between the striking workers @ Continental management. LUckIly, at the same Ume @ Mexican consortium Llantisystem
showed Interest in buying the Euzkadi plant and Lo reopen It In cooperation With the SRNTE labour union.

The German aduocacy network of FIAN, Germanwatch and the German Human Rights Coordination For Mexico Look the
occasion of public attention In Germany Lo question the German Gouernment and German Parloment about their co-
responsibility In this case which Is just one of many In UiEW of the ongoing globalisation process. They arqued that this
corresponsibility was Qiuen as In the Euzkad-Continental case three international regulations had been wiolated which are walid
not only For Mexico but also For Germany: First, laws are uiolated which are consecrated under the International Pact on
Economic, Social and Cultural Rights. Second, the protection of human rights Is expressiuely Included In the general agreement
between the European Union and Mexico. This also means that all commercial and Inuestment measures of private actors
With their main seat In the EU must not wiolate any Kind of econemic and social human rights In Mexico. Third, the OECD
Directives For multinational companies must be obserued which are uald In both countries MexIco and Germany.
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FIAN International as human rights organisation With consultatiue status at the United Nations called attention upon seueral
human rights protected by the general Agreement between EU and Mexico and the International Couenant on Economic, Social
and Cultural Rights In the Euzkad--Continental case: RIght to Strike (Art. 8 ICESCR; Right to Labour Union Liberty (Art.7 ICESCR);
Right to Social Security (Art.9 ICESCR), Right to Health (Art. 12 ICESCR). Right to adequate Standard of LiLing, Including the Right
to Food (Art. 11 ICESCR ). With regard to the OECD Guidelines For transnational companies Germantwatch and FIAN also
Questioned the German co-responsibilty and asked In Which Wway German parliament representatiues should monitor the
FulFilment of these Directiues by German transnational companies.

In June 2004 Continental sufFered another legal defeat when the Labour Court decided Lo declare the Euzkadi union strike as
legal. BUL It Look seueral months more untl @ Final solution of the case showed up on the horizon. In Nouember 2004
Continental offered a participation of 50 % Lo the Euzkadi workers and Intended Lo sell the remaining 50 % Lo u
Llantisystems. It was suggested that a cooperative Lype of company be Founded Lo run the plant. A General Assembly Look
place on Nouember 12 during which Continental’s North American CEO Martien de Louw offered Lo pay the compensation Fund
deposited with the Arbitration Board in December 2001 and Lo hand ouer symbolically half of the plant’s shares Lo the
workers In compensation For salaries not paid.

finally, on January 17, 2005, this long lasting conFlict betueen the labour union of the Euzkadi tyre plant and Continental was
seltled In the presence of President Uicente Fox. AFLer three years of strike the workers achieued their most important
objeclives: the reopening of the Euzkadi plant and the maintenance of their J0bs. “for all wWorkers and those, Who supported
the Fight For their rights, this solution represents a huge success”, said Cornelia Heydenreich of Germanwatch. Together with
Lanti Systems Che labour union Formed a joint company. The workers Will receiue, besides compensation payments already
offered by Continental, ownership of 50 % of the plant. Its Ualue Is estimated at about 80 Mio US-Dollar.

“In reality, Continental In this Way pays the major part of outstanding salaries Lo the workers”, commented Martin Wolpold-
Bosien of FIAN International Lery pleased about this outcome.

furthermore, the Mexican Gouernment committed (Lself Lo assist Financially the resumption of production . The reopening of
the plant was celebrated on Februar 25, 2005. 0n July, the First new tires Were produced, In December 2005 they passed Lire
number 100.000. On 25 of January, 2006, the successFul campaign Qot the Public Eye Positive Auward 2006 In Dauos,
Suwitzerland.

PRESS Release

Dauos 25/01/06: Today, the German Enuronment- and Deuelopment-Organization Germanwatch, the L
Human Rights Organization FIAN and the Mexican Trade Union Euzkadi receiue a "Positive Award" of the

"Public Eye on Dauos" Iniialiue For hauing compaigned successFully against the illegal closure of a :‘:
Mexican tyre Factory of Continental. The award Is QiUeEN Lo campaigns WhICh haue ed Lo a positive Lol
change In the policies and conduct of a company. It IS part of the "Public Eye Award", which Is _1r
presented euery year In the beginning of the World Economic Forum (WEF) In Dauos by the Swiss |
organizations "Declaration of Bern"{nd "Pro Natura".

-y . former trade union leader and current president of the
workers cooperatie of Euzkadi as well os to Cornelia
Heydenreich, coordinator of Germanwatch For corporate accountability, and to
Martin Wolpold-Bosien, coordinator of FIAN International For Central America.
"We were uery sotisfied about this award", says Cornelia Heydenreich. "The
SUCCESs In Mexico should encourage other people ond demonstrate: It's
worthuwhie to Fight against uiclations of human rights committed by companies!”. "It IF had not been For the
resistance and the strategic inteligence of the trade unionists Lo transnationalise their rights, the success would
haue neuer been possible”, says Martin Wolpold-Bosien. And JesUs Torres Nufio stressed the importance of the
International soldarity: "In this globalized world Which Is being steered by the InFluence of transnational companies,
we depend on globalising our struggle. This Was the Key to our success: to count on allies and Friends, who Fought
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With Us In Mexico ond In Germany against Continental at shareholder meetings, In the media and with
parliamentarians.”

FIAN and Germanuuatch haue been Fighting For years against the misconduct of companies in the South. Since 2002,
they supported the employees of the Continental tyre Factory Euzkadi in Guadalajara, Mexico, In ther struggle
against the Wllegal closure of the plant. AFter hauing maintained a strike during three years, numerous talks in
Mexico and Germany With representatiues of Continental, politicians and journalists, many actions and a complaint
because of Liolation of the OECD-GUIdEUNES, the workers reached their most Important aims in the beginning of
2005: the re-opening of the Euzkadi-Factory and the maintenance of therr jobs. furthermore, the Workers became
50 percent Co-Owners of the Factory, Which was taken ouer by the trade union and the Mexican company Lianti
Systems In a common society.

Parallel Lo Chis positiue award presented Lhis year For the First UMe, "negative awards” are QIuen In Dauos since
2005 Lo companies which lack socially and ecologically responsible conduct. "Public Eye Awards" are being
presented In the categories enuironment, social conduct and Laxes. ACILiEs of "Public EYe" are Laking place In
Dauos already For the sewenth Ume parallel to the World Economic Forum.
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