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SUMMARY: GOALS & ACHIEVEMENTS 2019
“The Living Crafts brand was founded more than three decades ago to produce textiles in a sustainable way. Due to this long tradition of doing
business under ecological and ethical considerations, four years ago we decided to join the Fair Wear Foundation to further strengthen our social
responsibility towards the people who produce our clothing.
Since then, the structures and processes of the Fair Wear Foundation have made it possible for us to influence our production partners more
effectively, implement new audits and further improve existing ones, and by doing so to also take on more responsibility ourselves, as a brand.
Our membership has granted us access to new knowledge and new experiences, and exchange with other members has also been very beneficial
to us.
Our membership in the Fair Wear Foundation has however not just changed our external activities, but has also helped us internally to strengthen
our awareness of the importance of social responsibility in our production chain. For us as a brand, remaining conscious about the fact that these
products do not simply emerge from a shipping container is very important.
Since joining the Fair Wear Foundation, we have been able to continuously increase the proportion of production plants where social standards
have been audited: during the last year alone we have been able to conduct FWF audits at three different Indian production sites which are of
great importance to us. But we also know that taking social responsibility is an ongoing process. Our membership in the Fair Wear Foundation is a
great help in meeting this challenge.”
Frank Schell
Managing Director
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Ever since it joined the Fair Wear Foundation at the beginning of 2016, Living Crafts has been focusing on the improvement of transparency
within the supply chain. The Fair Wear Foundation’s focus is thereby on all work processes which contribute to a textile product right from the
production of the fabric: so generally speaking this accounts for the tailoring, the stitching, the accessories and, if applicable, the printing of the
finished product.
The 2019 business year was a success, and we were once again able to achieve double-digit growth. We managed to achieve good results via all
sales channels. The financial year was characterised by numerous optimisations to our internal processes, which were necessary to meet the
growing logistical challenges. This proved very demanding for the entire team while also testing customer patience to a certain extent. At the start
of the new financial year in 2020, these efforts are beginning to pay off – Living Crafts has put itself in an even better position for the future!
Living Crafts serves the following sales channels:
•

Wholesale business, domestically and abroad

•

Our own retail (Shop-in-shop system in den group’s own stores)

•

End customer business via our own online shop and platforms

•

Special orders

Multi-channel sales are an enormous commercial advantage; however, this approach does increase complexity when it comes to planning.
Whether it is varying product requirements, or the focus of the product range, or packaging – each customer group has different demands, and a
consensus must be found.
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Contrasting requirements relating to pricing strategy and product availability also need to be reconciled: the more profitable B2C area is easier
to control and can accommodate greater flexibility and an ability to experiment. The wholesale business, on the other hand, usually involves
long-standing partners and demands reliability both in terms of the product range and availability. Promotional trade in stores of the parent
company, dennree, ensures volume business but operates in part on a commission basis with the corresponding goods risk and handling effort.
This sales channel also poses the biggest challenge and greatest development effort when it comes to packaging (to ensure that goods in the
food retail trade are presentable and well-protected).
The complexity of customer requirements necessitates meticulous planning. A great deal of time and effort at Living Crafts goes into a constant
exchange between all departments (design / product management / procurement / quality assurance / marketing / sales) to make sure all these
requirements are feasible and, ultimately, to ensure the right items are ordered in the right quantity at the right time.
Regular cooperative discussions with suppliers are essential to refine production planning. A specific example of this is the way capacity planning
is an integral part of supplier meetings.
The supplier evaluation system developed in 2017 has been further refined. It is proving to be a very good tool for providing our business partners
with targeted feedback: to point out both positive feedback and potential for improvement. At the FWF‘s suggestion, evaluations are no longer
carried out just 1x per year but every 6 months. In addition, comments will be expanded if specific assessments require clarification. By capturing
an objective record of supplier performance, opportunities will also be created to modify purchasing behaviour accordingly.
The supplier being actively involved in this discussion, and thus having the assurance of having, to a large extent, control over the development of
order volumes, seems to us a good step towards more fairness within the business relationship.
Participation in the annual Fair Wear Foundation stakeholder meeting is very important to Living Crafts. The lively exchange with other member
companies provides Living Crafts with new ideas and best-practice experiences. This reveals ways to transform big goals into smaller, achievable
steps.
In May 2019, Living Crafts completed the second Fair Wear Foundation brand performance check, which assessed the steps taken to implement
the Fair Wear Foundation Code of Labour Practice. Living Crafts successfully brought suppliers for 81% of its purchasing volume „under control“, i.e.
production was either procured from a „low-risk“ country of origin or from an audited business. This constituted a significant improvement in the
third year of membership when compared to the second year (68%).
Detailed audit reports and the Corrective Action Plans drawn up on the basis of these reports are important components on the path to
appropriately safeguarding even more production sites, with a view to being able to monitor almost the entire supply chain in the foreseeable
future.
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1.

