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CSR Within Large Retailers
| nter national Supply Chains

Fabio Muss0O, Mario Riss6”

1. Corporate Social Responsibility and Global M arkets

An increasing interest in ethical issues such ap@ate Social Responsibility
(CSR) and its environmental and social implicatioetated to relationships
between firms and consumers has been well invéstghy various existing
studies (Dagnoli, 1991; Shaw e Clarke, 1999; Sh&a, 2001; Caselli, 2003;
Pepe, 2003; Maignan e Ferrel, 2004; Sciarelli, 2007 the last few decades,
ethics in business activities has become parteftider concept of CSR, which
is developing from a good idea to a critical pdrbosiness activity. In particular,
CSR has become important in terms of consumergepéions, so it has become
important for all consumer-oriented firms.

Today's aware, educated consumers are not onliegtéel in new products;
they also want to know more about the companiesgh@uce these products,
the labour conditions under which they were produe@ad how their production
impacts the environment and economic growth oildlal communities along the
companies’ supply chains (Strong, 1996; Shaw amdk€] 1998, Harrison et al.,
2005).. As consumers become more aware of ethea\bours, their motivation
is increasingly toward a balance between persamhkacial benefits (Freestone e
McGoldrick, 2008; Macchiette and Roy, 1994; Hemiagvand Maclagan, 2004).
In response, companies have increased their legél®thical and social
responsibility by implementing methodologies linkied CSR initiatives. Extant
debates in the literature have found a positiveetation between clear CSR and
business performance (Balabanis et al., 1998).

Recently, the importance of CSR has increased linea@nomic sectors.
Particularly in the retail sector, large internatibretailers are investing heavily
to cope with the ethical demands of consumers acrkase their own awareness
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of CSR issues (Whysall, 2000; Jones e al., 2088).international retailers have
begun to offer some ethical products, consolidatihgir approach to CSR
through offers related to sustainable developmedtgeater fairness in terms of
distribution of benefits among all actors in thepply chain. Completely

restructuring their offers in an ethical way, somefailers have gained a
competitive advantage. Such is the case with UslleetwWholefoods, which has
characterized its assortments with organic prodaot$ products manufactured
using a sustainable approach (Eurostaf, 2001).

However, consumers seem less critical of retaikbian they are of big
manufacturers; consumers perceive retailers agybamty partially responsible
for the activities of whole supply chains and témde more trusting of retailers’
business behaviours. Retailers’ image is more ipesitnd more easily linked to
social issues because they are naturally closecottsumers’ communities,
whereas manufacturers often operate “out thereSommeone else’s community.
However, because retailers are often channel lsadet control various activities
in the supply chain, they tend to be more capabladopting active roles in
leading international supply chains to follow a C&pproach. Most innovative
retailers have capitalized on this opportunity drale begun to manage their
offers and marketing policies through implementaind extra-economic value in
all activities and relationships with all supplyao actors.

This article discusses the role of ethics and tB& @pproaches of retailers in
the management of international supply chains.almiqular, it illustrates policies
and tools adopted by firms that have implement&E5& approach to managing
supply chain relationships.

2. CSR, Large Retailersand International Supply Chains

In the literature, several studies have been coecdewith corporate ethics and
corporate responsibility, and several have invagtig the importance of ethics in
the buying and selling activities of industrial quamies (Redelius and Bucholz,
1979; Dubinsky and Gwinn, 1981; Trawick et al., 89%/ood, 1995). However,
fewer studies have explored the importance of sthit the buyer-seller
relationships of retail companies (Dickerson an¢ebld, 1991; Arbuthnot, 1997;
Musso 1999). Recently, the boundaries of the dassncept of business ethics
have widened, entering the broader realm of CSRsasthinable development.
Indeed, the expression “sustainable developmentithggizes the three
dimensions of the problem: safeguarding the enwmemt, respect for human
rights, and fairness in the redistribution of bé&n&fnong all actors in the supply
chain. Based on this concept, the vertical alignmanthe supply chain is
overwritten by the horizontal one that is generdbgdcommunities and local
areas.

