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Environmental Management in
Product Chains | | \

Michael Sagaard Jargensen and Marianne Forman

Introduction

The product chain - the chain of inferacting suppliers and customers, which
together make up the activities from raw material extraction to handling of

waste connected to a product - plays an important role in the shaping ar;d‘

management of environmental aspects connected to the production and con-
sumption of a product, for example, a piece of clothing. To illustrate, with
lack of environmental focus, aretail chain may only be willing to pay a certain
price for the product because their business strategy focuses on price compe-
tition with the other retailers. Therefore the retail chain does not care about
the environmental protection measures taken by their suppliers and the retail
chain procurement persons do not control the environmental aspects of the
manufactuting at the suppliers’ facilities. In contrast, as an example of proac-
tive environmental management, a manufacturing company may initiate
direct supply of organic cotton from a number of small farmers in order to be
able to protect their own workers durlng the manufacturing of T-shirts from
the cotton.

Different notions are used for this kind of environmental management in
product chains. ‘Life cycle management’ is a notion where focus is on the
environmental aspects in the whole product chain from ‘cradle to grave’
(see e.g. Garcia-Sanchez, Wenze and Jorgensen 2004), while Kogg (2002)
uses the term ‘environmental supply chain management’ in almost the same
way about efforts initiated by companies to improve and/or control environ-
mental performance upstream and/or downstream in their supply chains.
However, the term ‘supply chain management’ is primarily used by some
authors to describe demands directed upstream in the-supply chain (which
means towards the suppliers) (see e.g. Schary and Skjstt-Larsen 2002).

De Bakker and Nijhof (2002) use the term ‘responsible chain management’
to describe a continuous alignment of different internal and external expecta-
tions in a company. This term signals that today not only are environmental
demands in focus in product chains, but sometimes also issues like social
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conditions, occupational health and safety, child labour etc, Some companies
have started using the term ‘sustainability management’ and reporting guide-
lines have been developed. An example is the Global Reporting Initiative
(Www. globalreporting.org).

In this chapter, ‘environmental management in product chains’ is used as

the general term. Environmental management in a product chain is defined
as an attempt to:

 Address environmental problems in a product chain
e Convert the understandings of problems and the management hereof into

changed practices in the individual companies in the product chain and/or
the product chain as a whole.

The chapter aims at giving background to companies, consultants, govern-
mental regulators, NGOs etc. for the analysis and planning of environmental
management in specific product chains through:

¢ A framework for understanding environmental management in product
chains as shaped by the interaction between existing resources, norms
and values and external pressures for environmental management (second
section).

¢ A model for the types of corporate network relations that need to be
mapped and understood in order to analyze and/or develop environmen-
tal management in a product chain (third section).

* An overview of examples from our own research and from literature of
the type and the role of environmental issues and initiatives in product
chains (fourth section). '

* A typology for characterizing corporate strategies as part of environmen-
tal management in product chains and characterizing those competencies
that are developed or need to be developed as part of environmental
management in a product chain (fifth and sixth sections).

¢ A framework for understanding, in particular, environmental manage-
ment in product chains involving companies from different countries
with different regulatory frameworks and some international schemes
and standards that may be applied as part of this kind of environmental
management (seventh and eighth sections), :

A conceptual framework: a social shaping perspective on
environmental management in product chains. .

Traditionally analyses of changes of corporate practice are based either on a
resource-based perspective, with focus on the development of routines and
resources inside the company, or on a contingent perspective with focus
on the corporate uptake of external demands and discourses. The chapter
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290 Environmental Management in Product Chains

combines the two perspectives into a social shaping perspective, where the
focus is on the co-shaping of companies and societal discourses during the
emergence and stabilization of new issues inside companies and how ‘this
changes routines and resources within the involved companies (Forman and
Jorgensen 2001a, b).