SOURCING STRATEGY

1.1. Sourcing strategy & pricing
Living Crafts has a long tradition as a natural textiles company, and as such its purchasing strategy is exclusively focused on natural textiles with
the corresponding certifications.
From the outset, the requirements imposed on products and suppliers are greater than those applied in conventional procurement. Value has
always been placed on long-term, partnership-based supplier relationships. On account of the required Global Organic Textile Standard
certification, the products and also the production sites are automatically subject to regular audits, with certain social standards already covered
by the GOTS certification.
When determining pricing, Living Crafts must of course focus on the market, and supplier targets and regular price comparisons are essential.
By using customer surveys, Living Crafts once again obtained specific feedback regarding price acceptability in 2019 – this shows clearly that the
Living Crafts brand is held in high regard for its reasonable prices both by retailers and end-customers. Due to the sales concept used by Living
Crafts, in which products are also to a large extend positioned in food retail and self-service areas, entry-level price ranges are important.
The dialogue with suppliers about the costing structure that commenced in 2018 was continued intensively in 2019: only when we are aware how
many minutes of work are included within a unit price, do we know what effect an increase in the salary costs – that is, the amount that the
worker actually receives – has over the purchase price. In order to receive this desired information from our suppliers within an open
communicative atmosphere, we in return provide insight into our calculation and clarify our approach to determining prices.
By concluding long-term contracts and holding open discussions with suppliers, Living Crafts is always attempting to find an amicable solution
that is viable for both parties.
Living Crafts meets with the management of each supplier at least once a year for a personal discussion. In these meetings, as well as looking back
on the past business year, we also attempt to provide as specific as possible a projection for the coming year so that the supplier can plan for the
announced order volume in the long term.

