REFERENCES


REFERENCES




Report for Management Ethics Assignment 2 2019 – Sustainability as an idea and how a Business can be Affected 

[image: Crest of TSD.png]

January 2019

MODULE NAME:		MANAGEMENT ETHICS (M5X00803)
PROJECT NAME:		SUSTAINABILITY AND PRIMARK
NAME:				SAMUEL THOMAS
STUDENT NUMBER:		1706610


CONTENTS







TABLE OF CONTENTS

1.	eXECUTIVE sUMMARY	1
2.	Introduction	2
2.1	Report Remit	2
2.2	Brief background on Primark	Error! Bookmark not defined.
2.3	Sustainability- Three Legged Stool	Error! Bookmark not defined.
2.4	Sustainability- Capital Stock Model	Error! Bookmark not defined.
2.5	How Primark can overcome the challenge of being sustainable	
2.6	Conclusion	4
3.	References	5



LIST OF FIGURES



LIST OF TABLES


APPENDICES

CONTENTS


1. [bookmark: _Toc419303684]


2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

In the report below, the main point was to assess the sustainability of a multi-national corporation, whilst applying academic theories on sustainability, finishing it off by giving examples on how they could become more sustainable, if necessary, and how they could keep all stakeholders happy at the same time.
The company I have chosen to assess is Primark. Primark is a clothing brand started in the late 1960’s that sells affordable clothing. It has had its fair share of controversies surrounding things such as the use of child labour, meaning Primark has recently had to adopt a new, ethical code of conduct alongside a new list of policies. 
In the report, I start by describing Primark as a company, the reputation it holds and any important information that is necessary for the rest of the report. It then moves in to the academic theory of sustainability, assessing two different models, the ‘sustainability stool’ and the ‘capital stock model’. Both theories break down in to three key areas of sustainability, environmental, economical and social. I then talk about how Primark can find a middle ground between the three areas, whilst also keeping both internal and external shareholders happy. Mentioned also, is the importance of not letting one stock fall to a critical level.
After assessing Primark against the two theories, I then conclude by giving suggestions as to how they can maintain their sustainability in all three of the key areas, whilst also following the current code of ethics and the policies that Primark already operates under. 

USE HEADERS TO SHOW WHICH SECTION OF CHAPTER YOU ARE IN. I.E EXEC SUMMARY
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3. [bookmark: _Toc496043658]Introduction


3.1 [bookmark: _Toc496043659]Report Remit
In this report, I am trying to evaluate a well-known business, assess the methods they are currently practicing and try to establish whether the business would benefit from a few sustainability models and how sustainable the business currently is. I will compare the company to competitors within the market and use many sustainability theories that are currently used in today’s business world, to assess how sustainable they are in many key areas and how they can improve if necessary. The company I have chosen to evaluate is well known clothing company Primark, that operate largely within the UK in terms of selling but choose to operate their factories in third world countries such as Bangladesh, to keep costs down and where there are less employment laws.

