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INTRODUCTION

Thriving in today’s business world requires consumer-facing sustainability

practices

There is a proliferation in companies addressing 90% of CEOs say engaging
environmental, social and governance (ESG) criteria. 90 in sustainability is
percent of CEOs express that engaging in sustainability is essential for success
essential for success (1) and 85 percent of Fortune 500

companies produced a sustainability report in 2017 (). As 85% of Fortune 500
global warming emerges as a topic of conversation on a, companies produced a

sustainability report

systemic level, businesses must address the risks associated
with climate change in order to uphold public trust and
protect shareholder value. It is of no surprise that this has materialized the emergence of the
Chief Sustainability Officer role (3). If that’s not enough of a market signal, Nielson reports that
73 percent of global consumers are willing to change their consumption habits and even pay on
top of current retail prices to reduce their environmental impact (4, 5). A vocal push for
sustainability from consumers, lead by Millennials, is accelerating innovation and driving
corporations to practice corporate responsibility (6). And as the Millennial generation surpass
the Baby Boomers in population size, this group of financially solvent individuals is reaching an
age of crucial economic activity (7). These “lazy” avocado-loving people are becoming the
largest global consumer generation as well as the largest portion of the workforce for the U.S
(8). Combined with the knowledge that customers would rather be loyal to a brand with a social
and environmental cause, companies will soon realize—if not already—that sustainability issues
will only continue to become an increasing concern (9).

When it comes to sustainability practices, arguably the most important aspect in terms of social
and environmental consequences, yet overlooked by many, is the supply chain. As reported by
McKinsey & Company, the supply chain of a company encompasses a business’s entire
hierarchical structure, ranging from the raw materials
extracted to the energy procured for the manufacturing

80% of GHG emissions facilities; more than 80 percent of greenhouse gas emissions

& and over 90 percent of impact on environmental resources
90% of environmental arise from the typical consumer company’s supply chain (10).
impact It goes without saying that targeting the supply chain can
comes from a company’s lead to momentous environmental change, but the principal
supply chain driver for almost all establishments is the bottom line—

decisions must make business sense (11). On the flip side, if a
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business can become more socially responsible and at the same time increase productivity and
efficiency through a sustainable supply chain, what executive wouldn’t want that? Creating
mutual benefits between company and supplier through increased engagement with suppliers
and furthering buyer-supplier relationships can be achieved via targeting resource
consumption, tracking environmental key performance indicators (KPIs), optimizing
transportation, and improving workplace conditions (12). However, of the companies that
voluntarily report their emissions to CDP, a not-for-profit organization dedicated to advancing
transparency of environmental impacts, just 23 percent of them claim to be engaging their
suppliers (13). This leaves a sizable portion of the global supply chain available for substantial
development with overlooked emission reductions and untapped financial savings.

However, short-term financial benefits provided by a well-managed supply chain should not be
the sole driving force for supply chain improvements. Shared environmental risks cornmon to
many industries include greenhouse gas emissions, natural disasters, resource consumption,
packaging waste, and environmental damages during transportation (14). On top of
environmental risks, social related risks such as labor malpractices, bribery allegations, and
frauds also circle back to impacting the bottom line especially in the amplified media landscape
today (14). Companies should be building a mindful relationship with the vision of long-term
value with the entire supply chain in sight.

As reported by the United Nations Global Compact, supply chain management (SCM) can
provide an array of long-term benefits ranging from risk management, brand protection,
reduced costs, and potential increase in shareholder value on top of many others (15). For
those reasons, companies have begin to tackle sustainability issues by examining their business
operations with an emphasis on supply chain management (16).
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The brands you know as market leaders in sustainability

Some of the leaders in supply chain sustainability include Walmart, Nike, and L’'Oreal. Walmart
in conjunction with The Sustainability Consortium developed what they call the “Sustainability
Index” as a tool for gathering sustainability KPIs specific to a certain product supply chain as a
means for providing visibility for decision making (17).

