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Abstract 

Problem – Companies are increasingly focusing on sustainability issues in response to 

internal and external pressure. Research on sustainable performance of focal companies 

is vast; however there is a lack of guidelines for managing sustainability in extended 

supply chains. Scholars claim a need for additional research on intra- and inter-

organizational diffusion of best sustainable practices. Besides, the outcomes of sustain-

able sourcing practices are still uncertain. The gap between potential benefits of sustain-

able sourcing and actual performance is attributed to lack of capabilities, instruments, 

and efficient processes. 

Purpose – The purpose of this paper is to explore existing sustainable sourcing practic-

es which are used by leading multinational companies. Based on the obtained 

knowledge we aim to develop a framework that will suite as a guideline for enforcing 

sustainable sourcing practices. 

Method – The research has been conducted through the method of grounded theory, en-

abling the researchers to constructively interpret data from documentary primary data 

and semi-structured interviews. This approach was utilized in order to explore what are 

the most common practices of managing sustainable sourcing applied by the companies 

awarded as Industry leaders by the Dow Jones Sustainability Index. 
 

Conclusion We found that a commonly accepted approach towards managing and en-

forcing sustainable sourcing is absent both in theoretical discourse and practice. How-

ever, the most frequently mentioned tools and approaches were defined. They include 

the adoption of suppliers’ code of conduct, establishment of dedicated sustainability de-

partments, procurement personnel training, suppliers’ capability building, risk assess-

ment and categorization of suppliers, IT platforms for information sharing, supplier self-

assessment, audit, joint projects with suppliers, meetings and conferences, and suppli-

ers’ scorecards. 

Finally, we developed a Sustainable Sourcing Enforcement framework which could 

serve as a guideline to enforce supplier’s commitment to act sustainably. The frame-

work consists of five chronologically connected pillars: Objectives alignment, Com-

mitment creation, Supplier selection, Ongoing development and Work with stakehold-

ers.   
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1 Introduction  

This thesis deals with sustainable sourcing practices. The introductory chapter de-

scribes the background of the academic discussion about sustainability issues within 

supply chain as well as the problem that will be investigated. Besides, the purpose and 

related research question along with the outline of the thesis are presented. 

1.1 Background  

In recent years business has been viewed as the major cause of social, environmental 

and economic problems (Porter & Kramer, 2011). The capitalism system faced unprec-

edented challenges of unemployment, financial crises and global warming. Sustainabil-

ity issues have gained increasing attention from both business and public policy makers 

(Tate, Ellram, & Gölgeci, 2013). In response to pressure from various stakeholders, 

mostly, governments, civil activists, non-governmental organizations; and threatening 

competition, many companies devote a lot of attention to these issues within their deci-

sions (Pagell & Wu, 2009). Customers show growing awareness of sustainability issues 

and prefer to make difference by doing sustainability-conscious purchases. Therefore, it 

is crucial for companies to guarantee they conduct business sustainably. Besides, ac-

cording to Nielsen, around 43% global consumers are willing to pay more for socially 

responsible products (The Nielsen Company, 2014). Another reason for doing business 

sustainably is the workforce commitment. According to Wu and Pagell (2011) employ-

ees want their work to make a difference and thus they are more willing to provide their 

knowledge and tackle difficult problems if a company they work for acts sustainably. 

 

Business has shown the unified view that sustainability will have a determining impact 

on the way companies think, act and compete (Tate et al., 2013). This is because climate 

change, scarcity of resources and a growing population already challenge the business 

world. The population of the Earth will reach 9 billion people by 2050, at the same time 

40% world’s agricultural land is degraded, two-thirds of the world could live in water-

stressed conditions by 2025, 1 billion people will starve; therefore 40% increase of food 

prices is expected in the next 10 years (Unilever, 2013).  

Main drivers for sustainability initiatives are brand protection, risk management and 

customer demand (Dada, Stanoevska, & Gómez, 2013). Besides, sustainable approaches 

of doing business can enhance the efficiency of internal processes. According to Porter 

and Kramer (2011) environmental performance is achieved through the use of better 

technologies that yield businesses with cost savings through enhanced resource utiliza-

tion and process efficiency. Moreover, companies expand their sustainably concerns be-

yond their own borders and first-tier suppliers, and span the impact to the entire value 

chain (Schliephake, Stevens, & Clay, 2009). 

Despite the broad discussion on sustainability among scholars and practitioners, a litera-

ture review showed that there is not a shared definition for sustainability. Linton, Klas-

sen and Jayaraman (2007) define sustainability as the use of resources to meet the needs 

of the present without compromising the ability of future generations to meet their own 

needs. Hassini, Surti & Searcy (2012) define sustainability as the ability to conduct 

business with a long term goal of maintaining the well-being of economy, environment 

and society. Carter and Rogers describe sustainability as providing ‘the potential for re-

ducing long-term risks associated with resource depletion, fluctuations in energy costs, 
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product liabilities, and pollution and waste management’ (Carter & Rogers, 2008, p. 

363). The most recognizable dimensions of theoretical sustainability discourse are eco-

nomic, environment and social performance (Greiwe & Schönbohm, 2011). These di-

mensions are also called the triple bottom line (TBL) principle, which consists of the 

three pillars: profit, planet and people (Hassini et al., 2012). 

Nowadays firms have extended supply chains with hundreds of suppliers all around the 

world, and it turns into a difficulty to control the entire supply chain. Besides, the grow-

ing number of companies outsources their logistics activities to external providers. De-

pending on the industry the procurement share may reach 90% of total turnover, which 

raises risks and makes companies extremely dependent on their suppliers. Thus, pur-

chasing and supply chain managers have to manage the supply chain effectively and ef-

ficiently, but also to ensure the sustainability of their supply chain (Beske, Koplin, & 

Seuring, 2008). 

Consequently, the overall discussion has moved beyond the consideration of whether 

sustainability is to be implemented, but to questions of how could companies incorpo-

rate sustainability in their practice (Wu & Pagell, 2011). The current concerns within 

sustainability discourse are focused on developing the reliable methods for managing 

sustainability within supply chains. However, little or even any research was done on 

sustainability issues from supply chain management perspective. A recent report by Ac-

centure claims there is a gap in knowledge and incentives of how can companies drive 

sustainability in supply chains (Accenture, 2014). According to Seuring and Müller 

(2008) the deficit in the theoretical background on sustainability issues in supply chains 

exists because current researches are more focused on case studies, while theory build-

ing is often ignored.   

Although, there are a number of guidelines, standards and voluntary initiatives that 

strive to assist companies in managing their sustainability actions; for instance ISO 

14001, Global Reporting Initiative (GRI), Sustainability Accounting Standard Board 

(SASB), Carbon Disclosure Project (CDP), etc. However, these guidelines focus only 

on internal procedures and processes of focal companies and ignore the importance of 

suppliers on sustainability of the overall supply chain.  

1.2 Problem Formulation  

The issue of sustainable supply chains is a widespread study subject for quite a long pe-

riod. However, during the study we found out that there are still gaps in theory of sus-

tainable sourcing and lack of guidelines for managing sustainability in extended supply 

chains.  

Van Hoek and Johnson (2010) claim that there is a need for additional research on long 

term, intra- and inter-organizational diffusion of best sustainable practices, green tech-

nologies and environmental performance measurements. Although the benefits of sus-

tainable sourcing have been emphasized frequently, the outcomes of sustainable sourc-

ing practices are still uncertain (Schneider & Wallenburg, 2012). The gap between po-

tential paybacks of sustainable sourcing and actual performance is attributed to the next 

factors: lack of capabilities, instruments, and processes for its efficient implementation 

(Accenture, 2014; Schneider & Wallenburg, 2012). In order to bridge this gap, there is a 

need to identify and conceptualize existing practices of sustainable sourcing. 
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Consequently, we would like to address the call of scholars for research on best sustain-

ability practices. Studies on the best practices are considered as a significant tool to 

complement academic discourse on sustainable sourcing (Srivastava, 2007). In turn, 

Carter and Rogers (2008) urge to research companies that have been identified as suc-

cessfully engaging in sustainable supply chain practices. Companies listed in the Dow 

Jones Sustainability Indices are named as an example (Carter & Rogers, 2008).  

1.3 Purpose Statement 

The purpose of this paper is to explore sustainable sourcing practices which are used by 

leading multinational companies. Based on the obtained knowledge we aim to develop a 

framework which will stimulate additional theory-building and will suite as a guideline 

for implementation of sustainability sourcing among practitioners.  

1.4 Research Questions 

Our study will address the following research questions:  

1. How do companies, awarded by the Dow Jones Sustainability Indices as leaders 

in sustainability performance, manage their sourcing activities?  

2. How could companies manage their sourcing activities in order to ensure sup-

plier’s commitment to act sustainably based on best practices? 

1.5 Contribution 

This research paper aims to develop a framework for enforcing sustainable sourcing 

based on most common practices used by leading companies. Therefore, it can be used 

by researchers as a foundation for further research. Practitioners, namely companies, 

may use the framework as a guideline for the introduction of sustainability management 

along their supply chain.  

1.6 Distinguishing sourcing and procurement 

Literature review shows that notions of sourcing and procurement are used interchange-

ably. However, they represent two fundamentally different ideas. Sourcing is value add-

ed activities of selecting suppliers and developing their competencies, based on the ad-

vanced information sharing and well-developed strategy (Deloitte Touche Tohmatsu, 

2014). Thus, sourcing is commonly treated as strategic function aiming to align supply 

chain management and enterprise goals; manage suppliers’ relationships; optimize sup-

ply base by conducting value chain analysis and joint project with suppliers (Monczka, 

Handfield, Giunipero & Patterson, 2008). At the same time, procurement is operational 

part of the relationships and should be streamlined and simplified as much as possible in 

order to gain efficiency of operations (Deloitte Touche Tohmatsu, 2014).  Also, we 

found out that in many studies the following terms are used interchangeably: sustainable 

sourcing, sustainable procurement, and green procurement. Therefore, our study will be 

based on all these terms, but with focus on strategic role of sourcing in managing rela-

tionships with suppliers.  
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1.7 Outline 

The outline of the thesis presented in the Table 1-1 below.  

Table 1-1: Thesis outline 

Background 

This chapter presents background of the academic discus-

sion about sustainability issues within supply chain as well 

as the problem of sustainable sourcing enforcement. Be-

sides, the purpose and related research question as well as 

the outline of the thesis are presented. 

Theoretical framework 

The following chapter introduces fundamentals of sustaina-

ble supply chain management and its appliance from value 

chain perspective. The influences of sustainability issues on 

sourcing practices are presented. Finally, the most notable 

sustainable sourcing practices, tools and approaches are 

presented. 

Methodology 

This chapter introduces the research philosophy, strategy 

and the research design applied in this study. Furthermore, 

the data collection and data analysis techniques are present-

ed, and the trustworthiness of the study are clarified. 

Empirical findings 

This chapter reflects empirical findings of the thesis. The 

findings are presented in two sections: sustainability reports 

review and interviews.  

Analysis 

In this chapter the outcomes of the literature review are 

analyzed in line with the empirical findings. First, the con-

nection between literature review and sustainability reports 

analysis is presented. The fundamentals of the conceptual 

framework are explained. Further, the conceptual frame-

work is developed based on insights from interviews. In the 

end, the final framework aggregating our findings on best 

sustainable sourcing practices is presented. 

Conclusion 
This chapter presents the conclusion of the thesis by refer-

ring back to the purpose and the research questions. 

Discussion 
This chapter presents suggestions for future research and 

managerial implications. 
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2 Theoretical Framework  

The following chapter introduces fundamentals of sustainable supply chain manage-

ment and its appliance from value chain perspective. The influences of sustainability is-

sues on sourcing practices are presented. Finally, the most notable sustainable sourcing 

practices, tools and approaches are presented. 

2.1 Sustainable supply chain management 

2.1.1 Fundamentals of sustainable supply chain management 

Historically, supply chain management has been solely focused on economic outcomes 

while managing supply chains and selecting suppliers (Monczka et al., 2008). In the 21
st
 

century, due to the growing awareness about sustainability the overall discussion moved 

into the supply chain context, and the concept of sustainable supply chain management 

has arisen. Caniato, Caridi, Crippa and Moretto (2012) state that sustainability issues 

should be considered not only during product design and manufacturing, but also in 

supply chain design and management. Sustainable supply chain management defines the 

extent to which supply chain management integrates environmental, social, and eco-

nomic value into the selection, evaluation and management of its supply base 

(Giunipero, Hooker & Denslow, 2012). 

Only recently, operations management and supply chain management research groups 

have started to publish more about the implementation of sustainability in supply net-

works (Ageron, Gunasekaran & Spalanzani, 2012). Scholars began to consider product 

life cycle during material selection, impact of green purchasing on supplier selection, 

waste management, packaging and regulatory compliance (Giunipero et al., 2012). Ca-

niato et al. (2012) treat green supply chain management as integration of environmental 

thinking into supply chain management thinking. They define product design, material 

sourcing, manufacturing processes, final product delivery and the end-of-life manage-

ment as key aspects to be reviewed. 

Sustainable supply chain management is focused on maximizing supply chain profita-

bility, and at the same time it attempts to minimize the environmental impact and max-

imize the social well-being (Hassini et al., 2012). At the first sight, these are conflicting 

objectives. Maximizing profits presumes reducing operation costs, while elimination of 

the environmental impact and maximizing the social well-being can raise operational 

costs (Hassini et al., 2012). However, there are signs of ongoing changes. Initially, cor-

porate responsibility programs have emerged as a reaction to external pressure and were 

aimed to improve companies’ reputation (Porter & Kramer, 2011). Efforts to minimize 

environmental impact were once considered to inevitably increase supply chain costs, 

and were treated as a necessary expense. Today there is a consensus that these goals 

may be aligned. Adoption of environmental business models and clean technologies are 

a means of improving resource utilization and process efficiency, and therefore compa-

ny performance (Tate et al., 2013). According to Giunipero et al. (2012) sustainability 

practices may contribute by both diminishing of environmental impact and enhancing 

competitive advantage. Recently, Accenture (2014) has developed a framework that de-

scribes potential value of sustainability incentives within supply chain (Figure 2-1). Ac-

cording to the framework, sustainable supply chain management can deliver both short-

term and long-term benefits. Sustainability incentives increase revenues and improve 
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company’s reputation through innovations utilization. At the same time, companies may 

mitigate their costs and risks by implementing sustainability programs. Consequently, 

proactive attitude to realization of sustainability programs will be a strategic goal within 

supply chains in near future.  

 

Figure 2-1: Framework for sustainability value assessment (Accenture, 2014) 

2.1.2 Sustainable supply chain management: value chain perspective 

According to Tate et al. (2013) the idea that environmental business practices improve 

firm and supply chain performance is becoming widely accepted in the literature. Dis-

cussions about sustainable supply chain management move beyond the borders of the 

enterprise and involves external partners, including procurement, outbound logistics, 

packaging and reverse logistics that are focused to reduce waste and focus on environ-

mentally friendly materials and transportation modes (Tate et al., 2013). There is a 

growing awareness that supply chain processes can become greener through collabora-

tion between supply chain partners. According to Accenture (2014): “Those companies 

that engage with two or more suppliers, consumers or other partners are more than 

twice as likely to see a financial return from their emissions reductions investments, and 

almost twice as likely to reduce emissions than those who don’t engage with their value 

chain” (p.3). The point of interest for practitioners and scholars is how organizations 

can maximize the potential of their suppliers to act sustainably (Giunipero et al., 2012).  

There is a clear understanding of the essential role of suppliers in supply chain function-

ing and contribution to the performance (Bowersox, Closs, Stank, & Keller, 2000). 

Firms are conscious about the role of partner’s sustainability in their own development 

and environmental commitment, which is impossible without implementation of sus-

tainable supply chain management practices (Ageron et al., 2012). Managers are in-

creasingly aware that the environmental impact of supply chains mostly generated out-

side of the focal firm, and driven by processing of materials, goods and services across 

the various interconnections in the entire supply chain network (Tate et al., 2013). Be-

sides, Hassini et al. (2012) claim green procurement practices as a key aspect of sustain-
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able supply chains. The overall idea is that focal companies may force upstream suppli-

er to implement sustainable practices that will result in more efficient and environmen-

tal friendly processes, sourcing practices and labor practices (Hassini et al., 2012).  

According to Tate et al. (2013) current works in sustainable supply chain management 

focus primarily on internal operations and corporate social responsibility reporting, 

while ignoring the engagement of suppliers in environmental business practices. More-

over, suppliers’ engagement in sustainable supply chain management is a critical factor 

and may create a competitive advantage for downstream companies (Ageron et al., 

2012). Consequently, many companies get involved in various sustainability initiatives 

and adoption of sustainability standards. Focal companies increasingly enforce their 

suppliers to perform according to the environmental and social standards. It may be 

supported by implementing distinct management systems or proved by appropriate cer-

tificates (Seuring & Müller, 2008). In response to above mentioned concerns of span-

ning sustainability incentives over value chains, managing suppliers’ performance and 

streamlining procurement function, the notion of sustainable sourcing has arisen. 

2.2 Sustainable sourcing 

2.2.1 Impact of sustainability on sourcing practices 

Incorporation of sustainability issues makes sourcing decision more complex as pur-

chasing departments have to go beyond financial metrics and include new sets of risks 

as labor safety, waste management, pollution and corporate brand risks (Crespin-Mazet 

& Dontenwill, 2012). Accounting for a broader number of uncertainties and challenging 

tasks requires companies to find new ways of cooperation with suppliers. It includes ex-

tensive information sharing, cooperation with suppliers, joint development projects and 

promotion of proactive innovativeness within supply chain (Vachon & Klassen, 2008). 

Taking into account sustainability requirements the sourcing strategies have evolved as 

following: 

1) From a dominant focus on a price to the total cost of ownership focus including the 

effects of resource depletion (Vachon & Klassen, 2008). 

2) From the procurement of standardized inputs to joint value creation approaches, 

where focal companies closely cooperates with suppliers (Carter & Carter, 1998) 

3) From dominantly quantitative metrics to more complex qualitative metrics (Carter & 

Rogers, 2008). 

2.2.2 Sustainability sourcing methods 

According to Allard (2011), there are two methods to assess and manage sustainable 

sourcing: product-based and supplier-based. These approaches are presented in Figure 

2-2, along with appropriate sustainable sourcing tools.  

First method is a product-based approach, when a focal company focuses on identify-

ing risks and assessing environmental credentials of its products or services, and thus 

related suppliers. This approach identifies footprints created by a focal company or a 

particular supplier while processing a product range or a single product. This approach 

defines the bottlenecks in terms of sustainability within supply chain and helps focal 

companies to focus on critical areas. Overall, product-based method represents life-
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cycle approach for assessing risks and emissions created through a supply chain, which 

will be discussed further (Allard, 2011).  

 

SUSTINABLE SOURCINGSUSTINABLE SOURCING

OrganizationOrganization SuppliersSuppliersProduct BasedProduct Based Supplier basedSupplier based

AnalyseAnalyse PromotePromoteDesignDesign

Sustainable sourcing tools
· Risk assessment 
· Supplier scorecard 

· Training of suppliers

· Life Cycle Assessment
· Verification of claims
· Audits 

 

Figure 2-2: The Umbrella Scope of Sustainable Sourcing (Allard, 2011) 

Second method is a supplier-based approach which aims to assess supplier’s opera-

tions and management practices in order to check whether cooperation with this supplier 

may create risks for a focal organization in the form of brand threats, environmental is-

sues or legislation claims (Tate, 2014). It is in an effective approach, to check whether 

the supplier has the proper procedures and policies to assure meeting buying organiza-

tion’s standards and minimum legal requirements (Allard, 2011). There is a variety of 

tools a sourcing team may use to assess a supplier: 

· Self-assessment questionnaires; 

· Audits programs managed internally or by third-party organizations; 

· Specialized sustainability database and initiatives such as Electronic Industry Citi-

zenship Coalition, Fair Labor Association (FLA) or Eco Vadis (Tate, 2014). 

There are three blocks presented in Figure 2-2: Analyze, Design and Promote. These 

blocks represent functions attached to sustainable sourcing tools which facilitate the en-

tire process of sustainable sourcing. Risk assessment, life-cycle analysis, audits and ver-

ification of claims are tools aimed to analyze the current state-of-art. These tools serve 

as a ground to design a sustainable sourcing process and choose the appropriate ap-

proach. Finally, training of suppliers and supplier scorecard are used by buying organi-

zations to promote sustainable sourcing incentives within a supply chain (Allard, 2011).  

2.2.3 Sustainable sourcing tools 

According to Allard (2011), there is no one universally applicable approach to sustaina-

ble sourcing, but there are various tools available which may help focal companies to 

assess their suppliers, improve their performance and measure related risks. These tools 

include supplier codes of conduct; industry initiatives and supplier sustainability data-

bases; life-cycle analysis; risk evaluation; supplier assessment; correction action plans; 

http://www.fairlabor.org/
http://www.ecovadis.com/
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and supplier development  (HEC / EcoVadis, 2013; Tate W. , 2014). The above men-

tioned tools will be described below.  

2.2.3.1 Supplier Code of Conduct 

Supplier code of conduct is a management tool that outlines organizational values, obli-

gations and related proper practices both within an organization and across its supply 

chain. Code of conduct may include guidelines on best practices, organizational com-

mitment to environmental, ethical and social issues, and set the concrete requirements 

and standards to follow. According to UNCTAD (2012) 100% of codes of conduct ad-

dress issues of human rights, 98% labor practices, 90% environmental issues and 68% 

judge bribery. Supplier code of conduct is a widespread phenomenon as 82% of the top 

10 companies from ten different industries have such code at place (UNCTAD, 2012). 

Nowadays, a lot of companies require their suppliers to contractually bind themselves to 

the terms of codes of conduct. It is a prerequisite of engaging in a business relationship 

with a company. At the same time, supply chains become more complex, they extend 

globally and companies outsource significant amount of operations. It raises the role of 

suppliers. Therefore, a lot of focal companies require their suppliers to cascade the 

terms of a code of conduct to the next tier suppliers (UNCTAD, 2012). Some compa-

nies go further and set requirements that traditionally is treated as internal matters of 

supplier: workplace practices, environmental compliance and health and safety 

(Husqvarna, 2014). 

2.2.3.2 Collective Initiatives 

Supply chain structures and issues differ greatly depending on the industry. Every in-

dustry has its specifics that impact the way companies work in both operational and sus-

tainability areas. For example, agricultural products such as cocoa, palm oil and coffee 

are typically traded by intermediaries. It hinders the direct interaction between custom-

ers and suppliers, and makes it difficult to track the origins of these commodities 

(UNCTAD, 2012). At the same time, final consumers and corporate customers are 

aware about the origins of the products and its influence on environment and local 

communities. In response to customers’ requests a number of Multi-Stakeholder Initia-

tives, cross-industry associations and industry specific initiatives have been established 

(UNCTAD, 2012). Multi-stakeholder initiatives are typically composed by companies, 

unions and NGOs. Such incentives aim to develop own industry standards, certification 

and audit programs, labels, etc. Certification and audit results conducted according to 

such incentives become recognized within industries and therefore vanish a need in 

double checks of the same supplier. Examples of such collective incentives are Elec-

tronic Industry Citizenship Coalition (EICC), Business Social Compliance Initiative 

(BSCI), Rainforest Alliance, Roundtable on Sustainable Palm Oil (RSPO) and others.  

Supplier sustainability databases are a branch of collective initiatives in the area of sus-

tainable sourcing. Such databases are intended to promote information sharing between 

buyers, facilitate supplier inspections, harmonize reporting practices and simplify buy-

er's control over its suppliers. Examples of such databases are the Supplier Ethical Data 

Exchange (SEDEX) and EICC (UNCTAD, 2012). 

2.2.3.3 Life-cycle analysis 

This method aims to identify all areas of the emissions throughout the life cycle of 

products and services. Stages of product life-cycle include: material acquisition, manu-
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facturing, packaging, storage and distribution, consumer use and finally recycling 

(Accenture, 2014). Life-cycle analysis facilitates sourcing departments to manage risks, 

emissions and costs in above mentioned areas, by effectively selecting suppliers; early 

supplier involvement in product design and close cooperation with supply chain part-

ners through the entire life cycle of the product (Tate, 2014). Suppliers’ engagement in-

to sustainability programs is a part of life cycle thinking, which aims to identify the en-

vironmental impact of every supplier during its contribution to the value creation pro-

cess, and consequently limit it. Moreover, identifying areas of essential environmental 

footprints helps a focal company to focus its attention on main problems and efficiently 

use available resources to manage them (UNCTAD, 2012).  

2.2.3.4 Risk Evaluation 

Risk evaluation is a proactive instrument for assessing supplier’s sustainability perfor-

mance. This tool defines those suppliers that have a strategic impact on company’s per-

formance. The evaluation is based on criteria such as high volume purchased from the 

supplier, its operations in developing countries or direct relation between supplier and 

customer’s brand (Philips, 2013; UNCTAD, 2012). Operations in developing countries 

are often a reason for particularly strong inspections from the buying organizations. 

Some organizations define risk regions according to suppliers operations either in 

OECD or non-OECD countries. According to Accenture, risk management is a vital 

component of a company’s response to the sustainability challenge (Accenture, 2014). 

Besides, risk evaluation is a tool that facilitates efficient use of resources allocated for 

suppliers’ selection process as only suppliers from risk categories ought to conduct on-

site audits (UNCTAD, 2012). 

