The importance of a building a truly sustainable supply chain
When Unilever asked[footnoteRef:1] over 20,000 people in 2017 how their concerns about sustainability impacted their buying habits, a third admitted to buying from brands based on their social and environmental impact. A further study by Deloitte showed that 30% of consumers were not afraid to stop using brands[footnoteRef:2] that don’t fit with their own values.  [1:  Report shows a third of consumers prefer sustainable brands | News | Unilever global company website]  [2:  Sustainability & Consumer Behaviour 2021 | Deloitte UK] 

In the UK the number of consumers citing environmental concerns as one of the most important issues facing the country has grown over recent years[footnoteRef:3] and together with the shift in consumer habits, today’s business leaders will be hard-pressed to have escaped calls for them to play their part in addressing climate change.  [3:  Concern for the environment at record highs | YouGov] 
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In fact, climate change is perceived as the most pressing issue for business[footnoteRef:4] leaders to address. But where corporate sustainability has predominantly focussed on actions  [4:  GlobeScan-SustainAbility-Leaders-Survey-2021-Report.pdf (netdna-ssl.com)] 
A third of consumers admit to buying from brands based on their social or environmental impacts

individual companies can take to reduce their environmental impact – things like reducing waste, minimising their carbon footprint, reducing water usage and increasing energy efficiency - evidence shows that this is no longer enough[footnoteRef:5].  [5:  Robert D. Klassen, Jury Gualandris, and William Diebel, 2020, ‘More Sustainable Supply Chains: Is the Journey More Important than the Destination?’ The Oxford Handbook of Supply Chain Management] 


As well as ensuring their own business is sustainable, today’s businesses are coming under increasing pressure from consumers to ensure their supply chain is also sustainable[footnoteRef:6]. And it isn’t just consumers, ensuring supply chains are sustainable has also become a major issue for investors and shareholders[footnoteRef:7].  [6:  Robert D. Klassen, Jury Gualandris, and William Diebel, 2020, ‘More Sustainable Supply Chains: Is the Journey More Important than the Destination?’ The Oxford Handbook of Supply Chain Management]  [7:  Green investors push firms on GHG emissions, supply chain | Greenbiz] 

And there is evidence that businesses are taking notice - the number of multinational corporations that are committing to only work with suppliers who adhere to certain environmental standards is growing[footnoteRef:8]. In 2019 the CDP Supply Chain Report[footnoteRef:9] claimed that ‘43% of CDP Supply Chain program members confirmed that they currently deselect existing suppliers based on their environmental performance. And a further 30% are considering implementing this in the near future’. [8:  A More Sustainable Supply Chain (hbr.org)]  [9:  CDP_Supply_Chain_Report_2019.pdf (rackcdn.com)] 

But for a supply chain to be truly sustainable businesses must look beyond climate change. They must address challenges across a wide range of areas such as water availability, resources usage, conditions for employees, human rights and equality[footnoteRef:10]. But many businesses can often find this to be extremely challenging.  [10:  Mike Scott, 2017] 

The UN Global Compact’s Annual Implementation Survey[footnoteRef:11] identified supply chain practices as the biggest challenges businesses face in improving their sustainability performance. And it’s easy to see why.  [11:  issues_doc/supply_chain/state-of-sustainable-supply-chains.pdf (d306pr3pise04h.cloudfront.net)] 
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Complex supply chains have been identified as one of the biggest challenges facing business today in improving their sustainability performance


Over the last 100 years supply chains have become extremely complex, large and global[footnoteRef:12]. Companies are often located in different countries with differing rules and regulations meaning many suppliers are beyond a company’s direct control[footnoteRef:13].  [12:  complex, large and global]  [13:  LSQ, 2021] 

And yet despite sustainable supply chains becoming increasingly vital for businesses today, many companies still don’t have an understanding[footnoteRef:14] of the reputational risks and sustainability challenges related to their own supply chains. [14:  The State of Sustainable Supply Chains: Building Responsible and Resilient Supply Chains | UN Global Compact] 

In 2011 Nike and Adidas received heavy criticism[footnoteRef:15] when they faced accusations of using suppliers who were releasing a ‘cocktail of hazardous chemicals’ into China’s rivers, including the Pearl River Delta which was a source of drinking water for around 67 million people.  [15:  Nike, Adidas suppliers 'polluting China rivers' (phys.org)] 

