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5 Do companies walk the talk?
Commitments and actions in global supply
chain labor standards!

ABSTRACT

this article examines the efforts towards implementing minimum labor
standards in global supply chains through the lens of corporate social
responsibility. The adoption of supplier codes of conduct has driven efforts
to monitor and enforce standards within these chains. Nonetheless, chal-
lenges persist in translating commitment into action, giving rise to gaps in
implementation. We address two critical phenomena: corporations’ vary-
ing internalization of responsibility to implement labor standards, and the
translation of these written commitments into actions. Through two distinct
studies, we explore how companies navigate the gaps between corporate
recognition of responsibility and the establishment of management sys-
tems to implement labor standards. Do companies walk the talk between
their commitments and their actions? The first study demonstrates that a
minority of companies are diligent in committing to implement their codes.
Only 17% accept a shared responsibility to implement the code, and most
companies only refer to audit visits or the termination of supplier contract
as mechanisms put in place. The second study does not find conclusive
evidence of a correlation between corporate commitments and positive
evaluation of their corporate sustainability practices in supply chains as
rated by KnowtheChain. However, results suggest that companies do bet-
ter when they promote the collaborative approach with suppliers in their
implementation efforts.

Keywords: Global supply chain ; Codes of conduct ; Labor rights ; Corpo-
rate responsibility

1 This chapter is based on the published article: Vandenbroucke, S., Pluut, H., Erkens, Y. et al. Do
companies walk the talk? Commitments and actions in global supply chain labor standards. Int
J Corporate Soc Responsibility 9, 17 (2024). https:/ /doi.org/10.1186/540991-024-00103-0


https://doi.org/10.1186/s40991-024-00103-0

96 Chapter 5

5.1 INTRODUCTION

Private regulatory efforts to address labor and environmental risks in global
supply chains led to the widespread adoption of supplier codes of conduct
(SCCs), most of them including minimum labor standards applicable to
supply chain workers. As highlighted in the previous Chapter, over 80% of
codes refer to child labor, forced labor, collective bargaining and freedom of
association, and discrimination. These commitments mark the growing con-
cern of private actors for non-financial matters. Awareness on human rights
and environmental issues in global supply chains increasingly translates
into corporations’ strategies and policies, forming the so-called corporate
self-regulation and a private governance around these issues.2 However,
the narrative of the ‘sustainable’ or ‘ethical’ company is controverted, and
many question the actions undertaken by companies, beyond their words
and policy standards proudly published for the world — especially the con-
sumer — to see.

According to international soft law, it is expected that firms act upon
their standards dictated in their codes and ensure implementation. For
instance, the United Nations Guiding Principles on Business and Human
Rights (UNGP) principles #19 and #20 emphasize the importance of track-
ing the effectiveness of actions taken to prevent and mitigate adverse
human rights impacts. The OECD Guidelines for Multinationals Enterprises
suggest several measures that companies should take to ensure minimum
labor standards protection, including supplier assessment and conducting
due diligence to ensure compliance with codes, collaborating and engag-
ing with suppliers to address challenges, and establishing procedures for
addressing non-compliance, amongst other things.

Despite these international recommendations, previous studies assess-
ing implementation efforts of corporate self-regulation highlight the chal-
lenges of turning words into actions (i.e., policy standards into decent labor
conditions) in the global supply chain. Mamic’s research in 2005 reported
the emergence of implementation programs within corporations, includ-
ing audit practices, reporting procedures, training initiatives, remediation
mechanisms, and the pivotal role of stakeholder dialogue (Mamic, 2005).
Subsequent scholarly discussions on compliance programs point out the
ineffectiveness of these implementation programs, their inherent challenges,
or the issues in how they are executed (e.g., Paiement, 2021; Locke & Samel,
2018; Coslovsky & Locke, 2013).