2.2.3.5 Supplier Assessment  

Performance measures are a prerequisite of effective planning, implementation and exe-

cution of any project (Hervani, Helms, & Sarkis, 2005). Consequently, communicating 

sustainability goals to supply chain partners along with incorporating appropriate meas-

urement into suppliers’ assessment system is a key to ensure supplier’s commitment to 

act sustainably during production of their products and services (Tate, 2014). There are 

various approaches to measure supplier’s performance on sustainability, but the most 

common are: 

 Self-assessment 

 On-site audit 

 Supplier sustainability scorecards  

Self-assessment is one of the most common tools for supporting sustainable sourcing 

strategy (HEC / EcoVadis, 2013). This is a quick and simple tool for anonymous 

benchmarking. It facilitates to assess company’s strengths and areas for improvement 

according to competitors and buying company’s requirements. Usually, it has a form of 

online survey, which also functions as a learning tool providing suppliers with learning 

materials and guidelines for improvements (United Nations Global Compact, 2014).      

Self-assessment evaluation is an important part of supplier pre-selection process as it 

helps to mitigate the amount of on-site checks and audits. However, on-site monitoring 

is still a common practice for assuring supplier’s compliance with the code of conduct. 

According to UNCTAD (2012) 89% of companies that are industry leaders use on-site 
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audits to verify code of conduct compliance and 76% of them use external parties such 

as third-party auditors, NGO’s or industrial incentives.  

Sustainability audit is used to assess sustainability performance of the supplier and its 

compatibility with a code of conduct and a number of normative frameworks, interna-

tional standards and industry initiatives, namely the UN Universal Declaration of Hu-

man Rights, the United Nations Global Compact; International Labor Organization con-

ventions, OECD guidelines; international standards ISO 9000, ISO 14000 and ISO 

26000; industry initiatives such as Business Social Compliance Initiative (BSCI), EICC 

(UNCTAD, 2012). The scope and areas for audit depend on corporate’s size, industry 

and world span. Audit is an important part of sustainability efforts of companies, as it 

calls for accountability and transparency in areas which are of high interest to stake-

holders. The raised attention to issues of sustainability has moved toward independent 

verification of corporate’s performance. Audit of suppliers may be conducted by both a 

buying organization and third-party provider. There is ongoing awareness regarding de-

veloping universally accepted audit scheme, which would greatly enhance credibility, 

consistency and interchangeability of audits (Coyne, 2006). Companies are aware that 

supplier may try to hide facts of violations and therefore they practice unannounced au-

dits, interviews with both management and workers of the supplier. The frequency and 

format of audit may differ from company to company. Some companies require their 

suppliers to conduct audit before the first shipment to a buyer and the next follow-up 

audit is expected in several years. Other companies may require assess their suppliers on 

a more regular basis, up to every six month (UNCTAD, 2012).  

 

Figure 2-3: Example of audit cycle (Philips, 2013) 

The supplier sustainability scorecard is a tool that is assigned to incorporate environ-

mental and societal issues in purchasing decisions within a company. Suppliers are re-

quested to report their sustainability achievements directly related to the buying compa-

ny. The primary goal of supplier scorecard is to measure and remunerate suppliers for 

sustainability achievements (Procter&Gamble, 2014). Accordingly, suppliers with high 

scores get priority in purchasing orders (UNCTAD, 2012). 
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2.2.3.6 Corrective action plan 

UNCTAD (2012) research shows that most of the companies are unwilling to terminate 

relationships with suppliers in case of non-compliance, but rather aim to help their sup-

pliers to eliminate defined risks. Customers break relationships with suppliers in cases 

of extraordinary violations that have led to brand destructions or reluctance to take steps 

towards improvements. If the case of non-compliance is defined, supplier is expected to 

develop and implement corrective action plan. Buying organizations require immediate 

corrective actions in case of non-compliance in the areas of zero tolerance (for example 

confirmed child labor use). At the same time important, but less urgent issues may be 

fixed during the defined periods. For example, 15 days may be given to submit a correc-

tive action plan and 30 to 180 days to solve mentioned issues (UNCTAD, 2012; Philips, 

2013). Buying organizations take active participation in corrective action plan imple-

mentation, by means of approving plans, conducting resolving audits and providing as-

sistance to suppliers.  

2.2.3.7 Capability building programs 

UNCTAD (2012) claims that properly conducted corrective action plans may have the 

essential effect on supplier’s development. Active involvement of buying organizations 

in corrective action plans considerably increases the outcomes of such actions, compar-

ing to those where buyers only audit implementation results. Focal companies are aware 

of their critical role in fostering suppliers’ development and, therefore, actively promote 

it by providing technical support; transferring knowledge, know-hows and up-to-date 

technologies; and setting financial incentives or assistance. Besides, suppliers’ devel-

opment generates financial returns to buyers. Therefore, many companies establish own 

suppliers’ development programs and create dedicated departments. Nestle reported 

saving 5 billion dollars in five years by developing more than 70 Indian suppliers 

(Nestlé, 2014).  

Typically, capability building programs are focused on root causes of non-compliance 

cases. The goal is to implement such management system that will forestall emergence 

of non-compliance cases in future (UNCTAD, 2012). Besides, important part of the 

supplier development programs is guidelines on best practices. Such guidelines serve as 

a benchmark tool by sharing practices that have already shown superior results in adja-

cent areas. Best practices are a part of international management standards such as ISO 

9000, ISO 14001 and ISO 26000 (Nash & Ehrenfeld, 1997; ISO 26000, 2014).  

2.3 Summary 

In response to economic, societal and climate challenges business has launched a num-

ber of sustainability initiatives. The core principle of all sustainability programs is that 

our generation has to meet present needs without compromising the ability of future 

generations to meet their own needs. Besides, sustainability programs go further and 

pay much attention to job conditions, safety and fair workers treatment. Accordingly, 

the key dimensions of sustainability are social, environmental and economic issues. 

Recently, a discussion on sustainability has shifted into supply chain context, as there is 

a clear understanding of essential role of suppliers in supply chain functioning and con-

tribution to the performance. Therefore, discussions about sustainable supply chain 

management move beyond the borders of a single enterprise and involve supply chain 
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partners, and collaboration with them. Notions of sustainable sourcing and green pro-

curement have gained much attention. 

Sustainability strategy has an essential impact on sourcing practices. The results are in-

corporating life-cycle thinking into supply chain decisions, more collaborative relation-

ships with suppliers including joint projects, knowledge sharing and capabilities build-

ing. At the same time, there is no single approach to sustainable sourcing. The most no-

torious approaches and tools of sustainable sourcing were defined. These tools are creat-

ing commitment to the code of conduct; collective industry and multi-stakeholder initia-

tives; life-cycle analysis; risk evaluation; supplier assessment; corrective action plans 

and capability development programs. 
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3 Methodology  

This chapter introduces the research philosophy, strategy and the research design ap-

plied in this study. Furthermore, the data collection and data analysis techniques will 

be explained, and the trustworthiness of the study will be clarified. 

3.1 Research Philosophy 

A comprehension of ontology and epistemology is fundamental for each researcher. 

These two philosophical underpinnings significantly influence the selection of research 

design, research approach and data collection techniques (Guba & Lincoln, 1990). 

 

Ontological paradigm is concerned with how reality is constructed, if it exists inde-

pendently of individuals’ perceptions and interpretations of this reality (Ritchie & Lew-

is, 2003; Yin, 2008). Two main ontological schools of thoughts are objectivism and 

subjectivism (Saunders, Thornhill, & Lewis, 2009). In objectivism paradigm reality is 

represented by only one truth which is independent of the human perception (Guba & 

Lincoln, 1990). Therefore, the researcher is viewed as neither being influenced by the 

investigated subject neither being an influencing factor (Saunders et al., 2009) whereas 

in subjectivism view reality is multiple and context-specific. It differs based on social 

constructed meanings, beliefs and interpretations of individuals (Ritchie & Lewis, 

2003).  

 

Epistemology addresses issues concerning how one can collect specific knowledge and 

how one can know about the true reality (Ritchie & Lewis, 2003). Researchers distin-

guish between positivism and interpretivism. Positivists stress out that reality can only 

be studied objectively through e.g. measuring (Bryman & Bell, 2011). On the contrary, 

interpretivists believe that different perceptions exist among people which are based up-

on individual beliefs, values and cultural differences. In an interpretive approach, differ-

ent truths coexist and the meanings behind them should be investigated profoundly 

(Guba & Lincoln, 1990; Saunders et al., 2009; Yin, 2008).  

 

Ontological stance of this paper is subjective, and we take an interpretivist’s approach. 

We believe that the reality around us is multi-faceted and dependent on one’s beliefs 

and understanding. We as researchers are influenced by others and our research topic as 

well as our results will be influenced by our own underpinnings and beliefs. We 

acknowledge that practices are context-dependent and especially sustainability reports 

may represent the reality created by each company with a certain purpose.  

3.2 Research Approach  

There are two contrasting theories to design and build theory: the deductive approach 

and the inductive approach (Crowther & Lancaster, 2009). In a deductive research pro-

cess, hypotheses from established theories and propositions are formulated, subsequent-

ly tested with statistical research methods and finally confirmed or disproved by the re-

searcher (Saunders et al., 2009). Further, already existing theory has to be modified and 

adjusted to the conclusions drawn from the analysis. 

 

On the contrary, inductive approach requires first to collect empirical data without any 

influence and constraints by already existing theoretical knowledge. Collected empirical 
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material is further analyzed, and researcher draws conclusions about the investigated 

phenomenon from empirical data through interpretations. As an outcome, new theory is 

developed based on the conclusions (Bryman & Bell, 2011). Context of the studied area 

is more likely to be in center of attention within an inductive approach. Induction is of-

ten applied to understand why something is happening and not to describe how some-

thing is happening (Saunders et al., 2009). 

 

Considering the purpose of our study, we applied the abductive approach which com-

bines both deductive and inductive approaches. This is in line with Saunders et al. 

(2009, p.127) who states based on their experience in research that a combination of de-

duction and induction is not only possible but is also advantageous. The deductive part 

of our research was the extensive literature review in order to introduce our reader to 

our research and to find explanations for some of our empirical findings. In the induc-

tive part of our study, the empirical data from sustainability reports and the data from 

the theoretical framework are used to develop our conceptual framework. Further, this 

initial framework was reviewed in the course of the interviews and, as a result adjusted 

and finalized.  

3.3 Research classification 

The choice of the study can be further classified as exploratory, descriptive or explana-

tory. This choice is mainly influenced by the knowledge which already exists within the 

researched area (Saunders et al., 2009). 

In the course of our thesis, we would like to explore how companies awarded as leaders 

on sustainability issues manage and ensure sustainable sourcing practices in their supply 

chains. Based on gained knowledge, information from the literature review and empiri-

cal findings we aim to develop a framework with those practices that could be used by 

other companies and practitioners. Considering the aim of this study, our thesis resem-

bles an exploratory study. The choice is in line with Saunders et al. (2009) who define 

an exploratory research as being valuable in order to identify new insights and to evalu-

ate phenomena in a new light.  Further, ensuring sustainable sourcing remains an under-

researched area. Therefore we need to be prepared to get unexpected outcome, to stay 

flexible and hence to shape directions for further research (Ghauri & Grønhaug, 2005; 

Saunders et al., 2009) 

3.4 Research Design 

Research can be further classified as qualitative or quantitative. It has implications on 

the choice of data collection techniques and data analysis procedures (Saunders et al., 

2009; Easterby-Smith, Thorpe & Lowe, 2002; Thomas, 2004). This decision is mainly 

influenced by the purpose and objectives of the study. The main distinction between the 

two approaches is the focus on numeric or non-numeric data (Saunders et al., 2009).  

 

In this paper, the underlying investigation has the qualitative multi-method approach by 

combining an extensive literature review, detailed review of sustainability reports and 

semi-structured interviews. The qualitative approach is chosen due to the use of non-

numeric data in order to gain in-depth knowledge and deeper understanding about the 

investigated phenomenon (Fisher, 2007; Yin, 2008). The choice of a multi-method ap-

proach that includes more than one data collection technique either qualitative or quanti-

tative is employed to capture the complexity of the reality properly and to increase the 
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trustworthiness of our study. Firstly, the review of sustainability reports was carried out, 

and existing literature was reviewed. As a result of the data analysis, an initial frame-

work was developed. In the following, four semi-structured interviews were conducted, 

and one e-mail response to our semi-structured interview guide was collected to verify 

the first draft of our framework and to obtain important in-depth information about 

sourcing practices in real business context in order to improve and refine our frame-

work. 

3.5 Research strategy 

The research strategy applied is grounded theory. Grounded theory is described by 

Saunders et al. (2009) as being suitable for developing and building theory. According 

to Saunders et al. (2009), it is often a combination of induction and deduction in order 

to explore business and management issues. Usually data is collected without any initial 

theoretical framework. Then this data is used to build theory that might be tested with 

other research techniques. Since the theory is developed from data generated, formation 

of a theoretical framework is not common prior to the data collection. However, 

Suddaby (2006) argues that also in grounded research it is important not to ignore exist-

ing theory before the data collection and analysis. 

 

The aim of our study is to develop a framework which incorporates practices for a focal 

company to ensure sustainability of their inbound supply chain. The conceptualization 

of such a framework is a completely inductive process. An initial literature review was 

conducted prior to the data collection which is in line with Suddaby (2006). The pur-

pose of our literature review was to identify if any thorough research was already done 

in our field of study, to introduce the reader into our topic and to collect relevant infor-

mation that might be of relevance for the analysis of the reports and development of the 

conceptual framework. The confirmation of a non-existence of such a framework was 

the starting point for our data collection. The review of sustainability reports was con-

ducted independently from the literature review. We read all the reports, collected rele-

vant information (see appendix), subsequently categorized and restructured to be able to 

conceptualize the first draft of the framework based on that collected empirical data and 

the information from the literature review. Subsequently, interviewees were conducted 

to elaborate and validate our framework. First, interviewees were asked about their sus-

tainability practices and then the conceptual framework was presented to them in order 

to obtain feedback about the structure and applicability of the framework. Further, we 

asked for improvement recommendations. In the final step, we adjusted the first draft of 

our theoretical framework with the help of the insights from the interviewees. 

3.6 Time horizon  

A research can be further classified as being either cross-sectional or longitudinal 

(Saunders et al., 2009). Whereas cross-sectional research focuses on the investigation at 

a particular moment of time, longitudinal studies are aiming to investigate evolvement 

and changes of a specific context-dependent phenomenon over time (Yin, 2008). Our 

paper is a cross-sectional study since the data was collected over a limited period of 

time. The sustainability reports represent a snapshot of company’s practices over a de-

termined time interval. Also the interviews capture the knowledge within a particular 

time frame without further investigating the possible changed knowledge and percep-

tions of the interviewees. 
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3.7 Data Collection 

3.7.1 Literature Review 

“Literature review is a systematic, explicit, and reproducible method for identifying, 

evaluating, and synthesizing the existing body of completed and recorded work pro-

duced by researchers, scholars, and practitioners.” (Fink, 2010, p.3). Considering the 

strategy approach of this paper, grounded theory, conducting a literature review enabled 

us to verify the non-existence of a similar framework, to refine our purpose and research 

questions, to get an initial understanding about sustainability issues in the supply chain, 

especially on the supply-side, further to place our paper within the research arena, to in-

troduce the reader into our topic and finally to comprehend some of the common used 

practices. 

In the initial step, databases ABI/Inform, Science Direct and many others were used to 

find scientific articles that were relevant for the research field in focus. The articles 

were explored regarding the relevance for our studied area as well as screened with the 

snowballing approach identifying additional relevant articles and books for further read-

ing (Bryman & Bell, 2011). The majority of used journals were in the fields of supply 

chain management, corporate social responsibility, purchasing, operations and produc-

tion management. The key words that were used were related to sustainability, sustaina-

ble supply chains, sustainable sourcing, environmental purchasing, green supply chain 

management, supply chain collaboration, shared value and corporate social responsibil-

ity. 

The literature review was continuously refined during the writing process as it would 

only consist of valuable information for the audience and the analysis. 

3.7.2 Sustainability reports review  

The review of sustainability reports is essentially an archival research. In archival re-

search, administrative records and documents are used as the principal source of data 

(Saunders et al., 2009). Yin (2008) argues that it is important to have backup evidence 

from different primary and secondary data. Thus, the documents such as the newspaper 

articles, administrative documents, annual reports, formal policies, vision statements 

and internal documents (Simons, 2009), and such in our case the sustainability reports, 

can be collected through various sources. Using documents as a source allow the re-

searcher to substitute for certain activities, to collect more empirical data about the re-

searched topic and hence, enrich the collected empirical material. Saunders et al. (2009) 

emphasize the importance for a research to analyze those types of data since these doc-

uments are originally conducted for a different purpose and represent only a part of the 

reality. Therefore, the data collected might be constrained by the nature of the docu-

ments and precise information might be missing. 

In our research, we decided to examine qualitative primary data, in our case namely the 

sustainability reports and sustainability / responsibility section on the corporate websites 

of twelve companies that were Industry Leader in the Dow Jones Sustainability Index in 

2013 (s. Table 3-1). Those companies were chosen because they as being awarded by 

the Dow Jones Sustainability Index represent best cases of a particular industry on the 

issues of sustainability and sustainability reporting. Companies from the following in-

dustries: Banks, Commercial & Professional Services, Consumer Services, Diversified 



 

 
19 

Financials, Energy, Insurance, Media, Real Estate, Software and Services, Telecommu-

nications Services, Transportation and Utilities were excluded from the review because 

they did not source any materials; thus traditional physical sourcing was non-existent.  

 

Figure 3-1: Industry Group Leaders 2013 (RobecoSAM, 2013) 

The review of sustainability reports was employed because the reports summarized 

firm’s activities in the area of sustainability during a particular period, in our case for 

the year 2012 or 2013, depending on the reporting period of each company. The reports 

were downloaded from company’s official websites. Further, company’s websites were 

used to get additional, more detailed information about topics mentioned in the sustain-

ability reports. The main questions of the review to answer were: How does a company 

assess the sustainability of their suppliers? How does a company stimulate its suppliers 

to behave sustainably? Are there any practices that are common for most of the compa-

nies? The review of sustainability reports was beneficial for our study in terms of the 

possibility to collect a larger sampling size in a highly resource-efficient way. In addi-

tion to cost-efficiency, the review of sustainability reports is related to a high degree of 

convenience since the reports are easily accessible to the public via company’s web-

sites. The collected data is used as the foundation for our framework. The most frequent 

practices were grouped and built the main steps for our conceptual framework. Addi-

tionally, the framework includes data from the literature review as means of verifica-

tion. 

Since the reports were published with a specific purpose by the companies, certain in-

formation about sustainability activities by a particular company might be not included 

for the public audience. However, the number of conducted report reviews, the choice 

of reports that were awarded by the Dow Jones Sustainability Index and the similarity 
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of mentioned practices by several companies increases the validity and generalizability 

of our findings. 

3.7.3 Interviews 

According to Simons (2009), interviews as one of the most widely used qualitative data 

collection methods enable to gain a greater understanding of the researched topic and to 

facilitate an in-depth analysis. The interviews in our study were of semi-structured na-

ture. We followed a list of predesigned questions around our framework (see Appendix 

1) in order to structure the interview, to cover the subject of our interest and to guide the 

respondent. Due to the semi-structured approach we had the freedom to formulate addi-

tional questions as the conversation developed (Bryman & Bell, 2011). In addition to 

our interviews (one personal and three Skype interviews), we had one respondent who 

answered our interview questions in a written form and sent it via mail to us.  

Prior to the interviews, our conceptual framework was developed. The purpose of the 

interviews was to obtain new insights into sustainable sourcing, to verify our frame-

work, to obtain additional information and to refine the framework. 

Sampling technique used in this paper is the non-probability, judgmental sampling with 

purposive sample selection (Saunders et al., 2009). That means that the researcher se-

lected interviewees who were considered as the most appropriate for the purpose of our 

study. Several supply chain managers from various companies were contacted and were 

asked to participate in the research process by answering interview questions concern-

ing our developed framework and company’s management of sustainable sourcing.  

However, many of them refused to participate in the research due the limited time frame 

and work overload. For instance, managers postponed the interviews or simply did not 

answer our e-mails. 

3.7.3.1 Respondents 

For the most part, the interviews were conducted during April, 2014. One reply was ob-

tained through written feedback (e-mail) to our questionnaire. Information about inter-

views is provided in Table 3-1. Beforehand, interviewees were introduced to the pur-

pose of the study, agenda for the interview and the approximate duration. This enabled 

respondents to be prepared and answer questions while keeping the focus on the aim of 

our study (Stake, 1995). In addition, terms of confidentiality were assured. In order to 

assure reliability of interviews all participants are employed within supply chain man-

agement positions. Moreover, 2 out of 4 companies recently were recognized by recog-

nized industry awards for successful sustainability programs (Unilever, 2014; Philips, 

2014).  

Philips is a Dutch multinational technology company with a focus on lightening, 

healthcare and consumer lifestyle areas. Philips is one the largest lightening producers 

in the world. In 2013, Philips reported sales of EUR 23.3 billion. It employs approxi-

mately 115,000 employees with sales and services in more than 100 countries (Royal 

Philips, 2014). 

Our respondent: Fons van Gijsel, a Supplier Sustainability Program Manager. He is in-

volved in managing Carbon Reduction Program, Sustainability Governance process and 

Supplier Sustainability Audit Program. He has worked for 14 years in different posi-
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tions at a procurement department of Philips. The procurement department is one re-

sponsible for handling sustainability issues on a suppliers’ level within the company.  

Table 3-1: Interviewees 

Interviewee Company Interviewee position 
Method of  

interview 

Fons Philips Supplier Sustainability Program Manager 
Personal 

Skype call 

Johnny Xindao Supply Chain Manager Skype call 

Magnus Conlogic Managing director Skype call 

Maria Unilever 
President of Unilever’s European business 

Business partner in supply chain management 

Webinar 

Written feedback 

 
Xindao is a Dutch company, a well-known supplier of promotional items and gifts. The 

company has offices in the Netherlands, Scandinavia, England, Germany, France, Italy, 

Spain, the United States, Hong Kong and Shanghai. Company has a strong presence in 

China, where 99% of products are produced. There are also some assembling facilities 

in Romania. 

Our respondent: Johnny de Witte, a Supply Chain Manager. Responsible for logistics 

operations within the entire supply chain: coordination of TPL, inbound- and outbound 

logistics. Johnny is experienced in logistics, wholesaling and purchasing. He holds the 

current position for the last five years. 

Conlogic AB is a Swedish consultancy company with competence in the following are-

as: sustainability management, sustainable logistics management and survey services. 

The company was established in 2003. Currently is has three constant employees and 

relies on free-lancers.  

Our respondent: Magnus Swahn, a managing director at Conlogic AB. Experienced 

from ASG and Green Cargo. Magnus has worked within transport logistics for over 25 

years. His experience also includes work in IT, production, safety and security; and en-

vironmental issues as well as sustainable logistics.  

Unilever is an Anglo-Dutch multinational consumer goods company. It produces food, 

beverages and personal care products. Unilever is the third world’s largest consumer 

goods company by revenue, which accounted to 49.8 billion Euros in 2013. It employs 

174.000 people in around 100 countries. 

 

Our respondent: In order to get an interview, we contacted the PR department of Unile-

ver in Russia. The answer was provided by PR-officer in written form by email. Ac-

cording to our respondent, answers were provided by a person that holds a position of 

the Business partner in supply chain management. Professional pathway and back-

ground were not provided. Besides, we participated in a webinar ‘Leading Business 

Sustainably’ which was conducted by the President of Unilever’s European business. 

During the webinar, we asked a question about company’s sustainability efforts and 

how they are conducted in terms of relationships with suppliers. 
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3.8 Data Analysis 

The data analysis was carried out in line Saunders et al. (2009) who recommend analyz-

ing the data in the following steps: summarization, categorization and structuring. The 

decision for this particular analysis process was given by the richness and the nature of 

collected qualitative data as being non-standardized. The vast amount of information 

had to be condensed, grouped and restructured to facilitate meaningful analysis 

(Saunders et al., 2009). Firstly, we described our data meticulously, so no data was lost 

during the analysis process. The data from the report review and its sources were col-

lected (see Appendix 2). At the beginning information from reports, was structured 

company-wise and the practices were just listed. As we recognized the reoccurrence of 

certain practices by several companies, we categorized data along the practices in addi-

tion to the company dimension. In the final step, we restructured categories in the way 

that we perceived as being logical. In that case, the logic was to structure the practices 

along a time-dimension, namely which practices a company should undertake first, sec-

ond, third, etc. in the monitoring process of supplier’s sustainability performance. In 

addition, valuable examples and insights from our literature review were added to par-

ticular categories as backup evidence. 

Information gathered while the interviews was recorded, and transcripts were written 

shortly afterwards. Relevant information from the interviews and the e-mail response 

was then categorized according to main phenomena discussed. In addition, in line with 

Crowther and Lancaster (2009) who state that it is possible to quantify qualitative data 

with an informal approach, we quantified the data from the reports in terms of the fre-

quency of the occurring methods in reports. It was useful to quantify the frequency of a 

reoccurring data and further, if needed, to omit insignificant data. More frequent used 

methods were considered as being more popular, but we did not draw any conclusion 

about the relevance and suitability of these practices. The reoccurrence of practices was 

summarized in a table enabling the reader to easily identify the most common practices 

used by the analyzed companies. 

The first draft of our framework was developed based on the literature review and the 

empirical findings from the sustainability reports analysis. The steps in the framework 

were the most reoccurring practices identified. In the next step, our conceptual frame-

work was reviewed and altered by taking into consideration information from the inter-

views. Some steps were grouped together and restructured in a way advised by inter-

viewees.  

3.9 Credibility of the Research Findings  

Quality of study should be ensured in order to indicate that the findings are trustworthy 

and scientific. Therefore, in the following the concepts of reliability and validity will be 

explained, and its application to our paper described. 

