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Supply Chain Management - Boundaries and Relationships:
an integrating function with primary responsibility for linking major
business functions and business processes within and across
companies into a cohesive and high-performing business model. It
includes all of the logistics management activities noted above, as

well as manufacturing operations, and it drives coordination of
processes and activities with and across marketing, sales, product
design, finance, and information technology.

Council of Supply Chain
Management Professionals




Figure 2

Think About It

Do you know how your favorite goods are made? You may be surprised to learn
that items you use every day may be produced by child or forced labor.

COFFEE AND SUGAR. There
is evidence of child labor or
forced labor in sugarcane
and coffee harvesting in
acombined 25 countries
worldwide Workers, some
of them trafficked or in

debt bondage, toil for long,

hours in the heat. They often

CELL PHONE. Children in
the Democratic Republic
of the Congo labor in
harsh and dangerous
conditions to mine cobalt
ore, a mineral essential
to the rechargeable
lithium-ion batteries in
our cell phones, laptops,

GOLD. Children mine gold
underwater or along river
shorelines, using oxygen tubes
tobreathe; they proces
USINgG Mercury, a poisonows
substance, which causes
irreversible damage to their
health. Twenty-two countries
are known to use child labor or

CHOCOLATE DESSERT. Adults and
children are forced to harvest palm
oil, an ingredient found in nearly 50%
of packaged supermarket products,
and cocoa, the main ingredient in
chocolate. According to a 2013/14
report from Tulane University, there
are an estimated 2 million children

working in the cocoa sector in

CLOTHES. Labor
abuse of children and
adults in garment
manufacturing occurs
innumerous countries
from South America
o Southe ia.
Fromsimple T-shirts
o lwary eveningwear,

lack protective equipment, and electric cars forced labor in gold, the most West Africa. e your clothes may have

YES!
Many everyday commodities
More prevalent in certain countries

Serious brand risk

Target for activism against a brand

Often complex, multifaceted
challenges to solve (powerful
economic drivers)

Source: U.S. Department of Labor (2018, page 20)

Increasing the risk of
physical injury and exposure
to chemicals.

of any pood on the List [

TOYS. Both child labos
and forced labor are found
in the manufacturing of
toys in China. The toys
inour children's hands
may have been handled
by another child: one for
whomwork takes the

place of play.

SUSHL. Child labor and forced
labor is used to catch and
process fish and seafood
inoceans, lakes, farms, and
processing facilities around
the world Workers are coerced
into working on fishing vessels,
forced to fish for up to 22 hours
aday with little or no pay, and
subjected to threats and severe
physical abuse.

been cut, stitched,
or embeliished by an
exploited worker.
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MAKEUP. Children LEATHER. Children are
In India face health exposed to hazardous
and safety hazards working conditions in the
mining mica, a mineral leather tanning industry in
commonly found in Bangladesh, India, Pakistan,

lipstick, eye shadow, face

powder, and nail polish.

and Vietnam. This leather is
used to produce handbags
and other goods.

l SHOES. Footwear
manufacturing, primarily
in Asia, has a documented
child labor problem
Children are more
likedy to be imvolved
when production is
subcontracted from formal
factories to informal
workplaces, making it
harder to detect and deter



Global supply chains
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ﬁ m Panic surrounds only the demand end of
things (supermarkets/customers), but there

is scope for further problem, eg if
e borders close or drivers don't want to drive
@ e staff in production or distribution fall sick
... supermarkets ... .. which sell it to consumers g there is disruption at ports
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Source: Terazono and Evans (2020, March, 26). How Coronavirus is affecting pasta’s complex supply

chain. Financial Times, Supply chains. Retrieved from https://www.ft.com/content/5456bc24-6dd4-11eq-
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Input

Municipal
Fishermen
(Sipalay)

Municipal
oy Fishermen
g (Hinobaan)

*FAQ 204 (uss
of au;—l:r!igl'.r:
in fighing)

*Fisherfolk, gear
and vessel
regiatration
froem LGLU

= all
respondents
doss not

Commercial
Fishermen
(Bayawan City)

