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Executive summary
The purpose of this report is to analyze McCormick’s current sustainability efforts and benchmark them against industry standards. The commitments outlined in the company’s Purpose-Led Performance strategy were considered and opportunities identified. Through desktop research, potential challenges in realizing these goals are discussed. Finally, McCormick’s strategy is benchmarked against other food companies by analyzing their performance in industry surveys.
McCormick began their sustainability journey later than many other food companies. Despite this, great strides have been made by setting clearly defined, measurable and time-bound goals. However, gaps still exist in the strategy, particularly in the areas of responsible sourcing and water policy. McCormick is currently defending its position in the herbs and spices sector but has the potential to lead the industry by creating robust policies, engaging employees and ultimately through pre-competitive collaborations.
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1. Introduction
McCormick and Company, Inc. is a Fortune 1000 company with $5.3 billion in annual sales in 2019 (McCormick and Company [McCormick], 2020a). The company specializes in flavor solutions for consumers and business customers, focusing on the manufacturing and production of herbs and spices, condiments and seasonings. In 2017 McCormick released the first Purpose-Led Performance (PLP) report (McCormick, 2017), outlining their sustainability commitments in three key areas: People, Communities and Planet.  The strategy included SMART (specific, measurable, attainable, relevant, time bound) goals across several functions including human resources, operations and procurement.
This report provides an overview of McCormick’s PLP commitments, identifying challenges and opportunities within the program, and a comparative study with food and beverage companies leading in the sustainability space. To conclude, the report will determine the current level of the company according to Lubin and Esty’s (2010) Sustainability Performance System.







2. Overview of sustainability commitments, practices and processes
2.1 People
Social commitments to employees are outlined under the People section of McCormick’s PLP strategy. The focus is on promoting diversity, health and career development, the specific commitments and key performance indicators (KPIs) are outlined in Table 1. McCormick understands the value in a diverse and inclusive workforce, and multiple Employee Ambassador Groups (EAGs) have been created including for women, African Americans and LGBTQ employees (McCormick, 2020b). One gap worth noting is the absence of an ambassador group, or strategy, to encourage employees to actively participate in sustainability initiatives other than those philanthropic in nature (see 2.2). 

Table 1. “People” commitments. (McCormick, 2020b)
	Commitment
	KPIs
	2025 Target

	Champion Equality
	Percent of women in senior leadership positions
	50%

	
	Percent of ethnically diverse talent (EDT) in senior leadership positions in U.S.
	30%

	
	Percent of employees participating in Ambassador Groups
	30%

	Educate & develop employees
	Percent of employees with active development goals
	95%

	Drive better health outcomes
	Percent of employees participating in voluntary health and wellness programs
	80%

	
	Percentage increase in number of McCormick Science Institute citations in professional literature
	50%

	
	Percent of products with improved transparency
	90%





2.2 Communities
McCormick’s PLP strategy targets in two categories of community: agricultural communities within the five iconic supply chains and communities in which McCormick has a physical presence. While the commitment to the later is mainly philanthropic in nature, the former aims to build resiliency in farming communities which can create shared value for all actors in the supply chain (Porter and Kramer, 2011). Table 2 provides a list of the commitments with their 2025 targets. 
In 2015 a target was set to “identify 100% of suppliers with high-risk profile and take steps to manage risk, including enrolling suppliers into Supplier Ethical Data Exchange (SEDEX) program” (McCormick, 2017). The progress update in 2017 indicated that 90% of high-risk suppliers had enrolled in SEDEX and all “targeted” high-risk suppliers had undergone a SMETA (SEDEX Members Ethical Trade Audit). No explicit 2025 goal has been set for responsible sourcing.
 
Table 2. “Community” commitments. (McCormick, 2020b)
	Commitment
	KPIs
	2025 Target

	Increase resilience and improve livelihoods of communities and small farmers – especially women
	Percent of smallholder farmers with increased resiliency
	90% of farmers in five iconic supply chains

	Increase employee volunteering and giving through corporate programs
	Percent of employees participating in Charity Day
	80%





2.3 Planet
The “Planet” commitments can be divided into two categories: supply chain and facilities, outlined in Table 3. The supply chain targets relate to sustainable agriculture and the reduction of greenhouse gas (GHG) emissions upstream. GHG emissions goals are also set at facility level and in relation to packaging, with facilities also required to reduce waste and water usage.
It is important to understand, for verification purposes, how the organization defines “sustainably grown”. A high-level overview is provided in the 2019 PLP report, which details the launch of the “Grown for Good” framework, outlining McCormick’s Sustainable Sourcing Principles (McCormick, 2020b). Water management is listed, however no SMART targets have been set in relation to water management at farm level. In fact, no overarching strategy has been published in relation to water risks and opportunities at any stage of the supply chain.