Authors of extant studies on CSR and supply chaase focused mainly on
multinational industrial corporations, often leaslesf complex and articulated
supply chains (Carter, 2000; Park and Stoel, 208&mic, 2005; Maloni and
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Brown, 2006; Amaeshi et al; 2008; Gonzalez-Padrbmle2008). Therefore,
some of these contributions have considered CSRcaatipns in the national and
international marketing activities of retail compn(Nicholls, 2002; Pepe, 2003;
Jones et al, 2005; Risso, 2007). Others have awhlyzdividual and shared
responsibilities among all supply chain actors ¢oicers, retailers, consumers),
particularly in terms of relationships between camps in the North and the
South of the world (Pepe, 2007).

The “sustainable development” issue and the linkesponsibilities of the
economic and social operators have been well asiellesEthical, social and
environmental values have been considered usirmprehensive approach that
includes not only the task environments of the difout all steps along the chain
of production-distribution-consume. Human rightair fdistribution of benefits
and attention to the environment are consideredlation to communities’ needs
and the areas where the different phases of th@lsughain are realized:
upstream, at the origin of the supply chain, wherair distribution of benefit
permits a balanced development of the local sesg@nd downstream in the
final markets, where products are sold to meetddgmmands of consumers to be
more ethical.

The supply chain is a critical system in whichdtpossible to evaluate and
allocate strategies related to the concept of mesipiity. In those supply chains
where the individual phases can be managed in alic@bed way via a channel
leader, it is useful to understand the specifie @fl each actor. In particular, it is
useful to analyze the business activities of retajlespecially when the retailer is
a large company, because of its ability to inflleemonsumers while ruling the
whole supply chain. Large retailers play a domimafg in controlling sustainable
development of the production and distribution pses of their products for
several reasons. Retailers have substantial econeenght and ability to rule and
generate ex-novo supply chains. Thus, large resaire controllers and
guarantors of the entire value chain, particulddy the retailer's own brand
products, which directly affect its corporate ima@n the other hand, because
retailers are physically close to consumers, theylesstand the market's
demands, receive new consumer requests directly fre consumer, and can
activate retail marketing tools that are based awall needs, as well as extra-
economic needs. Thus, retailers are the first vecgiof requests for more ethical
and responsible approaches to managing productsaatite same time, they are
able to take an active role in addressing consuyebaviours in terms of their
ability to control ethical and social issues. Capsmtly, retailers tend to have
more power than producers do and often becomelgged centres of value
accumulation and filters for information flow ingtsupply chain.

In particular, the retailer, where possible, exdtts channel leadership to
manage “captive” supply chains. In these supplyinshahe retailer has broad
power not enjoyed by small suppliers that canngipsett the cost of changing
customers or accessing new markets (Gereffi 2@05). Thus, supply chains are
frequently characterized by a high degree of moimitp and control by the
retailer. In this way, the retailer becomes the togportant part of the supply
chains because:
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1. the retailer exerts control and augments its cohied power over
suppliers, even in relation to traceability lawlsistcontrol increases the
retailer’s power to re-construct and coordinatesingply chain;

2. the retailer enhances the diffusion of private-lafsvn-brand) products
and directly steers ideation, production and traeleding to the retailer’s
natural channel leadership;

3. the retailer tends to search for short supply chanorder to gain higher
margins and develop marketing policies closer sobitsiness; this effort
increases its power;

The combination of retailers’ characteristics, tbtil market’'s characteristics,
and new consumer sensitivities encourages innavatsailers, particularly in
advanced countries such as the UK and northernpearocountries, to adopt a
CSR approach that characterizes the retail offeanyretailers write a CSR
Company Report as testimony of their responsiblebieur, and some retailers
(e.g., Ikea, H&M, Coin) have adopted a code of ecmbdn order to discipline
working conditions and safeguard the environmetite©innovative retailers link
their products to respect for the environment amdsbcial and ethical values and
to having been produced through Fair Trade cirauitby conventional circuits
specifically adapted for the CSR products.