7

SOCIAL REPORT - January 2019 – December 2019

1.2. Organisation of the sourcing department
In addition to planning, calculation, order placement and supplier management, the Purchasing Department also manages adherence to the
GOTS standard and the responsibilities in respect to our Fair Wear Foundation membership.
With purchasing and corporate social responsibility (CSR) going hand-in-hand, suppliers can be easily convinced of the indispensable nature of
continuous work on social standards.
1.3. Production process
Living Crafts is a stock-service supplier, i.e. products are not produced to customer order, but are instead available for direct order, ex-warehouse.
The range consists of a core product range of permanently available products and a range of seasonal products that changes on a six-monthly
basis.
Living Crafts is part of the ‘dennree’ group and supplies workwear clothing and other special textile products, such as bags, to the group’s chain of
retail stores, denn’s.
Business with products from the permanent product range plus special items made up 44% of annual turnover in 2019. These items are associated
with less development effort and this is an area where Living Crafts is trying to ensure good continuity and reliability through long-term
collaborations and contracts.
Business with seasonal products grew again in 2019 to 48% of annual turnover, continuing the upward trend. The “Limited Edition” outer clothing
range, which was introduced in 2016 and continues to be expanded, ensured a growth in demand, as well as an expansion to the product range.
Within the last 3 financial years, the number of active items for sale has been expanded by 42% and stands currently at just under 4,300 sale items.
One of the challenges is to cover the growing diversity in the product range with the smallest possible group of selected suppliers. Even though
Living Crafts does not offer a traditional pre-order collection, the company is nonetheless bound by the conventional trade fair and collection
cycle, i.e. the presentation of all new styles at the start of each season in January and July. To avoid a concentration of work with suppliers during
peak periods, very specific internal planning is necessary. With this in mind, Living Crafts has developed a highly detailed approach to planning,
which sets out precise specifications for collection development, order placement, photo shoot organisation and packaging design. Weekly team
meetings take place to reconcile this schedule. As a final resort, a style will sometimes be removed from the planned collection if the self-imposed
deadlines cannot be met. The planning strategy is retrospectively checked after each season to establish where any weaknesses occurred and
work out ways of avoiding these in future.
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1.4. Supplier relations
Living Crafts explicitly endeavours to satisfy all the requirements through the existing supplier base. Long-term supplier relationships have always
been part of our company culture – approximately 50% of the purchasing volume in 2019 was with suppliers who we have had a commercial
relationship with for over 5 years.
As a compact company, Living Crafts is aware of the need, firstly, to make considered use of its own resources (each new supplier requires
significant efforts in time and handling) and, most importantly, to group together purchasing power with as few suppliers as possible, in order to
increase in significance to specific suppliers through increased capacity.
In 2019, Living Crafts was working with 22 production facilities in 9 countries, with 46% of the FOB purchasing volume coming from India, 35%
from Europe, 16% from Turkey and 3% from Tunisia.
In 2019, we succeeded in keeping the number of production facilities stable. Due to our Polish manufacturer of trousers going out of business, it
was necessary to initiate collaboration with a manufacturer in Tunisia. These transactions are being handled by a German business partner. Living
Crafts made a conscious decision to opt for a manufacturer already being used by other FWF members - this simplifies the monitoring of their
production facilities. Back in 2018, Living Crafts was already involved in a training session for this new Tunisian supplier.
To consolidate the supplier base, the procurement of socks “Made in Germany” has now been consolidated from two suppliers to just one. The
comparably low order volumes meant that, in this case, it was not necessary to proceed with a specific exit strategy.
In India Living Crafts has started cooperation with an additional production facility. This manufacturer is a subsidiary company of our long-term
German business partner that is already manufacturing on LC’s behalf in Romania, Croatia and Bosnia-Herzegovina. This is an appealing setup for
LC as the companies “speak the same language” when it comes to production as well as in terms of social compliance.
On account of the broad variety of products in Living Crafts’ product range, a relatively high number (relative to the size of the company) of
suppliers is unavoidable. Future procurement from new suppliers is also unavoidable in regard to developing fashion items and use of innovative
materials. As Living Crafts selects its suppliers almost exclusively from GOTS-certified companies, the choice of new suppliers is already limited.
The decision to take on a new supplier is only made after careful consideration and provided that doing so is unavoidable.
All relevant information regarding the supplier is collected, and existing audit reports will be requested. In general, Living Crafts will pay a visit to
the company prior to placing a first order.
In 2017, Living Crafts developed and implemented an internal system to evaluate supplier performance. This is being refined on an ongoing basis.
Twice yearly (instead of once per year as previously) all interfaces within the business provide an evaluation of each area, providing objective,
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measurable results. These are discussed in meetings with suppliers, firstly to collaboratively work out potential for optimisation and, secondly, to
provide substantiated positive feedback. Specific incidents that may have a significant impact on the result will be addressed separately. This tool
is greatly appreciated by most suppliers as it reveals specific opportunities for optimisation.
If there are problems with a supplier relationship, dialogue with the supplier is first sought and an attempt made to rectify the causes of the
problem. For instance, in 2019 there were teething problems around prototype provision/product development with the aforementioned new
Indian supplier. Joint discussions were able to identify specific shortcomings, with the result that both contractual partners are more aware of
issues to look out for during the upcoming season.
In case of sustained problems, the termination of the business relationship would be the last resort – here we would draw on the guidelines issued
by the FWF regarding a responsible withdrawal from the business relationship (responsible exit strategy).
1.5. Integration of supplier monitoring into sourcing decisions
In general, Living Crafts’ awareness of controlled and targeted procurement has increased as a result of its membership of the Fair Wear
Foundation. A fundamental willingness to work towards the improvement of social criteria is requested of suppliers – if there are reservations in
this regard, Living Crafts must reconsider the business relationship.
However, it is our experience that suppliers are very open-minded with regard to this mutual work on social standards. The information provided
by the FWF, which we share with the suppliers, is actively taken on board.
The fact that, as a brand, Living Crafts invests both time and money is rightly perceived as a indication of appreciation by business partners.
In 2019, the main audit focus for Living Crafts was on India – a Fair Wear audit was conducted at three important suppliers.
Due to the loss of a Polish producer on account of its cessation of business, Living Crafts intentionally decided in favour of a new supplier in
Tunisia who is already familiar with the Fair Wear guidelines.
Living Crafts is increasingly ensuring that it places orders with companies, which are putting great commitment in implementing the Fair Wear
Foundation Code of Labour Practices.
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2.