The focus on the shaping of enwronmental management practice in prod-.
uct chains implies that the environmental activities in a product chain are
seen as shaped by the interaction between existing technical and organiza-
tional resources, norms and values within the companies and among the
companies in a product chain, and the external pressures on the compa-
niies to introduce environmental efforts. This pressure may come through
environmental requirements from external and internal actors, including
governmental regulation.

Also Bowen, Cousins and Lamming (2001) stress the importance of focus-
ing on corporate environmental activities as well as strategic purchasing and
supply when analyzing the shaping of what they call ‘green supply’.-

Existing traditions in a product chain and in the companies include:

o The strategic orientation in the companies

¢ The division of labour and communication in and among compames

¢ The methods of control companies use to achieve the fulfilment of the
requirements to their suppliers, such as quality, delivery etc.

Analyses from a social-shaping perspective of the environmental manage-
ment practice focus on:

The change processes

The background (the triggers of the changes)

The interaction with the present business strategy and the product chain
The outcomes of the thange processes.

L

The outcomes of the change processes are assessed as: -

e Environmental changes, which means changes in environmental aspects
and the impacts related hereto

¢ Organizational changes, which means changes in knowledge resources,
values, routines and/or organizational structures in one or more of the
companies in a ptoduct chain.

_ Changes in environmental aspects and impacts can be described through the
following dimensions:

o Extension in space: whether the focus is on environmental impacts in the

whole product chain or mainly related to the direct impact of the company
that raises demands.
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e Prevention: whether an environmental problem is solved as close to its
source as possible, for example, by reducing environmental impacts from
a production facility through changes in raw materials, routines etc.
Other types of environmental initiatives reduce environmental impacts
through handling of waste, for example, recycling of waste into new raw
materials. ,

» Time perspective: whether the focus is on management of existing prob-
lems or prevention of future problems by integration of environmental
concerns in product design. :

e Holistic orientation: whether there is focus on the connection between
environmental problems and other concerns, such as quality and work
environment. With a holistic approach, several problems can be solved
during the same process, while ensuring that new problems are not
introduced.

« Types of environmental impacts: whether the focus is on resource con-
sumption.and the scarcity of resources, including energy consumption,
wastes and emissions and their impacts on toxicological impacts, water
pollution with nutrients, greenhouse impact and so on, land use etc,

The organizational changes should be seen as offering potential for embed-
ding a4 new practice as the future practice. Also the organizational changes
can have different extension in space in relation to the product chain.

Network relations in and around product chains

In order to understand environmental management in product chains, a
broader network analysis is necessary. The broader societal ‘selection envi-
ronment’, which creates the earlier-mentioned pressures on one or mote of
the companies in a product chain, is not captured with a product chain anal-
ysis alone. Other types of networks around a single part of the product chain,
or networks addressing the whole product chain, can also contribute to the
development of the selection environment. Inspired by Holm, Kjergrd and
Pedersen (1997) and Sgndergaard, Hansen and Holm (2004), a distinction
is made between four types of networks, which companies, consciously or
unconsciously, are part of:

¢ The business network — here called the product chain: the flow of mate-

rial, capital and information from cradie to grave between suppliers and
;, customers and users.

e The developmental network — sometimes also called the knowledge net-
work: focuses on the development of new processes and products and
can include parts of the product chain, universities and other types of
knowledge institutions. '

LT




292 Environmental Management in Product Chains

o The regulatory network: includes public authorities from the local to the
international level, but also civil society organizations that directly or
indirectly address how companies should or ought to act. }

o The local neiwork: consists of the local supply of natural resources,
infrastructure, staff, local governmental regulation, etc.

This combination of focus on innovation, product chain and network
approaches contributes to the analysis of the environmental management
in a product chain as co-shaped by processes in and among the companies in
the product chain and in other types of networks, where the companies ate
involved. Figure 16.1 shows the combined focus on the four different types
of networks related to companies in product chains.