For retailers, social and environmental issuesnaterelated only to products
and corporate images. Unlike industrial companietilers manage a complex
formula that consists of products, services, paiftpurchase (store) and
consumer experiences offered to the customer. éiaswmers, buying products is
not only a purchase experience; the relationshgilee—consumer is direct, and
store loyalty can be more effective than brand ltgy&or consumers, a retailer’s
social responsibility is closely related to its imess activity, so CSR is more
necessary for retailers than any other sector ioteaing competitiveness.

CSR is related to a wide range of business a&sJifrom product and supplier
selection to promotional activities and the inamsiby some innovative retailers,
of the concept of ethical and social sustainabilitythe brand and in all key
activities of the retail business.

By adopting CSR, retailers can more quickly anckaively achieve several
goals:

— market differentiation (Piacentini et al., 2000);

— enhanced word-of-mouth and reduction in marketimgestments (Pepe,

2007);

— customer and worker loyalty (Pepe, 2003);

— eligibility for inclusion in a stock-market indekadt includes only those

companies deemed to be socially responsible.

The competition among large retailers brings therrsearch solutions capable
of improving customer relationships and, consedquecompany performance.

New coordination, optimization and visibility effsr can be assigned to
activities related to production, distribution aswpply of products and services,
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which all converge in the shop or storefront. Actiong to Pepe (2003), “In the
shop, customers meet their material and immatergdds for products, and
demonstrate their buying behaviour, life-stylegdividual and shared values,
which are related one to the others, so the shepsjself to various possibilities
of different composition. In this way, retail matikg finds vital reasons to get
stronger and renovate itself, multiplying the patdrfor positioning and playing
with new elements”.

3. Introduction of Codes of Conducts in Retail Procurement: the Cases of
Coinand H&M

CSR involves a wide range of activities, from produand supplier selection to
promotional activities and company policies; inglretailers, CSR includes the
concept of ethical and social sustainability in Brands and in all key activities
of the retail business.

CSR in large retailers is present in relation to:

— the increasing sensibility of consumers and the marketing frontiers that
are connected to relational and experiential dinegss this convergence
results in a meeting between the customer anddime pf sale whereby the
retailer offers a mix of products-services-valuetstomers that considers
their land and culture;

— the promotion of the retailer's relationship wittmal and medium
suppliers as one that is more committed and colihe (Pepe, Musso,
2000);

— the management of the relationship with local aridrhational institutions
that facilitate and sustain firms involved in sécand environmental
activities;

— adoption of a code of conduct that identifies lab@afety, environmental
and social standards for all operators to followtheir activities in
response to the attention paid to these issuekebgdmmunity where the
company operates (Roberts, 2003; Logsdon e Wodih)20

Large retailers adhere to control procedures iir fn@duction processes (also
identified at the international level, such asha tase of Chiquita and the code of
SA 8000) and integrate into these procedures atysamaof the social and
environmental sustainability of their supplierseTgrocurement procedures of the
Coin Group (Italian fashion retailers) and H&M imational clothing retailer
provide illustrative examples of implementationG8R activities.

The Sourcing and Supply Department of the Coin @ramlentifies a list of
suppliers that adhere to the Coin code of condadhis way, Coin encourages its
suppliers to develop policies and behaviours ing@nce with universal values
such as human rights, labour rights and respecth®renvironment. The Coin
Group’s suppliers must warrant their respect fa thles, even from their sub-
suppliers. The Coin Group periodically uses audiytdntertek, an international
operator for certification, to verify their suppe compliance with these
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conditions. The Coin Group uses suppliers fromedéht countries, based on its
business needs, but the suppliers are scored fitond based on their compliance
with elements that reflect cost, speed, proxinfigxibility and social standards

(Table 1).