More recently in 2020, the BBC reported[footnoteRef:16] that during the Covid-19 pandemic factory workers employed by a supplier to Boohoo were being paid just £3.50 an hour, had limited access to sanitary facilities and were being made to work with no Covid-19 safety measures in place.  [16:  Boohoo to investigate Leicester supplier over exploitation claims - BBC News] 

Although these brands have survived these crises – though Boohoo’s share price dropped by 16 points the day after the investigation was revealed – they highlight the reputational damage that can occur when supply chain risks are not identified and managed[footnoteRef:17].  [17:  Why brand reputation now rests on transparent supply chains (raconteur.net)] 

And it’s not just reputational risks – ensuring sustainable supply chains makes good business sense by reducing any potential impacts from climate change[footnoteRef:18], such as rising cost of goods and services and speed and quality of delivery. [18:  BSR_Climate_and_Supply_Chain_Management.pdf - Wei, David, and Chase, Marshall. 2018. “Climate and Supply Chain: The Business Case for Action.” Report. BSR, San Francisco.] 

But businesses shouldn’t just be looking at risks from direct suppliers - the real risk can come lower down where practices can be much worse[footnoteRef:19]. Yet despite this many businesses fail to address potential issues that could occur further down their supply chain[footnoteRef:20].  [19:  A More Sustainable Supply Chain (hbr.org)]  [20:  Customers Demand More Sustainable Supply Chains: Sustainable supply chains climb the corporate agenda as a consequence of increased market demand. - ProQuest] 

We can see the importance of this if we look at the example of Boohoo again. Following last year’s claims, an independent report[footnoteRef:21] was carried out by Alison Levitt QC where she found that 93% of contractors analysed had at least one instance of non-compliance and this included on unauthorised sub-contracting.  [21:  final-report-open-version-24.9.2020.pdf (boohooplc.com)] 

Her report also included criticism of senior executives, including the brand’s CEO, for not acting on information they had received, accusing them of viewing factory workers as ‘largely invisible to them’. According to the United Nation’s State of Sustainable Supply Chains report[footnoteRef:22] leadership from senior executives is an important factor when looking at whether progress on sustainable supply chains is being made.  [22:  issues_doc/supply_chain/state-of-sustainable-supply-chains.pdf (d306pr3pise04h.cloudfront.net)] 

However, the most recent GlobeScan Sustainability Survey on Sustainability Leaders[footnoteRef:23] contradicts this view. Instead, they highlight core business models and strategy as the reason companies are recognised as sustainability leaders with executive leadership coming bottom. But what is worth highlighting is that the number of respondents referencing supply chain management[footnoteRef:24] as a reason companies are recognised for sustainability leadership is increasing.   [23:  GlobeScan-SustainAbility-Leaders-Survey-2021-Report.pdf (netdna-ssl.com)]  [24:  GlobeScan-SustainAbility-Leaders-Survey-2021-Report.pdf (netdna-ssl.com)] 

Unilever retained the top spot as leading the way in integrating sustainability into their business models with Patagonia taking second place and Ikea coming in fourth place. One thing all these businesses have in common is a commitment to ensure a sustainable supply chain. 
Unilever’s commitment to strengthening their supply chain is evidenced through their Responsible Sourcing Policy[footnoteRef:25] which sets out mandatory requirements that all their suppliers must adhere to. As well as ensuring that all suppliers meet their legal requirements, the Policy goes further to include safeguards to ensure workers are paid a reasonable wage and are of an appropriate age. Their Policy also protects land rights of local communities and ensures that businesses ‘embrace sustainability and reduce environmental impacts’.  [25:  Unilever Responsible Sourcing Policy] 

Likewise, Patagonia’s Supply Chain Environmental Responsibility Program[footnoteRef:26] and Ikea’s IWAY[footnoteRef:27] supplier code of conduct both set minimum standards that suppliers must adhere to and they also cover a wide range of areas such as environmental, social and working conditions, water and chemical usage, energy use, animal welfare and waste.  [26:  Supply Chain Environmental Responsibility Program - Patagonia]  [27:  A look at our code of conduct, IWAY (ikea.com)] 

There are other examples of companies recognising the value in creating a sustainable supply chain such as the renewable energy company Orsted who in January 2020 launched a programme to tackle emissions within their supply chain[footnoteRef:28] [28:  Supply Chain Carbon Footprint | Ørsted (orsted.com)] 

These strategies are seen as successful, in part because they take an overall approach to building sustainable supply chains. They recognise the reputational risks in attempting to build sustainability into supply chains with individual initiatives which do not form part of an overall strategy. 