Walmart

Walmart has applied the
Index with their 1,800
suppliers across over 125
product categories to analyze
a product’s life cycle from
resource extraction all the
way to end of life. Global
athletic giant, Nike, also
established their own
“Sustainable Manufacturing
and Sourcing Index” as an
approach for increasing
transparency and compliance
among their suppliers (18).

“Working with suppliers,
customers, nonprofit
organizations and others,
we’re drawing on our
strengths—such as our store
and logistics infrastructure,
our philanthropy and our
connection to customers—to
pursue practical initiatives
that we hope will start to
build a stronger value chain
and a more circular
economy.”
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Nike has a focus of bringing
all their factories utilized to a
Bronze rating or compliant
with Nike’s Code of Conduct
which includes unannounced
audits by both internal and
external parties on resource
management, health, safety,
and the environment
practices.

“We believe world-class
manufacturing is grounded
in standards that respect
the environment, the people
who work in factories and
the principles of a healthy
and safe workplace.”

L'OREAL
PARIiS

I’Oreal is integrating supply
chain management through
the implementation of an
“Ethical Commitment Letter”
which requires suppliers to be
audited along with their
subcontractors based on the
Social Accountability
Standard SA8000 (19). The
costs of the the audits are
incurred by L'Oreal itself and
consist of onsite visits to
factories, workshops, and
offices of suppliers.

“We are committed to
building strong and lasting
relationships with our
customers and our suppliers,
founded on trust and mutual
benefit. We do business with
integrity: we respect the
laws of the countries in
which we operate and
adhere to good corporate
governance practices....We
are mindful of our impact on
the natural environment...
We are committed to the
respect of human rights...We
actively seek out and favour
business partners who share
our values and our ethical
commitments.”



The economy and sustainability is not all mega-corporations: strategies for

medium-sized companies

These giants have led the field, but it can be more difficult for companies of a smaller size to
follow suit. With our research, we set out to elucidate the general services that medium size
companies can obtain from third party suppliers to help them with their supply chain
sustainability.

RESEARCH METHODS

A list of 30+ companies that provide supply chain verification services was formed using Google
(see Appendix A for full list). We examined the website of each company to identify defining
characteristics including: services offered, size of clients, geography of company, and
sustainability aspects.

Then we narrowed the list to the subset we wanted to interview. We selected companies that
have a sustainability focus within their supply chain services, serve mid-size companies, and
predominantly have U.S. clients. Thirteen companies match these criteria. We reached out via
phone and email to marketing or business development managers at each of these and
conducted 30 minute phone interviews with six (Avetta, BSI, ComplyWorks, DQS, Smithers and
SRI) to learn more about their services.

We utilized a standardized questionnaire that addressed general characteristics of the
company, process of work for services, and sustainability within the services offered. The
companies that were interviewed offer a wide range of services related to supply chain
services--- too many to cover in our short report. Therefore in our description of typical
services for mid-sized companies, we only focused on the services with an environmental
aspect. These include ISO certification, corporate social responsibility system building (such as
GRI), audits, and supply chain management software. The other supply chain services we
identified, but have not described in detail, have a focus on the two other components of
sustainability which are economy and society (see Appendix B for full list).

In the next section we go into detail about what each of these services entails, along with case
studies of companies from our interview list that offer that service. Appendix A contains a table
which identifies from our full list of companies which provide each of the four services. Our
objective with this element of the report is provide mid-sized companies with list of providers
that might help them meet their service needs, as well as demonstrate to the reader the relative
availability of various services.
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THIRD PARTY SERVICES

I. Registrars & Certifications

The International Organization for Standardization (ISO) is an independent non governmental
organization. It is represented throughout the world by its member bodies. Today, ISO has
members from 164 countries and 785 technical committees and subcommittees. The American
National Standards Institute (ANSI) is the ISO member body representing the U.S.

