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Abstract 
The increasing trend of sustainability (non-financial) reporting is a practice where companies publicly 
disclose information on their environmental, social and economic impacts. Within the scope of their 
social impacts, companies report on conditions of work, workplace diversity, collective labor rights, 
safety and health issues, as well as their position and contribution to the realization of decent work, 
among others. Sustainability reporting is increasingly becoming mandatory under national legislations 
and the coming into force of the EU Directive 2014/95/EU on Disclosure of Non-Financial Information 
in 2018 is expected to accelerate the practice worldwide. This paper analyzes the impact of 
sustainability reporting on the working conditions of workers and on the reduction of inequalities 
between different countries. The research is based on the analysis of selected companies that 
periodically publish sustainability reports and on the assessment of their impacts in terms of working 
conditions of the workers throughout their supply chains. The increase in voluntary reporting, as well 
as the growing number of legislative regulations that oblige sustainability reporting has affected 
businesses worldwide. The understanding and practice of corporate sustainability necessitates 
companies to create working conditions beyond the minimum legal requirements. The findings of the 
research reveal that there is a positive correlation between sustainability reporting and workers’ rights 
at work. Companies that take up sustainability reporting tend to grant working conditions that are more 
beneficial to workers vis-à-vis the minimum rights and standards. Furthermore, the effects of 
sustainability reporting of one company is not limited to its own operations and employee relations, but 
also covers the impacts of its suppliers. In this respect, transparency of the supply chain has de facto 
required supplying companies, regardless of their size, sector or location, to improve their workers’ 
working conditions in order to obtain business opportunities with large companies. As a result, 
sustainability reporting is creating a growing chain of businesses throughout the world that ensure better 
working conditions to their workers. This paper holds the position that in addition to the market 
requirements to publish sustainability reports, legislative actions that make reporting mandatory is 
envisaged to create significant changes in favor of the working conditions and in overcoming 
inequalities between countries. 
 
Keywords: Sustainability Reporting, Supply Chain Management, Working Conditions, Minimum 
Standards, Corporate Social Responsibility (CSR) 
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INTRODUCTION 

 

Sustainability is increasingly being addressed as a global target and has been taken into the agendas of 

states, governmental and non-governmental organizations, as well as the private sector. It is considered 

as the main target that could be reached through the process of sustainable development (Diesendorf, 

2000, p. 22). Despite the different efforts to build a definition to the concept, the “official” definition 

that is most referred to has been developed in 1987 with the report of the World Commission on 

Environment and Development: Our Common Future – commonly known and referred to as the 

“Brundtland Report”. According to this report, sustainable development is “development which meets 

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

needs”. The notions of sustainability and sustainable development have emerged into the environmental 

concerns and until recently, have been mainly associated with the environmental issues. However, 

today, it is understood in a broader context as also covering social and economic dimensions such as 

social cohesion, maintenance of human rights, working conditions, and anti-corruption. Nonetheless, 

the existing research and practice of sustainability remains to be predominantly on the environmental 

aspects. This paper seeks to contribute to the growing number of research focusing on social 

sustainability alone within the context of businesses. Social sustainability addresses on one hand 

employees as the internal stakeholders, and on the other hand, the local communities as external 

stakeholders (Sancha, Gimenez and Sierra, 2016, p.1935).  For the purpose of this paper, local 

communities will not be subject to an assessment and “social sustainability” will be analyzed strictly in 

terms of employees. 