Table 1. Analisys Factors Adopted by Coin for Suppliers/Countries
Evaluation

Bangladesh is the chepest, Turkey the most fleible country
Speed | Costs | Quality | Scalability | SupportExpertise | Reliability |Communication] Flewibility | Proximity | Social Standards
China 33 | 43 | 39 3.1 1.6 34 28 23 35
India 2.6 3.3 34 =7 3.0 2.6 3l 3.3 24 2.9
Bangladesh 28 | 48 | 31 2.8 24 2.0 25 2.8 23 24
Asia-Developing] 2.0 | 43 33 27 2.1 2.8 2.6 2.4 2, 2.6
AsiaDeveloped| 20 | 36 [ 39 3,0 3.1 34 34 3.1 28 3.1
Turkey 4.3 24 4.1 3.6 42 3.6 3.7 43 3.9 4.1
Aftica 33 | 27 3 2.7 2.3 2.7 2.7 3.0 2.7 33
Eastern Europe | 4.1 3.1 3.8 13 34 34 3.3 3.8 3.7 3.6
Western Europe| 44 | 16 | 44 16 43 41 40 141 46 49

Source Coin Group, Company data

H&M buys clothing items and others products fromelow00 independent
suppliers from all over Asia. All H&M suppliers arequired to meet certain
obligations concerning the production of their g®odncluding working
conditions and environmental rules. H&M’s buyindicg plans the assortment of
products to be bought and then delegates its tweotidwide production offices
to formulate the orders and choose suppliers bagettie right balance between
price and quality. Workers in the local productioffices are locals in order to
facilitate relationships with suppliers. Productioffices conduct a number of
guality tests, but they also verify working condits in the factories and the
safety and quality of goods. Each supplier mustenndte H&M’s code of
conduct, which includes requirements involving exdp for workers, the
environment, animals and customers. If local noamd legislation are stronger
than what is outlined in its code of conduct, H&&juires its suppliers to comply
with local requirements and to have all the neagsparmits and licences for
their activities.

In relation to social rights, H&M’s code of conduist based on the UN
Convention on the Rights of the Child and the imétional Labour Organization
(ILO) conventions on working conditions and rigbfsworkers. In particular, the
H&M’s Code includes requirements concerning the kivay environment, fire
safety, working hours, wages, and freedom of aaioa;, and bans child labour
(supported through collaboration with internatiomatitutions such as UNICEF),
gender discrimination, and forced work. By consiugrthe conditions of the
workers in local factories, H&M contributes to inoping the culture for work
relationships at the socio-economic level in theintbes where the suppliers’
factories are located.
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o In 2006 H&M undertook a “Business for Social Resgibility” project, and
the obligation for suppliers became stricter. Catgrand tests are conducted to
verify both the production processes and produbtsrelation to the use of
chemical substances, all suppliers must sign a d&bragreement (H&M's
Chemical Restrictions) and a special agreementctismetics (H&M Cosmetics
Restrictions).

These compliance requirements apply only to supplirectly connected to
H&M, so there are no controls on the previous stdpgke supply chain (e.g., the
production of raw material, textiles or plants). dape with this situation, H&M
entered into the FAP (Full Audit Programme) initiaf which facilitates the
monitoring of subcontractors. Even the protectidnanimals is considered in
H&M'’s code of conduct, and strict expectations previded for suppliers. In
particular, H&M does not sell real fur but only flkear from sheep, pigs, goats and
cattle that have been bred for meat production,jusitfor their skin. No other
leather is permitted in products sold by H&M. Namaal testing is carried out on
its cosmetics products, either during productiofoothe finished products.

4. TheInstitutional Solutionsfor CSR in Supply Relationships

A further development in retailers’ commitment tmmoting CSR in supply
relations is the joint initiatives with NGOs andilphthropic organizations that
operate primarily in the Far East. Both H&M and tGarrefour Group, for
example, are driving in this direction. H&M is opting with agreements with the
UN, UNICEF, Amnesty Business Group, Water Aid arite tFair Labor
Association, while the Carrefour Group is operatwith the FIDH (Fédération
Internationale des Droits de 'Homme). From 2002@67, the Carrefour Group
carried out a pilot project aimed at creating opegaconditions that would
respect the human rights of Bangladesh supplienpl@yees.