3.9.1 Reliability 

Reliability is defined as the extent to which the study would yield consistent findings if 

replicated correctly in a similar way (Saunders et al., 2009). The main concerns with re-

liability are the possible bias which can arise during the data collection process. Saun-

ders et al. (2009) distinguish between participant errors, participant bias, observer errors 

and observer bias. Participant error is likely to occur if the respondent is influenced by 

external factors such as interview atmosphere, personal well-being, etc. Participant bi-
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ases emerge when the respondent does not provide complete information (Robson, 

2002). Observer error means that the interviewer might ask questions in a different way 

due to its own opinion about the researcher area and the context in which the interview 

takes places. This might influence the participant’s responses. Observer biases indicate 

an influence of observer’s perceptions and values on data interpretation. An inappropri-

ate sampling technique might cause additional bias (Saunders et al., 2009). 

In the case of the reports review, only observer bias might occur. In order to delimit ob-

server bias, both authors interpreted the data. Further, the sampling size of 12 reports 

might be perceived by the reader as being too small for such research. However, in the 

course of the analysis we reached a theoretical saturation. All companies used similar 

practices as demonstrated in the summary of our empirical findings. The main differ-

ences were in size of the reports and wording. Therefore, we believe that a larger sam-

pling size would not reveal any new breakthrough information.    

Since the interviews took place mainly via Skype, the interviewees were in a familiar 

setting enabling to decrease the possibility of participant errors. To minimize participant 

bias, interviews were scheduled in advance. Thus, interviewees were able to prepare and 

to give proper complete answers. Respondents were talking freely around the topic and 

seemed not to hold any information back. In addition, interviews were conducted with 

three respondents and one written response was collected. It allowed to capture different 

perceptions and to reduce bias and errors caused by the respondents.  

3.9.2 Validity 

As well as reliability, validity is used to identify the quality of the study. It explores 

whether a research method measures what it supposed to measure (Cooper & Schindler, 

2000; Crowther & Lancaster, 2009). It is closely related to the accuracy, relevance and 

precision of measured data and data analysis (Thietart, 2001). Special attention is paid 

to the selection of data collection techniques and quality of gathered data which should 

fit the purpose. It implies that even if data collection was performed properly, results 

may be meaningless and misleading to answer the purpose (Crowther & Lancaster, 

2009). Validity can be subdivided into external or internal validity (Cooper & 

Schindler, 2000).  

Bryman and Bell (2007) argue that in case of qualitative research the analogue to inter-

nal validity is credibility. It is concerned with the question whether the empirical find-

ings are believable. To ensure that collected empirical material is appropriate to answer 

our research questions, following steps were taken. First, sustainability reports were re-

viewed which were awarded by the Dow Jones Sustainability Index. This ensured that 

the reports are conducted in accordance with international regulations and are trustwor-

thy. Further, triangulation of the research techniques – in our case use of several data 

collection techniques, namely reports review, semi-structured interviews and literature 

review – enhance validity of our paper and enables a wider picture about the researched 

topic. Interviews were conducted to verify our interpretation and hence, increase credi-

bility of our findings. The interviewees were selected based on their position within the 

company. Only managers were interviewed which were supposed to be in possession of 

the relevant information and having adequate knowledge. Further, feedback on research 

design from our colleagues and our supervisor helped us to collect valid data for the 

purpose of this research. To increase the credibility of our findings, the report review is 

attached in the appendix. 
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We are aware of the fact that results from qualitative, in-depth research is not intended 

to be generalized to the same degree as the quantitative findings. However, Bryman and 

Bell (2007) describe transferability as an analogue to external validity. Hence, in a qual-

itative study the researcher analyses whether findings may be transferred to other con-

texts. We believe that our framework might be used by other companies that are plan-

ning to implement sustainable sourcing practices. Different practices can be adjusted to 

the context each company is embedded in. 

3.10 Limitations 

As for any other research, also our study is a subject to limitations. A limitation of the 

study is related to the review of sustainability reports. Only companies that were listed 

in the Dow Jones Sustainability Index as an Industry Leader 2013 were analyzed in the 

course of our research. Thus, companies that might have even more effective practices 

but due to a lack of resources to publish a report are excluded from our analysis. Addi-

tionally, companies might not publish certain information in their reports or on their 

websites. Therefore, there might be some practices that are used by companies, but are 

not available for the public. 

Our analysis is further limited by the number of the interviewees. Since only one man-

ager per company was interviewed, there is a higher chance that we received only one 

perspective on sustainability from this particular company. A further limitation of the 

study is the lack of purchaser’s perspective on the field of our study since we had a fo-

cus on the upstream supply chain analyzing sustainability on the supply side. The final 

customer perspective has to be analyzed in further studies. 

Another limit of the study is the excess of collected empirical data. By categorizing and 

prioritizing our data, we reduced the amount of information and processed only the one 

who was of high importance for our further analysis. But these categorization and prior-

itization were made based on our own perception about what may be relevant and of in-

terest for practitioners. Other researchers may evaluate the relevance differently. 

A final limitation of our study is the possibility of “greenwashing” in sustainability re-

ports. That means that a company might present itself as being more sustainable than it 

is in fact. This arises out of the fact that there are any internationally compulsory agreed 

standards for reporting (Watson & MacKay, 2003). 
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4 Empirical Findings  

This chapter reflects empirical findings of the thesis. The findings are presented in two 

main sections: sustainability reports review and interviews. Within the section, the data 

is further divided into categories that were derived from the empirical findings. Infor-

mation obtained from interviews is structured according to the main phenomena de-

fined. 

4.1 Sustainability reports 

The practices with its applicability by each company from sustainability reports review 

is presented in Table 4-1. All companies were Industry Group Leaders in the Dow Jones 

Sustainability Index in 2013 (RobecoSAM, 2013). Out of 24 companies only 12 were 

analyzed due to the lack of sourcing activities of products and raw materials of the other 

12 companies. The reports used are from 2012 or 2013 depending on the reporting peri-

od of each company. The size of the reports varies significantly between companies. For 

instance, Nestlé produced a 309-page long report. In comparison, Henkel’s report was 

48 pages long. Detailed report review results are attached in the appendix. 

Table 4-1: Empirical data from sustainability reports review (compiled for this thesis) 

 

4.1.1 Suppliers’ Code of Conduct 

All companies are using a Supplier’s Code of Conduct including standards for environ-

mental, social and economic sustainability. The Code of Conduct should be signed by a 

supplier prior to the start of the collaboration and re-signed on a regular basis. The term 

“Code of Conduct” is not used by all companies; instead companies name their code of 

conducts “guidelines”, “standards” and “requirements”. 

For instance, Panasonic introduced their Green Procurement Standards already in March 

1999. This version was updated in 2012 as a result of the alignment with the new envi-

ronmental action plan “Green Plan 2018”. The goal of the Panasonic’s Procurement 

standards is to "to build a group of suppliers who agree with […] environmental policy 

and provides products and goods to Panasonic, to reduce the environmental impact of 

their business activities, share achievements through collaboration, and encourage up-
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Volkswagen AG Germany x x x x x x x x x x x

Siemens AG Germany x x x x x x x x x x x

Panasonic Corp. Japan x x x x x x x x x

Woolworths Australia x x x x x x x x

Nestle SA Switzerland x x x x x x x x x

Abbott Laboratories United States x x x x x x x x x

Henkel AG & Co KGaA Germany x x x x x x x x x x x

Akzo Nobel NV Netherlands x x x x x x x

Roche Holding AG Switzerland x x x x x x x x x x

Lotte Shipping Ltd South Korea x x x x x x x x x

Taiwan Semiconductor 

Manufacturing Co Ltd Taiwan x x x x x x x x x x

Alcatel-Lucent France x x x x x x x x x

Total Number 12 9 8 9 12 6 8 12 10 11 6 10

Percentage 100,00% 75,00% 66,67% 75,00% 100,00% 50,00% 66,67% 100,00% 83,33% 91,67% 50,00% 83,33%
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stream suppliers in our supply chain to reduce their environmental impact." (Panasonic 

Corporation, 2014, p.92). Volkswagen AG requires their suppliers to acknowledge their 

code of conduct at a 12-months interval (Volkswagen AG, 2013). 

Further, the Codes of Conduct are reviewed by companies on a regular basis. The re-

view is conducted in collaboration with various stakeholders and in accordance with the 

latest versions of international guidelines and requirements. 

Volkswagen AG reviews the modules and structures in cooperation with the Forum for 

Sustainable Development of German Business (econsense), the German Automobile In-

dustry Association (VDA), the Extractive Industries Transparencies Initiative (EITI) or 

the European Automotive Working Group on Supply Chain Sustainability (CSR Eu-

rope) (Volkswagen AG, 2013). 

4.1.2 Department on sustainability issues 

75% of the companies established an own board or department which is responsible for 

sustainability issues. The organizational structure and the embeddedness into the com-

pany differ between companies. In some cases, the board is directly reporting to the 

CEO or management board. 

At Roche, the Corporate Sustainability Committee (CSC) “is responsible for developing 

the Group’s sustainability strategy and guidelines, and reports on related activities and 

progress” (La Roche Ltd., 2014a). Social, environmental and ethical risks are regularly 

assessed by the CSC which consists of a core team, working group and expert group. 

The Corporate Sustainability Committee Charter regulates committee’s mission, struc-

ture, procedures and relationships to other parts of the organization (La Roche Ltd., 

2014).  

Nestlé established a quarterly Creating Shared Value (CSV) Alignment board that in-

cludes as an umbrella organization five Execute Board members. The CSV alignment 

board manages strategic implementation of CSV concept across all businesses. The Ex-

ecute Board provides input and confirmation to the CSV Alignment board. In addition, 

the Nestlé CSV Advisory Board consisting of twelve experts in corporate strategy, nu-

trition, water and rural development meets annually to discuss opportunities and chal-

lenges for Nestlé and evaluate the process in terms of sustainability at Nestle. The CEO 

by taking part in the CSV Alignment Board and the CSV Advisory Board enables 

alignment between the two boards. A number of other governance bodies such as Oper-

ations Sustainability Council, Issues Round Table, Water Task Force, Audit Committee, 

Risk Management Committee, R&D Council for Sustainability and Nutrition, and the 

Group Compliance Committee complement the CSV Advisory and Alignment Boards 

(Nestlé, 2013). The organogram is presented in Figure 4-1. 
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Figure 4-1: Governance of CSV, sustainability and compliance 2012 (Nestlé, 2013) 

4.1.3 Training of procurement personnel 

Eight of twelve companies educate their procurement employees on the issues of sus-

tainability. The aim is to provide employees the with necessary information and to keep 

them up-to-date about sustainability issues, latest international and company’s regula-

tions. Training is conducted online or face-to-face.  

All procurement staff at Roche who is in contact with suppliers has to complete a face-

to-face or web-based sustainability training every 24 months. In 2012, 500 procurement 

employees completed training (La Roche Ltd., 2014b).  Lotte Shopping Ltd. conducted 

76 trainings for 6379 employees in 2012 (Lotte Shopping, 2013). At Nestlé, an Agricul-

ture Service Team consisting of 1.180 agricultural specialists and 12.000 support staff 

were trained in Nestlé’s Supplier Code in order to be able to provide advice, training 

and technical assistance to farmers on the efficient use and conservation of water, land 

conservation, access to clean water for farming communities, improving the status of 

women in rural communities, improving education (Nestlé, 2013). 

4.1.4 Suppliers’ development 

75% of the companies also conducted free-of-charge training for their suppliers. One 

can distinguish between classroom trainings and e-learning trainings. Both forms in-

clude information about company’s sustainability standards and requirements. At the 

end of an e-learning training often a self-check test has to be completed. The number of 

suppliers trained varies significantly between the companies.  

For instance, at Nestlé 273.808 farmers were trained through the capacity building pro-

grams (Nestlé, 2013), whereas, at Volkswagen AG, a mandatory e-learning module on 

their Group Business Platform was completed by 2420 suppliers in 2012 (Volkswagen 

AG, 2013). Also, Roche offers an e-learning program including information about 

Roche’s expectations regarding their Supplier Code of Conduct and industry standards 

for sustainability. The e-learning might be completed in English, Chinese, Spanish, Por-

tuguese and German. The aim of the e-learning is to ensure that suppliers are “conduct-
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ing their business in an ethical manner and acting with integrity; working against brib-

ery and corruption; upholding the human rights of workers and treating them with dig-

nity and respect; providing a safe and healthy working environment; operating in an 

environmentally responsible and efficient manner; using management systems to moni-

tor continuous improvement and compliance with of sustainability principles; jointly 

promoting innovation and driving cost reduction” (La Roche Ltd., 2014b). In 2012, al-

most 2000 supplier employees completed the e-learning (La Roche Ltd., 2014b).   

4.1.5 Risk assessment and supplier categorization 

All twelve companies conduct regularly risk assessment and categorize their suppliers. 

The categorization is based on the importance of the supplier to the business operations 

and the possibility of occurrence of risks associated with e.g. environmental perfor-

mance, working conditions and ethical behavior. 

Akzo Nobel identified as a result of their risk assessment critical suppliers from the high 

growth countries. Now they plan to develop a long-term partnership with that critical 

suppliers and promote joint innovation (Akzo Nobel N.V., 2014).  Also, Lotte Shopping 

Ltd. identified 564 major suppliers and categorized those in six risk classes (Lotte 

Shopping, 2013). Alcatel Lucent performs risk assessment of major suppliers on an an-

nual basis. In category where the risk level is excessive actions might be taken in order 

to ensure that supplier’s practices meet the requirements set by Alcatel Lucent (Alcatel-

Lucent, 2013). Henkel applies a risk assessment approach along two dimensions: poten-

tial risks in countries / markets and risk of value chains. Country risk assessment con-

sists of risks identified by international institutions as being of heightened risk including 

criteria such as human rights, corruption and legal environment and risk of value chains. 

Risks of value chains are identified by Henkel and incorporate industries and sectors 

which represent as certain risk for the company. As a risk assessment result, suppliers 

are classified according to the "traffic light" system (Henkel, 2013). 

4.1.6 IT platform / website for suppliers 

Only six out of twelve companies mention a website or IT platform for suppliers that 

include besides the information about general procurement procedures also a section 

about sustainability issues. Guidelines, latest regulations and requirements, e-learning, 

FAQ section and performance scorecard may be amongst others accessible through the 

website or IT platform.  

For instance, Volkswagen integrated their suppliers into the Group Business Platform 

which allows interactive functionality for the day-to-day business, accessibility to sus-

tainability guidelines and is used as a communication platform with their suppliers 

(Volkswagen AG, 2013). Abbott developed a “resources for suppliers” website: 

http://info.abbottsuppliers.com/static/index.html (Abbott Laboratories, 2011a). 

4.1.7 Suppliers’ self-assessment 

Eight out of twelve companies ask their suppliers to complete a self-assessment in the 

form of a survey or questionnaire prior to the audits. Each company focuses on different 

aspects of sustainability and the number of self-assessments conducted differs from 

company to company.  

http://info.abbottsuppliers.com/static/index.html
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In 2012, 7.812 Volkswagen AG suppliers completed a sustainability questionnaire 

(Volkswagen AG, 2013). Also at Panasonic 415 suppliers participated in the Green Pro-

curement survey which was designed to monitor the implementation of the standards. 

The questions were in areas “environmental management system development, thorough 

implementation of chemical substance management, reduction of greenhouse gas emis-

sions, promotion of resource recycling, promotion of water recycling, and biodiversity 

conservation” (Panasonic Corporation, 2013, p.92). Abbott’s supplier social responsi-

bility survey  includes questions about  working hours, ethical behavior among workers, 

level of encouragement of their suppliers about sustainability issues, animal welfare, la-

bor and wages information, health & safety information and environmental issues (Ab-

bott Laboratories, 2011b). 

4.1.8 Audits 

All companies use audits as a monitoring method. Onsite audits are conducted either by 

internal or external certified auditors. Companies might include a self-assessment prior 

to an audit. Subsequently to audits, focal companies might require their suppliers to im-

prove areas that do not fulfill all the predefined requirements. In addition, some compa-

nies mention offering their suppliers in the case of non-compliance support for the im-

provement process. The improvements are reviewed during the follow-up audits.  

Abbott Laboratories conduct audits with the support of external auditors in order to en-

sure “safe working conditions, dignified and respectful treatment of employees, respon-

sible manufacturing processes, adequate management system and ethical practices” 

(Abbott Laboratories, 2013, p.67). Roche conducted in addition to 885 quality audits, 115 

supplier sustainability audits worldwide.  The majority of these audits were conducted 

in non-OECD countries, with an emphasis on China, Latin America and Eastern Europe 

(La Roche Ltd, 2014c). If the misalignment with the requirements is detected, Roche’s 

procurement teams support their suppliers to develop a follow-up action plan for per-

formance’s improvement (La Roche Ltd, 2014d). Alcatel Lucent starts the improvement 

support with a kickoff meeting with the supplier to explain the process and expecta-

tions. Recommendations on how to address identified weaknesses are given by Alcatel-

Lucent, and an improvement plan is developed. In the following, the supplier takes cor-

rective actions and reports its progress to Alcatel-Lucent. Sustainable purchasing team 

reviews the send in documents and determines if the corrective action was satisfactory 

or if new recommendations need to be provided.  If the suppliers still does not meet the 

expectations, the supplier is obliged to reevaluate the improvement plan and to take ad-

ditional corrective actions on the weaknesses that have not yet been addressed (Alcatel-

Lucent, 2013). 

There is also a trend towards joint audits by several companies. In detail, a supplier will 

be audited by an external auditor who subsequently summarized the auditing results. 

The results are available for companies participating in such an initiative. The main 

benefits are on the supplier-side the decreased amount of audits at his site and focal 

companies can assess the sustainability performance of more suppliers in a more re-

source-efficient way. An example is the SEDEX Members Ethical Trade Audit used by 

Nestle that enables the supplier to be audited once and the audit results are distributed to 

all Fast Moving Consumer Goods companies using that audit (Nestlé, 2013). 
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4.1.9 Joint projects 

Almost 84% of the companies describe their involvement in projects with their suppli-

ers to address the issues of sustainability. Due to the large number of the suppliers, 

some companies focus only on their key suppliers. 

Since 2011 Alcatel-Lucent was working on 70 sustainability innovation projects with 

their suppliers.  In addition, they identified 72 key suppliers and held formal meetings 

with each of these 72 suppliers to discuss their partnership, the scorecard performance 

and business opportunities (Alcatel-Lucent, 2013). Henkel co-worked with their suppli-

ers in 2.422 joint projects on “process optimization, resource efficiency, environmental 

and social standards and innovations” with their strategic suppliers in 2013 (Henkel, 

2013, p.8).   

4.1.10 Meetings and conferences  

Other common practices are regular meetings or conferences with suppliers, purchasing 

personnel and other stakeholders, mentioned by 11 companies. Those meetings are 

mainly used to share best practices. The composition and setting of such meetings vary 

between companies. Companies even give awards to suppliers that showed an extreme-

ly exceptional performance in terms of sustainability practices.  

In 2012, Panasonic held the Panasonic Excellent Partners Meeting which could be at-

tended by each supplier worldwide (Panasonic Corporation, 2013). Roche, however, or-

ganized a Supplier Day only for 100 Chinese Suppliers in Shanghai in 2012. The Sup-

plier’s Day was used to educate suppliers about Roche’s sustainability requirements and 

the importance to comply with Roche Supplier Code of Conduct. Also, information 

about the audits was given during the meeting.  In addition to the Supplier’s Day for the 

Chinese suppliers, Roche held second Supplier Day in Basel in 2013 and invited 200 

suppliers in order develop innovative ideas on sustainability issues (La Roche Ltd, 

2014e). Nestlé organized a Creating Shared Value (CSV) Forum in 2012 in New Delhi, 

India with the purpose to emphasize the value of CSV in South Asia. Civil society, 

business representatives and 450 government representatives participated in the Forum 

(Nestlé, 2013). 

4.1.11 Supplier scorecard 

50% of the companies mention in their sustainability reports the use of a supplier score-

card which includes KPIs on sustainability. A scorecard is used to monitor supplier’s 

performance associated with environmental, social and economic issues. Any of the 

company reveals information about concrete metrics in use.  

For instance, Volkswagen AG uses a supplier scorecard with information on each sup-

plier including sustainability criteria. Based on that information Volkswagen AG draws 

conclusion about supplier’s environmental and social standards and then develops 

communication and collaboration strategies (Volkswagen AG, 2013). Also, Alcatel-

Lucent includes sustainability as one of the eight parts of their supplier’s performance 

scorecard (Alcatel-Lucent, 2013). Abbott Laboratories mentions additionally that the 

KPIs in their automated scorecard are defined in collaboration with each supplier and 

each supplier is monitored against the mutually defined KPIs (Abbott Laboratories, 

2011c). 
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4.1.12 Stakeholder involvement 

Ten out of twelve companies describe their involvement with various stakeholders in 

order to discuss company’s sustainability management practices. Since it is impossible 

to distinguish whether sustainable sourcing activities are discussed frequently, the over-

all involvement on sustainability issues is counted. In addition, companies are signato-

ries to various international organizations such as United Nations Global Compact and 

some are taking part in international conferences e.g. Rio 20+. 

Panasonic holds regular stakeholder roundtables (Panasonic Corporation, 2013). Also, 

Abbott Laboratories cooperates with the government, trade groups and local communi-

ties on the key business and environmental issues (Abbott Laboratories, 2013). Henkel 

even developed its Henkel Sustainability Master which is used as a tool to enhance the 

dialogues with its retail partners, NGOs, research institutions and other stakeholders. 

Further, Henkel takes part amongst others in Sustainability Consortium, the Consumer 

Goods Forum, World Business Council for Sustainable Development and Forum on 

Sustainable palm Oil (Henkel, 2013). 

4.1.13 Other 

In addition to the most common practices on sustainability enforcement, companies ap-

ply other different unique practices which should be mentioned in the course of our the-

sis. They are amongst others local sourcing, sourcing of renewable raw materials and 

certified products, life-cycle assessment, requirement for suppliers to obtain certain cer-

tifications, to adopt international standards and to encourage sub-suppliers to act sus-

tainably and termination of the partnership in case of non-compliance (see Appendix). 

Panasonic Corporation declared September as the compliance awareness month. "Dur-

ing the month, we emphasize the importance of compliance throughout the organization 

through the communication of ethical and legal compliance policies as well as our 

stance by core management, including the president, company presidents, business divi-

sion directors and regional representatives. We also conduct a Compliance Awareness 

Survey during the month" (Panasonic Corporation, 2013, p.153).   

 

Roche includes their high-footprint suppliers (GHG, water, energy and waste) in their 

environmental footprint reduction program which aimed a reduction by min. 10% till 

the end of 2015 (La Roche Ltd, 2014c).  

 

Woolworths source most of the products locally in order to decrease the environmental 

impact of its products and to be able to support local communities. For instance, 100% 

of its meat and 96% of fresh produce are grown in Australia (Woolworths Limited, 2013). 

Also, Nestlé source its raw materials locally through its Farmer Connect Program. They 

emphasize the employment opportunities to local people and reduction of transport-

related environmental impact. Already 456.000 dairy farmers, 190.000 coffee farmers 

and 43.000 farmers are part of the Farmer Connect Program (Nestlé, 2013). Companies 

using raw materials such as palm oil, cocoa, coffee and wood emphasize the increasing 

sourcing of certified alternatives of these raw materials. Nestlé purchases 13% RSPO 

certified palm oil and for cocoa it uses UTZ certification (Nestlé, 2013). 
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4.2 Interview results 

This section represents findings of the conducted interviews. Four companies have been 

asked about their approach for driving sustainable sourcing in extended supply chains 

and creating suppliers’ commitment to act in a sustainable manner. Besides, we asked 

our respondents to provide their feedback about the conceptual framework (Figure 5-1) 

derived from literature review and sustainability reports analysis. Interviews were ac-

complished through a number of semi-structured interviews (both personal and Skype 

calls), one written feedback and participation in a webinar organized by Unilever. Our 

findings will be presented in line with main phenomena defined during interviews. 

4.2.1 Drivers for launching sustainability programs 

According to our interviews, the key reasons for launching sustainability programs at 

the corporate level are brand protection (minimization brand related risks), opportunity 

to increase income through enhanced customers’ loyalty and their readiness to pay more 

for sustainable products; and reducing costs by utilization of new technologies. Also, 

sustainability incentives are expected to ‘fuel innovation’ within a company. Notewor-

thy goal is set by Unilever ‘fully decouple growth from environmental impact’ (Unile-

ver, written feedback, 2014-04-15) 

Moreover, all respondents mentioned personal motivation to make a difference and keep 

safe world for their children. Another reason to act sustainably is external pressure, 

which includes competitors’ pressure, consumers’ interest in CSR issues and request 

from shareholders in order to protect the brand. Also, two respondents have mentioned 

the need to do business according to the triple bottom line: profit, people, and the plan-

et. 

4.2.2 Alignment of financial and sustainability goals 

All respondents have shown unified view on the critical importance of aligning finan-

cial and sustainability goals. Magnus stated that it was critical to align financial and sus-

tainability goals, ‘otherwise sustainability programs will be vanished during hard 

times’. In turn, Johnny mentioned that in Xindao they believe in win-win approach of 

doing sustainability programs. Also, he claimed that the sustainability incentives have to 

facilitate revenue generation.  

4.2.3 Code of conduct 

In order to assure suppliers’ commitment to act sustainably - all companies have a code 

of conduct at place. It is the main document that regulates companies’ relationships with 

suppliers regarding sustainability issues. Some companies develop its own Codes of 

Conduct in cooperation with various stakeholders e.g. Unilever Sustainable Agriculture 

Code. Xindao developed its Code of conduct based on international standards (ISO 

9001 and ISO 14001) and product safety standards.  