Today, the empirical literature gives us insights into which implementa-
tion mechanisms are the most effective to improve labor standards in the
global supply chain, and which instruments should be included in supplier
codes of conduct (see the literature review in Chapter 3). However, we are

2 In this paper, supplier codes of conduct, (corporate) self-regulation and private gover-
nance describe the phenomenon of corporate regulation of labor standards in global sup-
ply chains and are thus used interchangeably.
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missing data from corporate practices to fully understand the extent to
which they internalize these expectations by integrating implementation
provisions in SCCs; and put in place implementation programs in practice.
Given the voluntary and largely unregulated nature of private governance
of labor standards within the global supply chain, the development of
implementation programs essentially relies on corporate willingness to
embrace a sense of responsibility for their impacts, as demonstrated in
Chapter 2. This article aims to provide quantitative data on implementa-
tion provisions and programs adopted by multinationals, shedding light
on how companies currently ensure the effectiveness of their codes and
contribute to the implementation process itself. We pose the following ques-
tion: Which role do implementation programs as set up by multinationals
play in limiting social risks in the global supply chain? This paper presents
one of the first empirical studies that (1) provides descriptive data on the
content of supplier codes of conduct regarding implementation provisions,
(2) analyzes the quality of implementation provisions, and (3) compares
written commitments with independent benchmark reports among a subset
of companies in the database.

The first section reviews the literature to map conceptual approaches
on corporate responsibility to limit social risks in the global supply chain.
The second and third section present empirical results from two studies
that we conducted. The first study (section 2) investigates implementation
provisions laid down in SCCs by assessing the textual content of codes.
The second study investigates the gap between the written provisions in
supplier codes of conduct and the existence of programs in practice. We
do so by comparing our own database of SCCs with the database built by
KnowtheChain. We offer insights into how SCC textual content corresponds
with corporate actions implementing their standards, thus how companies
‘walk the talk’.3

51.1 Conceptual framework: multinational responsibility to implement
labor standards

Within the field of global governance, theoretical discussions on corporate
responsibility are developed from different angles. Political philosophy
theorists discuss the notion of shared responsibility, to understand the role of
multinationals in their global supply chains beyond a liability model. From
the perspective of corporations, stakeholder theories help us understand the
shift from the profit-driven firm to the social enterprise that society expects,
and how companies embrace this responsibility. In practice, institutional
theories tell us how decoupling can occur between the words and actions of
corporate social responsibility (CSR) strategies. Conceptualizing the terms

3 This phrasing is inspired by Bromley and Powell’s article “From Smoke and Mirrors to
Walking the Talk: Decoupling in the Contemporary World.” (2012)
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‘implementation provisions’ and ‘implementation programs’ is necessary to
assess how corporate commitments translate into practice.

5.1.1.1 Theorizing shared responsibility beyond the liability model

The common way of ascribing responsibility in legal proceedings uses
the liability model, when agents are held responsible for a specific outcome
based on their direct causal contribution to it. Based on the liability model,
blame and guilt are attributed to agents by taking into account the “fairly
direct interaction between the wrongdoer and the wronged party” (Young,
2006a, p. 118). The concept of liability is central to legal reasoning, as it aims
to attribute responsibility in a cause-effect relationship that is logic and
relatively measurable. Political philosophy theorists have argued that this
model of responsibility cannot be applied to global supply chain structures
and injustices; interactions in the global market are too complex to recon-
struct causal chains, the responsibility for human and environmental risks
is shared among different actors, and global supply chains are difficult to
trace (Hahn, 2009). As a result, these structural injustices are the outcome
of multiple actions and processes carried out by diverse agents, where a
direct causal effect is hardly ever evident, and attribution of blame is not a
mathematical formula.

As an alternative to the liability model, political theorists — with Iris
Marion Young as their pioneer — propose the notion of shared responsibility,
with the development of the social connection model of responsibility. This
model argues that all individuals connected to structural injustice share
a responsibility to collectively struggle against it, even when they are not
directly responsible for causing them. She calls this a political responsibil-
ity (Young, 2004). The social connection model has two main added value
compared to the liability model, particularly relevant in the global supply
chain context. Firstly, it emphasizes forward-looking responsibility, while
the liability model which is backward looking and seeks responsibility for
past actions. Secondly, in this model, actors jointly bear responsibility for
the elimination of structural injustices, with the idea that the structure that
creates injustices can only be changed if many agents engage in coopera-
tive efforts. Applying Young’s theory, Zwolinski (2012) and Phillips (2022)
conclude that responsibility does not only occur in case of wrongful par-
ticipation in unjust structures. Even actors “minding their own businesses”
and acting within accepted norms and rules participate in reproducing
structural injustices.

