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Reducing	Risk	and	Sourcing	
Sustainably:	The	Path	to	Supply	

Chain	Transparency	

The Big Picture 
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In	the	Numbers	

3	

Children	 Million	children	engaged	in	child	labor	around	the	world	

Global	populaLon	reliant	on	commodity	producLon	for	
livelihood		

Consumers	 Billion	cell	phones	globally	by	2016	dependent	on	
extracLve	industries	for	minerals	

Ecolabels	around	the	world	in	197	countries	in	25	
industry	sectors	Informa1on	

Popula1on	 Billion	people	globally	

Planet	 Million	hectares	of	net	forest	lost	annually	

59	

1/3	

2	

459	

7.3	

5.2	

Producers	

Bateman 2016 MIT CTL. Do not quote without author 
authorization 

MoLvaLon	

§  Ethical	consumpLon	(will)	“reach	breakout	proporLons	in	2016”	
	 	Economist	(2015)	

§  “People	believe	that	corporate	supply	chains	are	a	place	to	conceal	skeletons.	Corporate	
treatment	of	workers	overseas	is	abominable.	They	plunder	scarce	resources	and	pollute	
the	landscape.	Companies	are	loyal	only	to	profit.	70%	of	our	sample	believe	that	
companies	were	not	transparent	about	the	goods	they	sell	to	the	public.”		
	 	Forbes	2015	

§  “Many	people	have	realized	that	the	cost	of	inacLon	is	oZen	greater	than	the	cost	of	
acLon.	CompeLtors	need	to	say	that	it	is	in	our	own	self-interest	that	we	move	to	
sustainable	sourcing,	stop	illegal	deforestaLon…	If	the	consumer	goods	industry	does	not	
move	to	a	more	sustainable	model,	most	of	its	profits	will	be	wiped	out	in	30	to	50	years,	
and	if	you	are	in	food	even	earlier.”	
	 	Paul	Polman,		CEO	of	Unilever	

§  “When	Greenpeace	reaches	for	its	toolbox,	it	tends	to	find	only	one	tool,	and	that’s	a	
mallet	and	it	tends	to	beat	people	over	the	head	with	it....But	it	works,	in	the	sense	that	it	
starts	the	process	of	change.”		
	 	Scoa	Ponyton,	Founder	of	The	Forest	Trust	
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MoLvaLon	
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Sustainable	Sourcing	“Strategies”	

•  Grow	Revenues	
–  Ex:	new	sustainable	product	introducLon	

•  Reduce	Costs	
–  Ex:	Increase	resource	efficiencies	

•  Manage	Risk	
–  Ex:	Long	term	supply	

•  Build	Intangible	Assets	
–  Enhance	brand	through	social	and	environmental	
responsibility	

•  WHERE	TO	START?	
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Five	steps	to	develop	a	sound		
Sustainable	Sourcing	Strategy	

1.	Gauge	
Pressures	

2.	IdenLfy	
Risks	and	
Impacts	

3.	Assess	and	
PrioriLze	4.	Create	Plan	

of	AcLon	

5.	Engage	
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Extract	 Transform Deliver	 	Use	 Recover	

Society	
(Reputa1on	&		
Expecta1ons)	

Government	
(Regula1ons)	

Natural	Resources	
(Availability	&	Opera1ons)	

Adapted	from	Paqueae,	MIT	2005	

Customers	
(Markets	&	
Financial)	
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RegulaLon	
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Regula1on	 Requirements	

European	Commission	Food	RegulaLon,	
U.S.	Food	Safety	ModernizaLon	Act	

Food	traceability	requirements	through	
all	stages	of	producLon,	processing,	and	
distribuLon	

U.S.	Dodd-Frank	Wall	Street	Reform	
and	Consumer	ProtecLon	Act,	SecLon	
1502	

SEC	registered	companies	must	disclose	
their	use	of	conflict	minerals	

EU	Timber	RegulaLon,	U.S.	Lacey	Act	 Prohibits	illegal	Lmber	products	on	
market,	obligaLons	to	keep	records	for	
traceability	of	source	

GeneLcally	Engineered	Food	Right-to-
Know	Act	(Introduced	LegislaLon)	

Disclosure	of	any	food	that	is	
geneLcally	engineered	or	contains	one	
or	more	GE	ingredients	

California’s	Transparency	Act	in	Supply	
Chains	SB	657	

Requires	companies	doing	business	in	
California	to	disclose	efforts	to	combat	
slavery	and	human	trafficking		
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authorization 



1/22/16 

6 

NGO	Pressures	

•  Mitsubishi	CorporaLon	&	RAN	
–  Paper	Sourcing	

	

•  Nestle	&	Greenpeace	
–  Palm	Oil	suppliers	
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Other	Pressures	

•  Industry	CompeLLveness	–	
early	movers	

•  Social	Media	–	brand	value	
•  Risk	MiLgaLon	–	materials	
•  Consumer	awareness	and	
preference	
–  In,	On,	Around	
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Five	steps	to	develop	a	sound		
Sustainable	Sourcing	Strategy	