 

In turn, Philips utilizes a Code of Conduct that was developed by Electronic Industry 

Citizenship Coalition (EICC). This organization develops codes of conduct and other 

guidelines that help manufacturers of electronic devices to implement up-to-date sus-

tainable policies. According to EICC statement, the coalition members may rely on their 

peers’ audit results in order to avoid double-checking of the same suppliers. However, 

Philips uses only part of such results, because other members of the organization, for 



 

 
33 

example Sony, have different requirements, policies and products. Besides, Philips has 

launched Supplier Sustainability Involvement Program, which ‘requires suppliers to 

cascade the EICC Code of Conduct down to their next-tier suppliers' (Fons, personal 

communication, 2013-09-29). 

 

Unilever requires their suppliers to compare, contrast and confirm alignment of their 

business codes to the Responsible Sourcing Policy, and acknowledge Unilever’s twelve 

Fundamental Principles and Mandatory Requirements. All suppliers who work with or 

for Unilever are required to respect and confirm that all their activities comply with 

these Mandatory Requirements. 

Also, we obtained valuable insight about code of conducts from Magnus. He said that 

the code of conduct for transport procurement is valuable, but ‘it is very often rather a 

tool for protecting yourself and switching responsibility to suppliers’ (Magnus, Skype 

call, 2014-04-24). 

4.2.4 Engaging suppliers to act in a sustainable manner 

Our respondents underlined there is no resistance towards implementation of sustaina-

bility practices from suppliers. Rather there is the lack of understanding and bargains 

about ‘who will pay for requirements compliance’ (Johnny, Skype call, 2014-04-24). 

Our respondents defined suppliers’ awareness about sustainability issues as a key pre-

requisite of suppliers’ engagement in sustainability initiatives. According to Magnus, if 

you want the supplier to be involved in sustainability programs you have to set minimal 

requirements about areas you are interested in (e.g. work conditions, emissions, etc.). 

Suppliers have to be aware of requirements. However, it is also important to keep room 

for improvements. Therefore, companies should not set strict limits of how suppliers 

reach goals, but rather set ‘measurable goals’.  

According to Fons, suppliers’ involvement is vital for success of sustainability pro-

grams of the company. At the same time, lack of understanding was mentioned as a key 

hinder of suppliers’ involvement in sustainability programs. Thus, company’s require-

ments regarding sustainability are open information. Also, Philips provides all needed 

assistance to suppliers aiming to help them to fulfil the requirements.  

In written feedback from Unilever, the difference in suppliers’ involvement, in sustain-

ability programs was mentioned. Company reported that globally suppliers more pro-

actively participate in sustainability programs of Unilever, while in Russia, it is rarely 

the case, so the major programs are initiated by Unilever. 

4.2.5 Cascading sustainability issues to second-tier suppliers 

All respondents have mentioned that there are no workable tools to cascade sustainabil-

ity requirements to second-tier suppliers and check the compliance. According to Mag-

nus ‘It is a key issue and seems there is no obvious solution and answer’, while Johnny 

said: ‘It is difficult to launch such control’.  

Formally, Philips does not monitor its second-tier suppliers, because it cooperates only 

with suppliers that signed Code of Conduct and thus obligated to cascade requirements 

to the next tier of suppliers. In turn, Unilever applies its policies to all the suppliers with 

whom company has a direct relationship, which called first-tier suppliers. However, the 
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company sources from around 100,000 first-tier suppliers around the globe and hence it 

is difficult to control all first-tier suppliers. Consequently: ‘We focus initially on our 

largest suppliers who represent the majority of our spending’ (Maria, written-feedback, 

2014-04-15). 

4.2.6 Key criterion for supplier selection 

Magnus named suppliers’ ability to fulfil basic demands as a key criterion, because 

companies pursuing sustainability goals do not want to compromise its service level. 

Also, risks and costs are important criteria to consider. According to Johnny from 

Xindao, ‘there are soft and hard requirements, namely those that may be compromised, 

and those to be strictly followed, for example, legislation requirements’.  

4.2.7 Audit 

All respondent stated that their companies conduct pre-selection and ongoing audit. 

Companies use both own and third party auditors. Audit is conducted according to a 

number of guidelines, industry initiatives and standards. For example, Xindao conducts 

audit according to the Business Social Compliance Initiative (BSCI) standards, ISO 

9001:2008, ISO 14001:2004 and other important standards. Company engages external 

auditors to check compliance of ISO and own auditors for quality assurance. 

Philips guideline for suppliers’ audit is called Audit Question List 2010, which was de-

veloped by Electronic Industry Citizenship Coalition (EICC). It contains questions 

which are colored in red, orange and yellow according to a pre-determined issue severi-

ty and urgency. All red and orange questions are major issues in EICC audit questions 

classification. According to our respondent, red color means simply ‘no go’ or zero tol-

erance towards such things. There is zero tolerance towards child labor, non-voluntary 

employment, etc. Some suppliers are required to pay for an independent third-party au-

dit. It assures their commitment to follow sustainability requirements of Philips. This 

requirement spans over suppliers that belong to a risk category, for example, risk coun-

try, supplier or products. India was mentioned as an example of a risk country where 

rules about time of drivers’ employment are absent. In addition to third-party audits, 

Philips cooperates with various NGO’s (e.g. Greenpeace) to monitor suppliers that be-

long to a risk category. Besides, there are some kinds of specialized databases that are in 

use in order to check supplier performance in sustainability. 

Maria mentioned Unilever efforts to deploy a common approach to supplier assessments 

that is recognized across the industry. In doing so, company’s suppliers may exchange 

their assessments with other customers.  

‘An audit for one is an audit for all’ (Maria, written feedback, 2014-04-15). 

It reduces unnecessary duplication and complexity and accelerates the process of as-

sessing suppliers. Besides, Magnus underlined importance of follow-up on-site audits. 

Also, he mentioned that it is crucial for auditors to have proper knowledge in the area of 

inspection or have a proper checklist. Audit of second-tier suppliers in global extended 

supply chains was called a weak point. Thought-provoking idea about self-assessment 

tool was mentioned. Magnus said that, from suppliers' perspective, there is a risk that 

honesty during self-assessment may be treated as a weakness. So, there is a need of fol-

low-up checks and audits. An example was given about a company that enormously 

pressed on a transportation supplier about reducing costs. In turn, a transportation com-
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pany forced its drivers to work over 8 hours, and that had led to a road accident in Fin-

land some time ago. 

4.2.8 Identifying risks 

Respondents claimed that there is a need to tighten up some countries’ standards to 

global ones – in order assure the same basic standards around the globe. Examples of 

child labor use and different working hours standards were given. In order to identify 

risks, there should be risk analysis of companies’ operations from country, supplier and 

product perspective. Magnus underlined that companies have to follow up.  

‘Without measuring suppliers’ performance and follow ups risk categorizing does not 

work’ (Magnus, Skype call, 2014-04-24). 

However, approaches to risk evaluation differ. For example, Xindao bases its risk eval-

uation upon supplier pre-selection audit. In the case if too many risks are identified – 

company does not start business with a concrete supplier. Unilever also conducts sup-

plier risk assessment. Based on its results the company may request further verification 

from suppliers in the form of self-assessments or audits.   

4.2.9 Improvement action plan 

All respondents have shown a unified understanding of the need to show tolerance in 

case of non-compliance and have a plan for improvements. According to Magnus from 

Conlogic there should be an action plan at place and readiness to give time for im-

provements. Although, there is a need in programs of continuous improvements, a focal 

company should also leave suppliers a room for improvements. Also, companies are to 

be ready to stop cooperation in case of continuous non-compliance. At Xindao, the 

company aims to build a partnership with suppliers by conducting Suppliers’ days, shar-

ing knowledge and benefits; and capability building incentives. However, suppliers 

have to be trustworthy. In the case of non-compliance suppliers get warnings. Non-

compliance repetition may lead to suspending of cooperation. If suppliers of Unilever 

do not meet the Mandatory Requirements - they need to take the necessary actions to 

achieve compliance. This work is a continuous process, and the company relies on col-

laboration with its suppliers to make it possible. In cases of serious, deliberate or persis-

tent non-cooperation or non-compliance, Unilever reserves the right to cease doing 

business with that supplier (Maria, written feedback, 2014-04-15). 

4.2.10 Building suppliers’ capabilities 

Magnus from Conlogic pointed out a contradiction between a trend for signing short-

term contracts with suppliers, on the one hand, and companies’ intention to have a long-

term commitment of suppliers. So, ‘there may be a contradiction about sharing valua-

ble business information’ (Magnus, Skype call, 2014-04-24). Sourcing globally was al-

so named as risky, as it is getting problematic to conduct onsite checks and regular fol-

low-up inspections regarding requirements. 

Johnny from Xindao has mentioned that according to ISO 14001 there is a need to im-

prove vendors every year. Therefore, Xindao chooses five suppliers per year and works 

on developing their capabilities. Both Xindao and its supplier pay for associated opera-

tions.  In general, the company is conscious about the need to develop suppliers and is 

willing to do so (Johnny, Skype call, 2014-04-24). 
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Fons from Philips emphasized a need to communicate and talk about significance of 

sustainability; teach suppliers and provide them with exact directions and instructions. 

 “If Chinese suppliers know how and what to do – mostly they do, because they do want 

to do business” (Fons, personal communication, 2013-09-29) 

Therefore, Philips is willing to provide all needed assistance to its suppliers in order to 

help them to comply with the rules (Fons, personal communication, 2013-09-29). 

4.2.11 Joint projects with suppliers 

Magnus from Conlogic has mentioned that a prerequisite of successful joint projects is 

to set mutual responsibility for project outcomes. ‘If you are in, you have to contribute’ 

(Magnus, Skype call, 2014-04-24). Unilever maintains a program ‘Partner to Win’ 

which enables Unilever to create long-term partnerships with its suppliers in order to 

achieve mutual growth for both Unilever and its suppliers (Maria, written feedback, 

2014-04-15). Xindao produces the most of its outputs in China. Therefore, there is a 

dedicated Xindao team in Shanghai that manages its relationships with suppliers, name-

ly, quality assurance, on-site checks, Suppliers days, capabilities building and joint pro-

jects (Johnny, Skype call, 2014-04-24). 

4.2.12 Impact of sustainability efforts on suppliers 

According to Magnus from Conlogic companies, when launching sustainability pro-

grams, aim to be sure about in suppliers’ long-term commitment. Although, it is also 

crucial to focus on the baseline, namely costs, risk and service level. Respondent said 

there is no need to deepen on how to achieve sustainability, but rather focus on measur-

able goals. In turn, Johnny claimed that Xindao sustainability efforts will inevitably 

have an impact on their suppliers. For example, Xindao aims 100% of its collection and 

packaging to be produced in a sustainable manner, namely using recycled or other envi-

ronmental friendly materials by 2020. Also, company will eliminate all hazardous mate-

rials in its products by 2020. Besides, from 2015 Xindao will only use transport compa-

nies that have implemented sustainability programs. In line with these changes, all 

Xindao suppliers must agree with QES (Quality Environment Social) audit program. 

Finally, part of the manufacturing will be moved to Europe in order to reduce transport 

emissions (Johnny, Skype call, 2014-04-24).  

4.2.13 Role of stakeholders 

Magnus underlined the diverse influence of different stakeholders on the company.  

Namely, customers, owners and employees are crucial for costs, while media and public 

are crucial for brand risk. Also, government and municipalities were mentioned as cru-

cial in terms of their role in sustainability incentives and legal regulation. Johnny from 

Xindao emphasized the high importance of shareholders in embedding sustainability is-

sues in the company’s strategic vision. He said that Xindao has started to focus on sus-

tainability because of the request from shareholders, but not just for profit reasons. Al-

so, Johnny mentioned a need of governmental support for sustainability incentives, for 

example, subsidies were mentioned.  

‘If government supports it is easier to push it through’ (Johnny, Skype call, 2014-04-

24).  
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In turn, Fons said that, in theory, local authorities may be facilitators of sustainable be-

havior of suppliers by providing them with instructions, tax reductions, etc. However, it 

does not take place too often in developing countries that are production base of Philips. 

Thus, local governments do not have significant influence on spreading sustainability 

initiatives among Philips suppliers (Fons, personal communication, 2013-09-29).  

Besides, our respondents mentioned the critical role of employees in driving sustainabil-

ity actions as they implement targets. Although, it was mentioned that it is difficult to 

make people think in a sustainable manner. Also, employees should be motivated to 

contribute and drive growth. For instance, each Xindao office and each employee will 

have a goal to reduce its impact on the environment (Johnny, Skype call, 2014-04-24). 

Finally, our respondents claimed open and honest communication as essential for suc-

cess of their sustainability efforts. Companies showed willingness to be transparent 

about their objectives and the steps they are making to achieve them. 

4.2.14 Managing sustainability programs 

All respondents mentioned that sustainability programs within their companies are 

managed on the board level. At Xindao, it is managed by a board and a managing direc-

tor (Johnny, Skype call, 2014-04-24). At Philips sustainability issues are managed at 

three layers. Global sustainability office is responsible for strategy and global activities. 

Sustainability departments within three branches of the company: Lightening, 

Healthcare and Consumer lifestyle are responsible for sustainability operations within 

these sectors. The procurement department acts as a focal point for handling cross-

functional concerns related to supplier sustainability issues, namely legacy, export-

import control, Code of Conduct compliance, etc. (Fons, personal communication, 

2013-09-29). At Unilever, the plan and the concept of sustainability programs are de-

veloped by the Communications function. This function is responsible for embedding 

sustainable business within the organization. Supply Chain is driven globally (unlike 

some other functions which are dependent on the local specifics) all their sustainability-

related initiatives are elaborated on and cascaded by the Global Supply Chain Function 

(Maria, written feedback, 2014-04-15). In general, sustainability programs are managed 

by the following hierarchy, where both responsible functions and a board are embedded.  

1) Global CEO 

2) Local CEOs 

3) Communications 

4) Marketing 

5) Supply Chain 

4.2.15 Contradictions between financial and sustainability goals 

Our respondents claimed that there may be contradictions between sustainability efforts 

and financial goals.  

‘Sustainability definitely increases costs. So, there is a need to find balance’ (Johnny, 

Skype call, 2014-04-24). 

Magnus developed this claim given an example of truck drivers from Eastern Europe in 

Sweden. While their employment dramatically decreases costs, there is an open ques-

tion regarding how ethical are these practices, as many claims that these people work 
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overtime and are treated differently to local employees. Besides, the respondent ad-

dressed a question of how to balance between sustainability goals and cost pressure. Re-

spondent believes that the answer lies in market driven sustainability (Magnus, Skype 

call, 2014-04-24).  

4.2.16 Benchmarking 

Some companies reported that they use benchmarks in their sustainability efforts. 

Philips conducts benchmark researches, but mostly through open information resources. 

That is because the company tries to differentiate itself from competitors. Also, our re-

spondent mentioned ‘you know only that information that competitors what to share, 

thus you cannot know all information’ (Fons, personal communication, 2013-09-29). In 

turn, Unilever uses an external index for benchmark purposes (Maria, written feedback, 

2014-04-15). 

Magnus claimed that benchmarks are an efficient tool, but it requires special circum-

stances, namely it should be based on same conditions, system boundaries and 

measures. An example was given, one food supply chain assesses only outbound logis-

tics, while another food chain considers both inbound and outbound logistics.  

‘How to compare then? It is like comparing apples and pears’ (Magnus, Skype call, 

2014-04-24). 

4.2.17 Multi-stakeholder cooperation 

Cooperation with competitors and peers is s becoming increasingly important and is a 

common business practice today. This is an efficient way to reduce emissions in the 

transportation through the use of shared services. Xindao mentioned its willingness to 

cooperate and share the vision with its competitors. However, Xindao is not involved in 

any cooperative activities with its peers so far (Johnny, Skype call, 2014-04-24). 

Unilever is active in industry initiatives and plays a leading role in transforming the tea 

industry, working with a range of partners including Rainforest Alliance, the Nether-

lands-based Sustainable Trade Initiative (IDH) and Solidaridad. Although, Unilever 

does not own any vehicles to transport raw materials and finished goods, the company 

makes efforts to eliminate its impact by cooperation with infrastructure providers and 

operators. Besides, Unilever is conscious that reducing the carbon footprint of its distri-

bution activities requires the company to rethink traditional ways of working. Backhaul-

ing is a case, so Unilever has launched several campaigns around the world to manage 

return transport in cooperation with biggest clients (mostly retailers).  

‘We cannot achieve our target by working alone; we need to work in partnership with 

our suppliers and others’ (Maria, written feedback, 2014-04-15) 

4.2.18 Feedback to the conceptual framework 

One of the key goals of conducting interviews was to obtain feedback to the proposed 

framework, check its feasibility and get insights for improvement if needed. According 

to Magnus, some companies (especially large ones) conduct their sustainability sourcing 

programs as it is described in our framework. However, the majority of companies use 

only a part of the mentioned tools and practices. The framework is applicable rather to 

large companies whereas small and medium size companies may experience difficulties 
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implementing it. Besides, the framework may be streamlined further because companies 

are pragmatic, want to reduce costs and simplify their business processes.  

‘Ideal system might be too much’ (Magnus, Skype call, 2014-04-24) 

Johnny from Xindao has advised to align supplier pre-selection and risk identifying. All 

in all, he estimated the framework as good and viable. A suggestion for framework im-

provement is to add supplier's rating tool. So, suppliers are ranked according to their 

performance and those with the top rating will be chosen for closer cooperation (John-

ny, Skype call, 2014-04-24). Fons from Philips perceives the framework as being logi-

cally structured, but he asked for more detailed description of each pillar. However, he 

rose the question about the applicability of the framework to companies of different 

size, industry and sustainability policy (Fons, personal communication, 2013-09-29). 

4.2.19 Future expectations 

In the end, we asked our respondents about their perception of changes in the area of 

sustainable supply chain management. All answers were different and worth to mention. 

According to Magnus from Conlogic, in the area of sustainable sourcing companies 

have to focus on follow-up actions and to be out in the field, namely on-site inspections 

and regular meetings with suppliers. Johnny from Xindao mentioned that transparency 

would gain more attention because people want to know, for instance, where their prod-

ucts come from and its influence on the environment.  

‘Transparency is a word of future!’ (Johnny, phone call, 2014-04-24) 

According to Fons from Philips, the main challenge for procurement department and 

sustainability function of Philips is the coming trend towards ‘closed loop economy’ 

model. It is a challenging plan. In order to succeed the company will have to work in 

close cooperation with its suppliers and launch a number of joint projects (Fons, per-

sonal communication, 2013-09-29). In a written answer, Maria has mentioned that posi-

tive changes in local regulation and legislation are expected. Moreover, Unilever antici-

pates stronger engagement from their employees, partners and suppliers (Maria, written 

feedback, 2014-04-15). 
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5 Analysis  

In this chapter, the outcomes of the literature review will be analyzed in line with the 

empirical findings. First, the connection between literature review and sustainability 

reports analysis will be shown. The fundamentals of the conceptual framework will be 

explained. Further, this framework is developed based on insights from interviews, and 

the final framework aggregating our findings on the sustainable sourcing practices will 

be presented. 

5.1 Conceptual framework 

The findings derived from literature review and sustainability reports analysis are pre-

sented in Figure 5-1. The framework illustrates a path how a focal company can manage 

the sustainability of its inbound supply-chain, namely its suppliers and to ensure suppli-

er’s commitment to act sustainably.  

 

Figure 5-1: Sustainable sourcing enforcement framework - conceptual model (compiled 

for this thesis) 

The cycle structure of the framework demonstrates the cyclical nature of the practices 

such as recurring risk assessment, resolving audits, continuous improvements and strat-

egy modification. This outline illustrates authors’ perception on the optimal solution, as 

we believe that all building blocks are interconnected, and thus change of one block will 
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lead to changes in other. Each part of the framework is arranged in a chronological way. 

However, elements of the framework may be conducted simultaneously, and each com-

pany can adjust the order to its given circumstances. The constructed framework com-

position enables simplification of a complex reality and facilitates reader’s understand-

ing. Hereafter each step with its particular purpose will be described in detail. 

Develop and align strategy 

First pillar of our framework is strategy alignment and incorporation of company’s vi-

sion on sustainability into the corporate strategy. It is important to tie sustainability is-

sues with appropriate business functions, to develop and plan of action and to set proper 

measurements to control performance. Therefore, a company needs to clearly define 

goals and strategy of its sustainability program. The idea that implementation of sus-

tainable incentives within supply chain presumes integration of ‘environmental thinking 

into supply chain management thinking’ is supported in the literature review (section 

2.1.1). Further, it will be crucial to align all documents with the new sustainability strat-

egy as it was done for instance by Panasonic Corporation. Company updated its pro-

curement standards with its new environmental action plan “Green Plan 2018”. As we 

described in empirical findings, it will be necessary for companies to review its strategy 

and its standards in accordance with latest international requirements and regulations 

and to educate its procurement personnel about the newest changes of the strategy and 

requirements for suppliers on a regular basis (section 4.1.1).  

To facilitate the strategy alignment companies may establish a dedicated department or 

board that is responsible for managing all sustainability issues. 75 percent of reviewed 

CSR reports has reported having a devoted department at place. It will allow streamline 

appropriate processes and set responsible body for related activities. For example, 

Roche has created a dedicated CSC committee which is “responsible for developing the 

Group’s sustainability strategy and guidelines, and reports on related activities and 

progress” (Section 4.1.2). 

Supplier selection 

Since modern companies have extended supply chains with thousands of suppliers 

around the world, it is impractical and even impossible to control the performance of 

each supplier. Consequently, there is a need to start the management of sustainable 

sourcing already with the selection process of new suppliers. Only a subset of suppliers 

that can provide the greatest impact on supply chain sustainability performance should 

be selected. The essential impact of suppliers in extended supply chains on both busi-

ness and sustainability performance of buying organization is shown in Section 2.1.2. 

The goal of supplier selection is to assure that the supplier meets minimal mandatory 

thresholds on sustainability and non-compliances are absent. The following factors are 

considered in terms of sustainable sourcing: triple-bottom line aspects, total cost of 

ownership and perspectives of joint cooperation (Section 2.2.1).  

Companies utilize various tools for supplier selection. Eight of twelve companies re-

quire their suppliers to conduct self-assessment in the form of survey or questionnaire. 

Questions differ from company to a company. Self-assessment is also an effective tool 

that mitigates a number of on-site audits by checking if the potential supplier meets 

minimal sustainability threshold (Section 2.2.3.5, Section 4.1.7).  

All companies reported the use of audit for supplier assessment. Audit aims to ensure: 

“safe working conditions, dignified and respectful treatment of employees, responsible 
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manufacturing processes, adequate management system and ethical practices” (Abbott 

Laboratories, 2013, p.67). Internal and external auditors are used to check supplier com-

pliance with sustainability requirements of buying organization. Both literature review 

and CSR reports analysis present a number of incentives for collective audit, when a 

supplier is inspected once, but the results of audit are recognized by all participants of 

incentive or industry. Audit schemes may differ between companies. However, a com-

mon feature of audit is its periodic character, with follow-up inspections in six month to 

3 years (Section 4.1.8, Section 2.2.3.5).  

50% of companies use supplier scorecards during supplier selection process. Supplier 

scorecards are used to track sustainability performance of suppliers and award those 

with the highest score with purchasing orders (Section 4.1.11, Section 2.2.3.5). Many 

companies report their commitment to source only certified raw materials. Therefore, 

certifications such as RSPO for palm oil or UTZ for cocoa are another form of pre-

selection tool (Section 4.1.13).  

Create commitment 

At the initial stage, it is of high importance to develop a formal guideline ensuring mu-

tual commitment of a company and its suppliers. The guideline may be developed in the 

form of a Code of Conduct that is mandatory for each supplier. By signing the Code of 

Conduct a supplier assures to comply with company’s requirements on ecological, so-

cial and economic sustainability. Code of Conduct is a widespread sustainable sourcing 

tool as all reviewed CSR reports has reported it. Due to the growing importance of sup-

pliers for company’s performance, a lot of focal companies require their supply chain 

partners to cascade the terms of Code of Conduct to the next-tier suppliers (section 

2.2.3.1, section 4.1.1). For example, Unilever has set a goal to source all agricultural 

raw materials from sustainable sources. Consequently, the company expects all its sup-

pliers to adopt responsible practices in accordance with its Sustainable Agricultural 

Code (Accenture, 2014). Similarly, Philips has developed its Supplier sustainability 

declaration which requires all suppliers to follow EICC Code of Conduct – an industry 

accepted standard of sustainable behavior.  

Building personnel commitment and awareness about sustainability are utilized by 

companies in the form of regular trainings. Trainings are conducted both online and in-

person in order to keep employees up-to-date about sustainability issues and latest legis-

lation. Surprisingly, personnel commitment was not identified during the literature re-

view, while some companies take it serious and assign particular month as Compliance 

awareness month in order to emphasize importance of sustainability issues through per-

sonnel (Section 4.1.3, Section 4.1.13).   

Maintain awareness 

After code of conduct adoption suppliers need to meet challenging requirements. In or-

der to assist them, buying organizations utilize various tool to aware their partners about 

sustainability requirements, legislation norms. Besides, companies share best practices, 

answer to frequently asked questions and provide other relevant information. There are 

various approaches to increase supplier’s awareness: knowledge sharing through vari-

ous meetings and conferences, training seminars for suppliers, web-based IT platforms 

and interactive websites available 24/7. Noteworthy, according to CSR reports analysis 

IT solutions are used only by 50% of companies, while 11 out of 12 companies use 

meetings and other personal events (Section 4.1.6, Section 4.1.10).  
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Identify risks 

Taking into account the complexity of supply chains it is hard to conduct a comprehen-

sive audit of all suppliers. Therefore, there is a need to identify critical areas for control 

and audit. Risks could be allocated according to region, expenditures, and functional ar-

ea. It is also mentioned that developing countries are under scrutiny of risk assessment 

and audit. Companies may use a life-cycle analysis to allocate potential sustainability 

risks and effectively manage identified risks. There is evidence that companies’ emis-

sion performance improves when the number of identified risks grows. Information ob-

tained while the risk evaluation is further used in corrective action plans, capability 

building programs and joint projects (Section 2.2.3.3, Section 2.2.3.4). Based on the risk 

assessment, companies may also categorize their suppliers and identify those of critical 

importance. Categorization is further used to establish a long-term partnership with crit-

ical suppliers. As an outcome of categorization supplier may be classified according to 

the ‘traffic light’ system (Henkel, 2013, Section 4.1.5). 

