BMSP7002: Management Practices
Assignment 1: McCormick’s Sustainability Strategy

McCormick and Company’s Purpose-led Performance (PLP) strategy was initiated in 2017 and consisted of 10 commitments with 14 time-bound, measurable goals (McCormick & Co., 2017). These goals were built upon the issues ranked as most material to stakeholders, based on analysis from the Business for Social Responsibility (BSR), a global not-for-profit consulting group. Following a review of the materiality assessment in 2019, the issues deemed most material were adapted and increased from 10 to 16 and two additional goals were added (McCormick & Co., 2020). 
Within this report, I plan to critique McCormick’s current Purpose-Led Performance (PLP) strategy using Alexandre Magnin’s four principles of sustainability (Magnin, 2014a). This analysis will form the basis of the Strategic Plan outlined later in the report. To summarize, I shall compare our current trajectory to that of the proposed plan.

Critique of McCormick’s current PLP strategy and the minimum conditions for full sustainability
The four principles of sustainability (Magnin, 2014a) provide the boundaries within which full sustainability can be achieved. A number of McCormick’s PLP commitments and goals sit within the scope of this framework, and I will detail to what extent each of the principles are met and the challenges that remain. The principles have been adapted to provide a corporate context which applies specifically to McCormick.
Principle One: Raw materials should not be extracted from the earth and utilized faster than they can be replenished. McCormick’s primary impact on this principle is the utilization of fossil fuels to run facilities and throughout the lifecycle of our products. To address this, three goals have been set: 20% absolute reduction in scope 1 and 2 greenhouse gas (GHG) emissions by 2025; 16% absolute reduction in scope 3 GHG emissions by 2030; and 25% reduction in carbon footprint from packaging by 2025. 
Confusion in McCormick’s strategy is created through the overlap of the second and third goals. Scope 3 emissions cover those that occur in value chains (GHG Protocol, 2020), including packaging. It therefore appears that the positive impacts of reducing carbon emissions in the packaging value chain could be double counted. It is also worth noting that the least ambitious target relates to the reduction of scope 3 emissions. It has been estimated that in agricultural supply chains, scope 3 emissions account for up to 85 percent of a company’s total carbon footprint (Ceres, 2018). If this is the case for McCormick, a combination of the first and second goals would result in an absolute reduction in emissions of 16.6 percent of the company’s entire carbon footprint.
The latest Emissions Gap Report released by the UN Environment Programme (UNEP, 2019), estimates that a 55% reduction of GHG emissions by 2030 from a 2018 baseline is now required to meet the Paris Agreement target (to limit global warming to below a 1.5% increase). As they stand, McCormick’s goals fail to meet the Paris Agreement target in the short-medium term and do not include a long-term objective of carbon neutrality, therefore they do not satisfy Principle One. 
Principle Two: All waste (solids, liquids and gases) from business activities should be reused, recycled or produced in small enough quantities to be rapidly processed by nature.
For the purposes of this exercise I will cover two of McCormick’s PLP goals which relate directly to this principle: 80% recycling and recovery of solid waste from our facilities and 100% of plastic packaging to be reusable, recyclable or re-purposable, by 2025. A third goal regarding sustainable agriculture is also relevant, however I will cover that goal in greater detail under Principle Three. 
The first point of note is that the goals outlined cover only solid waste, and no commitment regarding other waste products (liquids and gases) has been made available. They also do not cover waste from supplier facilities. However, the two goals outlined are ambitious and have merit. While the solid waste recycling goal may only target 80%, it is important to understand the makeup of the remaining 20%. This could comprise of “spent” material, agricultural by-products which can by processed by nature and there satisfy Principle Two. 
The plastics goal is part of the New Plastic Economy Global Commitment, led by the Ellen MacArthur Foundation. McCormick’s progress is measured through self-assessment and to date 84% of plastic packaging can be reused, recycled or repurposed. However, to fully attain the vision of the New Plastics Economy (NPE), all plastic packaging must be reused, recycled or composted in practice (New Plastics Economy, 2020). McCormick has yet to determine a method of tracking or achieving this goal which must be in place to satisfy Principle Two.
Principle Three: Biodiversity and ecosystems should be preserved and when the use of natural resources is necessary, measures should be taken to mitigate adverse effects. As a flavor company with an agricultural supply chain, McCormick’s greatest impact on nature is through the cultivation of its raw materials. We have therefore committed to source all herbs and spices in our portfolio sustainably, beginning with 100% of our branded iconic ingredients by 2025. McCormick’s Grown for Good (G4G) framework was outlined in the 2019 PLP report (McCormick, 2020) and defines “sustainably sourced”. It includes measures to preserve biodiversity, avoid deforestation, improve soil health and conserve water. Crops grown under the framework would fulfill the requirements of Principle Three.
As with many food companies (General Mills, 2019), (Kellogg’s, 2020), McCormick is focusing efforts initially on a subsection of agricultural commodities – the five iconic raw material, and implementing the G4G framework in these supply chains will have a significant impact. However, McCormick sources 14,000 raw materials from over 80 countries (McCormick, 2020). To satisfy Principle Three, impact analyses are required across all agricultural supply chains to understand the detrimental effects on nature and subsequently remedy them. 
Principle Four: All stakeholders in the supply chain should be able to meet their basic needs.  When evaluating McCormick’s operations, the stakeholders most at risk of not meeting their basic needs are the farmers and farm workers who grow our products and workers in our supplier factories at origin. For the later, suppliers must adhere to our Global Supplier Code of Conduct, in which fair compensation is stipulated, and register with the Supplier Ethical Data Exchange (SEDEX), completing the self-assessment questionnaire. Any suppliers who are considered high risk must undergo a Supplier Member Ethical Trade Audit (SMETA) and non-compliances must be addressed accordingly. This process is fairly robust, however I would suggest a confidential feedback system, in which supplier’s employees could report misconduct directly to McCormick should infractions occur. 
Ensuring farmers and farm workers meet their basic needs is a greater challenge given the complexity of our supply chains. McCormick has committed to “increase resilience of 90% of smallholder farmers that grow our key iconic herbs and spices” by 2025 (McCormick, 2020). Once again, this goal is time-bound, measurable and achievable but limited in scope. To achieve Principle Four, a broader target must be set to ensure all farmers and farm workers in our supply chains achieve a living income. This will be challenging and a long-term commitment however improving farmer livelihoods builds resiliency in supply chains, protecting against future shocks. 
McCormick’s current trajectory is focused on short to medium term commitments with an annual update on progress. The goals are relevant and achievable within the 2025 timeframe. However, the strategic plan that follows takes the company beyond 2025, with wider-reaching commitments to enable the company to reach “full sustainability” and create value for all stakeholders. 