3.2 Brief background on primark
The company I have chosen to speak about is Primark. Primark is a British clothing brand with a reputation for fashionable clothes at the modest end of the price scale, they generate sales mainly within the UK as this is where the brand started, with thousands of stores across the United Kingdom. Primark does have stores scattered across Europe also, with stores in countries such as Spain, Italy and Austria. However, Primark choose to base their production factories in Asian countries for many reasons that will be touched upon later, many of which link to sustainability. Primark’s home page has the brand listed as [footnoteRef:1]“Adored by fashion fans and value seekers alike, Primark is widely established as the destination store for keeping up with the latest looks without breaking the bank.” -Primark. The first Primark was opened in 1969 in Dublin under the name Penneys, and now Primark [footnoteRef:2]“today operates in over 350 stores in eleven countries across Europe and America.”- Primark. Despite Primark operating at the low end of the price scale for consumers, they still have managed to generate a large [footnoteRef:3]revenue of £7.05bn GDP, in addition to this they also hold a market share of 7.1% in the UK clothing market as of 2018- Statista. Although there can be a lot of positive things said about Primark, they have had their fair share of controversy regarding the ethics of the business and how they cut costs of production in ways that are considered wrong by many. One of many scandals occurred in 2008, As Primark underwent an investigation by BBC Panorama, which found that Primark was using suppliers that were practicing child labour in countries such as India. This led to many protests around the UK of people refusing to shop there and standing outside stores with banners. However, to quickly cover up the negative press, [footnoteRef:4]“Primark announced it had fired 3 suppliers and manufacturers it believed had been using child labour.” Although they did fire the suppliers, they were still criticised heavily for not looking in to them closely enough, with many people speculating that Primark knew that it was going on but chose to ignore it due to the massive profit margins they were making, helping Primark be more sustainable. Despite all this, Primark maintains it’s ever-increasing consumer base across the globe due to their cheap products that are good quality. This along with many other factors makes Primark sustainable in terms of their ability to still sell large amounts of products even now. [1:  “Adored by fashion fans and value seekers alike, Primark is widely established as the destination store for keeping up with the latest looks without breaking the bank.” -Primark. Available from: https://www.primark.com/en/about-us/about-primark (Accessed on 21st January 2019).]  [2:  “today operates in over 350 stores in eleven countries across Europe and America.”- Primark. Available from: https://www.primark.com/en/about-us/about-primark (Accessed on 21st January 2019).]  [3:  revenue of £7.05bn GDP, in addition to this they also hold a market share of 7.1% in the UK clothing market as of 2018- Statista. Available from: (Accessed on 21st January 2019).]  [4:  “Primark announced it had fired 3 suppliers and manufacturers it believed had been using child labour.”- The Guardian. Available from: https://www.theguardian.com/business/2008/jun/23/primark.children (Accessed on 21st January 2019).] 


3.3 Sustainability- THREE-LEGGED stool
There are many different definitions and measurements of sustainability. The most relevant business definition is [footnoteRef:5]“often defined as managing the triple bottom line - a process by which companies manage their financial, social and environmental risks, obligations and opportunities. These three impacts are sometimes referred to as profits, people and planet.”- Lexicon. Although I am applying sustainability in a business sense, the term is used in many areas. A general idea of the word is that there will be enough of something, for everyone, forever. For any business big or small, it is essential that a business evaluates how sustainable they are and can be in the market they are planning to operate in. This includes multi-national corporations such as Primark, who despite currently having large sales numbers, this could soon change if they do not implement the changes needed to remain sustainable. Arguably Primark already has a very sustainable business model, as they have been operating for nearly 50 years, with sales increasing annually.  [5:  “often defined as managing the triple bottom line - a process by which companies manage their financial, social and environmental risks, obligations and opportunities. These three impacts are sometimes referred to as profits, people and planet.”- Lexicon. Available from: http://lexicon.ft.com/Term?term=business-sustainability (Accessed on 21st January 2019).] 