 

The growing concerns for sustainability have paved the way for accelerated initiatives that seek to 

achieve sustainable development. Among them is the adoption of the 2030 Agenda for Sustainable 

Development in 2015 by the United Nations Member States. With a holistic approach, this agenda 

consists of 17 goals (SDGs) that seek collaboration and partnerships at all levels and between all 

stakeholders, including the private sector, concerning a wide-range of inter-related issues that include 

ending poverty, equality, quality education, good health, decent work, preservation and fighting against 

climate change. This initiative is among the most pivotal developments that have raised attention to the 

social and economic dimensions of sustainability and is taken into the agendas of not only governmental 

and non-governmental organizations, but also companies. In fact, PwC’s 2018 research on SDGs within 

the framework of businesses demonstrate that SDGs are commonly acknowledged in the business world 

where 72% of the companies studied have mentioned them in their corporate and sustainability 

reporting (2018, p.7). The same research finds only 27% of the companies have made reference to SDGs 

as part of their business strategies which indicates that there is a large room for improvement in that 

area (PwC, 2018, p.7). 
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The United Nations Global Compact is another significant initiative that has been developed in the 

process of creating “responsible establishments”. The signatories of the Global Compact undertake to 

abide by and report on ten fundamental principles in the fields of human rights, labor, environment, and 

anti-corruption. The SDGs are also recognized by the Global Compact and have been integrated into 

the system as a strategy for businesses to take action. Currently, there are 9913 signatory companies to 

the Global Compact from 159 different countries. Other similar initiatives that seek to promote 

responsible businesses include, among many others, the International Labour Organisation (ILO) 

Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy, the Ceres 

Principles and ISO26000 standards. 

 

With regard to businesses in specific, sustainability is commonly voiced together with the concept of 

“triple bottom line” which basically underscores that sustainability within the corporate context is not 

possible without concurrent achievement of environmental, social and economic sustainability 

(McKenzie, 2004, p. 6). As being among the most impactful stakeholders in terms of sustainability 

dimensions, companies are being situated at the center of sustainability debates and are now expected 

to perform in a responsible manner and are held accountable for their negative environmental, social 

and economic impacts. This expectation of responsible companies has generated the notion of 

“corporate social responsibility (CSR)” - a broad concept with an evolving definition (Okpara and 

Idowu, 2013, pp. 4-5) - which indicates, among others, that the role and goals of corporations shall 

exceed profit maximization and also involve environmental and social concerns. In specific, CSR 

demands businesses to map out their stakeholders and adopt an inclusive decision-making process 

where the needs and demands of the stakeholders are taken into consideration (Okpara and Idowu, 2013, 

p. 4).     

 

SUPPLY CHAINS WITHIN THE CONTEXT OF CSR 

 

Mainly as a result of stakeholder pressure, corporate responsibility has expanded to the supply chains, 

where the environmental, social and economic impacts of the supply chains are considered within the 

framework of a corporation’s responsibility. Sustainability and corporate social responsibility require a 

product-based approach where the whole life-cycle of the product is taken into consideration, rather 

than an enterprise-based approach where each enterprise is held responsible only by its own immediate 

impacts. In fact, the contemporary measures of social responsibility of companies are predominantly 

focused on the environmental, social and economic impacts of their supplier firms and the focal firms 

are being held accountable for the misbehavior of their suppliers (Parmigiani, Klassen and Russo, 

2011). This expansion of responsibility and accountability has generated the notion of “sustainable 

supply chain management”. Transparency of the supply chain is among the demands of the 
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stakeholders, which requires periodic disclosure of information. In terms of social sustainability, the 

focal firms are being held accountable for human rights violations, poor working conditions and 

unethical conducts in their supply chains.  

 

The pressure of external stakeholders, in particular the NGOs, the media and customers, is particularly 

observed in issues of social sustainability and the buyer firms are now pressured into disclosing 

information on the social impacts of their entire supply chains (Meixel and Luoma, 2015, pp. 81-82; 

Klassen and Vereecke, 2012, p.103). While supplier firms’ employees pressure firms in adopting codes 

of conduct applicable throughout the supply chains, the NGOs, together with the media, disclose 

practices of indecent work, particularly in the developing economies, thus, targeting the reputation of 

the buyer firm. Through such attempts, Nike is commonly associated with child labor, Apple with the 

Foxconn worker suicides, H&M with wages beneath living standards, etc.     