Strategic Plan
McCormick’s approach to sustainability has been a top-down strategy - a set of commitments were mandated by senior management and a small group of individual employees have been tasked with achieving the 2025 targets. However, the value in these commitments is not understood by middle management and a lack of buy-in has hindered the company’s ability to create value through sustainability. There is also a conflict between short-term goals and long-term strategy. The strategic plan for sustainability must therefore be clearly communicated internally, and the responsibility for creating shared value must sit with all employees. My proposed Strategic Map for sustainability is outlined in Figure 1 (below). Empowering employees and ensuring their engagement in sustainability targets at all levels is fundamental to its success. This can be achieved through a combination of internal goal setting and an employee incentive plan for innovative ideas to create value for the business.
Business case: Focusing on sustainability will create value for the company and stakeholders
The business case for sustainability can be broken down into seven benefits (Magnin, 2014b) which are broadly divided into top-line growth (increased revenue) and reduced expenses (reduced energy, waste, materials, turnover and increased productivity). The seventh benefit, risk reduction, spans both. 
By focusing on sustainability, revenue can be increased in two ways – sales growth and new investment (Fig. 1: F1). Research has shown that products marked as sustainable grew 5.6 times faster over a five-year period than those not marked as sustainable (Kronthal-Sacco and Whelan, 2019). Currently targets are set for sustainable sourcing but there are no processes or incentives for the commercialization, marketing or sales teams to brand them as sustainable. Implementing a strategy that mandates sustainability marketing claims (Fig.1: F1, S1 and I2) and incentivizes employees to create sustainable products will tap into this unutilized value.
Focusing on the environmental, social and governance (ESG) issues outlined in the Strategic Map will attract new investors. The World Business Council for Sustainable Development has estimated that by 2050, sustainability-related business opportunities are expected to reach $3 trillion (WBCSD, 2010). Value from investors can be generated through improved brand reputation and legitimacy (Magnin, 2014c), both of which can be achieved through a robust sustainability strategy and a focus on the value chain (Fig 1: E1, E3, S2, S3).
Reduced expenses, through the implementation of sustainable practices, should be an area of focus for all employees (Fig. 1: P2). For example, production-line employees can assist in reducing waste and may have innovative ideas on how to increase productivity. These ideas should be fostered and rewarded (Fig. 1: I1, P2) Interface is a leading example of how empowered employees can make a huge impact on the journey towards sustainability. Within the first four years of their sustainability journey the company saved $76 million by cutting waste 40 percent (Lovins, 2018). 
While risk reduction is listed as the seventh business benefit of sustainability, it’s value should not be underestimated. A failure to manage ESG issues could severely impact a company’s operations and/or reputation (WBCSD, 2018).  Many examples already exist in the agricultural supply chain. Child labor issues have plagued the cocoa supply chain for decades, implicating brands such as Nestle (Clarke, 2015). In 2013, the horse meat scandal hit Europe, with many retailers including Tesco, Aldi and Iceland forced to remove burgers from their shelves (BBC, 2013). This type of negative publicity can affect customer loyalty and financial performance (WBCSD, 2018). In contrast, transparent, regulated supply chains with traceability back to origin and programs in place to build farmer and worker resiliency, reassure investors that these types of negative impacts can be mitigated (Fig. 1: E3, I3, S2, S3).
Finally, McCormick must create value by having a clear sustainability vision (Magnin, 2014c), or “Purpose” (Fig.1: I2). This should be embedded in every part of the business and motivate the workforce. My suggestion for McCormick is “Great flavors for a better future”. By positioning McCormick as a sustainable brand, we can improve our market share with sustainably-motivated consumers.
This strategic plan creates value for all stakeholders. The table below illustrates how the values of each stakeholder group are met.
	Stakeholder
	Values
	Link to Strategy Map