As mentioned previously, there are many ways in which you can consider a business sustainable. One of the main theories of sustainability for businesses has it listed as the 3-Legged Sustainability Stool. This basically means that there are 3 areas that act as ‘legs’ that hold up the stool which in this metaphor is a successful business or society. [footnoteRef:6]“The 3-legged stool metaphor reinforces the three dimensions that are required for us to enjoy a high quality of life— and shows that society is unstable if one of them is weak”. The three legs of the stool are the Economic leg, the Environmental leg and the Social leg. Different theorists describe the three legs with having different levels of importance. The economic leg focuses on things relating to business such as the [footnoteRef:7]quality of the job and whether workers are happy in their jobs, fair wages, Job Security as well as the infrastructure of the business and the market. The second leg is the Environmental factors. These include trying to reduce pollution and waste when manufacturing, alongside potentially using renewable energy. It is argued that alongside Primark having a responsibility to remain sustainable in terms of sales, they also have a ‘social responsibility’ to reduce their own emissions and pollution.  [footnoteRef:8]Corporate Social Responsibility (CSR) is defined as “commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as the local community and society at large”. – Wikipedia. The third leg that is essential is the Social leg. The social leg focuses on things such as working conditions, which links in with the story of Primark using child labour. In terms of out of business examples, it also focuses on things such as health services, education services and others, to link in to why it is an important factor for a sustainable society. The criticism of this model however is that it portrays all of the ‘legs’ of society as being exactly equal in importance, however this is not the case and this is explained better in other theories. [6:  “The 3-legged stool metaphor reinforces the three dimensions that are required for us to enjoy a high quality of life— and shows that society is unstable if one of them is weak”. -SustainabilityAdvantage.com. Available from: https://sustainabilityadvantage.com/2010/07/20/3-sustainability-models/ (Accessed on 21st January 2019). ]  [7:  quality of the job and whether workers are happy in their jobs, fair wages, Job Security as well as the infrastructure of the business and the market. – UWTSD Moodle. Available from: https://moodle.uwtsd.ac.uk/course/view.php?id=2233 (Accessed on 22nd January 2019).]  [8:  Corporate Social Responsibility (CSR) is defined as “commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as the local community and society at large”. – Wikipedia. Available from: https://en.wikipedia.org/wiki/Social_responsibility#Corporate_social_responsibility (Accessed on 22nd January 2019).] 



3.4 Sustainability- Capital Stock Model
Another well respected theory when related back to sustainability is the Capital Stock Model. This theory was coined in 1994 at the World Bank, it states that [footnoteRef:9]“there are three types of capital stock, namely environmental, economic and social.”  The theory bases itself off a simple equation: [9:  “there are three types of capital stock, namely environmental, economic and social.” Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).] 

K sd = K env + K econ + K soc
The above equation summarises the theory, stating that sd (Sustainable Development) of capital is achieved when the sum of the three capital stocks (environmental, economical and social) are added together.  According to this model that was developed by the World Bank, there are many similarities to other, less complex theories, but the main explanation of this is that [footnoteRef:10]“Earth’s «capital» should not simply be consumed but needs to be constantly renewed. Sustainability is achieved when it is possible to live off the interest rather than on the capital.”  This can apply to all of the ‘legs’ on the stool theory, regarding natural resources, businesses should be aiming to look to use renewable energy instead of non-renewable sources in the production of their products. So, in the example of Primark, they could manufacture their clothes using renewable, recyclable materials as opposed to clothing items that are unable to be re-used. Alongside adding sustainability to Primark, it could also increase Primark’s reputation as people who are concerned with the environment will be more likely to shop there. The theory of Capital Stock is then broken down in to two separate areas, ‘strong’ and ‘weak’ sustainability. Strong sustainability means that [footnoteRef:11]“none of the three individual types of capital should be diminished in the long term” and instead a balance should be maintained between the three to remain as sustainable as possible. Weak sustainability means [footnoteRef:12]“imposes this condition only for the aggregate capital stock. Thus, in the latter case, the consumption of environmental capital, for example, would be permitted as long as it was «compensated for» by an increase in economic or social capital.” The main consensus however is that a middle ground should always be found, this is coined a ‘sensible sustainability’, and means that all three types of capital should be monitored and ensured that none of them fall to a ‘critical level’, as this can not be compensated by an increase in capital of another. A critical environmental level for example would be excess air pollution from the production of products. This also has deficiencies as a theory, as it is hard to measure exactly when a capital is at a ‘critical level’. It is important that at the very least Primark look at this theory and apply it to their current situation to see if they can be considered sustainable against all three categories. If Primark are to take the advice from the theory and try to be sustainable in environmental ways for example, they must make sure they are not upsetting other stakeholders. A stakeholder is defined as [footnoteRef:13]“A person, group or organization that has interest or concern in an organization.
Stakeholders can affect or be affected by the organization's actions, objectives and policies.”- Business Dictionary. Primark will have to ensure that by appealing to external stakeholders such as activists who are actively seeking big companies to reduce their emissions, they do not upset internal stakeholders such as shareholders. By changing to fabrics and materials that reduce emissions, it could end up increasing the cost as more renewable energy methods will cost more. This will reduce the profit margins and equity for shareholders, which could upset them. In total this could reduce Primark’s financial sustainability as they will have an increased cost of production. This could cause a knock-on effect towards wages for staff being lower, prices of products increasing and overall profitability falling alongside customer satisfaction.  [10:  “Earth’s «capital» should not simply be consumed but needs to be constantly renewed. Sustainability is achieved when it is possible to live off the interest rather than on the capital.” Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).]  [11: “none of the three individual types of capital should be diminished in the long term”. Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019). ]  [12: “imposes this condition only for the aggregate capital stock. Thus, in the latter case, the consumption of environmental capital, for example, would be permitted as long as it was «compensated for» by an increase in economic or social capital.”. Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).]  [13:  “A person, group or organization that has interest or concern in an organization.
Stakeholders can affect or be affected by the organization's actions, objectives and policies.”- Business Dictionary. Available from: http://www.businessdictionary.com/definition/stakeholder.html (Accessed on 22nd January 2019).] 