Table 3. “Planet” commitments. (McCormick, 2020b)
	Commitment
	KPIs
	2025 Target

	Increase use of branded, sustainably-grown herbs and spices
	Percent of branded iconic ingredients sustainably grown
	100%

	Reduce greenhouse gas (GHG) emissions
	Percent absolute reduction in scope 1 and 2 emissions from facilities 
	20%

	
	Percent absolute reduction in scope 3 emissions 
	16% (2030)

	Reduce water use
	Percent reduction in water use from facilities
	20%

	Solid waste recycling
	Percent of solid waste from facilities recycled or recovered
	80%

	Reduce packaging carbon footprint through the life cycle
	Percent reduction in carbon footprint from packaging
	25%

	
	Percent circular plastics packaging
	100%





3. Opportunities and Challenges
3.1 Employee Engagement
To embed sustainability in a company’s DNA, employees need to personally engage in the corporation’s sustainability efforts (Polman and Bhattacharya, 2016). McCormick’s annual Charity Day was established in 1941 and provides employees with the opportunity to donate their time or money to local charities (McCormick, 2019). However, as McCormick’s sustainability focus has shifted from CSR to PLP, companywide employee engagement in the strategy is lagging. McCormick is not alone in encountering this challenge. Employees often consider corporate sustainability as “someone else’s problem”, however McCormick can only fully embed sustainability into the organization by employees taking ownership of the strategy (Bhattacharya, 2018). The human resource management (HRM) function has the opportunity to lead this agenda (Podgorodnicheko, et al, 2020), which can ultimately create benefits such as improved productivity and loyalty of employees (Whelan and Fink, 2016). 
3.2 Responsible sourcing
Ethical supply chains are one of the most challenging sustainability problems facing large corporations today (Aytan and Sayan, 2019). This is especially true for McCormick given the scope and complexity of their procurement needs, sourcing around 14,000 raw materials from over 85 countries (McCormick, 2020c). The company has two publicly available policies which partially address human rights and ethical issues in the supply chain, the Global Supplier Code of Conduct and the Sustainable Agriculture Policy (McCormick, 2020d). In addition, suppliers are asked to enroll in SEDEX and high-risk suppliers to attain SMETA certification.
This strategy primarily relies on proactive involvement from suppliers, to comply with standards and provide an accurate self-assessment of their social policies. This may prove satisfactory for suppliers with whom McCormick has a long-term, strategic relationship, but for transactional suppliers, the challenges and cost of compliance may lead to opportunistic behaviours (Asif et al., 2019). However, with thousands of suppliers globally, for McCormick to take full ownership of enforcing standards across tier one suppliers and beyond would be costly and almost impossible to achieve (Lee et al, 2019).   
3.3 Water 
Water security is a vital element in the fight to ensure a sustainable future from a social, environmental and economical perspective (Gillespy, 2018). McCormick has only one publicly stated target in relation to water: to reduce use in facilities by 20%. As of January 2020, the company had achieved five percent of that goal, which had been adjusted for product mix effects and production volume (McCormick, 2020b). One of the challenges in progression could be a lack of expertise and the tools necessary at facility level. According to an Ecolab-Greenbiz survey released last year, 75% of large companies (with revenue over $1 billion) reported having water reduction goals but only 64% felt they were appropriately engaged with the teams at their facilities (Ecolab, 2019). 
However, water scarcity and declining water quality are exposing large corporations to risks, which require genuine, strategic responses (CDP, 2018). Once again, the issue comes down to a question of ownership, particularly when implementing an upstream strategy. However, a precedence has been set with 31% of 283 high-impact companies responding to the CDP Water Survey having board level incentives in place to address water risks. 
4. Benchmarking across the industry
McCormick has received global recognition for their sustainability efforts. In 2020 they ranked 22nd in the Corporate Knights Global 100 Most Sustainable Companies (Corporate Knights, 2020), taking the top spot in the Food and Beverage Production category. It is worth noting that the rankings only included two other companies in the category, Vitasoy International Holdings Ltd. ranked 90th overall and the Campbell Soup Company, ranked 93rd overall. McCormick has also been included on Barron’s 100 Most Sustainable Companies for the last three years (Norton, 2019) and ranked 44th on DiversityInc’s Top 50 Companies for Diversity behind The Hershey Company (21st) and The Kellogg Company (34th) (DiversityInc, 2020). 
McCormick has yet to be listed on the Dow Jones Sustainability Index (DJSI). In 2019, companies which made the list in the Food Products category included Thai Union Group PCL (ranked 1st in the category), Nestle and Mondelez International Inc. (Michail, 2019). A review of their commitments reveals a more radical approach to sustainability issues than McCormick. For example, while McCormick is targeting a 20% reduction in Scope 1 and 2 and 16% reduction in Scope 3 GHG emissions, Nestle committed last year to zero net GHG emissions by 2050 (Nestle, 2019). 