In 2003 Bayer, a life-science company, discovered child labour was occurring in their new India-based cotton seed operations. To address this, they introduced a programme which was aimed at increasing access to education for children, however, the company faced criticism when they failed to identify the inability of many children to access education[footnoteRef:29]. It was also claimed that their initiative took away vital income that many parents in countries such as India desperately needed[footnoteRef:30].  [29:  Our Commitment to Human Rights | Bayer]  [30:  Subramanian, Dhanaraj, and Branzei  - More Sustainable Supply Chains: Is the Journey More Important than the Destination? - Oxford Handbooks (uwtsd.ac.uk)] 


It is due to the complexity and risks of managing supply chains that many businesses are increasingly seeing the value in working in collaboration with other businesses[footnoteRef:31].  [31:  6 steps for a more sustainable supply chain | Greenbiz] 

For example, to address growing concerns over environmental impacts linked to the use of palm oil, the WWF established the Roundtable on Sustainable Palm Oil[footnoteRef:32] (RSPO) in 2004. With over 4,000 members, the RSPO ‘unites stakeholders from the 7 sectors of the palm oil industry: oil palm producers, processors or traders, consumer goods manufacturers, retailers, banks/investors, and environmental and social non-governmental organisations (NGOs), to develop and implement global standards for sustainable palm oil’.  [32:  RSPO - Roundtable on Sustainable Palm Oil] 
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Other collaborative initiatives include the Forest Stewardship Council[footnoteRef:33], set up to promote the responsible management of the world’s forests, and the Sustainable Apparel Coalition[footnoteRef:34] , which aims to reduce environmental impact and promote social justice in the apparel, footwear and textile industry.  [33:  About us | Forest Stewardship Council (fsc.org)]  [34:  The SAC – Sustainable Apparel Coalition] 
The RSPO brings together 4,000 members to develop and implement global standards for sustainable palm oil. 

According to the Harvard Business Review[footnoteRef:35] collaborative initiatives have many benefits, including access to standardised self-assessments and audits meaning greater efficiencies and with subsidised training, sustainability initiatives can become more feasible for suppliers to carry out. [35:  A More Sustainable Supply Chain (hbr.org)] 

But although collaborations can strengthen initiatives and give business a louder voice, they alone will not solve the issue of sustainability in supply chains. To be effective collaborations must be backed up by individual actions or the reputational risks will remain. 
For example, despite members of the RSPO being committed to producing, sourcing and the sustainable use of palm oil, the WWF’s 2021 palm oil scorecard[footnoteRef:36] show that many companies who took part in the survey still have a long way to go to ensure that they are sourcing sustainable palm oil.  [36:  WWF Palm Oil Buyers Scorecard - POBS (panda.org)] 

And even though companies may not be explicit in bad practices related to palm oil, they are often implicated despite being members of the RSPO. Following an investigation a recent article from Euro News made claims[footnoteRef:37]  that big brands such as Kellogg’s, Nestle and Colgate are being supplied palm oil by companies that have boasted about the use of child labour and beatings of local people. [37:  Nestlé and Kellogg’s linked to shocking palm oil abuse in Papua New Guinea | Euronews] 

It is therefore clear that addressing sustainability within supply chains is often complex and full of challenges, but like other areas of sustainability the importance and urgency of ensuring businesses build sustainability into their supply chains should not and cannot be underestimated. If we are to achieve the United Nations Sustainable Development Goals then building Sustainable supply chains is critical[footnoteRef:38]  [38:  issues_doc/supply_chain/state-of-sustainable-supply-chains.pdf (d306pr3pise04h.cloudfront.net)] 

And we are seeing progress. In 2018 35% of the CDP’s members engaged with their supply chain[footnoteRef:39], up from 23% the year before. So even though there is a long way to go, there is reason to be optimistic and that despite the challenges ahead, businesses are increasingly looking at ways to ensure supply chains are sustainable in the future.  [39:  CDP_Supply_Chain_Report_2019.pdf (rackcdn.com)] 
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