	Employees
	Job security, equitable workplace, advancement opportunities, moral values
	P1, P2, P3, I2, S2, S3

	Industrial Customers
	Value for money, quality product, reliability, sustainability goals
	C1, C2, C3, I1, S3
E1, E2, E3, S2

	Consumers
	Value for money, quality product, opportunity to make a difference
	C1, C2, C3
S1, S2, S3, E1, E2, E3

	Shareholders
	Return on investment, company resiliency to shocks, ESG issues
	F1
S1, S2, S3, E1, E2, E3

	Suppliers
	Long-term contracts, reliable source of raw materials, quality and regulatory compliance
	S3, E1, E3, I3

	Farmers and farming communities
	Living income, access to basic needs, reliable market for product
	S2, E1, E3

	Local communities
	Employment, steady economy, no environmental or social harm
	S1, S2, E2, E3. F1

	NGOs
	No harm to environment in facility and raw material origins
Improved livelihoods for at-risk communities
	E1, E2, E3, S2, S3

	Governmental agencies
	Taxes paid, compliance to regulations, economic growth
	F1
S2, E1, E2, E3



Key environmental challenges must be addressed
The outstanding environmental challenges for McCormick stem largely from our complex agricultural supply chain. Scope 3 emissions account for a large proportion of our overall GHG emissions, and upstream waste issues are largely unknown. While the focus of the organization is currently on the supply chains of the five iconic raw ingredients, opportunities exist for cross-commodity analysis on specific issues such as water, emissions and waste management at supplier facility levels.
The Strategic Map outlines the environmental commitments McCormick must make to become fully sustainable. Within the supply chain they include:
· All scope 3 emissions are eliminated or offset
· All operational waste that cannot be rapidly processed by nature is repurposed
· All facilities undergo a water impact assessment and set targets to ensure there are no negative impacts on the environment or local community
· All raw materials are grown and/or processed in an environmentally and socially responsible way
Currently McCormick does not collect emissions, waste or water data from suppliers. However, starting from scratch provides the opportunity to create an integrated data management system which allows for real-time information to be inputted by our suppliers. One of McCormick’s strengths is the close relationships we have with our suppliers. Superior quality is a key pillar for McCormick, and as such we work closely with our suppliers to implement and verify strict quality control measures. Utilizing these existing relationships, we can work with suppliers on a system to track and measure sustainability requirements. Our experience with the Science Based Target initiative will enable us to provide guidance and tools for our suppliers to set their own targets.  
The Grown for Good (G4G) framework McCormick is implementing at farm level will address both environmental and social challenges. Once this has been completed for the five iconic ingredients it is important that it is rolled out in all agricultural commodity supply chains. This will take time, however, and there are some key cross-cutting issues that must be addressed in the short to medium term – deforestation and water security. Online tools such as Global Forest Watch (Global Forest Watch, 2020) allow companies to compare the agricultural activities in their supply chain to deforestation threats. A deeper dive can be taken into high-risk commodities and, where necessary, programs put in place to prevent deforestation. Similar tools exist for water scarcity (Water Scarcity Atlas, 2020). Two work streams are required to address this issue. All McCormick or supplier facilities located in water-stressed areas should undergo a water impact assessment and if negative impacts on local communities are discovered they need to be mitigated. In addition, a list of priority farming areas should be created, and for those which are most at risk of drought, watershed projects should be initiated to increase the water table and potable water facilities installed for local communities. 
Summary
McCormick’s Purpose-led Performance commitments have provided a solid base to begin our journey, but sustainability has not yet been woven into the fabric of the company. Internal and external goals have been set, with individual departments being held accountable for targets being met. As such, teams report annual progress with a view to these goals being achieved before the next wave of commitments are made. This is unlikely to result in “full sustainability” or pioneering new ways to do business. Nidumolu, Prahlad and Rangaswami (2009) outline five distinct stages of change that companies must go through to achieve sustainability. With the current strategy, McCormick has moved past Stage 1: Viewing compliance as opportunity to Stage 2: Making value chains sustainable. We are on the cusp of Stage 3: Designing sustainable products and services, but this will require significantly more buy-in from other departments within the business.   
[bookmark: _GoBack]To move beyond Stage 3, McCormick needs to utilize the brainpower of all employees, foster innovation and encourage new and radical thinking. The new Strategic Map outlines highly ambitious targets, which cannot be achieved without thinking outside the box. An organization which empowers its employees will attract the best talent and as such we will be in a position to move the company towards Stages 4 and 5 of the journey: Developing new business models and Creating next-practice platforms.  Sustainability must be embedded into our DNA. Charles P. McCormick, President of McCormick and Company in the 1930s and 40s, understood the value that people bought to an organization, and what they needed in return. In his book “The Power of the People” (McCormick, 1949), he outlined five basic factors that employees wanted from their jobs: fair pay, security, opportunity, recognition and participation. The first two are standard for all McCormick employees. We have the chance to build employee participation around a common purpose, with this new sustainability strategy providing both opportunity and recognition to create “Great Flavors for a Better Future”.  
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Figure 1: McCormick Strategic Map for Sustainability