In the analyses of the product chain relations and their interaction with
environmental management practice Schary and Skjatt-Larsen (2002) can be
used as background for characterizing customer—supplier relations in product
chains. According to Schary and Skjett-Larsen, product chain relations can be
found on a continuum between matket conditions and hierarchies. Market
conditions imply that materials, services etc. are bought, from time to time,
looking for the best price, and hierarchies imply that a company takes over
or integrates a certain competence into its own organization. In between
these extremes are a number of so-called hybrid forms with some kind of
competence hold by the supplier and some kind of specificity of the materials,
services etc. the supplier offers.

Regulatory network 11 Regulatory network X:
Goverriment, civil Government, civil
soclety organizalion, soclely organization,
elc. - elc.

Supplier A 4—p Supplier B P Company :—h\; Customer |[¢—p| Final user
' Developmental network:
\ Here also Involving : \ o
' supplier and customer

Local network 1: Local network X:
Workforce, : Workforce, supply,
supply, local local regulation,

-regulation, etc. : ete.

Figure 16.1 A conceptual model

Note: The model is for the network relations in the product chain, the developmental network, the
regulatory network and the local networks. The arrows show the complex pattern of flows among
the different networks of natural resources, information, capltat, etc.
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Table 16.1 shows an overview of different relations to suppliers with
increasing strategic importance of the relationship when going from top to
bottom in the table. The overview is based on Anidrew Cox’s typology for
supply relations and sourcing approaches (Cox 2004),

According to Cox, Schary and Skjett-Larsen, it should be expected that
the closer a certain competence of a supplier is to the core competence of a
company, the more likely it is that this competence becomes integrated into
the dominating company in the product chain. A company has often, how-
ever, a portfolio of product chain relations at different levels of integration.
A number of factors influence the break away from past practice of simple
procurement at market conditions: increased outsourcing, global sourcing,
JIT purchasing, information technology development and increased focus on
envi“ronmental supply chain management (Schary and Skjgtt-Larsen 2002).

The role of environmental issues in product chains

Jorgensen et gl. (2008) analyze 25 case studies with environmental initiatives
in product chains, collected in (Bauer and Ettrup 2002), and conclude that
environmental initiatives in product chains can be of very different types.
Some initiatives mainly aim at collecting information and may be present
for customers; while other initiatives involve development of new products
and development of strategic relations between a company and a supphier

Table 16,1 Typology of relationship to suppliers

Type of relationship  Characteristics of the relations to the supplier
to supplier

Ongoing supplier Frequent ‘shopping’ among potential suppliers based on

selection price comparison between suppliers. Demands multiple
potential suppliers and stable market conditions.

Preferred suppliers - More long-term contract periods with a'imited number of
suppliers and some exchange of planning information.

Single or parallel Supply by a single supplier for a period for a certain good or

sourcing service. Relevant with goods and services linked directly to

the core competencies of the company. If there is more than
one supplier within an area the practice is called
‘parallel sourcing’.

Strategic alHances Focus on voluntary arrangements with exchange of staff,
sharing of information and/or co-development of goods and
services. Relevant with high specificity of demands for goods
and services or, when suppliers complement the customer’s
capabilities.

Sources: Schary and Skjgtt-Larsen 2002: 183-93; Cox 2004.
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or a customer, The analyses in (Jorgensen et al. 2007) show that demands
mostly are passed upstream in product chains from a customer towards the

suppliers. Demands passed downstream (to customers) are only seen in a few

cases. One of these concerns the distribution of chemicals, where a multina-
tional company demands of its customers that they audit their distribution

companies. This can be seen as a kind of extended producer responsibility

from the chemical manufacturer based on the inherent hazardous properties
of the chemical products and an attempt to avoid critique of the products
the company manufactures. .

Foster and Green (2000) analyze in nine companies how environmenta]
issues influence R&D in companies. Focus includes the role of consumer
demand, university research and governmental regulation. According to
Foster and Green (2000), English companies seem only to develop so-called
greener technologies if they are under regulation or if customers further down
the product chain demand them. This is borne out by examples of compa-
nies that have Scandinavian customers who demand greener products. Foster
and Green (2000) argue that environmental innovation could assume a big-
ger role if suppliers encouraged their customers to become more involved in
dialogue about environmental potential.