Young’s social connection model forms a good theoretical basis for a
delegation of responsibility for global justice to transnational private actors,
beyond legal obligations and even when companies act within accepted
norms and rules. While companies are not (yet) legally liable for their
transnational social impact, they have a clear role as powerful actors in the
global supply chains production systems. Based on these theories, many
scholars focusing on corporate responsibilities toward wider society have
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been vocal about firms’ responsibility towards global society. For instance,
Loosemore and Phua (2010) mention that contemporary business demands
encompass addressing broader societal challenges, and that products and
services are required to fulfill wider needs than before. Berkey (2021) con-
tends that firms have extensive positive duties to the global poor, meaning
they have an active role in preventing exploitation of employment and use
the resources at their disposal to provide decent labor conditions.

Afilander (2020) explores the concept of subsidiarity to allocate respon-
sibility to the actors in global supply chain. As a governance principle,
subsidiarity constitutes a priority rule that gives smaller entities precedence
over higher instances. Only in cases where individual actors are unable to
solve problems themselves, higher instances have a responsibility to assist.
Afllander considers that, as secondary actors in society, corporations bear
moral obligations to ameliorate social and environmental conditions. Draw-
ing inspiration from the Kantian perspective, the theorist argues that the
abilities of the lower instances in society create a moral right for assistance
for the lower — level instances in society and simultaneously a perfect duty
of assistance for higher — order instances. In this ‘layered’ society of actors,
he suggests that corporations can be seen as the ‘higher-order” instance
within the buyer-supplier top-down relationship. While this notion has
faced criticism, Afildnder’s subsidiarity principle provides for an interesting
perspective on the degree of corporate responsibility. When suppliers and
workers struggle to implement labor standards, multinational enterprises
(MNEs) have a moral obligation to step up and fulfill a role of assistantship
towards the disadvantaged group of persons. In this sense, corporations
bear duties to collaborate with others to overcome the problems at hand.
To cite Aslander’s (2020, p. 729) view: “based on the principle of subsidiarity,
[we see this responsibility] as a responsibility which follows a hierarchical order
shifting from primary actors to secondary actors in society if the respective tasks
cannot be accomplished at the lower level”.

Theories on shared responsibility and subsidiarity explain why com-
pany are responsible for their global supply chains labor standards, even
though they are not the direct perpetrator of wrongful labor conditions.
Now, one may question whether companies accept this role and consider
itself responsible. We investigate this in Study 1.

5.1.1.2 Embracing the paradigm of corporate responsibility

From the economic perspective, theories of capitalism and profit-driven
enterprises have long guided the principles of business conduct. Milton
Friedman’s (1980) assertion that globalization is a ‘win-win’ scenario has
echoed through boardrooms, advocating for the pursuit of profits as the
primary goal of corporations. To integrate human rights into their business
practices requires a shift redefining the raison d’étre of corporations, from the
singular profit-driven objective to the internalization of sustainability duties
and responsibilities. The rising concept of “Creating Shared Value,” as put
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forth by Porter and Kramer (2011), underscores the idea that societal needs
and economic value are interconnected.