4.1 Responsible sourcing
KnowTheChain is an online resource which benchmarks corporations on their human rights policies and practices (KnowTheChain, 2020a). In their 2020 evaluation, McCormick scored only eleven percent overall, placing 34th out of 43 food and beverage companies (KnowTheChain, 2020b). It must be noted that McCormick was ranked solely on information that was publicly available, while 17 of the companies who ranked higher provided some additional level of disclosure to the surveyors (KnowTheChain, 2020c).   
McCormick scored below average in all seven categories, receiving a zero score for “Worker Voice” and “Remedy” (KnowTheChain, 2020b). Recommended company actions under the “Worker Voice” category include processes and initiatives to ensure freedom of association and collective bargaining, worker engagement and grievance mechanisms (KnowTheChain, 2020c). For example, Nestle disclosed that workers (including migrant workers), farmers and labor brokers in the hazelnut supply chain in Turkey had been trained on the company’s responsible sourcing practices, which includes labor rights, working conditions and grievance mechanisms. Nestle still only scored 37 out of 100 in the category of “Worker Voice”, but this was well above the industry average of 15 (KnowTheChain, 2020d). 
In the category of “Remedy”, companies are recommended to have clear processes in place to respond to labor rights abuses in supply chains through stakeholder engagement and corrective action plans (KnowTheChain, 2020c). A third-party audit in PepsiCo’s supply chain found an instance in which migrant workers were paying excessive recruitment fees to obtain jobs. By addressing this with the supplier, steps were taken to resolve the issue and new policies were put in place to ensure this practice would no longer occur. PepsiCo scored 63 out of 100 under the category of “Remedy”, the industry average was 28 (KnowTheChain, 2020e).  
McCormick would benefit from formalizing procedures pertaining to human rights and ethics in the supply chain, while providing increased transparency in their existing responsible sourcing practices. In the realm of responsible sourcing, McCormick are a laggard in the industry.
4.2 Water
In October 2019, Ceres, a sustainability nonprofit organization, released the third edition of the “Feeding Ourselves Thirsty” report, evaluating data on water risk management from 40 major food companies (Ceres, 2019). McCormick ranked 22nd with a score of 32 out of 100, with their closest direct competitor, Olam, ranked 13th. Scorecards were divided in four sets of criteria: Governance and Management; Direct Operations; Manufacturing Supply Chain and Agricultural Supply Chain. Zero points were awarded to McCormick under “Governance and Management” where points are scored for considering water in strategy and operations, and charging “board members and senior executives with oversight of water-related issues” (Ceres, 2020a). In contrast Olam, the only other herbs and spices manufacturer on the list, has board and senior executive oversight on water related issues as well water-related business strategies (Ceres, 2020c). In water-related strategies, McCormick is lagging behind its peer and competitors. 




5. Conclusions
McCormick has made great strides in their sustainability journey over the last few years and appear on track to achieve their 2025 targets. As with any new business strategy, time is needed for the company to realign or develop their vision and subsequent procedures and processes necessary for adaptation. Within the food sector, McCormick still lags behind other large corporations such as Nestle.
[image: ][image: ]According to Lubin and Esty (2010), companies can fall into four categories in the quest to implement sustainability for competitive advantage: Losers, Defenders, Dreamers and Winners (Fig. 1). McCormick currently sits in the defender category. As the global leader in the herbs and spices industry, the strategy is focused on reducing risk and defending the market position by aligning goals with the industry instead of leading through transformative change. To achieve “winner” status McCormick need look no further than the quality playbook implemented a number of years ago (Lubin and Esty, 2010) that drove their position as industry leader in quality and superiority.


6. Recommendations
Beyond 2025, McCormick has the opportunity to lead sustainability in the herbs and spices industry by transforming product and business models (Lubin and Esty, 2010). However, in the short to medium term, I recommend a focus on the following opportunities:
1. Development of robust processes and procedures to address human rights and labour challenges in the supply chain. Creation of a pre-competitive collaboration with the industry to leverage and address issues at supplier or country level (Lee et al., 2019).
2. Development of an integrated water strategy, including a comprehensive risk assessment.
3. Increased internal socialization of the PLP strategy and the development of a system to drive ownership and engage employees on a daily basis (Whelan and Fink, 2016).    
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Figure 1 Lubin and Esty’s Sustainability
Performance System model.
(Lubin and Esty, 2010)
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