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ABSTRACT
Organisations have now risen to the challenge of sustainability that includes honesty
and integrity in supply chains. From industry level certifications/audits and adoption
of transparency progression models to principles being laid down by the UN on a
Code of Conduct for sustainability and regulation by quasi-regulators like
accounting standard setters as well as regulation by government bodies themselves
making sustainability reporting mandatory at least for big companies, a lot of work
has been done to carry forward the agenda of sustainability in supply chains. The
goal is to ensure ethical practices throughout the supply chain for the benefit of
consumers and other stakeholders.
Keywords: Supply Chain Integrity Principles, Sustainability Reporting

INTRODUCTION
Honesty and integrity in supply chains is now expected of every business. Shareholders,
employees, customers and other stakeholders all place a premium on ethical businesses –
businesses that not only follow ethical principles themselves but also ensure that their Tier 1,
Tier 2 and Tier 3 suppliers, all follow codes of conduct that lead to social and environmental
sustainability. Hence, it has become vital to create a culture of honesty and integrity in all
internal and external activities. While maintaining an internal culture of honesty and integrity
may come fairly easily, ensuring ethical conduct of suppliers and sub-suppliers can be
somewhat challenging. Yet, there has been a great deal of progress in this direction at an
international level.
Development of Industry Supply Chain Certifications / Audits
Industry supply chain certifications / audits are providing the easy first check as these have
become eligibility criteria to be enrolled as a supplier or sub-supplier. The
certifications/audits ensure that every organization is aware of the production process at the
suppliers’ end (visibility and traceability), communicates that well to the customers
(transparency) and keeps the focus on integrity (doing it right even when no one is watching).
Table 1 provides some examples of such certifications/audits. Such sector-level certifications
and audits are quite common as they provide the first identifiable measure of ethical
behaviour.
The Higg index, for example, comprises of online tools or modules designed for members
from every segment of the apparels industry. By entering data about their business’ impact
areas, Sustainable Apparel Coalition (SAC) members generate standardized performance
scores that can be shared with current and future supply chain partners around the world at
the click of a button. Modeled after the Higgs Index is the Sedex Risk Assessment tool that
gives a clear indication of the likelihood of risks occurring in the supply chain. Nonetheless,
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there have been cases where audits that use scores from these indices have not been able to
identify serious wrong-doing in the organisations.
Table 1. Examples of Industry Supply Chain Certifications / Audits

Source: Report by Global Supply Chain Institute (GSCI), University of Tennessee,
November 2016
For example, the Rana Plaza garment factory in Bangladesh in 2013 collapsed after it had
been audited twice by Primark’s ethical team. More than 1134 people died and over 2500
injured in this collapse. The building housed illegal garment factories that were
manufacturing apparels for brands like Primark, Benetton, Bonmarche, the Children’s Place,
El Corte Ingles, Joe Fresh, Monsoon Accessorize, Mango, Matalan and Walmart. Similarly,
there was evidence of human slavery in the Thai shrimp industry in 2014.
A report on Ethical Audits and the Supply Chain of Global Corporations published by the
Sheffield Political Economy Research Institute in January 2016 has noted that this system of
corporate self-governance may have served the interests of corporates but may have failed the
interests of workers and the environment. This is more so as auditors are self-selected and
are bound by rigid confidentiality clauses making it possible for clients to influence the
reporting of adherence to social and environmental standards.
GSCI has also laid down a sustainability progression model which can easily be used as a
measurement benchmark tracking the progress as the organisation moves from infancy stage
to excellence stage. Table 2 depicts this sustainability benchmark model.
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Table 2. GSCI Sustainability Transparency Progression Model

Source: Report by Global Supply Chain Institute (GSCI), University of Tennessee,
November 2016
Examples of Corporate Code of Conduct on Sustainability in Annual Reports
The UN Global Compact urges companies everywhere to align their operations with the
following principles dealing with human rights:
The Ten Principals of the UN Global Compact

Source: http://globalcompact.in/ungc-principles/
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Some examples from corporate financial reports on supply chain integrity:

Source: BHP Billiton Annual Report, 2016
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Source: Integrity of Supply Chain, Inditex Annual Report, 2014
(http://static.inditex.com/annual_report_2014/en/our-priorities/integrity-of-the-supply-chain/)

Figure 1. INDITEX
Source: Consolidated Sustainability Balance Sheet, Inditex Annual Report, 2014
(static.inditex.com/annual_report_2014/en/sustainability-balance-sheet/sustainabilitybalance-sheet/consolidated-sustainability-balance-sheet.php)
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The Global Reporting Initiative (GRI) is an international independent standards organization
that has laid down standards for corporate reporting on impact of activities on climate
change, human rights and corruption. By using the GRI Guidelines, reporting organizations
disclose their most critical impacts – be they positive or negative – on the environment,
society and the economy.
They may generate reliable, relevant and standardized information with which to assess
opportunities and risks, and enable more informed decision-making – both within the
business and among its stakeholders. G4 is designed to be universally applicable to all
organizations of all types and sectors, large and small, across the world. G4 Guidelines have
now been superseded by the GRI standards, released on 19 October 2016. Use of the GRI
Standards will be required for all reports or other materials published on or after 1 July 2018
– the G4 Guidelines remain available until this date. Examples of current reporting are as
above figure 1.
Sustainability Reporting in India
In India, Infosys was the first company to prepare a sustainability as per G4 guidelines in
2007. Since then, many other companies in the IT sector as well as in the automobiles,
cement, banking and chemicals sectors. Some of the prominent names are Wipro, MarutiSuzuki, Moser-Baer, ONGC, SIDBI, Ambuja Cements and Mumbai International Pvt Ltd.
Bombay Stock Exchange has also demonstrated sustainability leadership by being the first
Asian stock exchange to join the Sustainable Stock Exchange Initiative. Companies listed at
BSE are now encouraged to adopt best practices of sustainability measures. The exchange is
also working closely with the GRI and published guidelines in February 2017 for linking GRI
standards to India’s market regulator Securities and Exchange Board of India (SEBI’s)
reporting requirements. SEBI has so far asked only top 500 companies listed on Indian stock
exchanges to include business responsibility reports in their annual reports. But gradually
with such initiatives, the number of companies reporting on sustainability measures will also
rise voluntarily. Supply chain integrity will also then get a major boost in India.
Concluding Observations
Honesty and integrity in organizations in general and supply chains in particular have to be
consciously created through voluntary and legislative measures. There will also be pressure
coming from quasi-legislative bodies like the accounting standard setters. Nonetheless,
voluntary efforts at the corporate level will continue to be important as that cements the
commitment of everyone in the organization.
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