1.	Gauge	
Pressures	

2.	IdenLfy	
Risks	and	
Impacts	

3.	Assess	and	
PrioriLze	4.	Create	a	

Plan	of	AcLon	

5.	Engage	
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CPO$

CPKO$

KERNELS$ CPKO$FFB$FFB$

FFB$

FFB$

CPKO$

DOWNSTREAM+OPERATIONS+

OTHER+ESTATES/
SCHEMES+

TRADERS+

INDEPENDENT+SMALL++
HOLDER+FARMERS+ SCHEME+FARMERS+

PROCESSING+PLANT++SUPPLIER+KERNEL+CRUSHER+PLANTS+SUPPLIER+PALM+OIL+
MILLS+

OTHER+PALM+OIL+MILLS+ OTHER+KERNEL+SOURCES+

DOWNSTREAM+OPERATIONS+

KERNELS$

LEGEND$

Mapping	the	supply	chain:	Palm	Oil	
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Transparency	&	Traceability	

•  Transparency:	Process	
by	which	a	company	
takes	acLon	on	the	
insights	gained	through	
greater	visibility	in	
order	to	manage	risks	
more	effecLvely	

•  Traceability:	the	history,	
distribuLon,	locaLon,	
and	use	of	products,	
parts,	and	materials	
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IdenLfying	Risks:	Materiality	Assessment	
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Significance to Business 

Low Impact, 
High Interest 

Issues 

High Impact, 
High Interest 

Issues 

Low Impact, 
Low Interest 

Issues 

High Impact, 
Low Interest 

Issues 
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Five	steps	to	develop	a	sound		
Green	SCM	Strategy	

1.	Gauge	
Pressures	

2.	Assess	Risks	
and	Impacts	

3.	Assess	and	
PrioriLze	4.	Create	a	

Plan	of	AcLon	

5.	Engage	
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Company	Approach	
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Supplier	Code	of	Conduct	

Sustainability	Criteria	in	Procurement	

Source	“Sustainable”	
Materials	

Supplier	or	
stakeholder	
collaboraLon	

VerLcal	
IntegraLon	
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Supplier	Transparency	
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80	full-Lme	auditors	
+	

auditors,	of	auditors	
+	

Training	of	supply	chain	
organizaLon		
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Standards	Map	
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2.03 million: Cocoa industry 
needs to respond to rising 
child labor numbers 
August 19, 2015 
Bernie Pacyniak 

Mondelez overhauls women’s 
rights commitment after 
criticism 
By Oliver Nieburg+, 23-Apr-2013 

The Washington Post:  
Why your morning cup of coffee may not be as 
Earth-friendly as you think 
By Joby Warrick August 28 
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Coffee	“Big	Four”	and	standards	

Nestlé AAA 
Sustainable 

Quality 
Program 
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Chocolate	and	standards	

Cocoa Life 
Program 

Nestlé AAA 
Sustainable Quality 

Program 
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Five	steps	to	develop	a	sound		
Sustainable	Sourcing	Strategy	

1.	Gauge	
Pressures	

2.	Take	
Strategic	
Stance	

3.	Assess	&	
PrioriLze	4.	Create	Plan	

of	AcLon	

5.	Engage	
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Types	of	OrganizaLons	SupporLng	Supply	Chain	
Transparency	
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Informa1on	Exchange		 Standards/	
Cer1fica1ons		 Governance	Mechanisms		

Descrip1on		
Products	and	services	for	
data	collecLon	and	sharing	

Voluntary	and	mandatory	
aaributes	for	social	supply	chain	
compliance		

OrganizaLonal	infrastructure	
for	informaLon	exchange	
and	transparency		

Solu1on	
for	

company		

SoZware	for	data	
collecLon,	supplier	
collaboraLon,	supplier	
audit,	more	informaLon	
for	the	company	

License	to	operate	minimum	
standards,	guarantee	of	
credence	aaributes,	opportunity	
to	inform	consumer		

Industry	collaboraLon,	
external	partnerships,	
shared	responsibility		

Supply	
Chain	
Scope		

Dyadic,	Supply	Chain	 Dyadic,	Supply	Chain,	Network		 Supply	Chain,	Network		

Examples		

Labour	Voices,	Ecovadis,	
Sourcemap,	
Geotraceability		

Fair	Trade,	Rainforest	Alliance,	
UTZ,	RSPO,	Beaer	Coaon	
IniLaLve		

IDH	–	Sustainable	Trade	
IniLaLve,	EICC,	Sustainable	
Apparel	CoaliLon,	UN	Global	
Compact		
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The	P&G	Sustainable	Sourcing	Framework	
STAKEHOLDER