ISO’s mission is to to promote the development of standardization “to facilitate the
international exchange of goods and services and to develop on the spheres of intellectual,
scientific technological and economic activity”. To this end, ISO has published 22,612
International Standards and related documents covering almost all industry. Among these, 600
standards are directly applicable to the UN Sustainable Development Goals (SDGs). For each
standard, ISO has developed a document that contains practical information and best practice
as a solution to a global problem. The standards benefit industry, regulators and society as a
whole (see Table 1). Companies complete a review process, often under the guidance of a
registrar, to obtain a certification for a given ISO standard.

Table 1. Benefits from the ISO Standards from the industry, the regulators and the society (20)

Party Benefits

Industry * Gain market access over the world

* Raise profits by offering products with increased quality,
compatibility and safety

* Reduce costs by using available resources instead of
reinventing standards

* Benefit from the knowledge and best practice of leading
experts around the world

* Build customer confidence that your products are safe and
reliable

Regulators e Harmonize regulations across countries to boost global trade
* Increase credibility and trust throughout the supply chain
* Make it easier for countries to outsource and specialize

Society » Wider choice of safe and reliable products and services at
competitive prices

* Best practice and concerted action at the organizational level
to practically address global challenges like climate change
and sustainability
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The ISO standards that most directly tie to
sustainability are ISO 9001 and ISO 14001.
Both standards are related to a company’s
management system and have the same
structure. A company can only get its own
management system certified. However, a
company can require its suppliers to get ISO
Certifications. Companies can thus assure
that their suppliers are consistently
providing products that meet your needs and
expectations and comply with applicable
regulations (21).

The ISO 9000 family of standards provides
guidelines for companies who want to ensure
that their products and services consistently
meet customer’s requirements and that
quality is consistently improved. ISO 9001 is
a standard part of this family that sets out
the requirements for a quality management
system. A quality management system helps
companies improving their business
sustainability by making sure that their
products and services comply with applicable
regulations and other expectations and
needs from customers or client companies.
The 9001 standard is suitable for companies
of all types, sizes and sectors.

Implementing a quality management system
will help companies (22):

* Asses the overall context of their
companies to define who is affected by
their work and what they expect from
them by clearly stating their objectives
and identifying new business
opportunities

* Make sure that the customers’ needs are
met leading to new clients and increased
business

* Work in a more efficient way as all the
processes will be aligned and understood
by everyone in the business leading to
increases in productivity and efficiency
and decreases in internal costs

* Expand into new markets as some
sectors and clients require ISO 9001

* Identify and address the risks associated
with your organization

IS0 9001 is the most popular ISO standard.
The number of ISO 9001 certificates issued
worldwide and in the US has been growing
since its launch in 1987. In 2017, over one
million companies had valid certificates in
171 countries around the world including
25,087 in the U.S. (see Figure 1).

Figure 1: Estimated number of valid certificates worldwide between 1999 and 2017. Data from ISO Survey 2017 (23)
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The decrease in the number of valid
certificates for some years can be explained
by the required transition from a version of
the standard to the latest one. The overall
decrease in 2017 compared to 2016 is due to
a reduction in the number of certificates
reported by some data providers that
changed their way of reporting their data.

The ISO 14000 family of standards provides
guidelines for companies to manage their
environmental responsibilities. ISO 14001 is
a standard part of this family that focuses on
environmental management systems. An
environmental management system helps
companies identify, manage and monitor
their environmental issues in a “holistic
manner” (24) in order to improve their
environmental performance. The metrics of
this standard include those relating to air
pollution, water and sewage issues, waste
management, soil contamination, climate
change mitigation and adaptation, and
resource use and efficiency. The 14001
standard is suitable for companies of all
types, sizes and sectors.

According to the users of the standard, ISO
14001 helps (24):

Demonstrate compliance with current
and future statutory and regulatory
requirements

Increase leadership involvement and
engagement of employees

Improve company reputation and the
confidence of stakeholders through
strategic communication

Achieve strategic business aims by
incorporating environmental issues
into business management

Provide a competitive and financial
advantage through improved
efficiencies and reduced costs
Encourage better environmental
performance of suppliers by
integrating them into the
organization’s business systems

Since ISO 9001 is the most popular ISO
Standards, companies that are already
certified to ISO 9001 can easily integrate the
requirements for ISO 14001 into their
management systems.