 

Among the social sustainability issues, the significance of addressing human rights violations and poor 

working conditions in the supply chains is situated among the “foundational” issues in Parmigiani, 

Klassen and Russo’s stakeholder exposure chart (2011, p.216). The foundational issues are those where 

both the control, i.e. the influence of the buyer over the supplier firm (Parmigiani, Klassen and Russo, 

2011, p.215; Klassen and Vereecke, 2012, p.104), and the accountability of the focal firms are high and 

therefore, create higher stakeholder exposure. The failure of addressing issues that are foundational 

results in the possible loss of reputation and brand equity, negative reactions from stakeholders, and 

consequential economic loss. The foundational character of working conditions is also recognized by 

companies themselves and SDG8 on decent work and economic growth has been the most addressed 

SDG as a priority goal by 79% of companies in PwC’s survey (2018, p.14).  

 

SUSTAINABILITY REPORTING 

 

Stakeholders’ influence on sustainability performances and sustainability reporting of companies is 

constitutive. Depending on the situation and the parties, stakeholder influence can be experienced in 

terms of raising awareness, adoption of goals, and/or implementation of practices (Meixell and Luoma, 

2015, pp.77-78). While external stakeholders – such as civil society, media, customers, suppliers, and 

creditors - are particularly influential in creating public opinions; the internal stakeholders – such as 

employees and managers – are impactful in the development of sustainability strategies (Meixel and 

Luoma, 2015, p. 70).  

 

The public reputation of a company is generally the most effected value when an action by the external 

stakeholders are taken against such company. Such attacks towards a company’s reputation is likely to 

meddle with its profits and have a negative impact on its economic performance. Therefore, the desire 
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to keep its reputation and credibility high in the eyes of its stakeholders is among the motivations of 

companies to incorporate CSR into their operations, increase their sustainability performances and share 

them with their stakeholders (Mani and Gunasekaran, 2018, p. 157; Brown, Jong and Levy, 2009, p. 

573). This is also the case concerning the working conditions of the workers in the supply chain of the 

buyer’s company (Mani and Gunasekaran, 2018, p. 158).  

 

The demands for CSR practices have evolved into demands for transparency by stakeholders and 

eventually led companies to start publishing reports on their environmental, social and economic 

impacts. These reports, which are generally referred to as sustainability reports or CSR reports, include 

information about the companies’ strategies, actions and goals concerning to their sustainability 

performance. While the initial reporting trends were predominantly focused on the environmental 

impacts of companies, disclosure of information also on social sustainability has increased in the last 

decade where more social impact indicators have been included in the reports (Brown, Jong and Levy, 

2009, p. 573).    

 

Although sustainability reporting remains to be majorly voluntary, there is an apparent regulatory 

tendency towards mandatory reporting throughout the world since early 2000s (Rahim and Nasrullah, 

2013, p.188; Herzig and Schaltegger, 2006, pp. 311-312). A highlight of this tendency is the coming 

into force of the European Union (EU) Directive 2014/95/EU amending Directive 2013/34/EU as 

regards Disclosure of Non-financial and Diversity Information by Certain Large Undertakings and 

Groups which requires large companies to disclose information on their policies and applications in the 

areas of environmental protection, social responsibility, working conditions, human rights, anti-

corruption and diversity at board level as of 2018. The pressure of the stakeholders and the demands of 

the market supported by such legal developments has contributed to the rapid increase of sustainability 

reporting worldwide (Herzig and Schaltegger, 2006, p. 308).  

 

The expansion of CSR to the supply chains is also reflected onto sustainability reporting. Proper 

sustainability reporting requires companies to provide information on the sustainability performance of 

their whole supply network as part of their own sustainability performance. It is in fact this aspect of 

sustainability reporting that has a consequential influence on eliminating human rights violations, child 

labor, forced or compulsory labor, and other similar practices and contribute to the development of 

working conditions. Reporting creates a de facto requirement on the buyer firms to either select 

suppliers with relatively higher standards or to assist them in improving their sustainability 

performances.       