3.5 How Primark can overcome the challenges of being sustainable
As mentioned above, it is essential that a big corporation such as Primark do what is necessary to be as sustainable as possible, in as many key areas as possible. It is also important that they manage to overcome the problems that come with this, such as keeping all stakeholders happy, whilst also keeping up with their own company policies. Due to the previous controversies surrounding Primark and the production factories they were using ten years ago, they now have a clear list of policies and display how they operate for all to see on their website. [footnoteRef:14]“Every factory that manufactures products for Primark must commit to meeting internationally recognised standards before we place an order”- Primark. Primark also now claim to be very selective about who they work with and claim to have [footnoteRef:15]“Ethical Trade and Environmental Sustainability Team, a group of more than 100 experts based in key sourcing countries, to monitor compliance.”-Primark. This alone shows that Primark are taking at least one leg of the ‘sustainability stool’ seriously, by making sure they now analyse completely the suppliers they are employing. This is a good thing for publicity of the company also, as acting in this way will enhance Primark’s reputation. This ensures that the Social leg has strong sustainability. Primark also have a page on the website that discusses how they are implementing changes to help the planet, again ensuring that the environmental leg is considered. However, as mentioned in the Capital Stock model, by having two areas that are considered to have ‘strong sustainability’, it could cause a lack of sustainability in another. In terms of the economic sustainability, by Primark using factories that are ethically acceptable and that pay higher wages, they are losing efficiency in terms of making profits from a purely business frame of mind. This is not totally negative, as Primark are considering their Corporate Social Responsibility (CSR) and are more concerned with the ethics and working conditions of people than of strictly making money. However, Primark must be careful to find the line between economical sustainability and social and environmental sustainability, as if they focus too heavily on being ethical, they could upset important internal stakeholders such as managers and shareholders, alongside reducing overall profitability of the company. If this was to happen it could negatively affect the overall sustainability of the business, alongside stunting sales and growth, due to things such as increased prices for customers. [14:  Every factory that manufactures products for Primark must commit to meeting internationally recognised standards before we place an order”- Primark. Available from: https://www.primark.com/en/our-ethics (Accessed on 22nd January 2019). 
]  [15:  “Ethical Trade and Environmental Sustainability Team, a group of more than 100 experts based in key sourcing countries, to monitor compliance.”-Primark. Available from: https://www.primark.com/en/our-ethics (Accessed on 22nd January 2019).] 