From the business perspective, stakeholder theory posits that compa-
nies should not merely mitigate harm but have positive impacts, fostering
economic growth while addressing pressing global challenges. As under-
lined by Dmytriyev et al. (2021), stakeholder theory argues in favor of
building stakeholder relationships and creating value for all stakeholders,
thus including financial and non-financial elements. Stakeholder theory
thus argue that the corporate landscape must embrace a new paradigm. A
growing realization of the interconnectedness between business operations,
the environment, and social well-being is reshaping the way companies
perceive their roles and responsibilities. The popular adoption of SCCs by
multinationals is one of the steps forward taken by corporations to signal
to their stakeholders their awareness and attention towards issues beyond
financial aspects. The CSR literature underlines an acknowledgement of
businesses’ responsibility towards society, as CSR is considered good corpo-
rate behavior going beyond the core duties of a company through voluntary
perspectives (Kolk, 2010). Yet, as Tamvada (2023) explains, there is a lack of
understanding and convergence on why, to what, and how corporates are
responsible to society.

While the literature underlines that there is a shift, transforming corpo-
rations’ raison d’étre, it is uncertain how (and if) this new role translates into
practice at business level. Study 2 of this paper aims to give some elements
of response to fill this gap.

51.2  Risks of decoupling: from policy to outcome

One of the risks of corporate self-regulation highlighted by scholars is to fall
in the ‘window dressing’ trend, where standards formulated do not match
the reality of business practices (Cerchia & Piccolo, 2019). This leads to the
decoupling between the formal policy and the actual practices, where a
policy is formally introduced but not actually implemented in daily prac-
tice. This concept stems from institutional theories, developed by Bromley
and Powell (2012) and later adapted to corporate practices in global supply
chains, to explain the gaps between SCCs and their compliance (Bartley &
Egels-Zandén, 2015; Bird et al., 2019). As detailed in the literature review
in chapter 3, from the adoption of a supplier code of conduct to reaching
its intended outcome, the process can be interrupted (decoupled) at three
stages: there can be a goal-system decoupling, policy-practice decoupling,
and a means-end decoupling.

In this paper, we investigate in two subsequent studies two decoupling
stages: the goal-system decoupling and the policy-practice decoupling.
Jointly, our studies examine whether corporations commit to taking an
active role in addressing labor risks in their global supply chain, thus
accepting their shared responsibility in reforming unjust structures. To this
end, we delve into the complexities surrounding the implementation of
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labor standards in global supply chain and seek to assess the gaps between
words and actions in global supply chains and understand corporate
actions beyond the mere standard-setting goal of SCCs. As highlighted in
the conceptual model (see Figure 1), Study 1 investigates the goal-system
decoupling by analyzing how corporations set goals as well as management
systems to reach those goals in their corporate policies. A central point
of focus here is to assess whether companies commit to participate in the
implementation of labor standards when setting their management systems.
Study 2 looks into the policy-practice decoupling by investigating whether
internalization and recognition of responsibility for implementation by
companies leads to effective actions and implementation programs.

Figure 1. Conceptual model: Intentions of studies 1 and 2 to assess SCC decoupling process

Formal policy (goal):
Supplier code of conduct

Goal-system decoupling
Study 1
@ < Which management
systems are set in the
code’s content?

Implementation provisions

System-practice
decoupling
Q _ Study 2
% = Which management
systems are developed
in practice?

Implementation practices

Real outcome: Decent working
conditions in global supply chains

Note. Conceptual model adapted to codes of conduct, from the theory by Bromley and Powell (2012) and
readjusted by De Bree and Stoopendale (2020).

51.3 Conceptualizing implementation provisions and implementation
programs

In line with the decoupling stages, we distinguish two concepts, implemen-
tation provisions and implementation practices. Implementation provisions
are the written commitments laid down in the SCC, relevant at the goal-sys-
tem decoupling phase. Implementation practices are the actions effectively
undertaken by MNEs, appearing at the policy-practice decoupling stage. To
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implement labor standards, companies establish management systems. As
defined by De Bree and Stoopendale (2020), management systems include
all the kinds of intended organizational measures and procedures to achieve
the goals set by the policy. This article studies the management systems
designed to assess, facilitate and ensure compliance with labor standards
stipulated in those codes, investigating those systems both as described in
implementation provisions and as established in implementation practices.