Risk management 

Risk management is an important component of the company’s sustainability efforts. In 

the case when non-compliance is identified, the full-scale collaboration between a focal 

company and supplier should be at place. Companies do not accuse its suppliers, but ra-

ther try to improve supplier's operations and add value to the supply chain. Corrective 

action plans which include clear time frames and plans for solving defined issues have 

to be at place. Moreover, the execution of corrective action plans has to be monitored by 

a follow-up audit or a self-assessment of the supplier. Buying organizations involve-

ment in corrective action plans essentially increases its outcomes comparing to situa-

tions when buyer only conducts audit (Section 2.2.3.4, Section 2.2.3.6).  

Focal companies are interested in raising suppliers’ capabilities and actively develop 

them by providing technical support, sharing knowledge, technologies and providing fi-

nancial resources required for utilization of new technologies, management systems or 

best practices in the form of appliance of international standards (Section 2.2.3.7).  

The improvement process may be advanced by joint projects. In that case, the emphasis 

should be placed on creating shared value for both, the supplier and the focal company. 

Further, the impact of the projects should be of a long-lasting nature, leading to long-

term, trustworthy and mutually beneficial relationships. Therefore, companies conduct 

joint projects mainly with key suppliers. Henkel cooperates with its key supplier in such 

areas as “process optimization, resource efficiency, environmental and social standards, 

and innovations” (Henkel, 2013, p.8, Section 4.1.9).  

Work with stakeholders 

Ten out of twelve companies reported their cooperation with various stakeholders. Co-

operation includes fair lobbying policy, comprehensive reporting, support and coopera-

tion with governmental and society initiatives, engaging in industry initiatives and sig-

natories to international conferences. Proactive dialogue with all involved stakeholders 

and accountability in sustainability operations are crucial to assure company’s commit-

ment to act sustainably and be responsive to ongoing challenges (Section 4.1.12). 

Intra-organizational cooperation is a point of great awareness in a sustainability dis-

course. Companies are conscious that the cooperative approach is fruitful for launching 

sustainable incentives in extended supply chains. Therefore, a number of collective in-

centives such as industry associations and multi-stakeholders initiatives were created as 
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a result of cooperation between companies, unions, associations and NGO’s. Such initi-

atives streamline process and eliminate duplications in areas of suppliers’ selection and 

certification, audit, and commodity's origin tracking and harmonizing reporting (Section 

2.2.3.2, Section 4.1.13). 

5.2 Sustainable Sourcing Enforcement framework 

The conceptual framework was simplified based on interviewees’ claims that business 

tend to streamline and simplify its operations. Also, Magnus claimed that: ‘Ideal system 

might be too much’ (section 4.2.18). The final Sustainable Sourcing Enforcement 

framework consists of five steps which are “Objective alignment”, “Create Commit-

ment”, “Suppliers selection”, “Ongoing development” and “Work with stakeholders”. 

The five steps are arranged in a cycle-manner which represents the chronological order 

of these steps. We assume a chronological order in our framework since each of the 

steps is based on the previous one. However, this represents only an ideal reality. In ad-

dition, the cycle-structure shows the importance to repeat each of the steps on a regular 

basis to ensure continuous enforcement of sustainable sourcing.  

First in order to simplify the conceptual framework, the risk assessment block was in-

corporated into supplier pre-selection as was advised by Johnny from Xindao (4.2.18). 

This was in line with an audit process described by Fons from Philips, where risk as-

sessment essentially influences the audit process (4.2.7). The final version of Sustaina-

ble Sourcing Enforcement framework is present below (see Figure 5-2). 

 

Figure 5-2: Sustainable sourcing enforcement framework (compiled for this thesis) 

Objectives alignment 

• Define goals 

• Align financial and 
sustinability goals 

Create commitment 

•Adopt Code of Conduct 

•Board commitment 

•Dedicated department 

•Employees ' awareness 

Suppliers selection 

•Self-assessment 

•Risk evaluation and  
categorization 

•Audit 

•Supplier scorecards 

Ongoing development 

•Resolving audit 

•Correction action plan 

•Capability building 

•Communication 

•Joint projects 

Work with stakeholders 

•Intra-organizational 
cooperation 

•Reporting 

•Accountability and 
transparency 

•Constructive dialogue 
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Objectives alignment 

The initial point of launching sustainable sourcing is to define measurable goals. Also, it 

is crucial to align financial and sustainability goals in order to create company’s com-

mitment to sustained growth: ‘otherwise sustainability programs will be vanished dur-

ing hard times’ (Magnus, section 4.2.2). 

Create commitment 

Further, it is important to create commitment to act sustainably by adopting a Code of 

Conduct. In the final version of the framework, this step goes before supplier selection 

comparing to the conceptual framework (Figure 5-1). Code of Conduct should be 

adapted prior to supplier selection because usually it serves as a guideline for compa-

ny’s CSR activities, providing it with best practices and requirements that are being 

spanned through the entire supply chain (section 2.1.2).  

Companies can adapt ready-made codes developed by industry incentives or multi-

stakeholder incentives, or modify such codes in line with unique company’s require-

ments (section 2.2.3.2). Developing a tailored version of Code of Conduct is beneficial, 

as it utilizes both best practices and companies’ specifics. For example, Philips uses on-

ly part of recommendations developed by its industry incentive EICC, as it has different 

processes comparing to competitors. Philips also requires its suppliers to cascade re-

quirements of the code of conduct to next-tier suppliers (Section 4.3.4). At the same 

time, our respondents mentioned that spanning code of conduct requirements to the 

next-tier suppliers is doubtful. Magnus said: “It is difficult to launch such control”, 

while Johnny claimed: “It is a key issue, and it seems there is no answer” (Section 

4.3.6).  

An important prerequisite of building sustainability commitment within a company and 

later in supply chain is to have devoted owners and/or top management. All respondents 

mentioned that the sustainability programs are managed on the board level in their com-

panies (Section 4.3.15). Creating empowered and dedicated departments is another es-

sential tool. For example, Xindao produces the major of its outcomes in China. Thus, 

there is a Xindao team in China, which is dedicated to manage supplier relationships, 

quality assurance, conducts on-site inspections and lead suppliers’ development pro-

grams (Section 4.3.12). Also, employees have to be aware of impact of their operations 

and have sustainability related KPIs. It creates both personal and financial motivation to 

deliver to company’s efforts in the area of sustainable sourcing. Johnny claimed that 

having motivated staff is critical in driving sustainability, but it is ‘difficult to put into 

people’ (Section 3.3.14). 

Commitment creation is essential to incorporate sustainable thinking into all business 

operations of the company. It is recommended to fit sustainability awareness into com-

pany’s strategy, develop dedicated departments trough organizational structure and 

make all employees, from top management to workshop personnel, aware about such is-

sues.  

Supplier selection 

Supplier selection is the next step of the framework which consists of the self-

assessments, risk-evaluation and suppliers’ categorization, audits and suppliers score-

card. Self-assessment is a common tool; however, Magnus claimed that honesty during 

this stage may be considered as weakness, and thus suppliers may trick. Consequently, 
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follow-up inspections are required (Section 4.3.8). Risk evaluation and suppliers' cate-

gorization is the next component of this pillar. The common tools of risk evaluation are 

defining risk countries and focus on suppliers that represent the majority of spending. 

Risk countries are usually developing countries where legal requirement are lower than 

in developed countries, or where violations are tolerated. Philips requires suppliers that 

belong to risk categories to pay for their third-party audit in order to assure suppliers’ 

commitment to act sustainability. Also, Philips cooperates with various NGO’s (for ex-

ample Greenpeace) and utilizes external databases to monitor suppliers from risky coun-

tries (Section 4.3.8). Regarding the next component – audit, Maria mentioned a need to 

have commonly accepted suppliers’ audit schemes and dedicated databases for sharing 

information about suppliers: “An audit for one is an audit for all” (Maria, section 4.3.8). 

Suppliers’ scorecards were not directly mentioned during interviews. However, accord-

ing to CSR reports analysis this is a widespread tool for supplier selection and driving 

sustainability further in supply chains, and, therefore, it is mentioned in the framework.  

Supplier selection is an essential step for building sustained supply chains. It raises sup-

plier’s awareness about sustainability issues, defines risks and mitigates related risks. 

Ongoing development 

It is a new block comparing to the initial framework, and it combines all activities 

aimed to keep and develop quality level of supply chain inputs, build suppliers’ capabil-

ities and create shared value with supply chain partners. Resolving audit is periodical 

follow-up inspections, which are conducted to track suppliers’ performance on a regular 

basis: ‘Without measuring suppliers’ performance and follow-up checks, risk categoriz-

ing does not work’ (Magnus, Section 4.3.9).  

Further, the lack of understanding was mentioned as a key hinder of suppliers’ in-

volvement in sustainability programs. Therefore, an essential role of communication 

and information sharing was emphasized. This is why all information about Philips re-

quirements, standards and sustainability programs is publicly available, and company 

provides its suppliers with all needed support and assistance. “If…suppliers know how 

and what to do - mostly they do, because they want to do business” (Fons, Section 

4.3.11). In turn, Magnus mentioned a contradiction in term of sharing valuable business 

information, as contracts tend to be shorter, while companies are willing to share infor-

mation only with suppliers with whom they already share a long history of cooperation. 

Next element is Capability building. Johnny mentioned that according to ISO 14001, 

Xindao is required to develop its suppliers’ capabilities. Therefore, every year the com-

pany chooses five suppliers and works on developing their competences (section 

4.3.11).  Next component of the framework is Joint projects. Magnus mentioned that 

mutual responsibility and benefits sharing are must for joint projects success: “If you 

are in, you have to contribute” (Magnus, 4.3.12). Similarly, Unilever maintains a pro-

gram ‘Partner to win’ which is aimed to build a long-term partnership with its suppliers 

based on creating mutual benefits. 

Overall, it is crucial to work continuously on developing company’s supply base by 

means of monitoring risks, building supplier’s capabilities and communicating with 

supply chain partners. 
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Work with stakeholders 

The cornerstones of this pillar are cooperation and transparency. Maria claimed: ‘We 

cannot achieve our target by working alone; we need to work in partnership with our 

suppliers and others’ (Maria, section 4.2.17). Besides, she anticipated even stronger en-

gagement of employees, partners and supplier in sustainability incentives, in the future. 

Furthermore, Johnny underlined the growing importance of transparency as more and 

more customers become aware of origins of products and their impact on environment 

and local communities: “Transparency is a word of future!” (Johnny, Section 4.3.20).  

All in all, companies need to work closely with a wider range of stakeholders, be trans-

parent on their performance and open for cooperation. 
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6 Conclusion  

Finally, in this section the conclusion of the thesis is drawn by referring back to the 

purpose and the research questions. 

The purpose of this paper was to explore which sustainable sourcing practices are used 

by the leading multinational companies. Initially, an extensive literature review and 

CSR reports analysis, of companies listed in Dow Jones Sustainability Indices were 

conducted. Further, we developed a conceptual framework by summarizing the most 

common practices for managing sustainable sourcing in extended supply chains. Later, 

we conducted a number of interviews in order to obtain additional understanding about 

the researched area and to get feedback regarding the conceptual framework. Altogeth-

er, literature review, CSR reports analysis and interviews have helped us to build the 

Sustainable Sourcing Enforcement framework, which is a contribution of this thesis and 

shows how companies could manage their sourcing in a sustained way. 

1. How do companies, awarded by the Dow Jones Sustainability Indices as leaders in 

sustainability performance, manage their sourcing activities?  

We found out that a commonly accepted approach towards managing and enforcing 

sustainable sourcing is absent both in theoretical discourse and practice. However, the 

most frequently mentioned tools and approaches were derived. They are adoption of 

suppliers’ code of conduct, establishment of dedicated sustainability departments, pro-

curement personnel training, suppliers’ capability building, risk assessment and catego-

rization of suppliers, IT platforms for information sharing, supplier self-assessment, 

audit, joint projects with suppliers, regular meetings, suppliers’ scorecards.  

2. How could companies manage their sourcing activities in order to ensure suppli-

er’s commitment to act sustainably based on best practices? 

In order to answer this question, we developed Sustainable Sourcing Enforcement 

framework which could serve as a guideline to create supplier’s commitment to act sus-

tainably. The framework consists of five chronologically connected pillars. The cycle-

structure of the framework demonstrates a need to repeat all the steps on a regular basis. 

First step is Objectives alignment where a company should combine both CSR and fi-

nancial goals in order to achieve long-term commitment to act sustainably. Second is 

the Commitment creation. This pillar includes Code of Conduct development and adop-

tion, establishment of a sustainability dedicated department and raising employees' 

awareness. In the third step, the Supplier selection, the company should implement self-

assessments, risk evaluation, suppliers’ categorization and audits. In the Ongoing devel-

opment, the fourth step, the company should conduct audit, support suppliers to develop 

a corrective action plan, build capabilities and conduct joint projects with its suppliers. 

Fifth pillar is Work with stakeholders. This step includes intra-organizational coopera-

tion, reporting on sustainability, accountability, transparency and constructive dialogue 

with stakeholders.  
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7 Discussion  

This chapter presents managerial implications and suggestions for future research. 

7.1 Implications for Practice  

Our developed framework enables companies paying increased attention to the sustain-

ability issues to structure the performance assessment, improve the management and in-

crease the commitment to sustainability of their suppliers. The framework could be used 

as a foundation and guiding path. It captures the main steps which a company should 

undertake in order to improve or implement the supplier’s sustainability managing pro-

cess. The applicability of the framework depends upon the company-specific environ-

ment, number of the suppliers, financial and human resources, size of the company, 

products that are supplied and customers’ expectations towards sustainability. The bene-

fit of the framework is that companies could choose which steps they would like to im-

plement. For instance, if a company is not able to conduct audit due to the lack of hu-

man or financial resources, they could start their monitoring process by implementing a 

Supplier’s Code of Conduct. Therefore, also small companies could start assessing sup-

pliers’ sustainability performance by applying different steps. All in all, it facilitates 

companies in the initial stage of the suppliers’ sustainability management.  

7.2 Further Research  

This study identifies the best practices for managing sustainable sourcing in companies 

that are recognized as world leaders in sustainability. In order to provide obtained in-

formation in logical and structured way, the framework for sustainability sourcing en-

forcement was developed. The framework represents most common methods of manag-

ing sustainable sourcing and aims to show interconnections between those elements. 

The way interconnections are shown based on authors’ perception of the state-of-art. 

Consequently, the cause-effect relationships shown in the framework have to be re-

searched and tested further. 

For further studies, the application process of the framework should be investigated in 

order to verify the applicability of the framework.   

In addition, the framework is developed based on data collected from companies who 

are best cases from 12 industries. Within each industry, there might be certain particu-

larities that apply only to this particular industry. Therefore, the framework could be 

further refined for each industry, especially for the ones where supplier’s sustainability 

performance is critical for the sustainability performance of the focal company e.g. ap-

parel industry due to the social sustainability in terms of labor conditions. 

In addition, sustainability management might be inhibited by several factors such as 

supplier’s resistance to sharing information, transparency and communication issues. 

The inhibitors could be explored in further study and recommendations could be made 

how to resolve or to reduce these inhibitors. 

Further, the framework represents only the sustainability management on the supply-

side. However, a supply chain consists of other various actors such as TPLs, carriers 

and wholesalers. Therefore, it is necessary to assess the sustainability performance of 

the other actors, as well. These management practices could be also investigated in fur-

ther study. 
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We analyzed only the most common methods used to assess the sustainability of suppli-

ers. The most common Key Performance Indicators have to be explored as well in order 

to substantiate the monitoring and to evaluate suppliers against these KPIs. 

Considering the nature of companies analyzed, further research could consider an analy-

sis of monitoring practices of small and medium sized companies who have a smaller 

number of suppliers and which operate more on a national or regional level. It should be 

explored if there are significant differences in the sustainable supply chain management 

processes and if smaller companies are more effective in monitoring their suppliers. 

We also highly recommend conducting research on greenwashing practices in auditing. 

There is a need for alignment of international auditing practices in the area of sustaina-

bility. For instance, already elementary information differed from the report to report 

such as reporting period, definition of sustainability, baseline for the data provided. 

While analyzing sustainability reports, we identified many other questions which could 

be of interest for further research: 

 Role of different stakeholders - to what extent and by applying which methods 

can stakeholders influence focal companies to act / react more sustainably? 

 Evaluate the effectiveness of different joint projects which there applied by the 

companies especially in developing countries;  

 International guidelines and certification initiatives - explore similarities, differ-

ences, necessity, effectiveness and applicability of different  international sus-

tainability requirements and certification initiatives such as United Nations 

Global Compact, RSPO, UTZ, Rainforest; 

 Explore the purchasing behavior of customers in terms of sustainability – is 

there a significant increase of sales if a product is labeled as sustainably pro-

duced? Or do customers only demand more sustainability but purchase the less 

expensive products? 

 Explore national and cultural differences of monitoring processes.    
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9 Appendices 

Appendix 1: Interview Guide 

Initial question 

1. Could you please introduce yourself? What is your current position and profession-

al background? 

Strategy alignment 

2. What are the key drivers for your organization to maintain sustainability programs? 

3. Do strategic goals of your company include sustainability issues? 

4. What do you think about “shared value” concept? Is it applicable? 

Supplier pre-selection 

5. Do you conduct initial supplier’s pre-selection? If so: 

o What are the key criteria for selection? 

o What procedures are used (survey, audit, etc)? 

Commitment creation 

6. Do you sign formal agreements with suppliers in order to establish sustainability 

programs within the supply chain?  

o If so, what kind of agreements (e.g. corporate’s code of conduct, industry related 

standards, official contracts, etc?) Do you mention second tier suppliers in this type of 

agreements? 

7. Do you monitor your second-tier suppliers?  

o Is yes, how do you control them? Do you have any standard processes, methods or 

metrics? Do you control them directly or in cooperation with your first-tier suppliers? If 

not, do you have any plans to do so in future? 

Raise of awareness 

8. Do you work towards developing your suppliers’ sustainability capabilities? If yes, 

please name examples. 

9. What areas are in your focus for further development (environmental, economic, 

and societal)? To which extent the start of sustainability programs altered the relation-

ship with suppliers? What was the concrete impact on the suppliers? 

10. Does your company face any kind of suppliers’ resistance towards changes?  

o If so, could you please name any examples and possible explanations why the re-

sistance might occur? 

o What enforcement practices do you use? Is there any predefined process? 

Identifying risks 

11. How do you identify risks? Do you allocate risks to countries, specific companies, 

processes, life cycles, etc.? 

12. Do you use audits as a method to monitor your suppliers? 

o If so, are you auditing all of your suppliers or only a predefined number of suppliers 

in accordance with the risk assessment?  
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o If you audit your suppliers, do you have your own certified auditors or do you ap-

peal to external auditors? 

Improvement action plan 

13. What if a certain supplier does not meet your requirements, is there any tolerance at 

place? 

o Do you have any concrete No-Go which would even make you stop to do business 

with a certain supplier?  

o What would your company do in a case of non-compliance? 

14. Do you conduct joint projects with your suppliers to improve their sustainabil-

ity? 

Work with stakeholders 

15. What is the role of stakeholders (both internal and external) in driving sustainability 

initiatives within the organization? 

o Who initiates sustainability programs within your company’s supply chain? 

o Do suppliers initiate any sustainability programs? 

o Who manage sustainability programs?  

o How important is the government for sustainability programs? 

o What role of employees in these initiatives? 

16. What conflicts have you experienced in terms of sustainable procurement (e.g. need 

to lower costs vs need to pay adequate price)? 

17. Do you use any benchmarks in order to compare your sustainability initiatives 

against main competitors? If yes, what do you measure and compare? 

18. Do you cooperate with your competitors in a field of sustainability? If yes, in which 

areas? 

Questions about the framework 

19. What do you think about this framework overall? Is it feasible?  

20. If we look at the framework step-by-step, would you add something? Do you have 

any suggestions for improvements? 

Additional question 

21. What changes do you expect to see in the sustainable supply chain management 

in future?  
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Appendix 2: Sustainability report reviews 

Volkswagen 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Sustainability in 

supplier relations 

Implemented in 2006 which is a concept in-

cluding all central environmental and social 

standards and is reviewed and improved ex-

ternally 

Report on 

Sustainability 

2012, p.34-36 

  Sustainabilility 

requierments 

Sustainability requirements which should be 

acknowledged by suppliers before a quotation 

and at 12-months intervals thereafter 

Report on 

Sustainability 

2012, p.36 

  Ongoing review Ongoing review of the concept's modules and 

structures in cooperation with the Forum for 

Sustainable Development of German Business 

(econsense), the German Automobile Industry 

Association (VDA), the Extractive Industries 

Transparencies Initiative (EITI) or the Euro-

pean Automotive Working Group on Supply 

Chain Sustainability (CSR Europe). 

Report on 

Sustainability 

2012, p.36, 39 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Sustainability 

Board 

Is informed about responsibility and sustaina-

bility issues by the Group CSR and Sustaina-

bility Steering Group 

Report on 

Sustainability 

2012, p. 17-19 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Training Training and information events for the pro-

curement staff  

Report on 

Sustainability 

2012, p.36 

    In 2012: 13 trainings were held Report on 

Sustainability 

2012, p.36 

    New procurement staff has to undergo an ini-

tial training  

Report on 

Sustainability 

2012, p.36 

Practice 4: 

Supplier's 

developmen

t 

E-Learning 

Module 

E-learning module as a To-do on the Group 

Business Platform includes information about 

sustainability requirements, further reading 

and self-check test at the end of the test  

Report on 

Sustainability 

2012, p.39 

    In 2012: 2.420 suppliers completed the test Report on 

Sustainability 

2012, p.39 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Risk analysis and 

categorization 

based on the Sup-

plier's scorecard 

  Report on 

Sustainability 

2012, p.36 
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Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Group Business 

Platform 

Integration of suppliers in the procurement 

process through the Group Business Platform 

Report on 

Sustainability 

2012, p.36 

    Interactive functionality for the day-to-day-

business, access to sustainability guidelines, 

information platform 

Report on 

Sustainability 

2012, p.36 

Practice 7: 

Suppliers 

Self-

Assessment 

Sustainability 

questionnaire 

(2012:7812 

suppliers)  

    

Practice 8: 

Audits 

Audits By internal quality process auditors  Report on 

Sustainability 

2012, p.38-39 

    If necessary an escalation process is launched 

by using the "6D report" (11 ad hoc cases in 

2012, 9 cases social and 2 cases environmen-

tal character) 

Report on 

Sustainability 

2012, p.38-39 

  Improvement 

support 

In case of any suspicion a report should be 

submitted  and local expert teams and experts 

from the specialists areas provide specific and 

specialist support 

Report on 

Sustainability 

2012, p.38-39 

    These teams can get support from the ad hoc 

expert team based in Wolfsburg 

Report on 

Sustainability 

2012, p.38-39 

    Focus is on supplier's development, fair dia-

logue in a spirit of partnership, and ongoing 

cooperation with the supplier 

Report on 

Sustainability 

2012, p.38-39 

Pratice 10: 

Joint 

Projects 

      

Pratice  11: 

Meetings 

and 

Conference

s  

International 

regional meeting 

In 2012 with 30 representatives from the glob-

al procurement regions came together to share 

best practices 

Report on 

Sustainability 

2012, p.39 

Pratice 12: 

Supplier's 

Scorecard 

IT-bases sustaina-

bility manage-

ment system 

IT-based sustainability management system 

with an integration of  indicator systems is a 

foundation for sustainability reporting aimed 

to increase control efficiency and transparency 

of the Key performance indicator system to 

the  shareholders 

Report on 

Sustainability 

2012, p.18-19, 36 

  Supplier 

scorecard 

Supplier scorecard including information on 

individual suppliers in the fields of Procure-

ment, Technical Development, Quality Assur-

ance and Logistics (documented sustainability 

criteria, e.g. records of company certification 

or information about the extent of compliance 

Report on 

Sustainability 

2012, p.18-19, 36 
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with the sustainability questionnaire); 

    Scorecard as a foundation for supplier analysis 

and for communication when developing and 

coordinating integrated supplier strategies and 

provides the ability to draw conclusions about 

supplier's environmental and social standards 

Report on 

Sustainability 

2012, p.18-19 

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Commitment to 

international 

standards and 

guidelines for sus-

tainability / Sig-

natory 

Committed to the Global Compact which is 

aimed to shape a more sustainable and equita-

ble world economy 

Report on 

Sustainability 

2012, p.19 

  Ongoing dialogue Permanent exchange of information with cus-

tomers, employees, suppliers, politicians, sci-

ence and research, civil society, NGOs in or-

der to increase mutual understanding, find so-

lutions and ideally supported by joint projects 

Report on Sustain-

ability 2012, p.22 + 

p.24 (the stake-

holder universe ex-

ample) 

    Dialogue by conducting workshops, com-

posia, public controversies and social media 

tool are used as communication tools depend-

ing on the type of the stakeholder 

Report on Sustain-

ability 2012, p.22 + 

p.24 (the stake-

holder universe ex-

ample) 

    Volkswagen Group introduced an IT-based 

"Issue and Stakeholder Module" in order to 

improve stakeholder management and to do it 

more systematically 

Report on Sustain-

ability 2012, p.22 + 

p.24 (the stake-

holder universe ex-

ample) 

Other Termination of 

contract in case of 

non-compliance 

Termination of business relations in case of 

non-compliance with the sustainability re-

quirements 

Report on 

Sustainability 

2012, p.39 

 

 

  



 