 

In terms of the content of sustainability reports, there are a number of standards which may be taken as 

references while determining the sustainability indicators and accordingly, which information to 
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disclose. Among the most commonly known are the Global Reporting Initiative (GRI) Standards and 

the Organization for Economic Cooperation and Development (OECD) Guidelines for Multinational 

Enterprises, where the former is universally applicable and the latter intended for large companies 

situated in different countries as the name implies. Although compliance with these standards is not 

mandatory and legally binding, they have been globally acknowledged and recognized as reference 

standards in sustainability reporting. The information to be declared within the context of these 

standards involve a comprehensive list of issues such as anti-corruption, anti-competitive behavior, 

energy consumption, biodiversity, emissions, labor management, occupational health and safety 

practices, training and education, workplace diversity, non-discrimination, freedom of association and 

right to collective bargaining, child labor, forced or compulsory labor, and other human rights 

indicators.     

 

SUSTAINABLE SUPPLY CHAIN MANAGEMENT 

 

Research shows that there are numerous motivations that trigger buyer firms into monitoring the social 

sustainability performance of their suppliers. Among them are regulatory requirements, stakeholder 

pressure, in particular customer demands and NGO reactions that target the brand equity of the focal 

firm (Klassen and Vereecke, 2012, p.109).  

 

Reputational concerns are among the most effective incentives for the buyer firm to adopt a sustainable 

supply chain management and include CSR criteria in its supplier assessments. As the demanders of 

transparency, stakeholders are not hesitant and merciful against a sign of incompliance on the part of 

the buyer firms and their suppliers. Focal firms are easily targeted and put on the spot in cases of human 

rights violations and indecent working conditions in the supplier enterprises. The civil society raises 

campaigns, the media disseminates and the brand equity of the buyer firm suffers damage resulting in 

a separate chain of economic consequences.  

 

With regard to targeting the brand equity of a company, the contemporary case of H&M is among the 

most well-known. The Rana Plaza disaster in 2013 – where a building in Bangladesh hosting five 

garment factories collapsed resulting in the death of 1132 and more than 2500 injured (ILO, no date) – 

revealed the poor working conditions of the textile industry. The workers of this industry are forced to 

work under conditions that are severely below minimum standards and for wages that are among the 

lowest in the world and far from meeting living standards (ILO, no date). This incident raised concerns 

and loud voices around the world. As the buyers of these garments, the fast fashion industry brands 

were targeted to assume responsibility and accountability for what had happened. H&M also had its 

share. It encountered (and is still struggling with) worldwide campaigns initiated by different 

stakeholders concerning the wages of the supplier workers. These voices and campaigns all around the 
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world had led H&M to launch a Fair Living Wage Strategy in 2013 through stakeholder engagement 

with the contribution of workers’ representatives, NGOs and suppliers (H&M, 2018, p. 69). The 

commitments and implementations of H&M have been closely observed by the stakeholders and 

currently the campaigns against H&M demonstrate that it has not met the expectations and failed to 

keep its promises (Clean Clothes Campaign, 2019). In the words of Judy Gearhart, executive director 

of International Labor Right Forum, “Instead of empty public relations talk, we want to see transparent 

changes in the real wages of workers in H&M’s supply chain.” (Guilbert, 2018). In fact, H&M’s 

sustainability reports are under close examination and they are criticized for misleading the public by 

statements that create false impressions of significant improvement (Clean Clothes Campaign, 2019). 

The current public campaigns against H&M concerning the wages have been disseminated through 

different channels, including the social media.       

 

The transformation of corporate responsibility and the growing demand for transparency have led 

companies to regulate their suppliers by incorporating sustainability assessment criteria into their 

purchasing operations. The extension of accountability to the buyer firms in cases of misconduct by 

their suppliers resulted in the establishment of sustainable supply chain management practices. These 

practices, which consist of different stages, serve to keep the supply chain transparent and also to ensure 

supervision of suppliers.  