International soft law and guidelines have previously indicated what
type of management systems are recommended for an effective compliance
with labor standards. According to the UNGPs, the ILO Tripartite Declara-
tion of Principles Concerning Multinational Enterprises and Social Policy
and the OECD Guidelines for Multinational Enterprises, business enter-
prises should carry out human rights due diligence. This process includes
assessing actual and potential human rights impacts, integrating and acting
upon the findings, tracking responses, and communicating how impacts
are addressed. These texts also point out the importance of collaborating
and consulting stakeholders to address systemic challenges and promote
responsible business conduct. In case of SCC violation, the UNGPs detail
the process to guarantee access to remedy for victims of labor rights viola-
tions in global supply chains. Moreover, these soft law instruments consider
that multinationals” responsibility to apply minimum labor standards
extends beyond simply creating a policy document; it involves ongoing
efforts to assess, address, and mitigate potential adverse impacts in supply
chains. In our terms, management systems integrated in implementation
should thus match implementation practices.

5.2 STUDY 1. WRITTEN COMMITMENTS IN IMPLEMENTATION PROVISIONS

In this first study, we unravel the content of SCCs’ implementation provi-
sions. Using two methods of analysis of implementation provisions, we
measure the extent to which MNEs are invested not only in the standard
setting of their self-regulatory policies, but more precisely in the establish-
ment of implementation mechanisms. The methods employed in this study
to analyze SCC content allow us to gain insights into MNEs’ investment to
implement their codes — beyond the mere citing of labor standards.

52.1 Methods for Study 1
Phase 1: Collecting supplier codes of conduct

The collection of supplier codes of conduct analyzed in this study was per-
formed between September 2020 and June 2021 and contributed to the Data-
base of Business Ethics (DBBE). The paper “Decoding supplier codes of conduct
with content and text as data approaches” (Vandenbroucke et al., 2023), namely
the publication of chapter 4 of this dissertation, was the first published
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paper using the data from the DBBE. More information on the process of
the data collection and the description of the methodology can be found
there. This database gathers SCCs from a target sample of 1241 companies
in 30 countries and counts 880 codes of conduct applying to suppliers. For
this study, we have reduced this sample to 810 SCCs, by excluding all codes
that applied both to employees of the company and the suppliers. It was
important to focus on codes applying exclusively to suppliers, to avoid
misunderstandings on the actors targeted by implementation mechanisms.

Phase 2: Measuring implementation provisions

To operationalize implementation provisions, we extracted paragraphs
of SCCs pertaining to implementation and coded them to obtain measur-
able and quantifiable data. All content of the code fitting in the above-
mentioned definition of implementation provisions (i.e., all management
systems designed to assess, facilitate and ensure compliance with codes’
requirements) was extracted. This data extraction was performed manually
between December 2022 and February 2023.

Phase 3: Text analysis using keywords method

We proceeded to analyze the extracted content with two different types
of text analysis approaches (phases 3 and 4, respectively). Firstly, we used
the dictionary method to capture the frequency of reference to selected
terms (keywords). With this method, we intended to investigate corporate
commitments to setting management systems. To identify the relevant key-
words, we began by analyzing the Responsible Business Alliance (RBA)*
SCC, as this code represents a looked-up practice in business conduct for
the drafting of SCCs. Within our database, over 80 companies have adopted
the RBA code. Moreover, the RBA code includes a section dedicated to
“Management Systems”, insisting on the following actions to ensure
implementation: company commitment; management accountability and
responsibility; legal and customer requirements; risk assessment and risk
management, improvement objectives, training, communication, worker
feedback, participation and grievance, audit assessments, corrective action
process, documentation, and records, and finally supplier responsibil-
ity. Among these practices, we identified five categories of management
systems, namely: transparency of the supply chain, risk and assessment
monitoring, training programs, corrective action process, and reporting
mechanisms. After a trial-and-error pilot of codes, we selected a list of key-
words for each of these categories, laid down in Table 1. Presence of these
keywords in SCC implementation paragraphs manifest a high likelihood

4 The RBA was chosen in this context as it represents a looked-up practice in business con-
duct for the drafting of SCC. Within our database, over 80 companies have adopted the
RBA code.
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that the SCC included this management system in their SCCs, meaning that
they intend to establish this practice. For this method, the variable “imple-
mentation categories score” referred to the number of categories referred to in
a SCC, regardless of the frequency of the appearing keywords. Regarding
category 5, namely the corrective action process, it is noteworthy that we
include “termina*” among the keywords, meaning that we consider the ter-
mination of the supplier-buyer contract as one of the management systems
established to ensure SCC compliance.