In Steward et al. (2000) the role of broader societal ‘demands’ and concerns
for technology development and environmental innovation have been ana-
lyzed. Broader social concerns are mentioned to be of increasing importance
for innovation. Because of their less direct influence, terms such as the ‘selec-
tion environment’ and ‘indirect stakeholder influence’ have been used in this
context. These broader concerns are harder to demonstrate since the concerns
are often more complex and involve several technical traits, links are indi-
rect between, for example, NGOs and the company, and the consideration of
the concerns is often not traceable in the company. Also Madsen and Ulhgi
(2001) see environmental innovation as the result of a very complex process
Involving not only suppliers and customers, but also a broad group of societal
stakeholders or actors,

Hall (2000) refers to small companies as less responsive to general or indi-
rect environmental concerns, whereas large and high-profile companies are
more inclined to address their environmental image in public. One reason
why it may be more difficult to trace the responses in small firms, is the lagk
of someone with environmental responsibility or a formulated environment
policy etc. Hall also refers to small firms as attracting less criticism, because
they are small. He uses the notion of ‘channel power’ to describe the ability
of a company to raise dernands to its suppliers or customers.

Stranddorf et al. (2002) conclude, in a study of Danish textile companies
and their environmental demands to suppliers, that whether a company
chooses to address an environmental issue depends on a number of factors,
including the present product chain relations and possible ways of inte-
grating the topic into the business strategy. There may be different triggers
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for environmental initiatives in the same company. The tnggermg factors
include:

« Governmental regulation of chemicals and materials

e Governmental regulation as public-private sector-based dialogue forum
(developing plan for eco-labelled collection of garments)

« Governmental funding, including funding for eco-labelling and for joint -
development projects with suppliers in developing countries

» Public debate, especially in relation to child labour

o Customer demands

o Expectations of market opportunities.

Stranddorf ef al. (2002) show how the environmental initiatives involving
suppliers may focus on different parts of the product chain and for different
reasons. Some companies are concerned about the conditions at the suppli-
ers’ facilities, while others are concerned about the conditions at their own
facilities, However, the latter type of concern may also imply demands to
suppliers in order to prevent problems at their own facilities, Examples of
the two types of concerns from the textile sector are:

¢ Demands regarding conditions at the suppliers’ facilities:
—~ Pollution from cotton growing (either purchasing organic cotton or
restrictions on pest1c1de residues, a requirement for eco-labelling)
— Child labour
— Chemicals for dyeing (requirement for eco-labelling)
o Demands on suppliers in order to improve conditions at their own plants:
— Buying organic cotton in order to improve occupatmnal health and
safety in their own plants
— Demands for supply with less hazardous chemicals (due to requirement
from local environmental authorities about the environmental load of
the waste water).

A typology of corporate environmental management strategies in
product chains

This section discusses how environmental inittatives in product chains are
organized. Hall (2000) discusses environmental supply chain dynamics and,
highlights the importance of buyer—supplier relations, including the degree
of collaborative buyer-supplier relations and the degree of one actor’s ability
to control the decisions of the other actors, so-called channel power. For the
analyses of product chain relations Goldbach (2002) describes two extremes
of relations in product chains: one characterized by cooperation, incentives,
. trust and win-win solutions and another characterized by confrontation,
control, power and win-lose solutions. Kogg (2002) identifies two aspects of
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environmental supply chain management approaches from two case studies,
One aspect concerns whether environmental measures take place through
direct interaction with each of the suppliers upstream or by approaching the
nearest supplier, whom then is supposed, if necessary, to approach its own
suppliers, which could be called a kind of ‘mediated environmental manage-
ment’ with the product chain as arena. The other aspect concerns whether
the initiatives are taken by a company alone in order to position itself on the
market or collaboration is established with competitors in order to increase
the pressure on the suppliers.