 
62 

Siemens AG 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Business Conduct 

Guidelines 

Ethical & legal framework; basic principles 

and rules for the conduct internally and exter-

nally; binding for all companies controlled by 

Siemens 

p.7 

  Additional de-

tailed regulations 

and guidelines 

Covering issues such as environment p.8 

  Code of Conduct 

for Siemens Sup-

pliers  

All suppliers have to comply with the CoC 

which include principles for the basic rights of 

employees and environmental protection 

p.13 

    “Based on the ten principles of the UN Global 

Compact and reflects the content of our Sie-

mens Business Conduct Guidelines.” 

p.13 

    Require suppliers to promote CoC’s imple-

mentation in their own supply chains.  

p.13 

    New suppliers must commit to declaring sub-

stances listed on the LoDS;  mandatory;  in-

cluded in procurement and project contracts 

p.23 

     “Requirements for occupational health and 

safety standards for suppliers at the project 

construction sites” 

p.14 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Chief 

Sustainability 

Officer 

Member of Managing board p.6 

  Siemens 

Sustainability 

Board 

Chaired by the Chief Sustainability Officer, 

central steering committee for sustainability at 

Siemens; regular meetings, set the direction of 

sustainability program as a part of sustainable 

strategy; adopts measures and initiatives 

p.7 

  Sustainability 

Office 

Managed by the Chief Sustainability Officer; 

drive sustainability further within Siemens, 

coordinates sustainability program & other 

company-wide programs and measures 

p.7 

  Sustainability 

advisory board 

8 members from science and industry from a 

range of disciplines and regions of the world; 

none are employees of Siemens, the board 

meets at least twice a year; professional and 

practical input in order to develop the sustain-

ability program further 

p.7 

   

 

Sustainability 

Managers  

established in sectors and regional units in or-

der to ensure implementation of sustainability 

measures throughout the company 

p.7 
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Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

buyers wide training programs for buyers p.14 

  Employee with 

purchasing 

responsibility 

Employees with purchasing responsibility 

have “to take part in intranet- based training 

on the subject of “Sustainability in the Supply 

Chain.”” 

p.14 

Practice 4: 

Supplier's 

developmen

t 

Trainings Relevant supplier in India and Bangladesh  

were trained in health and safety at construc-

tion sites 

p.14 

    Trainings available on the training platform p.14 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Detailed risk 

assessment  

Consists of  “sustainability self-assessments 

by suppliers, risk evaluation conducted by our 

purchasing department, sustainability ques-

tions within supplier quality audits and sus-

tainability audits by external auditors” and en-

ables to systematically identify potential risks 

in our supply chain 

p.13 

    Modular, risk-based system  p.36 

    Risk evaluation conducted by our purchasing 

department 

p.13 

  Compliance Risk 

Assessment 

(CRA) process  

Launched in 2012; requires “CEOs and man-

agers in the Company to systematically de-

termine and assess the compliance risks to 

their units together with the responsible Com-

pliance Officer on an annual basis.” 

p.30 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Internet-based in-

formation and 

training platform  

Available free of charge to all suppliers p.14 

    An internet-hosted database in which suppliers 

declare the substances they use in their prod-

ucts (p.23) 

p.14 

Practice 7: 

Suppliers 

Self-

Assessment 

Sustainability 

self-assessments 

by suppliers  

3.116 suppliers  in 2012 p.37 

    Assessment of suppliers in terms of EHS p.27 

    Supplier qualification program in the past led 

to an increase of number of self-assessments 

p.13 

    Year after review focus on new suppliers and 

hence a decline of self-assessments of existing 

suppliers  

p.13 
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Practice 8: 

Audits 

Audits Integrated sustainability questions within sup-

plier quality audits -  661 suppliers  

p.14,37 

    Sustainability audits by external auditors - 321 

suppliers  

p.14, 37 

    Focus on the handling of chemical substances 

and environmental protection issues at select-

ed suppliers 

p.14 

    Special health and safety audits at construc-

tion sites in India and Bangladesh  

p.14 

  Follow-up audits “revisiting the sites to establish whether the 

agreed measures have actually been imple-

mented” - 162 follow up audits 

p.14, 37 

  Corrective actions In case of deviations (mostly lack of 

“measures to effectively prevent corruption 

and bribery and to rule out child labor”)  from 

the requirements, corrective actions might be 

conducted within a reasonable period of time 

p.14 

    During the reporting period: identified 11 

suppliers but corrections were finalized by the 

set deadline 

p.14 

    “Increasingly committed to building our sup-

pliers’ competence and intensifying 

knowledge transfers related to sustainability” 

p.14 

    Supply Chain Management and Sectors have 

developed collaborative plans to improve the 

Environmental Protection, Health Manage-

ment and Safety (EHS)  profile of suppliers 

(p.27) 

p.27 

    5.915 potential improvements in 2012  p.37 

    To develop suppliers in close partnership and 

build up competencies for the long term 

p.14 

Pratice 10: 

Joint 

Projects 

Energy Efficiency 

Program for Sup-

pliers (EEP4S)  

Offer “suppliers environmental and energy ef-

ficiency checks in the shape of internet-based 

self-assessments” and help “them identify op-

portunities for reducing the consumption of 

energy and other resources” with the aim to 

gain “transparency about the energy and envi-

ronmental efficiency status of our supplier 

base and to encourage suppliers to improve 

their energy and environmental efficiency on a 

sustainable basis by means of suggested 

measures” 

p.15 

    Since 2011 1,923 supplier sites took part in 

the EEP4S 

p.15 

    From  2014 no continuation of EEP4S on a 

corporate level but support for suppliers on an 

operational level 

p.15 
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Pratice  11: 

Meetings 

and 

Conference

s  

Siemens Supplier 

Forum  

“A platform for regular dialogue with our top 

strategic suppliers at the CEO level with the 

aim “to ensure long-term cost leadership, real-

ize shared growth potential and increase inno-

vation capabilities.”  

p.13 

  Supplier Award  To promote outstanding suppliers for their ex-

cellence  for a number of categories 

p.13 

Pratice 12: 

Supplier's 

Scorecard 

      

Pratice 13: 

Stakeholde

r 

Involvemen

t 

One of the three 

areas of the Sus-

tainability pro-

gram: "Stake-

holder engage-

ment" 

Collaboration with all relevant stakeholders in 

order to "refine underlying targets and activi-

ties" 

p.7 

  Engagement in 

leading global 

sustainability or-

ganizations 

World Business Council for Sustainable De-

velopment (WBCSD); World Resources Insti-

tute 

p.7 

  Stakeholder 

Survey 

Every two years; about key sustainability is-

sues and stakeholders' concerns; stakeholders: 

industries, politics, science, non-governmental 

organizations, consultancies 

p.7,8 

  Materiality Matrix Concerns of stakeholders and assessments 

from Company's special functions are dis-

cussed by internal working groups, the Advi-

sory Board, Sustainability Board and Inde-

pendent Experts. The results are summarized 

in the materiality matrix which helps to guide 

Siemens' sustainability program; enables pri-

oritization of sustainability issues; prioritized 

topics become action areas 

p.7; 8 

  Commitment to 

international 

standards and 

guidelines for sus-

tainability / Sig-

natory 

United Nations Global Compact (2003); 

Global Compact's CEO Water Mandate 

(2008); Global Compact's "Caring for Cli-

mate" initiative 

p.7 

  Collective Action  Against corruption  with other market partici-

pants and governmental organizations  

p.30 

  Regular reporting Report in sustainability performance using 

guidelines of the Global Reporting Initiative 

(GRI) in order to increase "transparency and 

comparability for corporate sustainability re-

porting" 

p.7 

Other Life-Cycle 

Analysis 

Entire lifecycle from development, production 

and maintenance / repair to enhancement / 

modification until final disposal 

p.15 
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    “In order to determine and evaluate the “eco-

logical footprint” of our products and systems 

adopted the requirements of international life-

cycle assessment (LCA) standards ISO 14040 

and ISO 14044. “  

p.21 

    “Assessment results are the basis of our envi-

ronmental product declarations (EPD) which 

our customers rely on for reducing their own 

environmental impact” 

p.21 

    “Closing material loops (cradle to cradle) is 

becoming increasingly important for resource 

conservation in product development”  

p.23 

    “Included in the internal environmental stand-

ard and closes the information loop between 

the end of life of one product and the devel-

opment phase of a new product for our prod-

uct designers” à reusing, refurbishing, or recy-

cling, products, components, or materials à 

more than just one lifecycle à protection of the 

environment  

p.23 

    Use of “specific software solutions and scien-

tifically recognized databases to determine 

and evaluate the ecological footprint of our 

products and solutions on the basis of LCAs 

p.24 

    Additionally to detailed lifecycle assessments 

(full-scale LCAs) use “simplified lifecycle as-

sessments(screening LCAs) such as CO2 

screenings” 

p.24 

    Results are basis of the “environmental prod-

uct declarations (EPDs) and support product 

development.” à support customers improve 

their current and future environmental impact” 

p.24 

  Termination of 

business contract  

 “Serious deviations or unwillingness to im-

plement measures for improvement” 

p.14 

  Siemens-wide 

managed volume 

in order to 

achieve savings in 

purchasing 

“Bundle more than half of our purchasing vol-

ume which includes direct and indirect mate-

rial à economies of scale 

p.12 

  “Conflict minerals 

rule”  

Introduced in 2012 with the aim “to increase 

transparency and responsibility in the pro-

curement of “conflict minerals” from the con-

flict zones of the Democratic Republic of 

Congo and the surrounding region. A project 

organization was established to address the 

requirements within our supply chain in fiscal 

2013.” 

p.13 
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Panasonic Corporation 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Standard Purchase 

Agreement 

"Clearly stipulates considerations concerning 

human rights and the environment before 

business commences" 

Sustainability 

Report 2013, p. 

190 

    "Five core areas of focus in its approach to 

CSR procurement; Clean Procurement; Green 

Procurement; Compliance; Information Secu-

rity, and; Human Rights, Labor, and Occupa-

tional Health & Safety" 

Sustainability 

Report 2013, p. 

190 

  Green 

Procurement 

Standards 

Introduced in March 1999 and updated ver-

sion in 2012 in accordance with the environ-

mental action plan "Green Plan 2018" 

Sustainability 

Report 2013, p. 

90,92 

    Goals: "to build a group of suppliers who 

agree with our environmental policy and pro-

vide products and goods to Panasonic, to re-

duce the environmental impact of their busi-

ness activities, share achievements through 

collaboration, and encourage upstream suppli-

ers in our supply chain to reduce their envi-

ronmental impact." 

Sustainability 

Report 2013, p.92 

  Panasonic Group 

Green Procure-

ment Guidelines 

for Wood 

    

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

      

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Training Procurement related employees Sustainability 

Report 2013, p. 

192 

Practice 4: 

Supplier's 

developmen

t 

Briefing Briefing of raw material suppliers 

and electrical/ electronic component manufac-

turers and encouraging to calculate and submit 

appropriate GHG emissions data; GHG emis-

sions from 101 suppliers on p.92 

Sustainability 

Report 2013, p. 92 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Selection process Those suppliers should be prioritized which 

comply with the environment-related laws and 

regulations, product quality, prices, deliveries, 

services and technical capabilities e.g. estab-

lishment of environmental  management sys-

tem, ensuring comprehensive chemical sub-

stance management, reduction of GHG emis-

sions, promotion of resource recycling, pro-

motion of water recycling, biodiversity con-

servation 

Panasonic Group 

Green Procurement 

Standards, p. 11 
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  Categorization Categorization of suppliers according to their 

compliance with predefined requirements 

Panasonic Group 

Green Procurement 

Standards, p. 12 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

      

Practice 7: 

Suppliers 

Self-

Assessment 

Green 

Procurement 

Survey 

To monitor implementation of the standards;;  Sustainability 

Report 2013, p. 92 

    Trial with major suppliers in 2013 (415 com-

panies participated) 

Sustainability 

Report 2013, p. 92 

    Questions about level of activity in areas such 

as environmental 

management system development, thorough 

implementation of chemical substance man-

agement, reduction of greenhouse gas emis-

sions, promotion of resource recycling, pro-

motion of water recycling, and biodiversity 

conservation. 

Sustainability 

Report 2013, p. 92 

Practice 8: 

Audits 

Audits Environmental quality assurance audits on a 

regular basis 

Sustainability Re-

port 2013, p. 190; 

Panasonic Group 

Green Procurement 

Standards, p. 21 

    Prior to an audit a voluntary audit checklist is 

sent to the suppliers 

Sustainability Re-

port 2013, p. 190; 

Panasonic Group 

Green Procurement 

Standards, p. 21 

Pratice 10: 

Joint 

Projects 

ECO-VC *1 

Activity program  

Implementation of voluntary ECO-VC *1 Ac-

tivity program in 2009 with focus on Recy-

cling-oriented Manufacturing in addition to 

the original objective of reducing CO2 emis-

sions ->  

Sustainability Re-

port 2013, p. 93; 

Panasonic Group 

Green Procurement 

Standards, p. 8 

    866 ideas on energy saving for products and 

factories, or proposals on how to make smaller 

and lighter goods or using fewer parts 

Sustainability 

Report 2013, p. 93 

    Best ideas were shared during the Panasonic 

Excellent Partners Meeting 

Sustainability 

Report 2013, p. 93 

Pratice  11: 

Meetings 

and 

Conference

s  

Panasonic 

Excellent Partners 

Meeting 

to share ideas Sustainability 

Report 2013, p. 93 

    Each supplier was able to attend the meeting   
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Pratice 12: 

Supplier's 

Scorecard 

      

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Solicit 

stakeholders 

Use opinions of "solicit stakeholders" as an 

important resource for the environmental sus-

tainability management; stakeholder 

roundtables 

Panasonic Group 

Green Procurement 

Standards, p. 8; 

Sustainability Re-

port 2013, p. 94, 

100 

Other ISO 14001 for 

suppliers 

Suppliers are required to establish, maintain 

and improve an environmental management 

system based on ISO 14001 certification or 

they should provide an implementation plan if 

they haven't established yet 

Panasonic Group 

Green Procurement 

Standards, p. 13 

  Mineral sources Suppliers have to identify their mineral 

sources in order to ensure the non-use of con-

flict-affected minerals as raw materials. (hu-

man rights abuses, environmental destruction, 

bribery, and other unlawful activities)  

Sustainability 

Report 2013, p. 

195 

  Suppliers must 

encourage their 

suppliers to act 

sustainable 

Suppliers should encourage their upstream 

suppliers to comply with environmental laws 

and regulations  

Panasonic Group 

Green Procurement 

Standards, p. 19 

  Compliance 

awareness month 

September is compliance awareness month: 

"During the month, we emphasize the im-

portance of compliance throughout the organi-

zation through the communication of ethical 

and legal compliance policies as well as our 

stance by core management, including the 

president, company presidents, business divi-

sion directors and regional representatives. 

We also conduct a Compliance Awareness 

Survey during the month." 

Sustainability 

Report 2013, p. 

153 
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Woolworths 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Ethical sourcing 

policy 

Suppliers have to comply with the policies 

"which addresses the issues of bribery, corrup-

tion, labor rights, working conditions and en-

vironmental compliance" 

reponsibility report, 

p.21 

  Ongoing review 

of the Ethical 

Sourcing policy 

Stakeholders are involved in the review pro-

cess which has to be completed  

responsibility 

report  p.20-21 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Local sourcing 

managers 

In Victoria, Tasmania and South Australia as a 

part of their local sourcing strategy 

responsibility 

report, p.5, 14 

    Managers are designing together with suppli-

ers a plan that suits supplier's business 

responsibility 

report, p.5, 14 

  Woolworths 

Quality Assurance 

Is a process to monitor and manage compli-

ance in food safety, product safety, sustainable 

and ethical sourcing and accurate labelling cri-

teria 

responsibility 

report, p. 25 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

      

Practice 4: 

Supplier's 

developmen

t 

Nuffield 

Scholarship 

Opportunity for farmers to study farming 

practices in New Zealand, Europe, Asia and 

the Americas 

responsibility 

report, p.16 

Practice 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Risk Management 

Framework 

"Increase the ability to understand to respond 

to challenges of an uncertain and changing 

world" 

responsibility 

report, p. 52 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

      

Practice 7: 

Suppliers 

Self-

Assessment 

      

Practice 8: 

Audits 

Audits  Conducted by experienced third body certifi-

cation bodies  

responsibility 

report, p.5; 21 

    57% of  branded product suppliers were audit-

ed on ethical issues 

responsibility 

report, p.20 

    Audited are risk areas such as health, safety, 

working conditions and child labor 

responsibility 

report, p.21 
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    All audit criteria are according to the level of 

risk and categorized as critical, high or low in 

severity 

responsibility 

report, p.21 

    Factories are rated as "approved", "condition-

ally approved" or "at risk" depending on the 

audit outcome and compliance with policy re-

quirements 

responsibility 

report, p.21 

    All factories in Bangladesh (100% of Bangla-

desh suppliers) were audit who are supplying 

the Own Brand and corrective plan for non-

compliances was developed 

responsibility 

report, p.21 

Pratice 10: 

Joint 

Projects 

Fresh Food 

Future Program  

"invested more than 

$10 million in this program with trusted part-

ners such as Landcare Australia, Royal Agri-

cultural Society of NSW, Australian Rural 

Leadership Foundation, Nuffield Australia and 

many more with the focus to grow more with 

less and to support the next generation of 

farmers and industry leaders" 

responsibility 

report, p.16 

    Co-invest under Fresh Food Future program 

for sustainability improvements and certifica-

tion of fisheries supplying our products 

responsibility 

report,  p.23, 16 

  Joint research Research in collaboration with the Sustainable 

Fisheries partnership in order to analyze fish 

stocks = methodology, results and ratings are 

available on SFP's website; 

responsibility 

report, p.23 

  Joint projects with 

farmers 

Direct relationship with dairy farmers in order 

increase end-to-end transparency from shed to 

shelf and a long-term contract 

responsibility 

report, p. 5 

Pratice  11: 

Meetings 

and 

Conference

s  

Responsible 

Business Forum 

Leaders in corporate responsibility and busi-

ness and support Woolworths in conducting 

business in responsible manner 

responsibility 

report, p.52 

    Last Forum with the focus on responsible 

gaming, supplier relationships, competition 

and reputation 

  

Pratice 12: 

Supplier's 

Scorecard 

      

Pratice 13: 

Stakeholde

r 

Involvemen

t 

    responsibility 

report, p. 21 

  Customers Consider customers opinion e.g. customers 

wanted Woolies to support local communities 

and source more local food 

responsibility 

report, p.20-21, 14 

  Signatory United Nations Global Compact with the "fo-

cus on the values human rights, global stand-

ards, environment and anti-corruption" 

responsibility 

report, p. 21 

    Accord on Bangladesh Fire and Building 

Safety and United Nations Global Compact 

(UNGC) aimed "to embrace core values such 

as human rights, labor standards, environment 

and anti-corruption" 
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  Member Global Compliance Program "with the goal to 

improve working conditions and worker’s 

lives in the supply chain" 

responsibility 

report, p. 21 

Other Local sourcing 100% of  meat and 96% of fruit and vegeta-

bles are grown in Australia 

responsibility 

report, p.5; 14; 15; 

22, 23 

    Jam is also sourced locally from suppliers lo-

cated in Blue Mountains, Hunter Valley etc. 

  

    Overview about locally sourced products responsibility 

report, p. 17 

    99% of sourced pork meat is from farms that 

only use gestation stalls for less than 10% of 

the sow's gestation period 

responsibility 

report, p.22 

    Eggs suppliers must comply with Model Code 

of Practice for the Welfare of Animals Do-

mestic Poultry 4th Edition and organic eggs 

suppliers must comply with the animal wel-

fare requirements of the Australian Certified 

Organic Standard 

responsibility 

report, p.22 

    48% of eggs sold were cage free responsibility 

report, p.3 

    Farmed seafood to be certified sustainable by 

credible third party certification schemes by 

2015 

responsibility 

report, p.23 

  Sourcing certified 

products 

e.g. palm oil, cocoa, coffee by Fairtrade, Rain-

forest Alliance, RSPO and UTZ, RSPCA for 

all fresh chicken 

responsibility 

report, p.20, 23, 24 

    Wild caught seafood is sourced from fisheries 

certified to Marine Stewardship Council 

(MSC) 

  

  48% of eggs 

sourced are cage 

free 

  responsibility 

report, p. 3 
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Nestlé SA 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Supplier Code Basis for the work in responsible sourcing in-

cluding the non-negotiable minimum stand-

ards that they expect from the suppliers re-

garding business integrity, sustainability, labor 

standards, safety, health and the environment 

sr2012, p.95, 100, 

115, 117 

    89,5% of suppliers, key vendors and  key sup-

pliers complied the Nestlé Supplier Code in 

2012 

sr2012, p.18 

  General Respon-

sible Sourcing 

Guidelines 

Covering all materials sourced through agri-

culture, forestry, fishery and aquaculture 

  

  Specific Re-

quirements for 

water use in agri-

culture 

Implement water management plans covering 

cultivation and processing "that take into ac-

count the human right to water as well as envi-

ronmental flows and water quality) in water-

stressed areas 

  

  Responsible 

Sourcing 

Guidelines 

Launched as complements to the Supplier 

Code covering fish, seafood, dairy, poultry, 

eggs and sugar 

  

  Illustrated 

Supplier Code 

Developed the illustrated Supplier Code, 

which is distributed to more than 25000 cocoa 

farmers in Cote d`Ivoire 

  

  Nestlé Corporate 

Business 

Principles 

Ten principles developed 140 years ago sr2014, p. 10 

   Implemented throughout all relevant codes, 

policies and other processes and tools across 

the entire company 

sr2014, p. 10 

    Enable monitoring compliance, audit effec-

tiveness and acting in case of non-compliance 

sr2014, p. 10 

    Foundation for Creating Shared Value (CSV) 

strategy 

sr2014, p. 10 

    Percentage of purchased volume compliant 

with the Nestlé supplier code; 2012:80% 

sr2012, p.18 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Creating Shared 

Value alignment 

Board 

Meets quarterly and is chaired by Executive 

Officer 

sr2012, p.23 

    Umbrella organization that includes 5 execu-

tive board members 

sr2012, p.23 

    Oversees strategic implementation of CSV 

across all businesses 

  

    Revert to the Executive Board for input and   
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confirmation 

  Advisory Board Created in 2009 and consists of 12 members sr2012, p.24 

    Members are appointed for 3 years, meet an-

nually, participate in annual CSV Global Fo-

rum and select winner for the Nestlé Prize in 

CSV 

sr2012, p.24 

    Report to Chairman and CEO   

    "Brings together external experts in corporate 

strategy, nutrition, water and rural develop-

ment to assess our progress and discuss CSV 

opportunities and challenges" 

sr2012, p.24 

  Role of CEO Present on the CSV Alignment Board and the 

CSV Advisory Board to ensure alignment be-

tween the two Boards 

  

  Other Operations and sustainability Council, Water 

task force, Brands & CSV advisory team; 

R&D Council for Sustainability and Nutrition, 

Compliance issues round table, WHO Code 

Compliance Committee, Human Rights Work-

ing Group, Child Labor Action Group, Nestlé 

nutrition council  

  

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Agriculture 

Service Team 

1.180 agricultural specialists and 12.000 sup-

port staff who are train in their Supplier code 

sr2012, p.123 

  Internal training 

programme 

Internal training program on the implementa-

tion of the Nestlé Responsible Sourcing 

Guidelines & training was rolled out to the 

procurement professionals in all three Nestlé 

zones 

sr2012, p.123 

    In total 1.250 employees in Procurement func-

tion completed the training (7oo of them were 

strategic buyers) 

sr2012, p.123 

    In 2011 all 700 of strategic buyers had to pass 

strategic driving license training which in-

cluded a formal training on supplier code and 

verification through the responsible sourcing 

audit program 

sr2012, p.123 

Practice 4: 

Supplier's 

developmen

t 

Nestlé Cocoa Plan Enabling farmers to run profitable farms sr2012, p.13; 96 

    Eliminating child labor while developing a 

sustainable supply chain for Nestlé cocoa 

  

     2012: 27.000 farmers were trained   

  Capacity Building Farmers trained through capacity building sr2012, p.18 
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programmes programs in  2012: 273.808 

    Training focuses mainly on the efficient use 

and conservation of water, land conservation, 

access to clean water for farming communi-

ties, improving the status of women in rural 

communities, improving education 

sr2012, p.100, p. 

107 

    Employ more than 1180 agronomists and 

12000 support staff to provide advice, training 

and technical assistance to farmers 

sr2012, p.100, p. 