Figure 2: Estimated number of valid certificates worldwide between 1999 and 2017. Data from ISO Survey 2017 (23)
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The number of ISO 14001 certificates issued worldwide and in the U.S. has been growing since
its launch in 1996. In 2017, 358,953 companies had valid certificates in 171 countries around
the world including 5,251 in the U.S. (see Figure 2).

In order to be certified, a company must hire an impartial third party certification body or
“registrar”. Registrars are third party entities that review a company’s system to certify them
as complying with the ISO standards. They deliver ISO certification for the client company only,
however, client companies can require their suppliers to get an ISO certification. All ISO
Standards are reviewed and revised every 5 years. After a revised version of a standard is

published, companies certified to the standard have three years from the date of publication to
transition to the new version.

Among the companies we have interviewed, Avetta, BSI, DQS and Smithers provide this ISO
Certification service. DQS and Smithers have their processes described in detail in the following
case studies.

9
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I1. Building Corporate Social Responsibility Systems

Companies can also seek third-party help to build a Corporate Social Responsibility (CSR)
strategy. Consultants such as SRI can help other companies find the most suitable framework to
their needs. Generally consultants use existing principles or standards as the foundation for a
specific company’s CSR framework. A principles-based framework “only” provides guidelines
whereas a standards-based framework provides requirements for a, certification. However, the
requirements of a standard can also be used as guidelines by companies that do not seek

certification.

Some of the globally recognized, principles-based frameworks include:

IS0 26000

Helps clarify what social
responsibility is, helps
business and and
organizations translate
principles into effective
actions and share best
practices relating to social
responsibility. This document
was released in 2010 and is
suitable for all types of
companies regardless of their
activity, size or location (7).

UN Global Compact

Provides 10 principles set by
the United Nations General
Assembly in 2004 that
companies can follow to
operate in ways that, at
minimum, meet fundamental
responsibilities in the areas of
human rights, labour,
environment and anti-
corruption. These principles
are also suitable for all types
of companies (28).

UN Sustainable
Development Goals

A set of 17 goals set by the
United Nations General
Assembly in 2015 for the year
2030. The SDGs cover social,
economic and environmental
development issues and are
an urgent call for action for all
companies (29).

Some of the globally recognized and proven standards-based frameworks include:

Sustainability Accounting
Standard Board (SASB)
standards

A set of 77 industry-specific
standards published in
November 2018 which
identify the minimal set of
financially material
sustainability topics and their
associated metrics for the
typical company in an
industry (30).

The result of a CSR framework building
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AccountAbility CAA) 1000
Standards

A series of standards used by
companies of all types to
demonstrate leadership and
performance in
accountability, responsibility
and sustainability. They first
appeared in 1999 and are
regularly reviewed and
revised (31).

Global Reporting Initiative
(GRI) Standards

Established in 1997 as the
first set of sustainability
standards. They address
economic, environmental and
social pillars. They have
become the most widely used
reporting standards (32).

endeavor is a prescriptive set of
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sustainability goals that the company is
striving for over a defined time period.
Progress is documented annually against
these goals and often shared with the public
in an annual report with numeric
quantification.

GRI reporting guidelines are the most
popular framework used for CSR reporting.
Fifty-nine percent of the companies that
published a sustainability report in
2016-2017 used the GRI reporting
guideline (33). Therefore it will be the
example we use in this report to describe
CSR framework building services.

GRI is an independent international
organization that helps businesses and
governments worldwide to understand and
communicate their impact on sustainability
issues such as climate change, human rights,
governance and social well-being. It has
general disclosures and also specific
standards for Economic, Environmental, and
Social topics. Companies can choose the core
option by only reporting on their material
topics or the comprehensive option by
reporting on all topics.