 

Currently, the supplier codes of conduct are among the most utilized tools in selecting and managing 

suppliers with regard to the social sustainability issues such as human rights, forced labor, child labor, 

health and safety issues, as well as work ethics (Lee, 2016, p.328). Based on these codes of conduct, a 

monitoring system is also established where the supplier firms are subject to the audits of the buyer 

firm. Depending on the matter, the focal firm may require self-assessments on the part of the suppliers, 

conduct on-site audits, require the supplier to report on certain issues, and/or request third party 

assurance (Klassen and Vereecke, 2012, p.105).  

 

The application of codes of conduct and supporting standards in this regard is an effective tool in 

improving working conditions of the suppliers’ workers beyond the minimum legal standards. Where 

the suppliers are situated in developing countries, the positive impact is even more expected. The codes 

of conduct and the supporting standards that seek conditions that are higher than minimum create a 

contractual obligation on the part of the suppliers to comply with the improved conditions. For example, 

Apple’s Supplier Code of Conduct explicitly states in its preamble that “[t]his Code goes beyond 

compliance with applicable laws by drawing upon internationally recognized standards to advance 

social and environmental responsibility. When differences arise between standards and legal 

requirements, the stricter standard shall apply, in compliance with applicable law” (Apple, 2019a). 

Furthermore, the effects of codes of conduct are not limited to the immediate suppliers of the buyer 
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firms, but are also extended to the subcontractors of the suppliers (Apple, 2019a) which creates extra 

added value in terms of improved working conditions. 

 

However, it should be noted that the research of Sancha, Gimenez and Sierra indicates that the 

effectiveness of a mere monitoring system is mainly limited to increasing the buyer firm’s reputation 

rather than creating a constructive result where significant improvement in the supplier’s social 

performance is attained (Sancha, Gimenez and Sierra, 2016, p.1943). In order to obtain results in the 

supplier’s social performance, monitoring system shall be supported by collaboration (Sancha, Gimenez 

and Sierra, 2016, p.1943).  

 

Third-party certification is another method used by the focal firms to control their supply chains. In 

terms of social sustainability, the SA8000 certification is sometimes requested from the suppliers in 

order to demonstrate their compliance with the labor standards. However, research shows that these 

certifications are not necessarily reliable and either a supportive or an independent monitoring system 

is required to ensure full compliance and credibility in the eyes of the external stakeholders (King, 

Lenox and Terlaak, 2005, pp.1091-1106; Parmigiani, Klassen and Russo, 2011, p.219). Furthermore, a 

system that is merely dependent on certification hinders disclosure of information in cases of increased 

stakeholder exposure and may leave the buyer firm in a difficult position vis-a-vis its stakeholders.  

 

The potential influence of the buyer firm is not necessarily limited to a compliance monitoring system, 

but also involve affirmative actions such as training and capacity building programs, assistance and 

particularly, advancing social sustainability (Lee, 2016, p.328; Sancha, Gimenez and Sierra, 2016, 

p.1937). There appears to be an increasing practice of establishing a long-term relationship between the 

buyer and the supplier. In fact, the decision-making process regarding the suppliers has transformed 

into a process involving a chain of considerations where the selection of the suppliers is performed by 

assessing the whole network of suppliers, including the sub-contractors (Hutchins and Sutherland, 2008, 

p.1692). These long-term relationships have paved the way for constructive interferences by the buyer 

firm in increasing the social sustainability performances of the supplier firms. We now see practices 

where the focal firm actively participates and takes control of the sustainability performance of its 

suppliers through not only monitoring but also provision of mentorship, training, and assistance 

programs. The TMSC’s supply chain management is an example to this collaborative approach. 