	SocietyS3: Ethically Conduct our Business
- The human rights of all actors in our supply chain are respected and protected
- All workers in the supply chain achieve a living income
- All suppliers adhere to an ethical code of conduct and high-risk suppliers undergo a social audit
- Feedback systems are in place for employees and supplier’s employees to anonymously report breaches in ethics
S2: Support our Communities
- Needs analyses are conducted in communities that grow our raw materials and programs implemented to build resilience
- Employees globally participate in Charity Day to positively impact communities in which we work

S1: Improve Society at Large
- Encourage sustainable behaviours through brand advertising


	FinancialF1: Profitable Growth: 
- Drive sales growth through sustainability claims
- Attract investors through superior sustainability performance
- Adhere to regulations, pay taxes




	EnvironmentE2: Operational Outputs do No Harm
-All scope 1 emissions are eliminated or offset
-All operational waste that cannot be rapidly processed by nature is repurposed
E3: Operational Inputs do No Harm
- All global facilities use 100% renewable energy 
- All facilities undergo a water impact assessment and set targets to ensure there are no negative impacts on the environment or local community
- All raw materials are grown and/or processed in an environmentally and socially responsible way

E1: Products do No Harm
-All scope 3 emissions are eliminated or offset
-All packaging must be reused, recycled or composted


	
	CustomerC1: Be the Vendor of Choice:
- Continuous improvement plan to ensure a superior product offering



C3: Great Customer Support
- Collaborate with customers to ensure alignment of sustainability goals and access to all quality, compliance and social audit reports

C2: Improve Customer Well Being
- Continue research into the health benefits of herbs and spices and make publicly available
- Provide 3rd party feedback mechanisms for customers

	

	
	Internal


I4: Improve Operations
- Drive quality and productivity improvements through sustainable sourcing techniques
- Utilize technologies to create database for all sustainability activities
I3: Anticipate Customer Needs
- Improve transparency of products
- Develop collaboration opportunities with customers on sustainability initiatives

I2: Innovate our product offerings
- Innovation forum for all employees to contribute sustainable product ideas
- Communicate the “purpose” behind our products
I1: Provide Great Value
- Drives efficiencies and cost savings in products which are passed on to customer

	

	
	PeopleP1: Ensure Employee Well being
- All employees earn, at minimum, a living wage
- All employees human rights are respected
- All employees in voluntary health and well-being programs

P3: Work our Values
- 50% of women in leadership positions globally
- Ethically diverse workplace including global ambassador groups
P2: Develop our Human Capital
- All employees globally have active development goals
- Employee incentive scheme for innovative solutions to sustainability goals 


	