S 
ACTIONS 

§  Map ISH farmers to Dealers & Mills 
§  Segmentation and Clustering of 

ISH on 
•  Locations and closeness  
•  RSPO Gap 
•  Leverage Potential 

U
ps

tr
ea

m 
D

ow
ns

tr
ea

m 

SMALL  HOLDER 
FARMERS 

KERNEL 
CRUSHER 

PLANTS 

POCESSING PLANT 

§  Map all Palm Oil Mills to all direct 
and indirect suppliers 

•  Analysis of Historical Data, 
Input & Output volumes 

§  Segmentation of Mills, Dealers & 
customers of Palm Kernels 

§  Map all KCPs to Palm Oil Mills 
•  Analysis of Historical Data, 

Input & Output volumes 
§  Map KCPs to Other PO Mills 

•  Analysis of Historical Data, 
Input & Output volumes 

§  Segmentation of Scheme and Non-
Scheme and customers of PKO 

PALM OIL 
MILLS 

§  Map KCP & sources input 
•  Analysis of Historical Data, 

Input & Output volumes 

TRADERS 

§  Map dealers to all sources of input 
•  Analysis of Historical Data, 

Input & Output volumes 
§  Segmentation input suppliers and 

end customers 

ISHF and Small Grower GOALS 
 

§  ISHFs embrace sustainability 
and continue to be a part of 
the Sustainable Palm Oil and 
Palm Kernel Oil Supply Chain 

§  Systemically incentivize ISHFs 
& Small Growers for 
sustainable production and 
certification with financially 
viable models 

§  Ensure zero deforestation in 
P&G ISHF, Small Grower 
Supply Chain 

§  Facilitate traceability and 
transparency throughout the 
sustainable Palm oil supply 
chain 

SPONSOR 
Lead the Palm Oil Industry ISHFs 
sustainability certification effort by 
providing a template for 
facilitation and intervention with 
environmental and social 
responsibility 

STAKEHOLDERS	
Facilitate	the	development	and	
implementaLon	of	a	framework	for	
ISHFs	&	Small	Growers	cerLficaLon	

FACILITATION & INTERVENTIONS  OBJECTIVES 
A stepped approach with milestones 
and metrics to facilitate the ISHFs and 
Small Grower RSPO certification and 
beyond 

RFA MPOB/C RSPO Others 

POLICY MAKERS 

POP P&G GOV Others 

SUPPORTERS 

POP P&G NGO’s Others 

IMPLEMENTORS 

Stakeholders, Supporters, 
Facilitators, Environment, Others 

BENEFECIERIES 

KPIs 
KPIS and Milestones to track and 
monitor the progress. 
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Starbucks	C.A.F.E.	PracLces	
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93%	
	ETHICALLY	SOURCED		
	

COFFEE	

$16.9M		
FARMER	LOANS	

	
CONTRIBUTION	

S T A R B U C K S 	 C O F F E E 	 C O M P A N Y 	

6	
FARMER	SUPPORT		

	
CENTERS	

	
(COSTA	RICA,	COLOMBIA,	RWANDA,	TANZANIA,	CHINA,	GUATEMALA)	

15	YEARS	
CONSERVATION	INTERNATIONAL	

	
PARTNERSHIP	

44M POUNDS 
FAIRTRADE CERTIFIED COFFEE 

90%	
	C.A.F.E.	PRACTICES	
	

VERIFIED	

Transparency	

30 

5/28/15, 12:16 PM3.11 Interactive Map - NIKE, Inc.

Page 1 of 2http://www.nikebiz.com/crreport/content/workers-and-factories/3-11-0-interactive-map.php?cat=map

Overview

Profiles: Factories, Monitoring and Workers

Excessive Overtime

Wages

Freedom of Association

Human Resources

Brand Collaboration

Interactive Map

HRM in Practice FY08/09

Brand and Factories Collaborate

Hytex, Malaysia

Interview with Whanil Jeong

Footwear Factories

Use the map above to learn more about our contract manufacturing network and the countries where we do
business.

The factories featured on this map are above-the-line Nike Brand contract factories active as of
6.1.2009. Above-the-line applies to all product manufacturing sites delivering finished goods that
are ready for retail and/or public consumption and bear the Brand's logos and marks; collegiate
product of all types; and specific high value or critical subcomponents on a case-by-case basis

Nike Brand contract factory worker totals include management

Contract factories provide the data per a predefined profile. It is validated when audits are
performed during the year and updated annually

Country economic indicators and demographic information sourced from CIA World Factbook.
All data is estimated as of 2008 except for Macau and Fiji, which is estimated as of 2007

Divisional Revenue Disclaimer:

Nike Brand Fiscal Year 2010 Revenues for Quarter Ending 11/30/2009

Financial data on global map includes Global Brand Divisions, which primarily represent Nike
Brand licensing businesses that are not part of a geographic operating segment

Data current as of 12/17/2009
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PotenLal	Outcomes	of	Sustainable	Sourcing	

Performance	
•  Reduce	Risk	
•  OperaLonal	efficiencies	and	

process	consistency	
•  Securing	Supply	
•  Supplier	SelecLon	and	

Supplier	RelaLonships	
•  ReputaLonal	Benefits	
•  MeeLng	Legal	

Requirements	

Sustainability	
•  MeeLng	Stakeholder	

Demands	
•  ValidaLng	Sustainability	

Claims	
•  Security	of	Natural	

Resources	
•  Ability	to	Find	and	Address	

“Hot	Spots”	in	Supply	Chain	
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THANKS!	QUESTIONS?	
Alexis	H.	Bateman	hickmana@mit.edu	
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