Implementation of a responsible supply chain management under TMSC consists of four phases: code 

compliance, risk assessment, audit participation, and “keep improvement”. This last phase where 

collaboration is undertaken, includes provision of “necessary counselling or assistance” to the suppliers 

(TMSC, 2017, p.69).  
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Collaboration between the buyer and the supplier ensures supplier’s compliance and simultaneously 

contributes to the creation of an environment for ongoing development and increased working 

conditions. Furthermore, collaboration that is based on a long-term business relationship grants the 

supplier with a level of security for continuing business which alters the short-term profit motivations 

that result in poor working conditions and violations of minimum labor standards (Parmigiani, Klassen 

and Russo, 2011, p.218).  

 

A collaborative approach can also be adopted in cases of incompliance with the codes and standards of 

the buyer firm. Instead of immediately terminating the contract, activation of corrective action plans 

that seek to eliminate the subject of violation, remediate where necessary and ensure further compliance 

is likely to create more constructive results. Apple’s Supplier Responsibility 2019 Progress Report 

reveals that core violations were found under three headings, namely working hours falsification (24 

cases), debt-bonded labor (2 cases), and underage labor (1 case), in 2018 (Apple, 2019b, 56-58). With 

a view to address these violations and ensure redress, corrective action plans are issued specifically for 

each violation (Apple, 2019b, 56-58). Having zero tolerance policy for debt-bonded labor (even if it is 

within the legal limits of the supplier’s country), the corrective action plan consists of probation, as well 

as the repayment of the fees exacted from the employees by the suppliers (Apple, 2019b, 57). On the 

other hand, corrective action plans for underage labor requires the supplier to ensure that the employee 

ends his/her work and returns to school where the tuition and relevant fees are also borne by the supplier. 

Furthermore, the supplier is required to continue paying the employee his/her wage and eventually offer 

him/her employment when he/she reaches the legal working age (Apple, 2019b, 58). A similar case is 

also observed in the 2018 report of Microsoft where charging migrant workers with recruitment fees, 

although legal under the relevant country laws, was found to be in violation of the company’s supplier 

code of conduct and required adoption of corrective action plans that involved reimbursement of the 

workers (Microsoft, 2018, p. 74). These examples also showcase that supplier codes of conduct have 

the potential impact of abandoning unjust and indecent practices, even if they are legal in the operating 

countries, and improve standards beyond the minimum.  

 

Where supply chain management based on collaboration is enhanced in a way to also involve other 

stakeholders, the risks of encountering negative stakeholder reaction will be further reduced and the 

social outcomes will be enhanced (Parmigiani, Klassen and Russo, 2011, p.215; Klassen and Vereecke, 

2012, p.105). Stakeholder exposure increases the sustainability capabilities of a company and 

engagement with the stakeholders can overcome the risks of accountability for practices that may create 

stakeholder reaction in the future (Parmigiani, Klassen and Russo, 2011, p.215; ). 
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IMPLICATIONS OF SUSTAINABILITY REPORTING AND SUSTAINABLE SUPPLY 

CHAIN MANAGEMENT FOR WORKING CONDITIONS 

 

As public documents that seek to disclose information concerning the sustainability performances of 

companies, sustainability reports constitute a significant source for the stakeholders. The rapid increase 

in reporting worldwide has gathered attention on both the objectives and the impacts of these reports. 

What had started as a form of voluntary reporting with mostly simple and optimistic statements has 

transformed into a document of proving credibility and showcasing worldwide operations. 

Transparency in supply chains as an essential aspect of CSR has created a new subject of demand for 

reporting. What is significant is that this demand is increasingly being supported by legal regulations 

that require companies to report on their environmental, social and economic impacts. Companies can 

no longer rely on confidentiality of business transactions as far as sustainability issues are concerned. 

Stakeholders demand disclosure of information and they keep track of all information that are published 

or left out from the reports.  