107 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Farmer Connect 

Programme 

Monitoring of farmers directly through the 

Farmer Connect program 

sr2012, p.119, 121, 

122 

    Assess their farmers through responsible-

inducing sustainability evaluation (RISE) = 

computer based tool for assessing sustainabil-

ity and agricultural production and trends at 

farm level, providing early warning system for 

potential problem areas 

  

  Traceability 

Programme 

Based on defining the requirements, transpar-

ency, transformation (= support suppliers who 

cannot meet the requirements immediately) 

and monitoring of progress and transparent 

reporting on a regular basis 

  

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

      

Practice 7: 

Suppliers 

Self-

Assessment 

      

Practice 8: 

Audits 

Responsible 

Sourcing Audit 

Programme 

2.261 audits of First Tier suppliers sr2012, p.13 

    Audit against the Supplier Code requirements   

    In 2012 / 2014: 4.000 audits  sr2012, p.115, 118, 

119 

    Covers labor standards, health, safety, envi-

ronment and business ethics 

  

    Audits are based on the Sedex Members Ethi-

cal Trade Audit which enables the supplier to 

be audited once and the audit results are dis-

tributed to all FMCG customer 
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    An internal part of the Vendor Approval Pro-

cess and is used to assess financial stability, 

quality capabilities and ensure supply practic-

es and responsible sourcing 

  

  Improvement 

support 

If necessary, help to improve the practices   

Pratice 10: 

Joint 

Projects 

Rural 

Development 

Framework 

Goa is to roll out the Rural Development 

framework to 21 countries by 2015  

sr 2012, p.100; 

103; 104; 105 

    Created to bring all rural development activi-

ties under one roof 

  

    Consists of 4 pillars that address the needs of 

three key stakeholder groups: successful farm-

ers, productive and respected workers, pros-

pering communities and alignment, collabora-

tion and advocacy 1. successful farmers = sus-

tainable model for securing a reliable supply 

of raw materials to ensure the profitability of 

farmers and to improve productivity, crop 

quality, input costs and to ensure fair prices; in 

the long-term Nestlé hopes to provide em-

ployment in the local societies, to benefit from 

the increased skill level and enabled technolo-

gy transfer 4. need to engage with govern-

ments, consumers, customers, media, inves-

tors and civil society groups;  

  

    Planned to establish baselines in 2013 in order 

to be able to monitor the development / pro-

gress 

  

  Support to 

achieve certain 

certifications 

Helped 14 cacao cooperatives to receive UTZ 

or Fair Trade certification 

sr2012, p.115 

  Financial 

assistance 

Financial assistance of around 23 million USD 

to farmers and services worth 37,8 million 

USD to assist more than 44.000 farmers 

sr2012, p.100 

  Sustainable 

Agriculture 

Initiative (SAIN) 

To support farmers and promote sustainable 

development worldwide. Broad range of 

commodities ( milk, coffee, cocoa); key chal-

lenges in irrigation and water management 

e.g. farmer and crop resilience to drought and 

flooding, waste water and organic water 

treatment and farm intensification techniques 

(examples on p. 94) 

sr.2012, p.94 

    Direct procurement markets covered by SAIN 

programs in %; 2012 10% 

sr2012, p.18 

  Farmer Connect Support milk farmers by offering veterinary 

services, support on silage and fodder pro-

grams and financing where gaps have been 

identified  

sr2012, p.122 
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  Other small 

projects 

  sr2012, p.122 

Pratice  11: 

Meetings 

and 

Conference

s  

CSV Global 

Forum 

In 2012 in New Delhi India, 5th of November: 

aim was to highlight the value of CSV a in 

South Asia, 450 government, civil society and 

business representatives took part. It is possi-

ble to watch all the sessions 

sr2012, p.24; 46, 

27 

  Nestlé Prize in 

CSV 

To help "innovaTIVE; commercially viable 

and high impact initiatives linked to water, nu-

trition or rural development achieve scale and 

financial sustainability 

  

    Awarded every two years and is open to indi-

viduals, government bodies, non-

governmental organizations, academia and 

private and social enterprises 

  

    Winner receives CHF 500000 to develop and 

scale up its initiatives 

  

    2012 winner Funadción Paraguaya de 

Coopercaión y DEsarollo for self-sufficient 

agricultural school' model: micro business in 

school  to teach teenagers the skills they need 

to find a job or set up their businesses (better 

description on page 46); p.47: Arcenciel, a 

Lebanese non-profit organization, which help 

farmers and small food-processing business 

owners to improve the sustainability and com-

petitiveness of Lebanese agriculture through-

out the value chain 

  

Pratice 12: 

Supplier's 

Scorecard 

      

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Stakeholder types Academia, communities, consumer and gen-

eral public, customers, employees, govern-

ments, industry and trade associations, inter-

governmental organizations, non-

governmental organizations, reporting agen-

cies, shareholders and financial communities, 

suppliers ( including farmers and smallhold-

ers) 

sr2012, p.27 

  Commitment to 

international initi-

atives and organi-

zations 

Fair Labor Association (FLA) which is a non-

profit multi-stakeholder initiative that works 

with major companies to improve working 

conditions in the supply chain 

sr2012, p.109 

  Collaboration 

with stakeholders 

SustainAbility, an independent think tank and 

strategic advisory firm which aims "to identify 

and prioritize the issues deemed most im-

portant to our company and ist stakeholders" 

sr.2012, p.15 

    Determine material issues with GlibeScan, a 

global research firm specializing in sustaina-

bility 

sr.2012, p.15 

    Partnership with Rainforrest Alliance sr2012, p.13 

    Membership of Common Code for Coffee 

Community (4C)  

sr2012, p.13 

  Surveys Involving sustainability experts and consum- sr.2012, p.15 
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ers 

  Stakeholder 

convenings 

To cover CSV and critical environmental and 

social issues and to form an important part of 

the engagement processes in combination with 

the Forum 

sr2012, p.27 

  Participation in 

different initia-

tives and forums 

e.g. Initiative on Salt Reduction, Rio+2, Na-

tional Red Cross, Proforest, RSPO 

sr2012, p.30-45 

  Other Extensive media scan, internal business im-

pact survey, Corporate risk map 

sr.2012, p.15 

  Output of 

stakeholder 

involvement 

Identification of 13 mega trends: economic 

volatility, political upheaval, technological in-

novation, resource constraints, increasing / de-

creasing purchasing power, urbanization, age-

ing population, rural poverty, over / under nu-

trition, population growth, rise of the develop-

ing world, climate change, water constraints + 

additional issues based on feedback from key 

stakeholders: biotechnology and nanotechnol-

ogy; soil fertility, land rights and acquisition, 

executive compensation, fair taxes and securi-

ty 

sr.2012, p.15 

Other Sourcing certified 

raw materials 

 e.g. 13% RSPO certified and 67% GreenPalm 

certified; also UTZ, 4C Association and Rain-

forest Alliance 

sr2012, p.115, 117 

  Local sourcing Local sourcing through the Farmer Connect 

program 

sr2012, p.106, 108 

    More than 133.000 tons sourced from Farmer 

Connect 

sr2012, p.13 

    Offer technical assistance to farmers e.g. Co-

coa Plan (Dairy 456.000 farmers, Coffee: 

190.000 farmers; Cocoa 43.000 farmers)   

  

    Local sourcing's benefits: employment oppor-

tunities to local people and reduction of 

transport-related environmental impact 

  

  Materiality matrix   sr2012, p.17 

  CSV Aiming to create value in three areas: nutri-

tion, water an rural development   

sr2012, p.9 

    Redefined obligations in order to strengthen 

their business long term " adding value for our 

shareholders and our stakeholders" 

sr2012, p.9 

    They would like to increase their competitive-

ness and commercial success in the long -term 

(+pyramid) 

sr2012, p.9 

    Deliver long-term shareholder value and bene-

fit society; communities have to prosper if the 

company would like to prosper; 

sr2012, p.9 

    Business should "develop products and ser-

vices that meet societal needs in developed 

and developing countries, use resources more 

efficiently across the entire value chain; im-

prove the conditions for local economic and 

social development"  

sr2012, p.9 
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Abbott Laboratories 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Abbott Supplier 

Guidelines 

Have to be signed by a supplier  program brochure, 

p.6; global citizen-

ship full report, 

p.66 

    Include expectations concerning ethical 

behavior, business integrity and fair competi-

tion, human rights, privacy, labor rights and 

worker protection, animal welfare, environ-

mental stewardship, and health and safety 

practices.; environmental procurement guide-

lines 

  

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Abbott Lead Supplier relationship is managed by an Abbott 

lead 

program brochure, 

p.6 

    Divisional and functional area representatives 

are involved in the evaluation process 

program brochure, 

p.6 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

      

Practice 4: 

Supplier's 

developmen

t 

      

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Supplier selection Identify a key group based on certain business 

needs 

program brochure, 

p.5 

    A supplier have to meet at least three of the 

following criteria 

program brochure, 

p.5 

    Typical criteria includes: 

• Meets minimum spend thresholds 

• Works with two or more Abbott operating 

divisions 

• Niche/specialty product or service provider 

• Provides services or products to Abbott 

worldwide 

• Strategic to Abbott business 

• Expected KPIs or service levels are not be-

ing achieved 

• Committed to providing adequate financial, 

human and 

program brochure, 

p.5 
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technical resources" 

  Supplier 

classification 

model 

Global Purchasing compliance team "identi-

fies suppliers in high-risk industries, geogra-

phies and spend categories, conducting inten-

sive screening in emerging markets" 

global citizenship 

full report, p.66-67 

    Supplier classification model as a risk assess-

ment tool 

global citizenship 

full report, p.66-67 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Resources for 

suppliers website 

includes expectations, FAQ section global citizenship 

full report, p.66; 

http://info.abbottsu

ppli-

ers.com/static/inde

x.html 

Practice 7: 

Suppliers 

Self-

Assessment 

Supplier social 

responsibility 

survey 

Have to be filled out by the suppliers in order 

to obtain information about hot the supplier 

"advances business objectives, implements 

policies, applies social investment and philan-

thropy, and exercises influence to make a pro-

ductive contribution to society.";  

Abbott Global Pur-

chasing Services 

document 

    Questions about working hours, ethical behav-

ior among workers, encouragement of their 

suppliers about sustainability issues, animal 

welfare, labor and wages information, health 

& safety information, environmental infor-

mation 

Abbott Global Pur-

chasing Services 

document 

Practice 8: 

Audits 

Audits By extermal auditors global citizenship 

full report, p.67 

    To ensure Safe working conditions; Dignified 

and respectful treatment of employees; Re-

sponsible manufacturing processes; Adequate 

management systems; Ethical practices 

  

    Graph - website http://www.abbott.

com/citizenship/cul

ture/supply-

chain.htm  

Pratice 10: 

Joint 

Projects 

      

Pratice  11: 

Meetings 

and 

Conference

s  

Stakeholder 

Forum 

In 2010 with experts, stakeholders, think 

tanks, moderated by SustainAbility consultan-

cy 

global citizenship 

full report, p.47; 

program brochure, 

p.18 

  Executive 

Business Reviews 

"Business review meetings are held with the 

Abbott lead, Abbott key 

divisional and functional area representatives 

and the program supplier." 

global citizenship 

full report, p.47; 

program brochure, 

p.18 

http://www.abbott.com/citizenship/culture/supply-chain.htm
http://www.abbott.com/citizenship/culture/supply-chain.htm
http://www.abbott.com/citizenship/culture/supply-chain.htm
http://www.abbott.com/citizenship/culture/supply-chain.htm
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    Frequency of meetings is determined based on 

business need but are typically held twice a 

year." 

global citizenship 

full report, p.47; 

program brochure, 

p.18 

Pratice 12: 

Supplier's 

Scorecard 

Abbott Global 

Purchasing Ser-

vices Supplier 

Performance Pro-

gram 

Formal metrics program for selected direct 

and indirect suppliers, contract-manufacturers 

program brochure, 

p.2, 3, global citi-

zenship full report, 

p.66 

    Agree on expectations beforehand / KPIs program brochure, 

p.2, 3, global citi-

zenship full report, 

p.66 

    Monitor performance by tracking the KPIs 

(automated scorecard) 

program brochure, 

p.2, 3, global citi-

zenship full report, 

p.66 

    Drive innovation among strong actors, support 

suppliers to increase performance who face 

challenges 

program brochure, 

p.2, 3, global citi-

zenship full report, 

p.66 

    Identify suppliers who are high performing 

(2012: 21 suppliers received the Supplier Ex-

cellence Award because of their continuous 

improvement and exceptionally strong per-

formance) 

global citizenship 

full report, p.66 

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Ongoing 

involvement 

e.g. with government and trade groups, local 

communities 

global citizenship 

full report, p.41 

  Establishing 

Council 

Established Global Citizenship Advisory 

Council to formalize their approach to stake-

holder management on key business and envi-

ronmental issues 

global citizenship 

full report, p.41 

Other Supplier Social 

Responsibility 

Program 

Assist in critical areas as employee health and 

safety, fair labor practices, diversity, ethics 

and environmental stewardship. 

global citizenship 

full report, p.66 

  Supplier Diversity 

Program 

Purchasing from "diverse base of suppliers, 

including small businesses and those owned 

by minorities, women, veterans, service-

disabled veterans and Indian tribes, as well as 

nonprofits and businesses located in Histori-

cally Underutilized Business Zones." 

global citizenship 

full report, p.67 

 

  



 

 
82 

Henkel 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Association of 

Materials Man-

agement, Purchas-

ing and Logistics 

(BME) 

 Mandatory for suppliers and  is based on the 

ten principles of the United Nations Global 

Compact 

sustainability 

report, p.9 

    Supplier have to recognize them or produce 

own comparable code of conduct 

sustainability 

report, p.9 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Henkel 

Management 

Board 

Bears the responsibility for the sustainability 

strategy and the compliance organization  

sustainability 

report, p. 5+6 

(organigram) 

  Sustainability 

Council (SC) 

Manages all global sustainability activities and 

is the central decision-making body 

sustainability 

report, p. 5+6 

(organigram) 

    Members of SC represent business units and 

corporate functions 

sustainability 

report, p. 5+6 

(organigram) 

    The aim is to ensure compliance with legal 

regulations and internal guidelines 

sustainability 

report, p. 5+6 

(organigram) 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Sustainability 

ambassador 

program 

A training initiative in the area of sustainabil-

ity which was established in 2012 

sustainability 

report, p. 34; 37 

    Employees receive trainings in order to con-

vey importance of sustainability to co-

workers, suppliers, customers and consumers 

sustainability 

report, p. 34; 37 

    Already 1.500 employees are "sustainability 

ambassadors" 

sustainability 

report, p. 34; 37 

  eCadamy Learning platform which provides all employ-

ees with virtual learning methods through in-

teractive courses, videos and online infor-

mation for further reading 

sustainability 

report, p. 34; 37 

Practice 4: 

Supplier's 

developmen

t 

Training 

Programs 

Trainings for farmers and  workers in the 

course of the Solidaridad project(s. below pro-

ject 4) 

sustainability 

report, p. 10; 24 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Risk assessment Risk assessment along two dimensions: poten-

tial risks in countries / markets and risk of 

value chains 

sustainability 

report, p. 10 
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     Country risk assessment: identified by inter-

national  institutions as being of heightened 

risk including criteria such as human rights, 

corruption and legal environment  

sustainability 

report, p. 10 

    Risk of value chains: Henkel identifies indus-

tries and sectors which represent as certain 

risk for the company 

sustainability 

report, p. 10 

    Classify suppliers according to the "traffic 

light" system: red= leads to an audit; yellow = 

improvement is needed and audit if necessary 

sustainability 

report, p. 10 

    Additional early warning system to identify 

risk profiles early as the assessment phase 

sustainability 

report, p. 10 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

      

Practice 7: 

Suppliers 

Self-

Assessment 

Self-assessment Based on questionnaires and assessments per-

formed by independent experts covering safe-

ty, health, environmental, quality, human 

rights, employee standards and anticorruption 

sustainability 

report, p.10 

    In 2013: 600 assessments sustainability 

report, p.10 

Practice 8: 

Audits 

Audits By independent audit companies to audit 

compliance with defined standards including  

on-site inspections e.g. production sites, dis-

cussions with local employees 

sustainability 

report, p. 10 

     Follow-up measures to ensure that suppliers 

implemented corrective actions; 

sustainability 

report, p. 10 

    2013: 200 audits were conducted sustainability 

report, p. 10 

    Henkel participates in cross-sectional initia-

tives in order to improve the transparency and 

efficiency of supplier audit and to establish 

cross-company standards 

sustainability 

report, p. 10 

Pratice 10: 

Joint 

Projects 

Solidaridad A three year program in Honduras initiated for 

7500 small farmers and 5000 workers to cre-

ate a sustainable supply chain for palm kernel 

oil that can be certified under the RSPO crite-

ria (1st project to change the production of the 

whole country to sustainable palm oil) 

sustainability 

report, p. 24 

    Farmers will receive trainings and assistance 

in optimal agricultural practices and better 

plantation management in order to increase 

the productivity and yield 

sustainability 

report, p. 24 

    Project is supported by  WWF, Netherlands 

Development organization SNV and the Pro-

forest Initiative 

sustainability 

report, p. 24 
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  Palm Oil Cooperation with suppliers along the entire 

value chain of palm oil production with the 

goal to use only sustainable palm oil by 2015 

sustainability 

report, p. 21 

    Besides the cooperation with RSPO estab-

lished the Forum on Sustainable Palm Oil in 

2013 in order to go beyond RSPO standards 

sustainability 

report, p. 21 

  Cooperation with 

suppliers 

Cooperation with suppliers and retail partners 

to improve the truck capacity utilization and 

thereby reduce the greenhouse gas emissions 

sustainability 

report, p. 17 

  Changing 

transport mode 

Beauty Care business unit changed from the 

truck to rail transport of an important raw ma-

terial to their plant in Wassertrüdingen, there-

by reducing CO2 by 270 metric tons per year 

sustainability 

report, p. 17 

Pratice  11: 

Meetings 

and 

Conference

s  

Supplier 

recognition 

Since 2008 the three business units introduced 

the special sustainability award in the last two 

years e.g. Laundry & Home Care awarded 

MonoSol for is water-soluble and biodegrada-

ble film for laundry and automatic dishwash-

ing detergents; Beauty Care awarded Evonik 

Industries for supporting Henkel to develop a 

new category of styling powders which does 

not contain any volatile organic compounds 

sustainability 

report, p.8 

Pratice 12: 

Supplier's 

Scorecard 

Henkel 

Sustainability 

Master 

Assess sustainability of a product category 

based on the value chains and six focal areas 

p. 33+ example)   

sustainability 

report, p.4,19; 24 

    Tool to maintain the dialogue between retail 

partners, NGOs, research institutions and oth-

er stakeholders 

sustainability 

report, p.4,19; 24 

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Ongoing dialogue Maintain dialog with all relevant stakeholders 

(= customers, consumers, suppliers, employ-

ees, shareholders, local communities, govern-

ment authorities, associations, non-

governmental organizations, politicians and 

academia in order to better understand the 

trends and challenges, to bring forward-

looking concepts into line with sustainable 

development and help to shape the implemen-

tation process of these, a  source of new ideas, 

identify potential risks at an early stage, to in-

novate and improve risk management, to de-

velop sustainability strategy and reporting and 

to share their knowledge, identify key issues 

sustainability 

report, p. 41,42, 43 

    Henkel took part in about 150 sustainability 

events in 24 countries and are part of many in-

itiatives such as "Save Food" initiative 

sustainability 

report, p. 41,42, 43 
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  Together for 

Sustainability 

Chemical Initiative for Sustainable Supply 

Chains with the aim to harmonize the complex 

supply chain management processes and op-

timize the dialog between business partners 

and to create synergies by using resources ef-

ficiently and with minimum administrative ef-

fort  

sustainability re-

port, p. 11 + over-

view of TfS 

    e.g. "an audit for one is an audit for all" = 

suppliers have to pass only one audit per-

formed by independent experts, the results are 

presented and available to all members on an 

internet platform; the auditing criteria (30 cri-

teria) were specified prior to the audits and 40 

qualified auditors were identified  

sustainability re-

port, p. 11 + over-

view of TfS 

    Based on the principle of the United Nations 

Global Compact and the Responsible Care Ini-

tiative of the International Council of Chemi-

cal Initiative 

sustainability re-

port, p. 11 + over-

view of TfS 

  Joint projects Number of projects supported  in 2012:2339 

and in  2013: 2422 

sustainability 

report, p.3; 4; 8 

    Joint projects on process optimization, re-

source efficiency, environmental and social 

standards and innovations with strategic sup-

pliers 

sustainability 

report, p.3; 4; 8 

    One example of a project:  with the Interna-

tional Council of Chemical Association 

(ICCA) and WBCSD: development of guide-

lines "for measuring and communicating how 

greenhouse gases can be avoided in value 

chains"; 

sustainability 

report, p.3; 4; 8 

  Active 

participation 

Sustainability Consortium, the Consumer 

Goods Forum, World Business Council for 

Sustainable Development; RSPO; Forum on 

Sustainable palm Oil to promote sustainable 

palm oil  and palm kernel oil production 

sustainability 

report, p.4,19; 24 

Other       

  Five-Step Re-

sponsible Supply 

Chain process 

Reasons 1. Supplier has to comply with the 

defined sustainability standards 2. Work with 

strategic suppliers to continuously improve 

sustainability standards in the value chain 

through e.g. knowledge transfer and continued 

education about process optimization, re-

source efficiency, environmental and social 

standards 

sustainability 

report, p.9 

+10(process) 

    Process:  risk assessment --> assessment --> 

analysis -->audit --> further  development 

  

  Life-cycle-

assessment 

Covers 70% of the sales across all product 

categories 

sustainability 

report, p.4 
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Akzo Nobel 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Vendor Policy Is a Code of Conduct, confirming their com-

pliance with environmental, social and gov-

ernance factors 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain.html; 

AkzoNobel Report 

2013, p.76-79 

    2013: 96% of product related suppliers  96% 

signed and 83% of non-product related suppli-

ers 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain.html; 

AkzoNobel Report 

2013, p.76-79 

  Ongoing review Constantly review their policies https://www.akzon

obel.com/sustainab

ility/managing_sust

ainability/reporting

_verification/;Akzo

Nobel Report 2013, 

p.76-79 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

      

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

      

Practice 4: 

Supplier's 

developmen

t 

      

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Supplier 

Categorization 

Critical suppliers are those in high growth 

countries where they "want to build a long-

term, mature supply base."  

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

    Selection may be based on risks associated 

with labor conditions, environmental perfor-

mance or business integrity, or security of 

supply of important materials 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

  Key suppliers Key suppliers are selected because of their 

importance to the business – spend or depend-

ency – as well as the potential for partnership 

and joint innovation 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 
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    Defined and identified 51 suppliers that are 

critical to AkzoNobel both now and in the fu-

ture and manage them in a differential way.  

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Sustainability 

website 

  https://www.akzon

obel.com/sustainab

ility/managing_sust

ainability/reporting

_verification/ 

Practice 7: 

Suppliers 

Self-

Assessment 

Online 

assessments 

By third parties are planned in 2014 http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

Practice 8: 

Audits 

Audits On site sustainability audits by third parties 

are planned in 2014 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

Pratice 10: 

Joint 

Projects 

Supplier Supports 

Visits (SSV) 

Designed to develop long-term local suppliers 

by raising their capability and performance 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain.html; 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html;  

    Include all critical suppliers   

    In 2013: 392 suppliers part of the program   

    Visits are carried out by teams from Procure-

ment and HSE 

  

    Of all SSV, 47 percent have resulted in a de-

velopmental score, which means actions have 

been formulated and discussed with the sup-

plier. 

  

    Follow-up visits are arranged to verify imple-

mentation and progress 

  

Pratice  11: 

Meetings 

and 

Conference

s  

      

Pratice 12: 

Supplier's 

Scorecard 
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Pratice 13: 

Stakeholde

r 

Involvemen

t 

Founding member International Supply Chain Management Con-

gress in Amsterdam where they had a   leader-

ship for the organization, sponsorship and 

support of the congress, which is recognized 

as a valuable contributor to the development 

of sustainability thinking and supply chain 

processes 

https://www.akzon

ob-

el.com/sustainabilit

y/managing_sustai

nabil-

ity/stakeholder_eng

agement/; 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html;  

  Collaborative 

initiative 

Together for sustainability (TfS): impact all 

supplier segments, including product related 

and non-product related suppliers. TfS is an 

industry initiative made up of seven leading 

European chemical companies, and will ex-

pand further. It aims to improve sustainability 

practices within the global supply chains of 

the chemical industry, building on established 

global principles such as the United Nations 

Global Compact and the Responsible 

Care® Global Charter. With TfS, our aim is to 

implement effective, leading edge practices 

across the industry. We are implementing 

standardized global assessments and on-site 

audits to monitor and improve sustainability 

practices in our supply chains. 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html;  

Other Complexity 

reduction 

"So-called slates of raw materials in key areas 

of spend are being developed. These slates de-

fine a core list of preferred materials/suppliers. 

Health and sustainability aspects, such as 

product safety and environmental concerns, 

are key criteria applied. The objective is to 

migrate our materials/suppliers over time on 

to these core materials, making our value 

chain less complex and more sustainable. The 

slate approach gives clear information on po-

tential business opportunities to improve our 

value chains – lower cost, improved sustaina-

bility and reduced risk." 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain/note-6-

supply-chain.html 

  Sourcing of re-

newable raw ma-

terials  

Area under development with our new strate-

gy 

http://report.akzono

bel.com/2013/ar/su

stainability/value-

chain.html 
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Roche 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Supplier Code of 

Conduct 

"The Roche Supplier Code of Conduct com-

prises the principles of the Pharmaceutical 

Supply Chain Initiative (PSCI): Ethics: Sup-

pliers shall conduct their business in an ethical 

manner and act with integrity. Labor: Suppli-

ers shall be committed to uphold the human 

rights of workers and to treat them with digni-

ty and respect. Health and Safety: Suppliers 

shall provide a safe and healthy working envi-

ronment, including for any company-provided 

living quarters. Environment: Suppliers shall 

operate in an environmentally responsible and 

efficient manner, and they shall minimize ad-

verse impacts on the environment. Manage-

ment Systems: Suppliers shall use manage-

ment systems to facilitate continual improve-

ment and compliance with the expectations of 

these principles." 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/suppli

er_code_of_conduc

t.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

    Supplier contracts and bidding process include 

sustainability clause 

  

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Corporate 

Sustainability 

Committee (CSC) 

Responsible for developing the Group’s sus-

tainability strategy and guidelines, and reports 

on related activities and progress 

http://www.roche.c

om/responsibility/s

ustainabil-

ity/csr_managemen

t.htm 

    Consists of a core team + working group + 

expert group 

http://www.roche.c

om/responsibility/s

ustainabil-

ity/csr_managemen

t.htm 

    Responsible for assessing social, environmen-

tal and ethical (SEE) risks which are incorpo-

rated into the Group Risk Report. 

http://www.roche.c

om/responsibility/s

ustainabil-

ity/csr_managemen

t.htm 

    Committee’s mission, structure, procedures 

and relationships to other parts of the organi-

zation are described in the Corporate Sustain-

ability Committee Charter 

http://www.roche.c

om/responsibility/s

ustainabil-

ity/csr_managemen

t.htm 

    Review if the operations are in line with inter-

national regulations and all stakeholder views 

and expectations are embedded and consid-

ered in the approach managing the supply 

chain 

http://www.roche.c

om/responsibility/s

ustainabil-

ity/csr_managemen

t.htm 
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Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Training for 

procurement staff 

All procurement staff that is in touch with 

suppliers must complete online or classroom 

sustainability training every two years 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

    In 2012 more than 500 procurement employ-

ees completed such training, helping them act 

as ambassadors in building sustainability with 

our suppliers 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

  Special meetings Held special meetings with procurement teams 

to address category-specific sustainability top-

ics e.g. anticorruption compliance 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

    Employees have to fill out a anti-corruption 

compliance questionnaire 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

Practice 4: 

Supplier's 

developmen

t 

E-Learning To help our suppliers increase their 

knowledge and understanding of the Roche 

Supplier Code of Conduct and of industry 

standards for sustainability 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm 
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    to understand Roche' expectations regarding 

code of conduct; conducting their business in 

an ethical manner and acting with integrity 

working against bribery and corruption 

upholding the human rights of workers and 

treating them with dignity and respect provid-

ing a safe and healthy working environment, 

operating in an environmentally responsible 

and efficient manner and using management 

systems to monitor continuous improvement 

and compliance with of sustainability princi-

ples 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm 

    Program is available in English, Chinese, 

Spanish, Portuguese and German, with trans-

lations to other languages underway. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm 

     In 2012: 2.000 supplier employees completed 

the e-learning 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_collaborating.htm 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Supply Chain 

Risk Management 

Covers the identification, assessment and mit-

igation of all operational risks, beginning at 

the earliest phases of development and contin-

uing throughout a product’s lifecycle.   