Retailers’ efforts to draw up a uniform internatbstandard to promote respect
for environmental and social issues are of pauicuriterest. In this case the CIES
(Comité International d’Entreprises a Succursaig®merging as an association
of major retailers and worldwide brand manufactsireorking to improve the
performances of their members. Its mission is tonyote best practices and
common positions on non-competitive strategic issaach those related to CSR.
The CIES provides a valuable platform for distrdrstwho want to work together
to develop more efficient systems for the supplyaichmanagement and
relationships with suppliers. In the past, the Cl&fcessfully promoted the
Global Food Safety Initiative to harmonize food gwotion systems (Pepe, 2003).
More recently, in 2007, it facilitated the develagm of the Global Social
Compliance Program (GSCP), which was founded bywd's largest retailers
(Wal-Mart, Carrefour, Tesco, Migros, and Metro) amés open to brand
manufacturers with the aim of improving working ddions in international
supply chains. The GSCP provides a platform on lwhicbuild consistency and
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consensus on best practices in labour standartmwiternational supply chains,
in order to develop a unique approach of suppldme work with retailers all
over the world.

Among the reasons that led to the birth of GSCP thasneed to rationalize
investments in CSR by major retailers. The GSCPnhasde considerable efforts
to develop conduct codes; however, these codes stanetured according to
different guidelines so duplications, confusion agosuppliers and overall
inefficiencies occurred.

The objective of the GSCP, by pursuing continugugrovement of working
conditions worldwide, is to adopt a system of congwam and mutual
transparency to guide operators towards convergehstandards. In this way,
retailers and their international suppliers canufoon the main causes of non-
compliance with standards and find common solutidmmsachieve this goal, the
GSCP is building a set of tools — a code of condaictaudit checklist, an audit
methodology, and an auditing standard — that aindéatify and then propose
best practices to be followed in channel relatidrfsee program aims to develop
these instruments through working groups of expehigse task is to identify best
practices and build consensus around them. Congpaaie partially or totally
integrate this toolkit into their existing systeros use it as references for
comparison. It is the intention of the organizéat tall the instruments be openly
available to any company that wishes to use them.

The focus of the GSCP is limited to working corwlis because of the
difficulty in using the same methodologies withamice to other aspects of
business operations, such as respect for the emvewot. In such cases a deep
change would involve the audit process, methodsaaditors.

With the establishment of the GSCP, major retailerd brand manufacturers
want to stimulate mutual learning and to accelecatgrol of working conditions
among suppliers worldwide. At the same time, theCB$latform facilitates the
development of better and longer-lasting relatiggshvith suppliers. Codifying
standards can promote commitment to improving waykionditions through the
use of common and non-divergent tools, thus avgidime excessive variety of
codes of conduct that can lead suppliers to wasezgyg. The GSCP aims to
create social standards for all food sold by lasgailers. In the future, its goal is
to incorporate even non-food goods, such as tolstrenics, clothing, and
household goods.

5. The Offer of Ethical Products

In some cases, retailers’ attitudes toward CSRbsaeven more resolute and
innovative, and some retailers promote or direcitganize supply chains of
products that are approved and certified by fadér organizations. Some large
retailers, having gained the customers’ confidemdsy get to the point of self-
certifying their supply chains (Risso, 2008).

The increased importance assigned by retailerthtoad and social issues leads
some of them to broaden their assortment of prilsiel fair trade products. In
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some cases, if the offer’s differentiation is ainmesdcustomers who do not yet
have a deep ethical awareness, retailers are ligddyild a range of private-label
products through their own networks according ® ghinciples of fair trade, but
without using the certification and the control @edures of Fair Labeling
Organizations (FLG) In this way, retailers can improve their positian by
adding ethical values to their brand while, at Haene time, remaining free to
manage their own supply chains and avoid the negaland the reporting
requirements of certification bodies.

In other cases, especially where retailers feelptiessure of the media, of the
organizations of fair trade and of consumers wheeleagreater awareness of the
social-ethical issues related to products, rewiteay choose to label their own-
brand products with FLO certifications. Usuallytaikers’ private-label products
can be sold with the FLO certification togetherhaather private-label fair trade
products that don’t have any certification, eventhkey are coming from
Alternative Trade Organizations (ATO)n addition, where appropriate, retailers
may have an assortment of private-lable fair tradeucts that are certified by
FLO and self-certified. The presence of differeypeis of fair trade products
draws the consumer's attention to the categorypaoeldes more opportunities to
improve marketing policies associated with it.

o The main examples of retailers that operate acogrdo this strategy are
Marks & Spencer, Coop lItalia, Tesco plc and, mogeently, Carrefour. They
now offer not only wide assortments of fair tradeducts in their stores, but
also their own brands assortments coming from supphins that are directly
controlled and managed in tight relations with smaihd medium-sized
producers from the less developed countries oivibréd.