« rihllr,
eveasel registration from MARINA I i
*CFV and gear license from BFAR
= Fiah worker registration at LGU and
BFAR
*Memberahip in MABATI [inactive)
*CFV owner provides credit/ cash
advance 1o crow

Municipal
Fishermen
(Siaton & Sta.
Catalina)

Harvest
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Yellow fin tuna from Southern Philippines

Buyers Processors

"Have ey
buyers

Small fish
dealer

Small fish
dealer
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Major fish dealer
1100 tons

L ;}e-’..llc'_l bidineas ppr:"

*Reaqistration of vehicie

*Have regular suppliers (some daily)
E buyera (with newritien conract:
some are dealers for 13 yearn)
Suppliers ask for advance money
and extended terms of paymenis

*Barmits and certification for the
processing facility

t framLGU

dIBF Fupphiera and

*Financing fiahing operations

* acis the buying price

* Have regular suppliers

Exporter
{Gen. Santos)

Exporters Retailer Consumers

Customers

"

{Southern Megros,

Wet Market
Bacolod, Cebu & Manila)

* Paya auxiliary invoice
* Rent in market business permits
= Bome Enances mun. fisherfolk

USA&
Japan

Provides advance
payments to major
dealers and cooling
boxes to some dealer

with mo writben
conftract)

R. M. Rosales, et al. (2017). Value chain analysis and small-scale fisheries management. Marine

Policy (V 83).




Tier 1 suppliers, or module/system suppliers:

* The final step before the product reached the OEM;
* Strong credibility with the OEM;

* More technical advantages;

* Produce individual components or complete devices.

Tier 2 suppliers or component suppliers:
* Manufacturer of individual components of the end product.

Tier 3 suppliers, parts suppliers:
* Manufacturer of individual parts that is required in the
OEM’s components.

Source: Insight Solutions. hitps://insightsolutionsglobal.com/what-is-a-tier-1-company-

or-supplier/




Switching
to CSR

Figure 1.1 The three pillars of triple advantage

SUSTAINABILITY

IMPACTS

ECONOMIC
VALUE CREATION
ENVIRONMENT
SOCIETY

DRIVERS OF
GLOBALIZATION

® Market deregulation
Unbundling and

@ Trade liberalization Outsourcing of Production

Transport
@ infrastructure
Investment

® IT developments

Increased transportation

Decreased inventory

ENVIRONMENTAL

Increasing oversight of suppliers’ environmental
and labour practices creates visibility and
resilience thus ENHANCING supply chain value

Source: Manners-Bell, J. (2017, page 17)

CONSEQUENCES

Economic development
+ lower cost product

Increased $ 46 billion

supply_ costThai floods
chain risk in 2011

Development of ‘clean’
technologies

Increased carbon
emissions

600 million
people lifted out
of poverty in China

Poverty
reduction

1,129
died in Rana Plaza
disaster in
Bangladesh

Exploitation
of labour

ECONOMIC VALUE CREATION FACILITATES ENVIRONMENTAL AND SOCIETAL BENEFITS




Brand atiributes
Quality control

International store distribution
with complex supply chains

Franchised

Menu is cyclical




STATE OF SUPPLY CHAIN
SUSTAINABILITY 2020

MIT Coter Toe Tran: B

Council of Supply Chain Monegement Frofessionels
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Are you receiving pressure From where are you receiving pressure
to adopt supply chain sustainability practices? to adopt supply chain sustainability practices?

Average

Government
Mass media

Executives

Consumers
Investors

NGOs

Local communities
Corporate buyers

————___ Industry associations

0% 20% 40%

(9]
Q
59

80% 100%

No pressure Low pressure M Some pressure M Moderate pressure BMIntense pressure

Figure 2: 46% of respondents said they feel pressure to increase supply chain sustainability, 34% said they feel no pressure, and 219 weren’t sure. Of the 46% that feel
pressure, the pressure is diffuse across multiple sources with each source exerting a similar average of pressure, but government, mass media, and executives as placing the
most intense pressure. N = 701.