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

    Enables to identify, assess and mitigate risk 

and to identify opportunities to add value and 

drive innovation 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

    Primary risks include: economic risks, such as 

bribery and corruption, business integrity 

risks, supply chain interruption, insolvency, 

counterfeiting, and theft. environmental risks, 

such as hazardous materials, improper waste 

disposal, spills, climate change risk; social 

risk, such as child labor, violation of human 

rights, excessive overtime, poor working con-

ditions, exposure of workers to hazards, viola-

tion of data privacy, non-compliance with 

supplier diversity regulations 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

    Update risk management plan with the aim to 

reduce risk  in order to identify opportunities 

to create value 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply
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_practices.htm 

  Supplier selection Use a risk based approach to select their sup-

pliers 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm;http

://www.roche.com/

responsibil-

ity/business_ethics/

sustaina-

ble_supply/supply_

practices.htm 

    Segment suppliers based on the risk they pose 

to their business 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm;http

://www.roche.com/

responsibil-

ity/business_ethics/

sustaina-

ble_supply/supply_

practices.htm 

    A supplier might be categorized as low, medi-

um or high-risk 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm;http

://www.roche.com/

responsibil-

ity/business_ethics/

sustaina-

ble_supply/supply_

practices.htm 

    A risk mitigation plan is then developed by 

Roche in case of a high-risk supplier 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm;http

://www.roche.com/

responsibil-

ity/business_ethics/

sustaina-

ble_supply/supply_

practices.htm 

Practice 6: 

IT Plat-

form / 

Website for 
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Suppliers 

Practice 7: 

Suppliers 

Self-

Assessment 

Self-assessments 10 supplier sustainability audit reports and 

self-assessments received in the PSCI collabo-

ration by independent auditors 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

Practice 8: 

Audits 

Audits Conducting due diligence and audits to ensure 

supplier performance (   

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

    In 2012:1.000 supplier audits, of which 885 

were quality audits and 115 supplier sustaina-

bility audits worldwide (62 in the direct spend 

area (goods that go directly into production) 

and 53 of service providers) 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 
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    Majority of these audits were conducted in 

non-OECD countries, with emphasis on Chi-

na, Latin America and Eastern Europe 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

    10 supplier sustainability audit reports and 

self-assessments received in the PSCI collabo-

ration by independent auditors 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm; 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm 

  Improvement 

support 

Procurement teams coordinate with internal 

and external auditors to conduct audits of sup-

pliers and to help suppliers with follow-up ac-

tions to improve their performance 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

  Shared audits Collaborate with other healthcare companies 

under the Pharmaceutical Supply Chain Initia-

tive (PSCI) to share audit reports under a uni-

fied joint sustainability auditing protocol if the 

supplier agrees. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

Pratice 10: 

Joint 

Projects 

Supplier 

Relationship 

Center 

New concept to drive innovation in collabora-

tion with several external partners that are co-

located on our site together with Roche coun-

terparts. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 
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    Supplier key representatives work in pairs 

closely with Roche managers in a specially 

designed work environment 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

    Creation of an environment where different 

suppliers are able to work as a team, has been 

a ground-breaking route to positive results. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

    Along with its state-of-the-art center in San 

Francisco, the introduction of strong creative 

strategies has been vital to turning relation-

ships with suppliers into sources of ideas and 

efficiency for the business. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

Pratice  11: 

Meetings 

and 

Conference

s  

Supplier Day In 2012 in Shanghai with 100 Chinese suppli-

ers. We used the day to educate the suppliers 

about sustainability at Roche, compliance with 

the Roche Supplier Code of Conduct and our 

supplier audits.  

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm  

    A member of an external audit firm educated 

the suppliers about what to expect when the 

audit firm conducts a sustainability audit on 

behalf of Roche.  

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm  

    In May 2013  2nd Supplier Day in Basel with 

200 suppliers 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm  

    Developed innovative ideas http://www.roche.c

om/responsibility/b

usiness_ethics/sust

ainable_supply/suc

cess_stories.htm  

Pratice 12: 

Supplier's 

Scorecard 

      

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Supplier 

Relationship 

Center 

New concept to drive innovation in collabora-

tion with several external partners that are co-

located on our site together with Roche coun-

terparts. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

    Supplier key representatives work in pairs 

closely with Roche managers in a specially 

designed work environment 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/success_stories.htm
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    Creation of an environment where different 

suppliers are able to work as a team has been a 

ground-breaking route to positive results. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

    Along with its state-of-the-art center in San 

Francisco, the introduction of strong creative 

strategies has been vital to turning relation-

ships with suppliers into sources of ideas and 

efficiency for the business. 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/succes

s_stories.htm 

Other Environmental 

footprint 

reduction program 

Number of high footprint suppliers included in 

the environmental footprint reduction program 

to reduce footprint by min 10% by the end of 

2015 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/goals_

performance.htm  

  Termination of 

contract in case of 

non-compliance 

Termination of contract in case of non-

compliance / non-conformity 

http://www.roche.c

om/responsibility/b

usi-

ness_ethics/sustain

able_supply/supply

_practices.htm 

 

  

http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
http://www.roche.com/responsibility/business_ethics/sustainable_supply/goals_performance.htm
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Lotte Shipping Ltd 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Supplier 

Sustainability 

Management 

Guideline 

  sustainability 

report, p. 42-43 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

      

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Training program Operating effective training program with em-

ployees (regular and for new employees, also 

online trainings)  

sustainability 

report, p.39; 

    In 2012: 76 trainings for 6.379 employees   

Practice 4: 

Supplier's 

developmen

t 

Mutual Growth 

Academy 

Educational service for suppliers to develop 

their manpower) 

sustainability 

report, p. 40,41 

    Online and offline educational sessions sustainability 

report, p. 40,41 

    Training of suppliers before joint overseas 

market entering (in 2012: 226 suppliers) 

sustainability 

report, p. 40,41 

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Supply Chain 

Risk Analysis 

Identified 564 major suppliers sustainability 

report, p.43 

    Analyzed according to the 3 risks and catego-

rized in six risk classes 

  

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Wesbite Goal: to reinforce communication with suppli-

ers  

sustainability 

report, p. 40 

    "Shinmoongo": if suppliers experienced any 

unfair practice or inconvenience, they could 

add it to the corrective action plan anony-

mously 

sustainability 

report, p. 40 

Practice 7: 

Suppliers 

Self-

Assessment 

      

Practice 8: 

Audits 

Onsite inspections e.g garments sustainability 

report, p. 40,41 

Pratice 10: 

Joint 

Projects 

Establishment of 

sustainable 

growth with sup-

pliers 

Based on the 10 principles of UN Global 

Compact, Universal Declaration of Human 

Rights and ILO 

sustainability 

report, p. 40; 43 
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    Through supplier programs such as suppliers 

funding, training programs and consulting for 

space renting and communication window for 

suppliers 

sustainability 

report, p. 40; 43 

  Financial support 

prgrams 

Mutual Growth Fund for SME suppliers who 

are facing financial difficulties  

sustainability 

report, p. 42 

    In 2012: 542 suppliers got funded   

    Goal is to cultivate a stable and sustainable 

business environment to mutually growth with 

suppliers which results in a win-win coopera-

tion 

  

  Cash payment for 

procurement 

Reduced lead time so the suppliers got paid 

earlier and the financial problems might partly 

resolved 

  

Pratice  11: 

Meetings 

and 

Conference

s  

CEO Supplier 

Visit Day 

Since 2009 /2010 sustainability 

report, p. 40, 41 

  Performance 

Sharing System 

Introduced in 2012 which is a big event with 

12 companies 

sustainability 

report, p. 40, 41 

  Outstanding small 

business expo 

Outstanding products recommended by the 

SMDA were  exposed in the headquarters in 

Busan and other 12 branches  

sustainability 

report, p. 40, 41 

  Conventions   sustainability 

report, p. 40, 41 

Pratice 12: 

Supplier's 

Scorecard 

Green Card Give green points are given too companies to 

promote mutual growth  

sustainability 

report, p. 40 

    In 2012: 8,7 million points were given to 34 

companies 

sustainability 

report, p. 40 

  Corporate level 

supervisory 

system 

At least twice a year sustainability 

report, p.39 

Pratice 13: 

Stakeholde

r 

Involvemen

t 

      

Other Fair Trade 

Compliance 

Program 

Established in 2011 sustainability 

report, p. 39 
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Taiwan Semiconductor Manufacturing Co Ltd 

Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

Ethical standards 

& written 

declaration 

"TSMC requires our stakeholders such as our 

suppliers, vendors and other partners to accept 

and abide by the same high ethical standard to 

which we hold all of our officers and employ-

ee. For example, we require all of our suppli-

ers, vendors and partners to declare in writing 

that they will not engage in any fraud or pro-

vide unethical conduct when dealing with us 

or our officers and employees. We also pro-

mote our ethical culture to our business part-

ners through regular live seminars to prevent 

any unethical conduct." 

Corporate Social 

Responsibility re-

port, p.29 

  Green standards   Corporate Social 

Responsibility re-

port, p.55 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

CSR Comittee Consists of representatives across functions Corporate Social 

Responsibility re-

port, p.2,7 

    Set annual goals and review them quarterly  Corporate Social 

Responsibility re-

port, p.7, 58 

    By gathering the know-how of departments 

members brainstorm innovative ways to ad-

dress CSR issues in three major dimensions’ 

of economy, environment and society 

Corporate Social 

Responsibility re-

port, p.7 

    Tracks the effectiveness of improvement pro-

jects with suppliers to improve green pro-

curement, environmental protection, regulato-

ry compliance, certification acquisition, indus-

trial safety assurance 

Corporate Social 

Responsibility re-

port, p.58 

    Address supply chain issues and manage po-

tential supply chain risks 

Corporate Social 

Responsibility re-

port, p.58 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

      

Practice 4: 

Supplier's 

developmen

t 

Experience-

sharing seminars 

in case of correc-

tive actions 

If a supplier does not have the resources, 

TSMC organizes experience-sharing seminars 

or "perform on-site counseling to improve per-

formance" 

Corporate Social 

Responsibility re-

port, p.59 

  Force suppliers to 

conduct internal 

trainings 

TSMC required their supplier to implement in-

ternal trainings in order to improve quality and 

ensure sustainability of the raw material sup-

ply chain 

Corporate Social 

Responsibility re-

port, p.59 
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Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Risk assessment e.g. Geographical, fire, earthquake and climate 

change risk management 

Corporate Social 

Responsibility re-

port, p.56-57 

  Supplier's supply 

chain risk man-

agement 

Suppliers need to have "the ability to review 

their suppliers' risk management and to en-

hance the reliability of the supply chain" 

Corporate Social 

Responsibility re-

port, p.57 

  Supply Chain 

Sustainability 

Risk Map 

  Corporate Social 

Responsibility re-

port, p.57 

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

Supply Online 

System for Data 

Exchange 

Goals: speed information flow, increased peo-

ple's efficiency, reduction of human error, de-

crease of overall supply chain costs 

Corporate Social 

Responsibility re-

port, p.58 

    3.029 suppliers use the platform Corporate Social 

Responsibility re-

port, p.58 

Practice 7: 

Suppliers 

Self-

Assessment 

Questionnaires On environmental protection, health, safety Corporate Social 

Responsibility re-

port, p.59 

  Water 

Management 

Survey 

Completed with 56 major suppliers in U.S., 

Japan and Taiwan to encourage water savings 

Corporate Social 

Responsibility re-

port, p.60 

  Carbon Inventory 

and Carbon Re-

source Manage-

ment Survey 

Completed with 56 major suppliers in U.S., 

Japan and Taiwan to encourage carbon reduc-

tion 

Corporate Social 

Responsibility re-

port, p.60 

Practice 8: 

Audits 

Audits On annual basis Corporate Social 

Responsibility re-

port, p.58 

  Improvement 

support 

Joint development of appropriate solutions in 

order to meet TSMC expectations 

Corporate Social 

Responsibility re-

port, p.58 

    "Solutions are executed by specified sponsors 

with a clear goal and time frame." 

Corporate Social 

Responsibility re-

port, p.58 

    Senior managers have to commit to improve-

ment 

Corporate Social 

Responsibility re-

port, p.59 

    If a supplier does not have the resources, 

TSMC organizes experience-sharing seminars 

or "perform on-site counseling to improve per-

formance" 

Corporate Social 

Responsibility re-

port, p.59 
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Pratice 10: 

Joint 

Projects 

Product Water 

Footprint 

Collaborate with 20 major suppliers to reduce 

the water footprint 

Corporate Social 

Responsibility re-

port, p.60 

  Carbon footprint Collaborate with 15 major suppliers to reduce 

the carbon footprint 

Corporate Social 

Responsibility re-

port, p.60 

Pratice  11: 

Meetings 

and 

Conference

s  

Sustainable De-

velopment and 

Risk Management 

Forum 

In 2012 to raise the standards of our supply 

chain through experience-sharing 

Corporate Social 

Responsibility re-

port, p.59 

    Awarded 8 equipment and materials suppliers 

for their outstanding performance 

Corporate Social 

Responsibility re-

port, p.60 

    450 suppliers participated in the Forum  Corporate Social 

Responsibility re-

port, p.60 

  Quarterly 

Business Review 

Quarterly meetings with suppliers to review 

performance (also sustainability performance) 

and to ensure that suppliers comply with 

TSMC requirements 

Corporate Social 

Responsibility re-

port, p.58 

  Supplier Quality 

System Seminar  

Held in 2012 in order to improve process qual-

ity 

Corporate Social 

Responsibility re-

port, p.59 

Pratice 12: 

Supplier's 

Scorecard 

Supply Chain 

Sustainability 

Risk Map 

In 2009 developed the Sustainability Evalua-

tion Score in order to assess suppliers' supply 

chain risk and sustainability, combined with 

delivery, quality etc. 

Corporate Social 

Responsibility re-

port, p.57 

  Supplier 

Scorecard 

Semi-annual or quarterly monitoring of key 

indicators  

Corporate Social 

Responsibility re-

port, p.58 

    Energy saving and carbon reduction manage-

ment: suppliers are required to collect carbon 

inventory data in their manufacturing plants, 

develop a product-based carbon footprint, and 

provide carbon reduction performance data.; 

Water resources and water manage-

ment: suppliers are required to collect water 

inventory data in their manufacturing plants to 

establish a water footprint, and to provide a 

specific water resource management plan.; 

Green Products and Hazardous Substances 

Control Specification: in response to global 

hazardous substance controls and eco-friendly 

product specifications, we ask suppliers to 

comply with PFOS/PFOA/RoHS/REACH and 

other global chemical control standards. --> to 

eliminate hazardous substances; also waste 

management 

Social 

Responsibility 

Report, p.55 

Pratice 13: 

Stakeholde

r 
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Involvemen

t 

Other Suppliers must 

encourage their 

suppliers to act 

sustainable 

Tier-2 suppliers’ green supply chain: suppliers 

must work with their upstream suppliers on 

environmental protection, reduction of carbon 

emissions, and water conservation-related 

measures 

Social 

Responsibility 

Report, p.56 

  Require 

certification of 

suppliers 

Suppliers must have ISO 14001, RC 14001, or 

other relevant environmental management sys-

tem certification 

Social 

Responsibility 

Report, p.56 

    TSMC requires major suppliers to obtain 

OHSAS 18001 certification or other health 

and safety management system certification 

Social 

Responsibility 

Report, p.56 

  Adoptation of 

international 

standards 

Adopted Electronics Industry Citizenship Coa-

lition (EICC) standards in order to ensure fair 

labor rights and working conditions and re-

quire suppliers to "comply with environmen-

tal, health and safety, labor rights and working 

conditions standards 

Social 

Responsibility 

Report, p.59 

  Conflict minerals Ensure to produce their products from conflict 

free areas 

Social 

Responsibility 

Report, p.60 

    Strong supporter of EICC and Global e-

Sustainability Initiative in order to support 

suppliers to source conflict free minerals 

Social 

Responsibility 

Report, p.60 

    Require their suppliers "to disclosure infor-

mation on smelters and mines since 2011" and 

review supplier survey annually in order to 

expand the disclosure if it will become neces-

sary 

Social 

Responsibility 

Report, p.60 
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Alcatel Lucent 
Practice  1: 

Supplier's 

Code of 

Conduct 

(CoC) 

EICC Code of 

Conduct 

Requires suppliers to comply with clearly de-

fined principles based on international and 

sectorial standards e.g. United Nations Global 

Compact's 10 principles and the Electronics 

Industry Citizenship Coalition (EICC) Code of 

Conduct. 

Sustainability 

report 2012, p.205 

Practice 2: 

Depart-

ment on 

Sustainabil-

ity Issues 

Sustainability 

council 

Chaired by CEO and Head of Sustainability Sustainability 

report 2012, p.15 

    Consists of members of the Management 

Committee and two external advisors 

Sustainability 

report 2012, p.15 

    Meets quarterly "to set priorities, track pro-

gress on commitments and review sustainabil-

ity strategy issues" 

Sustainability 

report 2012, p.15 

    Identifies potential risks and opportunities and 

provide recommendations to the Management 

Committee and Board of Directors on "emerg-

ing and critical sustainability issues for the 

Company" 

Sustainability 

report 2012, p.15 

  Sustainability 

team 

"Defines and drives the implementation of 

sustainability strategy and initiatives world-

wide" 

Sustainability 

report 2012, p.15 

  Sustainability 

network 

"Manages sustainability operations throughout 

the company" 

Sustainability 

report 2012, p.16 

Practice 3: 

Training of 

Procure-

ment Per-

sonnel 

Training of pur-

chasing responsi-

ble employees 

In 2012 78% of employees in Purchasing 

group have to attend the training 

Sustainability 

report 2012, p.213 

    Face-to-face training and e-learning including 

information on the latest updates to their pur-

chasing processes 

Sustainability 

report 2012, p.213 

Practice 4: 

Supplier's 

developmen

t 

      

Method 5: 

Risk as-

sessment 

and Cate-

gorization 

of Suppli-

ers 

Sustainability 

rating 

Performance and documentation are analyzed  Sustainability 

report 2012 

    In 2012 94% of suppliers were assessed (992) 

suppliers 

  

  Supplier rating 70% of suppliers are already rated as satisfac-

tory and over 

Sustainability 

report 2012, p.212 

    Risk assessments when evaluating new sup-

pliers 

  

    Reassessment of the risk levels of major sup-

pliers on an annual basis 

  

    Assessments measure the level of risk accord-

ing to the supplier's type of activity, location 

and other factors 
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    If the overall risk level is excessive, either the 

supplier may be rejected or actions such as a 

formal sustainability rating process may be 

taken to ensure the supplier's practices meet 

our requirements. 

Sustainability 

report 2012, p.209  

Practice 6: 

IT Plat-

form / 

Website for 

Suppliers 

      

Practice 7: 

Suppliers 

Self-

Assessment 

      

Practice 8: 

Audits 

Audits Quality audits which also  include sustainabil-

ity criteria 

Sustainability 

report 2012, p.209 

-211 

    Quality audits are a supplier selection element 

and are performed by our Supplier Quality 

team 

Sustainability 

report 2012, p.209 

-211 

    In 2012 53 sustainability and  quality audits Sustainability 

report 2012, p.209 

-211 

    Comprehensive sustainability dedicated audits Sustainability 

report 2012, p.209 

-211 

    Onsite sustainability audits are typically con-

ducted for suppliers having an unsatisfactory 

EcoVadis rating and with a high sustainability 

risk profile. 

Sustainability 

report 2012, p.209 

-211 

  Supplier 

Improvement 

Program 

Kickoff meeting with buyer and supplier to 

explain the process and expectations, devel-

opment of an improvement plan 

Sustainability 

report 2012, p.212-

213 

    "The Alcatel-Lucent Sustainable Purchasing 

team provides the supplier with recommenda-

tions on how to address identified weaknesses. 

The supplier takes corrective actions and 

sends supporting documentation to Alcatel-

Lucent.  Sustainable Purchasing team reviews 

the documents to determine if the corrective 

action is satisfactory or if new recommenda-

tions need to be provided. Our Sustainable 

Purchasing team follows up with the supplier 

and evaluates the quality of its improvement 

plan; once that is done, we elevate the supplier 

to a satisfactory rating if overall progress 

meets our expectations (otherwise, the suppli-

er is recommended to be reassessed and to 

keep working on weaknesses that have not yet 

been addressed)." 

Sustainability 

report 2012, p.212-

213 

  Follow-Up Audits   Sustainability 

report 2012, p.212-

213 

Pratice 10: 

Joint 

Projects 

Innovation 

projects 

Since 2011 70 sustainability innovation pro-

jects with suppliers 

Sustainability 

report, p. 204 

  Key suppliers Identified 72 key suppliers Sustainability 

report, p. 204 
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    Held four formal reviews with each of these 

72 suppliers to discuss relationship with them, 

their scorecard performance, and business op-

portunities. 

Sustainability 

report, p. 204 

Pratice  11: 

Meetings 

and 

Conference

s  

Supplier seminar Supplier seminar in New Jersey Sustainability 

report, p. 214 

  Supplier sustaina-

bility awareness 

and performance 

events 

  Sustainability 

report, p. 214 

  Workshops In 2012  workshop with 16 suppliers in China 

with the purpose to promote sustainability 

awareness among suppliers with unsatisfacto-

ry EcoVadis ratings and help their sustainabil-

ity improvement plans 

Sustainability 

report, p. 214 

Pratice 12: 

Supplier's 

Scorecard 

Scorecard Sustainability as one of the 8 parts of the 

scorecard  

Sustainability 

report, p. 202 

Pratice 13: 

Stakeholde

r 

Involvemen

t 

Collaborative 

initiative 

Active participant in the GeSI Supply Chain 

Working Group, which is developing respons-

es to such sustainability issues as conflict 

minerals and supply chain education.  

Sustainability 

report, p. 215-216 

    Work closely with EcoVadis and others in the 

industry to improve existing sustainability 

tools and develop new ones — for example, 

the first supplier sustainability training work-

shop organized by EcoVadis. 

Sustainability 

report, p. 215-216 

  Materiality 

Assessment 

First assessment in 2011 involved "internal 

analysis of 42 sustainability issues relevant to 

our industry, spanning areas such as customer 

expectations, risk management, the environ-

ment (product-related), employees, ethics and 

governance, customers, supply chain, commu-

nity and philanthropy" 

Sustainability 

report, p. 8 

    In the process involved 50 Alcatel-Lucent ex-

ecutives, sustainability experts from key func-

tions, top customers 

Sustainability 

report, p. 8 

    Dialogue with key external stakeholders and 

NGOs on most of material topics 

Sustainability 

report, p. 9 

Other Conflict minerals Rolled out a conflict minerals traceability pilot 

program with select suppliers to raise their 

awareness of conflict minerals and gain expe-

rience with the EICC/GeSI data collection and 

validation process 

Sustainability 

report, p. 207 

  Adoptation of 

international 

standards 

Adherence to the EICC Code of Conduct Sustainability 

report 2012, p.205 

  Suppliers must 

encourage their 

suppliers to act 

sustainable 

All suppliers who sign a business agreement 

with Alcatel-Lucent are required (through 

contractual templates) to commit to the EICC 

Code of Conduct and cascade its requirements 

throughout their own supply chains. 

Sustainability 

report, p. 205 

  Local sourcing Manufacture products regionally in order to 

avoid the need for overseas shipments from 

the factories to our customers 

Sustainability 

report, p. 204 
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    Intend to have regional suppliers for each 

manufacturing site to provide selected com-

modities 

Sustainability 

report, p. 204 

    Sourcing strategy is to have at least one pre-

ferred supplier per region in order to enhance 

local development while reducing inventory 

requirements, costs and CO2 emissions related 

to transportation and to increase supply chain's 

flexibility.   

Sustainability 

report, p. 204 

  Regular reporting Report in sustainability performance using 

guidelines of the Global Reporting Initiative  
Sustainability 

report, p. 7 

 