In a study of environmental management in product chains in the Danish
textile sector, three different types of environmental management in rela-
tion to suppliers are identified (Stranddorf et al. 2002, Forman and Jergensen
2004). The aspects, which showed the need for differentiating between
different practices, were:

¢ The degree of proactivity in the corporate environmental strategy

o The tradition for short- or long-term relationships and for control and/or
cooperation with the suppliers

» The concepts used by the companies to plan and monitor demands to the

“suppliers

* ‘The organizational impact of environmental initiatives on the product
chain in terms of development of the competencies of the company itself
and/or the supplier(s).

The three environmental supply chain management practices are:

o The wake strategy, where the company does not place requirements on
suppliers, but follows in the ‘wake’ of organizations, which already place
these requirements.

e The asymmetrical partnership, where a company wants long-term relation-
ships with a supplier. The customer dominates the relationship, builds up
a lot of competence itself and controls the fact that the supplier meets the
requirements.

e The symmetrical partnership, where a company wants long-term relation-
ships with a supplier and enters a mutual partnership with the suppliex(s)
and builds the strategies in dialogue.

A company might have different supply chain strategies and different envir-
onmental management practices in relation to different suppliers, depending
on the competence of the supplier. If a supplier is easy to substitute, which,
for example, sewing companies in the textile industty in some cases seem to
be, the environmental supply chain management practice is an asymmetri-
cal partnership. If the company is more dependent on the competence of a
supplier, it is more likely that there will be symmetrical partnerships.
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The aspects of stabilization of these three product chain practices can
be viewed both from a customer and a supplier perspective (Forman and
Jorgensen 2004). The wake strategy can make it easy for a company to switch
to new suppliers, when, for example, the market for eco-labelled products has
become mature. However, companies might face problems at that stage in
finding suppliers due to potential suppliers’ agreements about not selling to
more customers, because existing customers want to secure their own market
position.

The most important reason why suppliers decide to enter agreements to
provide environmentally improved products or improve processes is that
they can see competitive advantages in participating in these partnerships
and a direct link to customer demands. An international retail chain is, for
example, a potentially large customer for suppliers. Therefore, it is attrac-
tive to suppliers and they are more willing to cooperate with the company.
It is, however, not only the size of the company that makes it attractive as
customer. A strategic alliance with suppliers of chemicals may be developed,
because the customer buying the chemicals is well known for its in-depth
testing of new chemicals.

Companies that have outsourced their production activities are likely to
need to pay attention to how they ensure their market position, as the
essential competence-building is undertaken by the supplier.

With respect to asymmetrical and symmetrical partnerships, the more com-
plex customer—supplier relations are, the more resource saving it might be
to develop more long-term and close customer-supplier relations. The focal
company will have to expend time and human resouzces if it frequently has
to develop new customer-supplier relations, with implications for aspects
of quality, environment and occupational health and safety. Forman and
Jorgensen (2004) report the same dilemmas for customers and suppliers con-
nected with these types of relations as Hall (2000) in his literature review of
environmental management in product chains. The customer is sure to have
qualified suppliers, but might find it difficult to shift suppliers due to the
dependency of the supplier being developed, for example, if external condi-
tions like currency rates change and make it more profitable on a short-term
basis to find other suppliers. The supplier has more stable planning condi-
tions, but might also be pushed by the customer to take the burden of a
number of new activities, like obtaining eco-labelling.

Asymmetrical partnerships are not necessarily capable of d1ssemmat1ng
advanced environmental competence along a supply chain and developing a
multiplier effect, as a company may make demands that its supplier build up
its own environmental comnpetencies, but does not expect the supplier to be
able to develop similar competencies. Seen in a long-term perspective, this
might make the supplier very dependent on the customer, with the customer
taking all of the responsibility for updating knowledge about more environ-
mentally sound opportunities. (Schary and Skjgtt-Larsen 2002) refer to the
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fact that, in some cases, multinational companies urge preferred suppliers
also to have other customers in order to ensure more dynamic suppliers.