Reporting using GRI guidelines help

companies (35):

e Identify and manage risks while seizing
new opportunities

¢ Build trust among stakeholders and
consumers and enhance their reputation

e Protect the environment and improve
society

The focus of the reporting is on a company’s
impacts, not only those caused by their direct
operations but also those they are
contributing to or are directly linked to, for
example through relationships with
suppliers or customers. Companies’
stakeholders are expecting them to report on
their entire value chain (36). The result is a
report that is shared publicly on the GRI
website. The public, and other companies,
can view the results and use it to guide their
decisions on who to buy from or partner
with.

Among the companies we have interviewed,
SRI and BSI provide this service. The way
that SRI engages in the GRI process is
described in greater detail below. Whereas
the BSI case study outlines a different
framework for establishing a CSR system at a
company.

Figure 3: Number of GRI Reports between 1999 and 2016. Data from GRI database (34)
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III. Audits

Some companies also provide third-party
supply chain verification services that do not
involve standards or reporting. Compliance
is a hot topic for global consumer companies,
as a single slip-up within the supply chain
can cause dramajtic losses to both revenue
and reputation. Household brand Nestlé has
made its cocoa associated with child labor
amongst consumers as multiple lawsuits
have been raised in the past against the
company (38). Supply chain compliance via
third-party audits have become the standard
approach to mitigating risk and protecting
brand reputation (39). Audits provide
assistance in qualifying suppliers for
companies and can aid in the overall process
of discerning potential nonconformities
before it travels into the supply chain.
Portraying compliance to the public is key for
businesses to obtain transparency and more
importantly the trust of consumers and
stakeholders.

Third party auditors are helpful bodies that
can assess other companies for labor
malpractices, environmental impacts, and
policy adherence. Auditors can look for any
non-compliance along a company’s supply
chain that can lead back to the company and
damage its reputation. Most commonly, non-
compliance around management systems
and documentation are the main occurring
form of defiance followed by environmental
health and safety regulations for workers
among the supply chain (40). These audits
can be advantageous for business in
examining supply chain threats before they
actually arise or become a threat to business
operations. Auditing can be done on a
company’s management system where issues
are identified within the company itself or on
the suppliers of the company under contract.

Among the companies we have interviewed,
Avetta, BSI, and ComplyWorks provide this
service. The way that ComplyWorks engages
in the process is described in greater detail
below.

CPP GREEN PAPER SERIES 2019
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IV. Supply Chain Management Software

Supply chain management software (SCMS)
is a tool that can be utilized by companies to
increase efficiency and sustainability in the
supply chain by executing transactions,
managing supplier relationships, and
providing metrics all within the same
platform.

It is common for a company to simply
purchase a SCMS and use the software
internally rather then having a third party
firm help them manage it. This is important
because companies are utilizing SCMS to
increase efficiency without the help of other
consultants. Software providers provide
technical assistance and advice to those who
purchase their software, resulting in the
obsolescence of outside aid. Furthermore,
there are dedicated teams from the software
provider that can often help companies
strategize or perform analysis. For example,
CSR focused software supplier, EcoVadis,
provides buyers with a tool consisting of a
buyer platform, CSR scorecard,

benchmarking, and assessments, helping
global companies like Johnson & Johnson
and Verizon make decisions about
sustainable procurement. EcoVadis also
provides suppliers with a platform that helps
assess their suppliers and discover new
suppliers (41).

SCMS has evolved over time to be more
complex and all-inclusive, providing
databases of suppliers to choose from that
meet qualifying criteria (e.g., sustainable
materials, ethical labor) specific to a
company’s needs. The top ten supply chain
management companies according to Supply
Chain Digital, together total over $6 billion in
SCM revenue with over 830,000 customers
internationally (42).

Among the companies we have interviewed,
Avetta, BSI, and ComplyWorks, provide this
service. Avetta is profiled below as a case
study.