COHERENT SYSTEM FOR MONITORING AND REMEDIATION
•

12

FOB = Purchase volume based on the Incoterm “free on board”
Living Crafts is projecting in advance purchase volumes by supplier for the respective financial year. Depending on the respective share
a decision is taken if an audit will be scheduled, or if it is possible to build upon existing audit reports. The audit reports lead to a
Corrective Action Plan. Within these plans targets and time frames for work on the findings will be specified. The individual items within
the CAP will be addressed through ongoing exchange between Living Crafts (predominantly Purchase/CSR department, but also senior
management) and the supplier (senior management, HR and operational management).

2.1.

Factory A / India
• FOB 20.4%
• Strategically most important supplier in terms of purchasing volume, Fair Wear Foundation audit took place in 2016, FWF verification
audit in 2019
• Willingness to address issues regarding social standards is very high. During the 2019 audit it was possible to close several findings of
the 2016 audit as solved. Some new findings were added. It has been possible to solve all issues in regard to Health & Safety by the end
of the year, which has been comprehensively documented.
• As part of the Fair Wear Foundation Workplace Education Programme staff training has taken place in 2017.
• Some more complex questions are however arising from the audit report, for example in regard to the different status of permanent
staff and contract workers, as well as general questions in regard to remuneration policy. These issues are part of an ongoing exchange
between management of Living Crafts and the supplier during mutual visits.

2.2.

Factory B / India
• FOB 7.2%
• Supplier since 2017
• annual site visit
• Fair Wear Foundation Audit in January 2019
This supplier is specialized on one specific product, for which they can provide a correspondingly good price-value ratio, and which
Living Crafts obtains exclusively from them. Before placing our first orders, Living Crafts did visit their production facilities, including
the pre-production stage (spinning facilities), and we’ve evaluated existing audit reports. Within the FWF audit their management has
shown great openness, and the overall result was very satisfactory. For example, it should be noted that by principle no overtime is
worked at the company. It was possible to immediately solve some minor findings within the areas of Administration (incomplete
documents) and security. In regard to other findings (e.g. the issue of no supervisor roles being filled by women) the supplier and
LC are in ongoing exchange.
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2.3.

Factory C / India
• FOB 7.0%
• Annual site visit
• Fair Wear Foundation Audit in February 2019
This is the supplier LC has the longest lasting business relationship with. Through widening of our range new requirements have been
added over the years, leading to an increase of our supplier base and successively also to reduced order volumes with this production
site. Social standards within this company have been controlled in previous years during visits on site as well as through existing audit
reports. The FWF audit which took place in 2019 resulted in several specific approaches to improve working conditions, which have
already been implemented, e.g. the establishment of gender specific break rooms as well as the creation of seating for workers whose
jobs take place whilst standing. In regard to other, more complex findings, such as the non-continuous employment of workers during
periods of time with lower order volumes, Living Crafts is in dialogue with the supplier if potentially timings for order placements could
be scheduled in a better way.

2.4.

Factory D / India
• FOB 6.5%
• Fair Wear Foundation Audit in 2017, main results: no external representatives in the complaints committee, salary or bonus payments were
not discussed in the employee representation committee, no female employees in management positions, salaries below Living Wage
• Annual site visit
• Continuous work on the Corrective Action Plan, exemplary implementation and documentation by the supplier. Two female employees
have since already been promoted to supervisor level.
Factory E / India
• FOB 3.7 %
• new supplier, on-site visit 2019
• Indian subsidiary of our long-term German contractual partner with production facilities in Eastern Europe. German management
locally, detailed BSCI audit report with overall rating A
• FWF audit scheduled for 2021

2.5.

2.6.
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Factory F / India
• FOB 1.0 %
• Supplier for special product, collaboration in various forms since 2017
• CMT in 2019 at Factory A/India, overall responsibility for the contract at Factory F
• for future projects, this supplier will probably only be designated as a preliminary supplier and the contract will be handled directly
with Factory A.
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2.7.