 

In this respect, the accuracy and candidness of the reports, as well as their quality in terms of the 

information provided constitute significant measures for stakeholders. Vague and generic statements 

that do not provide substantial information are far from being effective and hardly have any impact on 

the stakeholders. Sustainability reporting is taken seriously in cases where it contains accurate and 

detailed information that meets the demands of all key stakeholders. In fact, it is observed that 

enterprises with customers in both developed and developing countries are expected to include specific 

information that are of particular importance to stakeholders from different backgrounds and even 

cultures (Klassen and Vereecke, 2012, p.113). However, it should be noted that although there is a 

positive inclination in terms the quality of the reports, there is still a significant gap that needs to be 

filled to improve the quality of the reports. This is especially the case for labor related issues. As 

previously indicated, the PwC 2018 Survey indicates that SDG8 on decent work and economic growth 

is the goal that is prioritized the most among companies. However, the quality of the information 

disclosed does not appear to reflect this prioritization. The same survey reveals that the reporting quality 

of issues within the framework of SDG8 is situated in 8th place with a score of 2.21 (PwC, 2018, p.24). 

Many reports still consist of platitudes and generic statements and are far from satisfying the objectives 

of issuing sustainability reports.     

 

A proper reporting practice would inevitably entail sustainable supply chain management. On one hand, 

it requires compiling information on the sustainability performances of the suppliers and on the other 

hand, developing a monitoring system in order to ensure a certain level of performance. Since 

sustainability performances of the focal firms are directly linked with that of their suppliers, there is a 

source of motivation for the buyers to invest in improving conditions within their suppliers. Additional 
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incentives also include reputational motivations. Increased social sustainability of the suppliers is also 

found to increase the credibility and reputation of the buyer firm and therefore, its corporate 

sustainability (Mani and Gunasekaran, 2018, p. 159). In fact, research shows that the single act of 

establishing a monitoring system to assess the suppliers’ social sustainability contributes to the 

reputation of the buyer firm, as well as its popularity among its employees, thus increasing employee 

motivation and job satisfaction (Sancha, Gimenez and Sierra, 2016, p.1938; Valentine and Fleischman, 

2008, p.167).    

 

In terms of closing the gap between the working conditions in the developed countries and in developing 

economies, sustainable supply chain management is considered as an effective method. Research 

demonstrates that the social sustainability practices of the focal firm are likely to have a positive impact 

on the social sustainability practices of the supplier firms and increase human rights, child labor and 

occupational health and safety compliances (Mani and Gunasekaran, 2018, p. 159). The buyer firms 

have direct contact with the suppliers and have direct influence over them. They have means to set rules 

and at the same time monitor and assist suppliers against violations.  This enterprise-based system for 

monitoring and assisting can produce more effective results compared to the auditing mechanisms of 

the operating state of the supplier. In this sense, adoption of a sustainable supply chain management has 

the potential of creating substantial impact for improving working conditions.  

 

Regulations on sustainability issues, as well as the standards in that regard, tend to be of higher 

standards in the developed countries. The customer pressure and reaction towards companies are also 

majorly seen in the developed world. On the other hand, the majority of the suppliers are generally 

concentrated in the emerging economies where neither the regulations nor the customer reactions are 

as intense. Nonetheless, implementation of a sustainable supply chain management contributes to the 

developing countries in terms of increased sustainability practices, and accordingly, to the working 

conditions of workers. The monitoring systems imposed by the buyer firms are found to create increased 

sustainability concerns and performances on the part of the suppliers (Lee, 2016, p.335). Accordingly, 

the tendency of sustainable supply chain management has resulted in cases where suppliers from 

emerging economies implement social sustainability standards that exceed national regulatory 

standards (Lee, 2016, p.325-326).  

 

The demand for social sustainability throughout the supply chain would potentially create a chain 

reaction of improved working conditions. Assessment of the whole supply network rather than merely 

the immediate supplier contributes to improving the social sustainability performances of the suppliers’ 

sub-contractors as well. Thereby, it creates a system of relatively harmonized standards that are derived 

from the codes of conduct of the focal firms. When this assessment is supported by a collaborative 

supply chain management approach, the added value is even more likely to increase. Luxottica’s 
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training workshop for its 50 suppliers in China in 2018 on responsible sourcing can be named as an 

exemplary movement in this context (Luxottica, 2018, p. 36). 