CPP GREEN PAPER SERIES 2019
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CONCLUSION

There is a shifting business landscape away from the negligence of environmental and social
impacts that companies must acknowledge in order to stay competitive in the market. A
paradigm shift due to the countless impacts of large-scale climate change that have made their
way into the global spotlight. Companies started their sustainability engagement internally,
looking at the operations of their own facilities. Now they are shifting their eye towards their
suppliers. Leading the charge with supplier verification, larger global institutions are reducing
the risk of a tainted reputation while taking into account sustainability considerations in their
supply chains, and smaller, medium-sized companies should follow suit if they are to make
themselves stand out. Third party suppliers can help them through this process providing
services such as ISO certification, GRI reporting, and audits, and offering software which can
help them keep all of the resulting data organized. Climate change requires business change,
and with the help of third-party supply chain management, businesses can build a more
sustainable supply chain.
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APPENDICES
Appendix A: Third party providers & their services

Services
Company Audit CSR Strategy StalnS;z)ar ds sOS;fvthare
Alderney Advisors . . . .
Avetta . . . .
BS| 0 - O O
Camelot . . . .
CMX o o @ i
Complyworks . . . .
Deloitte . . . .
DHL Consulting . . . .
Das L J ® O o
Ecovadis . . . .
Elevate . . . .
FM Global - [ ] ® @
GEP - o @ QO
Intertek . . . .
ISNetworld . . . .
NTS unitek . . . .
Pinnacle . . . .
Protiviti . . . .
RINA £ - O O
Sai Global - @ o ®
SAP Ariba O L ) @ @
Serrala . . . .
SGS Group Q Q Q ®
Smithers . . . .
SourceOne . . . .
SQA Services, Inc . . . .
SR @ 2 Q ®
The Hackett Group . . . .
TUV Nord i o »; ®
Verify . . . .
Verisk 3E . . . .
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Appendix B: Other supply chain services offered by the 13 companies studied

Services Description Companies
providing
the services
1st party audits | Unaccredited service in order to provide an Smithers
independent review of a company’s
management system. First party audits help
a company identify and correct issues that
may lead to non-compliance penalties or
high environmental impact.

2nd party audits | Unaccredited service in order to provide an Smithers
independent review of a company’s RINA
suppliers management system. Second
party audits help a company ensure that its
suppliers are meeting the contractual
requirements.

Audit Services Unaccredited service tailored to a SourceOne
company’s needs in order to implement TUV Nord
best practices in supply chain management. R\iﬁa

Built-environment
consulting
services

Assessment to help companies get LEED
Certification by reviewing their
documentation, providing guidance and
assistance in identifying and resolving
issues delaying a LEED Certification. If
LEED is not the certification for your project,
the consultants can help the company
determine and get another green building
certification such as WELL Building
Standard, Living Building Challenge,
Parksmart and Green Globes.

3R Sustainability
(SRI)

Coordinator

Unaccredited tailored service for a company
without the necessary internal resources
and/or expertise to roll out, monitor and
follow up a supplier compliance program.

RINA

Cyber security

Assessments to embed a robust framework
to build information resilience and
proactively identify, anticipate and respond
to cyber threats and information security
risks.

BSI

Environmental
Audits

Unaccredited audits to assess a company’s
environmental credentials and help
minimize its environmental impact.

SGS Group
Elevate
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vehicle fleets and equipments.

ISO 37001 ISO 37001 is a standard that sets out the RINA
Certification requirements for an anti-bribery
management system. ISO 37001 can be
easily implemented in other management
systems such as those involving Quality,
Environment or Security.
Risk Unaccredited audit to identify, analyze and Alderney Advisors
Management manage supply chain threats. Risk BSI
management audits can evaluate a FM Global
company’s entire value chain and can be
customized to address specific needs.
Security Supply chain security assessments for Elevate
importers to adhere to countries’ custom
standards of the US, Canada and European
Union.
Supply Chain SCMS is a software tool that can manage Avetta
Management suppliers, track compliance, and provide BSI
Software metrics and reports. ComplyWorks
Worksite Unaccredited service to manage the ComplyWorks
Management compliance of an operation by monitoring FM Global
the unique requirements of a project,
worksite, location, division or safety file.
Workforce Unaccredited service to manage the ComplyWorks
Management compliance of a company’s employees, Elevate
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