6. New Social Responsibility L eader ship within Global Supply Chains

Retailers develop CSR methodologies in supply ch@inagement by adopting
ethic codes and ethic standards in the selectiordamation of suppliers (mostly
among less developed countries’ manufacturers)ognidtroducing a number of
private-label ethical products whose supply chaires strictly controlled. This
new approach often requires a reorganization ofraijve structures inside
retailers’ buying offices, in particular as regardspplier-selection criteria.
Nevertheless, only a few cases show a real redpedCSR principles; most
initiatives are just window-dressing and are limite the more visible aspects of
CSR in order to impress consumers.

In particular, in the case of products listed as tfade products, particularly
private-label products, retailers’ approaches vé&gir trade products coming
from ATOs are managed with prevailing criteria teth to profitability and
differentiation of assortments. Single goods ar@tdeith by respective buyers or
category managers. Only in cases where a fair fpaglducts category is created,
a specific buying unit is established.
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Private-label fair trade products are managed m ways. In the first way, a
retailer has a wide category of products, of whiahtrade products are a part. In
this case, fair trade products play only an econawie for increasing sales and
improving category profitability. In the second wayhich is the prevailing case,
fair trade products play a more important role, iagnto generate for the final
customer a perceived mix of economic, social, ethienvironmental and
emotional value, even if with lower revenues. Thedoict becomes a symbol of
the fascia identity and positioning. In this cabere is a staff structure supporting
the responsibilities of buying activities by buyerscategory managers that help
them to integrate the sub-category of fair tradedpcts within the overall
category. This is the model previously applied tieeo sub-brand products, like
organic food and ecological products.

Main investments related to the introduction of faade product lines are at
the organizational level because of the need tarozg, coordinate and control
the supply chain. Most of the time, suppliers arernational and from less
developed countries, increasing costs and diffeesiiin coordination.

Retailers follow one or a combination of two maiethods to organize their
supply chains. The first method is based on theauimg activity to fair trade
operators, voluntary groups, and non-governmentghrozations (NGOs) that
help retailers in structuring and organizing thgmy chain for fair trade
products, bringing in their different cultures, waé and management principles.
This method can bring in more ethical guarantiestite construction and
management of the supply chain, but it requiresethort from the retailer to
mediate and combine the relational and manageragalulities of very
heterogeneous partners.

The second method refers to a reorganization ofélaler’s existing supply
chains according to fair trade principles and stadsl This method is being more
frequently adopted by larger retailers for supghaio management of their fair
trade private-label products, like bananas for Sainy, cotton apparel for Marks
& Spencer and some food products for Coop Italihis Tmethod is more
convenient for retailers because of the lower cob®ipply chain reorganization
and because there is a more sales potential featprlabel products that combine
fair trade values with other ethical value, likegamic and ecological
characteristics. These kinds of value contributenéoeasing the overall turnover
of the fair trade products category (GrankvistleR@07; Pepe, 2007).

Both methods accommodate the gradually changing rof supplier
manufacturers. The ethic nature of fair trade sppphins stimulates a different
approach to retailer-supplier relationship. The atg effects of distance and
lack of communication that characterizes relatisith suppliers from the South
of the world (enforced by the presence of inteoral intermediaries) are
reduced. In addition, the shorter supply chain amifferent cultural basis in the
channel relation between the channel leader (eg}ahd small suppliers from the
South will lead to better reciprocal comprehenssonl adaptation and a more
cooperative relationship.

Managing fair trade supply chains, either those tise fair trade operators or
those that are directly coordinated by retailesp#$ retail managers understand
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the local conditions in which small suppliers operaThis understanding
broadens the possibilities for improving the relaship and developing best
practices according to fair trade principles tha¢ aot limited to formal

declarations and labelling actions.