Factory G / India
• FOB 0.1%
• new supplier, on-site visit in early 2019
• Sedex audit report and CAP available

2.8.

Factory A / Lithuania
• FOB 15.8%
• Annual site visit

2.9.

Factory B / Lithuania
• FOB 1.3%
• Site visit in 2019

2.10. Factory A / Turkey
• FOB 4.6 %
• Comparatively new supplier (since 2018)
• Annual site visit
• Cooperation with other FWF member company regarding existing FWF audit reports, joint discussion regarding progress on CAP
• monitoring audit scheduled for 2020
2.11. Factory B / Turkey
• FOB 3.9 %
• Long-term partner company, annual site visit
• Meaningful EFTA audit report available since mid-2019, CAP developed from this
2.12. Factory C / Turkey
• FOB 2.9 %
• Site visit 2017
• Since this is a relatively large production facility in which we use only a very small proportion of the overall capacity, no FWF audit
currently planned
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2.13. Factory D / Turkey
• FOB 2.7 %
• Annual site visit
• Fair Wear verification audit in 2017
• Ongoing reconciliation of the CAP during on-site visit by LC or its agent
2.14. Factory E / Turkey
• FOB 2.1 %
• Annual site visit
• Cooperation with other FWF member company regarding existing FWF audit
reports, joint discussion regarding progress on CAP
2.15. Factory F / Turkey
• FOB 0.3 %
• Annual site visit
• Since this involves a small start-up company, we are limiting our inspection of the
social standards to conversations on-site and are not currently planning an audit
2.16. Factory A / Croatia
• FOB 4.7 %
• Site visit 2017, scheduled for 2020
• Croatian subsidiary company of our long-term German business partner (see
Factory E/India)
2.17. Factory A / Romania
• FOB 8.1 %
• Work on corrective action based on shared Fair Wear Foundation audit report
• 2019 Fair Wear Foundation verification audit – other FWF brand taking over lead
regarding follow-up
• Romanian subsidiary company of our long-term German business partner (see
Factory E/India)
• Site visit scheduled for 2020

15

SOCIAL REPORT - January 2019 – December 2019

2.18. Factory A / Bosnia Herzegovina
• FOB 2.9 %
• Comparatively new supplier, we are in discussion with another FWF member company, which is sharing BSCI audit report, training
records and visit reports with us
• Bosnian subsidiary company of our long-term German business partner (see Factory E/India)
• Site visit scheduled for 2020
2.19. Factory A / Tunisia
• FOB 3.4 %
• New supplier, made necessary by the insolvency of our previous supplier for these
products (in Poland)
• FWF audit reports already available in advance, follow-up FWF audit as well as site
visit scheduled for 2020
2.20. Factory A / Germany
• FOB 0.7%
• Comparatively new supplier, on-site visit 2018
2.21. Factory C / Germany
• FOB 0.1%
• Long-term, locally-based company for the retrospective garment embroidery,
regular site visits
2.22. Factory A / Serbia
• FOB 0.7%
• Comparatively new supplier, production facility of a German partner company.
• Audit report available, site visit being considered for 2020 (depending on the
future purchase volume)
2.23. External production
Not applicable.
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3.

COMPLAINTS HANDLING

In 2019, Living Crafts received one complaint via the FWF hotline. There was a complaint regarding an Indian supplier, although its authenticity
was highly questionable. An FWF investigation team took responsibility for the complaint – investigations are still underway and, consequently, no
rectification measures have yet been possible.

4.