STATE OF SUPPLY CHAIN
SUSTAINABILITY 2020

MIT Cerrser for Transportation & Legistics

Cauncllef Suzoly Chain Management Prefessionals

Highly touted goals may
not match with significant
investment

Investment more important that goals!

1susteinebility goels? Supply chain sustainability goels ranked by categer

[
=
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Does your company heve corporate supply chai

Figure 4: Respondents” companies” supply chain sustainability goals. Nearly half said
thefr company kas such goals. N = 941,

SUSTAINABILITY AREA Difference between level of commitment and investment

B | = Environmental issue
._ S-.,".::.'!_ ISsue

Na child labkar
NO Chuld 1abor

Difference



Audits don’t always work

Ethical commitment must run
through “corporate DNA"

— Not a sub-organization

Complex supply chains are MUCH
more difficult to change

— Tier 1, fier, 2, and tier 3 (completely
obscure)

Collaboratively work with
suppliers to improve behavior,
even after significant problems.

SUPPLY CHAIN

)

USING CSR AND SUSTAINABILITY TO
CREATE COMPETITIVE ADVANTAGE




SUPPLIER
CODE OF CONDUCT

Some nice attributes
Eight pages with title slide

References both internal and
external standards and codes
of conduct

Definition of key terms
Integrity line for whistle blowers




SUPP

If any Suppliers aggressively or passively impase gifts or entertainment
on Whirlpaal employees (even with the bast of intentions), this will be
reported and could result in immediate loss or tarmination of business.

Labor

Supplicrs must comply with local aws regarding the minimum age of
employees, The minimum age for workers must be the greater of: (a)
15 years of age or 14 years of age where local law all ch an
employment age consistent with International Labor Organization
guidelines; or (b) the age for completing mandatory [compulsorily)
educatlon; ar [c) the minimum age established by law In the country of
manufacture, In addition, Suppliers must comply with all legal
requirements for the work of autherlzed young workers, particularly
those pertaining to hours of work, wages, satety, working conditions,
and the handling of certain matarials,

Huiman Tra ng and Forced Labor

Human trafficking, forced, debt bonded, indentured and slave labor are
unacceptable, and Whirlpool ks committed to preventing these

pract in its pperations and supply chain. Whirlpool's Code of
Canduct prohibits harsh or inhumane trestment, including corporel
punishment or the threat of corporal punishment, or forced lebor, Our
Suppliers must meet these reguirements and be compliant with the
law, codes and palicies.

Harass ment

Supgliers must treat all workers with respect and dignity. No workers
shall be subject to corporal punishment, physical, sexual, psychelegical
or verbal harassment or abuse. In addition, Suppliers will not use

Whirlpool

monetary fines as a disciph
Wage and Benefits

Suppliers must pay warkers at least the minimum compensation
required by loca! law and provide all legally mandzted benefits. In
addition to payment for regular hours of work, workers must be paid
for overtime hours at such premium rate as is legally required cr, in
those countries where such laws do not exist, at least equal to their
regular hourly payment ratz. In addition, Suppliers must provida
accident insurance to their workers for work-related accidents and
compensatian for work-related accidents resulting in permanent
disability

Hours of Work

Suppliers must ensure that on a regularly scheduled basis, except in
extraordinary business circumstances, workers are not required to
wark more than {a) 60

limitz en reguler end overtime hours allowed by the laws of the country
of manufacture. In addition, except in extracrdinary business
circumstancas, all workers are entitlad 1o at least ane day off in avery
saven day period.

Health and Safety

Suppliers must provide workers a clzan, safe and healthy work
environment in comaliance with all lagally mandated standards for
warkplace health and safely in the countries in which they operate.
This includes any residential facilites a Supplier provides to its workers,

Clarifies Positions For:
Anti-bribery and anti-corruption
Child labor
Environment
Gifts and entertainment

Human trafficking and forced labor
Harassment

Health and safety

Hours of work and wages

Unions

Women'’s rights
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