Competencies in environmental management in product chains

The management of an environmental issue in a product chain demands
knowledge resources and structures for the translation and evaluation of the
environmental initiatives and their results. Jorgensen.et al. (2007) show how
such knowledge resources and structures can be built by a number of very
different stakeholders:

o A company itself ,

o A product chain (with different types of partnerships between suppliers
and customers)

o Business initiatives for sourcing companies like BSCI (Business Social
Compliance Initiative ~ promoting a common monitoring and factory
development system)

o NGOs and NGO initiatives, for example Save the Children

o International institutions, for example the ILO

o Multistakeholder initiatives like FSC (Forest Stewardship Council) involy-
ing businesses and NGOQs.

Organizational structures and routines inside a company might change as
part of the development of environmental management in a product chain,
Lenox and Ehrenfeld (1997) suggest the following organizational elements
as necessary for a company to be able to handle environmental issues:

o Knowledge resources: information and expertise residing in individuals,
groups and technical artefacts inside or outside the company

o Communication channels, formal and informal, as well as external and internal:
the channels through which information flows and is exchanged

o Interpretive structures: structures that can help create mutual understanding
and values among the involved stakeholders, because the stakeholders
need to find the information meaningful in the context of their own work.

From the earlier-mentioned case studies about Danish textile companies and
their interaction with suppliers, five different competencies involved in the
environmental management in product chains were identified (Stranddorf
et al. 2001, Forman and Jorgensen: 2004), These competencies are developed
within the companies in the product chains as a part of the planning, the
implementation and the monitoring of the initiatives in the environmental
supply chain management. Depending on the environmental supply chain
management practice, the various competencies are developed and anchored
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at (1) the company that sets the requirements, (2) the suppler and/or (3) a
third party (e.g. an advisor or a certifying organization):

o Interpretation competence: Partly the competence to understand external
requirements from, for example, environmental agencies and customers,
and partly the competence to translate those requirements into practice
within the organization itself - such as converting the requirements into
actual practices for purchasers, production workers, designers, suppli-
ers etc, ‘

o Technical environmental competence: The insight into technical and chem-
ical processes, etc., which is a prerequisite for the adjustment or reor-
ganization of a production process or a design scheme in order to meet
environmental requirements.

o Documentation competence: The knowledge about how to build and operate
documentation systems and document handling routines etc.

o Control competence: Refers to knowledge about monitoring systems, man-
agement systems, auditing, etc,, and the responsibility or empowerment
to maintain control. This competence can reside with the company, the
supplier, or a third party — for example, a certification agency.

o Network competence: The ability to create changes in a product chain
through networking among customers and suppliers, including the abil-
ity to motivate the companies in the chain to enter a dialogue, as well

as the ability to transfer technology and knowledge in or among product
chains.

De Bakker and Nijhof (2002) have developed a capability assessment frame-
work for responsible chain management, where they distinguish between
internal and external capabilities and talk about four types of capabili-
ties in a so-called capability cycle: interpretation, integration, monitoring
and communication. The circular process, inspired by the ‘plan—do—act’
cycle, is too sequential, since the processes of interpretation, integration,
monitoring and communication often occur in a more interwoven marner,
but the four types of capabilities and the focus on internal and external
capabilities scem relevant. The four competencies identified by De Bakker
and Nijhof (2002) correspond to those presented above, although Stranddozf
et al. (2002) identify a more detailed range of integration competencies: part

of the interpretation competence, technical environmental competence and
network competence.

Environmental management in transnational product chains
b

More and more product chains are transnational, which in most cases implies
" that there is a different level of environmental protection in countries along

%
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the product chain. Hansen (1999) argues that transnational environmental
management typically will have at least the following elements:

o General principles for the environmental activities of the entire
corporation

o More specific policies and programmes applicable throughout the corpo-
ration

o A cross-border environmental management system with procedures for
monitoring and controlling the practice of the foreign affiliates

o Training, education and information exchange programmes and activities

o A formal organization where responsibilities and functions are delin-
eated and allocated between different entities and persons - for example,
between headquarters, affiliates and suppliers.