TRAINING AND CAPACITY BUILDING

4.1. Activities to inform employees
Living Crafts employees are regularly updated about ongoing activities. Weekly cross-functional meetings take place giving updates on current
results.
In addition to information regarding Living Crafts’ business development, the entire workforce also receives information regarding our work on
ecological and social standards once a year at a staff meeting.
The most intensive exchange takes place at the Design / Product Management / Purchasing / General Management interface. As already
mentioned under Point 1.3., there is a weekly synchronisation of timelines in order to adhere to required deadlines for internal and external
processes. Each team member who has been on-site for a supplier visit documents the visit with images and notes that are accessible to all and
delivers a report in the weekly meeting.
New employees receive brief training from the Purchasing/CSR Department so as to be made familiar with the principles of our work with the Fair
Wear Foundation. Other employees who may wish to refresh their knowledge are also invited to these training sessions. Access to the Fair Wear
Foundation members’ website is available to all employees working in marketing and sales, in order that they can read up on the topic in greater
detail if necessary.
A member of the marketing team has also been able to attend the FWF stakeholder meeting to obtain first-hand information and suggestions.
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4.2. Activities to inform agents
In general, Living Crafts prefers to work directly with suppliers, but in certain cases a local agent is used. These agencies are comprehensively
informed about Living Crafts’ requirements and expectations. This understanding is necessary, as they act as a direct link between Living Crafts
and production facilities, and progress on a given matter can be driven primarily by the agent.
Specifically this means that all relevant information regarding the Fair Wear Foundation is forwarded to the agents, country-specific events or
information are referred to and Living Crafts specifically requests feedback in this regard.
4.3. Activities to inform manufacturers and workers
Most important part of the employee information is the Code of Labour Practice, which is displayed in every Living Crafts production facility in a
publicly accessible room, written in the local language. In countries in which the Fair Wear Foundation is active, this notice includes a local phone
number for confidential complaints, in production countries that are classified safe including an email address, to which complaints can be
directed. Display of this information is monitored by Living Crafts staff during every supplier visit.
At every meeting with suppliers, our commitment with regard to the Fair Wear Foundation is on the agenda. During site visits, a Basic Health and
Safety Check is performed, an attempt is made to conduct dialogue with employee representatives and the connection between our procurement
strategy and social aspects is discussed in conversations with the management.
Another important component are training courses, the so-called Workplace Education Programme. These are Fair Wear training courses for
employees in the workplace, either providing basic knowledge or with a country-specific focus: for example the prevention of sexual harassment
in India.

5.

INFORMATION MANAGEMENT

On the one hand, Living Crafts is using the Fair Wear Foundation database for the administration of contractor and supplier data, and on the other
hand its own tables in which the status of available audit reports, implemented or planned future visits etc. are documented.
At regular intervals, ranging from monthly to quarterly depending on the urgency, a resolution of open points is performed in dialogue with the
supplier or agent.
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The supplier is notified of planned audits in due time and a time period that is suitable for both sides is selected.
The suppliers are obliged to inform Living Crafts immediately of any outsourcing of their production or of the commissioning of new production
facilities. In order to ensure this, Living Crafts has incorporated the passage that states that Living Crafts must be informed in advance of the
addition of additional production facilities into the supplier agreement, which is signed at the beginning of each new business relationship.

6.

TRANSPARENCY & COMMUNICATION

Living Crafts attempts to provide customers with an increasing amount of background information regarding products and manufacturing. This
includes the work with the Fair Wear Foundation, but also projects such as the Fashion Revolution Day, whereby the workers who manufacture the
products are presented via social media.
The social report, the result of the Fair Wear Foundation Brand Performance Check as well as our GOTS certificates and test reports are published
on our website.
In 2019, extensive work on internal data management was undertaken, so that, possibly from August 2020, customers will be able to see more
detailed product information in the web shop. The aim is to display the country of origin as well as the origin of any raw materials directly with
each product, an important step towards achieving greater transparency.
LC has also been tackling the issue of publishing production facilities as part of the new FWF Transparency Policy. In principle, the management
team are willing to do this and FWF has been informed accordingly.
Consent from suppliers to disclose contact details has been obtained. With just a single exception, all production facilities have given their consent
to make their address details available on the FWF website.
In our printed media we also refer to our social and ecological commitment, as well as how we place our focus on these topics at both retailer
and end consumer trade fairs. We have already put together an activities plan for the coming business year, detailing how we can get customers
involved in this on a more regular basis, and most importantly with more specific examples.
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7.

CORPORATE SOCIAL RESPONSIBILITY

As a sustainable company, our attention when going about our daily
business is always focused on social and ecological criteria. This starts
with climate-neutral shipping, and our efforts to gradually move from
plastic to fully biodegradable packaging materials, and continues in
the form of regular donations in kind to local organisations etc.
With the procurement of a number of “Made in Germany” products,
Living Crafts is also attempting to take into account the desire for
regional sourcing and short procurement channels. Living Crafts
selects sustainable providers in the procurement both of
consumables, as well as energy and banking services.
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