3.6 [bookmark: _Toc496043664]Conclusion
To conclude, it is very important that businesses of all sizes consider the impact of being sustainable in all the three key areas, social, environmental and economical. Primark are no exception, as they must be wary of not falling behind other companies in terms of environmental and social sustainability so that reputation is not affected. They must also however ensure that they keep up with competitors and continue to grow as a business and sustain the same level of profits.



SECTION 1


INTRODUCTION


4. [bookmark: _Toc305165507]
5. [bookmark: _Toc496043665]References
1. “Adored by fashion fans and value seekers alike, Primark is widely established as the destination store for keeping up with the latest looks without breaking the bank.” -Primark. Available from: https://www.primark.com/en/about-us/about-primark (Accessed on 21st January 2019).
2. “today operates in over 350 stores in eleven countries across Europe and America.”- Primark. Available from: https://www.primark.com/en/about-us/about-primark (Accessed on 21st January 2019).
3. revenue of £7.05bn GDP, in addition to this they also hold a market share of 7.1% in the UK clothing market as of 2018- Statista. Available from: (Accessed on 21st January 2019).
4. “Primark announced it had fired 3 suppliers and manufacturers it believed had been using child labour.”- The Guardian. Available from: https://www.theguardian.com/business/2008/jun/23/primark.children (Accessed on 21st January 2019).
5. “often defined as managing the triple bottom line - a process by which companies manage their financial, social and environmental risks, obligations and opportunities. These three impacts are sometimes referred to as profits, people and planet.”- Lexicon. Available from: http://lexicon.ft.com/Term?term=business-sustainability (Accessed on 21st January 2019).
6. “The 3-legged stool metaphor reinforces the three dimensions that are required for us to enjoy a high quality of life— and shows that society is unstable if one of them is weak”. -SustainabilityAdvantage.com. Available from: https://sustainabilityadvantage.com/2010/07/20/3-sustainability-models/ (Accessed on 21st January 2019).
7. quality of the job and whether workers are happy in their jobs, fair wages, Job Security as well as the infrastructure of the business and the market. – UWTSD Moodle. Available from: https://moodle.uwtsd.ac.uk/course/view.php?id=2233 (Accessed on 22nd January 2019).
8. Corporate Social Responsibility (CSR) is defined as “commitment by business to behave ethically and contribute to economic development while improving the quality of life of the workforce and their families as well as the local community and society at large”. – Wikipedia. Available from: https://en.wikipedia.org/wiki/Social_responsibility#Corporate_social_responsibility (Accessed on 22nd January 2019).
9. “there are three types of capital stock, namely environmental, economic and social.” Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).
10. “Earth’s «capital» should not simply be consumed but needs to be constantly renewed. Sustainability is achieved when it is possible to live off the interest rather than on the capital.” Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).
11. “none of the three individual types of capital should be diminished in the long term”. Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).
12. “imposes this condition only for the aggregate capital stock. Thus, in the latter case, the consumption of environmental capital, for example, would be permitted as long as it was «compensated for» by an increase in economic or social capital.”. Available from: https://www.are.admin.ch/are/en/home/sustainable-development/strategy-and-planning/understanding-of-sustainability-in-switzerland/capital-stock-model.html (Accessed on 22nd January 2019).
13. “A person, group or organization that has interest or concern in an organization.
Stakeholders can affect or be affected by the organization's actions, objectives and policies.”- Business Dictionary. Available from: http://www.businessdictionary.com/definition/stakeholder.html (Accessed on 22nd January 2019).
14. Every factory that manufactures products for Primark must commit to meeting internationally recognised standards before we place an order”- Primark. Available from: https://www.primark.com/en/our-ethics (Accessed on 22nd January 2019).
15. “Ethical Trade and Environmental Sustainability Team, a group of more than 100 experts based in key sourcing countries, to monitor compliance.”-Primark. Available from: https://www.primark.com/en/our-ethics (Accessed on 22nd January 2019).


image1.png