Hansen (1999) argues that corporate environmental management practice
in transnational product chains falls within the range from adaptation to
the local regulation and practice in developing countries to global inte-
gration where a company is practising the same level of concern and
responsibility as in the home country. Hansen (1999) refers to two types
of product chains: management of controlled affiliates and management
of non-controlied foreign entities (organized through franchising, licens-
ing, subcontracting or strategic alliances). With reference to Bartleit’s and
Ghoshal’s ideal types of cross-border organization in transnational corpora-
tions, Hansen (1999) describes four ideal types of cross-border environmen-
tal management: decentralized environmental management, international
compliance, centralized environmental management and globally integrated
environmental management. The most elaborate and environmental ambi-
tious cross-border environmental functions are seen in the centralized and
globally integrated types. Table 16.2 gives an overview of the four types of
practice,

According to Hansen (1999) the types of forces, which shape the envi-
ronmental management in transnational ‘product chains between local
adaptation and global integration, seem to be:

o Regulatory forces: the type of environmental regulation shaping the cross-
border practice: international regulation, home country regulation and

+  host countiy regulation '

o Market forces: the quality and environmental onentation of the markets
and the value chains :

o Industry-specific forces: collaboration in the specific industry

o Company-specific forces: the nature of the production technology, the envi-
ronmental history from the home country, the international orientation
of the company.
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International schemes and standards in environmental management
in product chains

Environmental management may involve the use of national or interna-
tional schemes and standards for planning and maybe also certification of
the environmental management. In their book Living Corpotate Citizenship,
MclIntosh et al. (2003) analyze a number of initiatives that aim at supporting

the development of socially responsible businesses, including environmental
management, such as:

e The UN Compact — with focus on nine UN principles within social and
environmental problems, and rights and commitment to improve and
report

o The Global Reporting Initiative — a scheme for corporate sustainability
reporting

e OECD Guidelines for Multinational Enterprises — a broad focus with local
practice in a host country, rather than international principles, as norm

o ILO Conventions — a set of core labour standards and a number of moze
specific conventions on health and safety and child labour

- .o The ISO 14000 Series — a set of international standards with focus on cor-
porate environmental management and some of the tools within this area,
for example, eco-labelling

¢ AccountAbility 1000 —with a focus on organizational learning in combi-
nation with social and ethical accounting

o Social Accountability 8000 - an auditable standard on working conditions.

Mclntosh et al. (2003) point to a mumber of gaps and problems in these
initiatives:

o Numerous issues are being ignored, such as animal welfare and indigenous
rights

o There is a lack of definition and consensus on several major terms, for
example, ‘the precautionary principle’ and how a company should define
its potential for influence on suppliers and customers

o The initiatives are voluntary and companies vary dramatically in thelr
levels of commitment

¢ The schemes seem to favour large companies

o If the various initiatives are to gain legitimacy, societies will also have
to benefit through enhanced social and enwronmental developmeni and
better access to information

¢ There are unintended consequences,. such as initiatives trying to curtail

child labour leading to children being fired and Iesortlng to begging or
prostitution. -

The initiatives may be divided into principles and standards, where principles
are more overarching values that underpin behaviour (e.g. ILO Conventions)
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and can be used as reference in the management of a certain area. Standards,
for example ISO 14001: 2004, can be very dlfferent with more or less focus
on process, performance and certification.

The ISO 14001:2004 standard contains a number of demands on a com-
pany that follows the standard. Howevér, core elements of the standard also
demonstrate loopholes allowing a large degree of interpretative flexibility in
how it is implemented (Behrndt 2002), here cited from (Jorgensen 2003).
These potentially weak elements are;

e The scope or boundaries of the activities covered

e The identification of environmental aspects and impacts of company
~ activities

o The legal requirements to be recognized by the company

o The policy priorities of the company

o The extended focus in relation to supplers, products and design.