The application of fair trade criteria can lead n@any positive changes in
retailers’ buying organizations, in particular &y relate to the supply chain
structure, relational processes, the climate ofonatjon and the level of
commitment. Cooperative factors become more relevarrelationships with
small suppliers, and a long-term perspective plevhi general, a more systemic
approach can emerge with the involvement of insial bodies at the local,
national and international levels, where professi®nand operators bring
complementary competencies to finance, logisticendard systems and
certifications. According to Pepe (2007), “The dypghain economy needs to
function as a whole, involving partners from di#fat cultures that can contribute
to generate a higher level of collective culture, aresult of complementary
economic, ethical and ecological values”.

With the introduction of a CSR method within redad supply chains, new
networks based on ethical-social values are orgdnith the characteristics of:

— greater emphasis on cooperative issues, supposteal dcommitment to
knowledge, experience and innovative capabilitiehange;

— lower importance of hierarchical issues and morkarzed power basis
within negotiations, together with more increaseldtronal capabilities of
smaller manufacturers that are also increasinglpalcle of finding
alternative channels for their products and imprguheir competencies;

— greater possibility to obtain a more effective dyppetwork with shorter
buying channels, costs savings and more rapid atiaps of assortments
to final demand needs and changes;

— the introduction of relational criteria in whichdiwiduals maintain a
central role, addressing communication, logistiGad coordination
processes towards respecting people;

— the possibility to pursue a development model éatronships and supply
processes with a balanced role for all partner$y miore guarantees for
workers and more attention paid to environmentlaodl social issues.

All these characteristics drive towards a virtuoysle that can be activated to
stimulate a cooperative network in which a moreabe¢d development process
and a more equal distribution of benefits can kaiabd.

7. CSR, Fair Trade Products and Global M arkets

The adoption of CSR guidelines by large retailéns)uding standards for
manufacturing and relational processes and theduattion of fair trade products
in their assortments, provides an opportunity tmisime ethical-social principles
with the profitability goals of retailers. The exmnces of some major retailers
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show that these two goals are compatible througthange in the corporate
culture that is not limited to the formal aspecfspoocesses. Adopting CSR
guidelines and changing the corporate culture ¢mmukte a new approach to
international trade relations that features a hidgneel of cooperation and a more
equal distribution of benefits between more devetbpountries and those in the
South of the world.

Even if ethical, ecological and social principleenchave more influence in
managing international supply chains, large retsileeed to maintain their efforts
to meet market and profitability objectives. In masses, CSR initiatives,
including fair trade product offerings, are adoptedincrease profitability or
improve a reputation for social-ethical sensitivifiyhis approach is becoming
more important as consumers’ awareness of ethgsales and the negative
opinion of a large fascia of consumers regardingglization processes increase.

Most recent investments by retailers in marketingivdies have been
addressed to stimulate consumers’ perceptionsthigabffer includes not only
products, but also values ethical value. In puiguihis objective, retailers
generate a convergence between their needs, thessalb suppliers of the South,
and those of “responsible” consumers.

In the future, large retailers can play an impdrtafe in the development of a
more equal and fair international trade, througle tntroduction of new
methodologies and criteria in managing supply ndtwm which smaller
suppliers are involved. The introduction of famde product lines as an advanced
stage of CSR for retailers can also improve thermtional supply network but
will require a corresponding increasing sensitivitythe demand for a higher
level of information that will help consumers tdfdientiate between effective
fair trade networks and those that are only forfwatdow dressing” actions.

Long-term sustainability of retailers’ CSR initiads (even from an economic
point of view), combined with consumers’ wider coiosisness of CSR issues,
can support the development of a cultural changa basis for more balanced
relationships between small manufacturers from $weith and large global
retailers.
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Notes

LFLO is an international body for certification ddiF Trade products. Through a certification system,
it plays a controlling role by verifying manufactus, importers and processing companies to
ensure that products with the Fair Trade markrmaetordance with the standards of fair trade.

2 ATOs (Alternative Trade Organizations) are impogemcies of fair trade goods, operating
according to the principles and rules of fair trade
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