 

However, the chain reaction does not necessarily end here. The sustainability reports of companies 

reveal that for the past few years, new suppliers are increasingly being selected based on their social 

sustainability performance assessments and their ability to comply with the supplier codes of conduct 

of the buyer companies. In order to increase their overall social performances (or at least to refrain from 

lowering them), the buyer firms will have to make an assessment based on the potential suppliers’ 

performance and lean towards engaging with suppliers that demonstrate relatively better performances 

(Hutchins and Sutherland, 2008, p.1696). In order to remain in competition, the competing suppliers 

would have to improve their conditions. This creates a potential expansive impact of the buyer firm 

even outside of its supplier network.  

 

Further developments are also observed in relation to sustainable supply chain management. With a 

view to stabilize competition and harmonize supplier assessment criteria on human rights issues, BP, 

Equinor, Shell and Total have decided to act together in creating a framework for human rights supplier 

assessments in the energy industry (Shell, 2018). This initiation of collaboration, which is currently in 

progress, is a candidate for being an example inter-sector sustainable supply chain management. 

Through such collaborations, cheap labor as an economically competitive advantage will no longer be 

a claim for businesses and suppliers for the relevant industry will have to improve their standards in 

order to ensure their subsistence. 

 

CONCLUSIONS AND RECOMMENDATIONS 

 

The CSR today implies stakeholder engagement, transparency, and reporting. In order for companies 

to be socially responsible and adapt to global demands and developments, they have to incorporate 

sustainable supply chain management approach into their strategies and operations and disclose proper 

information accordingly. The significance of and reference to sustainability reports as a response to 

claims of transparency within the supply chains are increasing every day. Stakeholders are paying even 

more attention to what is (and what is not) published in these reports and provide public feedback.  

 

If done properly, the consequential impacts of sustainability reports on the supply chains will be 

essential in creating sustainable factors and conditions throughout supply chains. However, the 

credibility of the information disclosed in the reports is an issue that requires addressing. Although 

third-party assurance standards concerning sustainability reports (such AA1000 Standards) exist, they 

remain voluntary and have a very narrow application. Steps should be taken to increase third-party 

assurance applications. Benefits of disclosing information on sustainability performance is not limited 
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to creating external pressure on the focal firms to improve their and their suppliers’ sustainability 

performances. Reporting also constitutes a mirror for the focal company and creates an incentive to 

always head for improvement while adopting a proactive approach to sustainability issues.    

 

As a final note, the demand for transparent sustainability reporting has taken sustainable supply chain 

management into the agendas of companies. In this regard, it is observed that the supplier codes of 

conduct are among the most utilized tools in managing suppliers with regard to the social sustainability 

issues and they generally seek compliances on the part of the suppliers that are generally higher than 

the legally adopted minimum standards. This is particularly the case where the suppliers operate in a 

developing country; whereas the focal firm is established in a developed country. These rules are 

disclosed transparently in the sustainability reports of the firms and are the main sources of key 

performance indicators for assessing the sustainability performances of the suppliers. The requirement 

to comply with the supplier codes of conduct (or other rules or standards imposed by the focal firms) 

are influential in creating awareness, as well as in improving working conditions homogenously 

throughout the supplier network. Therefore, promoting mandatory sustainability reporting and 

supporting it with legislatives requirements that seek to increase credibility and quality of such reports 

will constitute an even more effective tool in improving working conditions of the suppliers’ workers 

beyond the minimum legal standards. In conclusion, we strongly recommend that sustainability 

reporting should be supported through legal regulations mandating information of economic, social and 

governance issues and performance of companies, and that mandatory reporting should be further 

encouraged. 
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