These issues become even more complex when they are part of the dynam-
ics in transnational product chains with very different national cultures,
regulatory systems and levels of environmental and social awareness and
responsibility.

18O 14001: 2004, section 4.3:1 (about procedures for identifying environ-
mental aspects), says:

The organization shall establish, implement and maintain a proce-
dure(s) ... to identify the environmental aspects of its activities, products
and services within the defined scope of the environmental management
system that it can control and those that it can influence taking into
account planned and new developments, or new or modified activities,
products and services. :

This paragraph leaves it more or less up to the company to define its environ-
mental scope, since it may decide to say that it cannot control or influence
suppliers’ or users’ activities.

ISO 14001 2004,section 4.4.6 (about operational control), says:

The organization shall identify and plan those operations that are asso-
ciated with identified significant environmental aspects consistent with
its environmental policy, objectives and targets, in order to ensure that
they are established under specified conditions, by ... establishing, imple-
menting and maintaining procedures related to the identified significant
environmental aspects of goods and services used by the organization and
communicating applicable procedures to suppliers, including contractors.

This paragraph demands that a company focuses on environmental aspects
related to the activities of its suppliers. However, through ISO 14001, section
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4.3.1, the company may decide that it is not possible to contro! or influence
suppliers and contractors and it may leave out these aspects in its choice of
aspects to focus upon. Whether this is acceépted depends on the role of the
involved certifiers, auditors and stakeholders that may request insight into
the practice of the company. '

The Ethical Trading Initiative (ETT) is a joint initiative between retailers,

~ trade unions and environmental NGOs in the UK. The report from the ETI

members’ meeting on 16 November 2006 indicates several problems experi-
enced by companies sourcing in fransnational supply chains, but also gives
examples of good practice. Some problems seem to be the result of limited
auditor skills, whereas others involve cases where fraudulent supplying com-
panies fry to hide their real labour practice. Analysis of the background to
these issues also points, however, to the practices of the cistomer companies
themselves as part of the problem. If a customer company demands a very
short lead time (from the time of ordering products to the time their delivery
is requested), it is likely to be more difficult for a supplying company to find
the time to adapt to conditions required by the customer, therefore the risk
of fraud becomes bigger (ETI Forum 2006).

Concluding remarks

The chapter has presented a number of frameworks and models for the analy-
sis and development of environmental management in companies and other
types of organizations involved in product chains and networks related to
product chains, and has shown howthe level and the focus in time and space
of the environmental management in a product chain is influenced by:

e The strategicinterpretations made by the involved companies of the neces-
sary level of environmental protection and the perspective on competence
development in the different parts of a product chain.

e The international and national regulation and its enforcement int relation

' to companies, foreign investments, products and materials etc.

e ‘The pressure for transparency and control in product chains from cus-
tomers, public debate and NGOs, '

Growing globalization of production and consumption is very relevant to
environmental management in a company as it considers its role in the direct
and indirect product chain relations with suppliers (and their suppliers), with
customers and with the final users of products and services. It is also impor-
tant that companies in product chains consider their responsibility in the
- shaping and the management of resource consumption and environmental
impact related to products, waste and emissions.

There is increasing public focus and increasing focus in business-to-
business relations on environmental aspects of the sourcing of materials in
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other countries with different social and regulatory frameworks, and the dis-
tribution of products to countries with social and regulatory frameworks that
differ from those where the products originally were developed for use. This
has initiated development of conventions and standards that companies may
refer to in their environmental management planning and documentation.
However, the complexity and the geographic distances in'the product chains
also make it difficult to control the actual practice of the involved companies,
Reports from companies about their management of environmental issues,
and other aspects of sustainability, are often not very transparent and con-
crete in their actual documentation of corporate initiatives and the results of
these initiatives, It is often difficult to differentiate between good intentions
and actual efforts and results. It is a future research need and challenge for
the public debate to consider the role of companies, especially multination-
als, in securing more reliable documentation regarding the shaping and the
results of environmental management in product chains.
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