Table 1: Definition and keywords of management system categories

Category Definition Keywords Number of
searched codes (and
percentage of
total) including
this category in
implementation
provisions
1 | Transparency | The code discusses information and ® document* |296
of the Supply | documentation that suppliers need to e transparen® | (36.5%)
Chain be in possession of, in order to increase e traceability /
transparency of their labor practices, and trace*

the requirements of record keeping on
compliance processes. This includes the
communication obligation from suppliers
towards workers, consumers, and their
own suppliers down the supply chain.

2 | Risk The code discusses risk assessment and e audit* 387
assessment risk management of supply chain practices | ® visit* (47.7%)
and and includes any monitoring mechanism
monitoring in place to assess code compliance (e.g.

with audits; field visits).

3 | Training The code includes provisions related to e train* 189

programs the training of managers, workers, either (23.3%)

at company or supplier levels, on code
compliance or management programs

4 | Corrective The code includes processes for correction | ® corrective 383
action process | of deficiencies in case of code non- e terminat* (47.3%)
compliance, such as improvement steps,
penalties, and ultimately the termination
of supplier-buyer relationship.
5 | Reporting The code includes any formal mechanism | ¢ whistleblow* | 262
procedures put in place to report a grievance * griev* (32.3%)
and grievance | regarding labor conditions in the ® hotline

mechanisms | company’s supply chain. The code
includes opportunities to report violation
or potential violations, such as the
establishment of whistleblowing practices.
The code might include an email, a

phone number or a hotline available

to stakeholders, including workers
themselves.
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Phase 4: Text analysis by expert assessment

Our second way of analyzing implementation provisions in SCCs was to
ask experts to provide for a quality assessment of companies’ commitments
to implementation provisions based on a group classification ranging from
0 (companies have no SCC) to 5 (best-case scenario of implementation
provisions). This expert assessment was performed manually, with three
different researchers doing the coding to ensure reliability of our classifica-
tion and avoid biases. This classification is not only based on keywords, but
the global meaning of the implementation provisions paragraph extracted,
including its grammar. This research design was notably built on the find-
ings by Crilly et al. (2016), according to whom the focus on the content or the
grammar of how social actors explain and rationalize their conduct leads to
different outcomes. While corporate actors may persuade stakeholders of
their ethical behavior based on the content of discourse, its grammar reveals
information on the intention of the company (Crilly et al. 2016). This manual
method of text assessment aims to analyze the text beyond its content or
mechanisms listed and look at how and why the provisions are phrased to
understand the level of corporate commitment.

After reading more than 100 implementation provisions in SCCs, the
experts discussed which categories would be an appropriate operation-
alization of the quality of implementation provisions. The five categories
represent different levels of responsibility, imposed on suppliers (recom-
mendation or obligation), and/or on the multinational itself. As we are try-
ing to assess “To what extent are multinationals taking an active role in limiting
social risks in their global supply chain via the establishment of implementation
programs?”, the distribution of responsibility for implementation is relevant.
Categories 3 and 4 mark the difference between the responsibility solely
relying on suppliers to comply with the standards, and a sense of responsi-
bility shared with the buyer itself present in category 4.

0. The company has not drafted a supplier code of conduct (this applies to
431 companies out of our initial database of 1241 companies, thus
leaving us with a sample of 810 SCCs)

1. The SCC does not have any implementation provision, or not noteworthy.

2. Recommendation and encouragement to suppliers: Implementation
provisions are formulated to suppliers, but simply as guidance and
recommendations, thus using grammar such as “suppliers should...”.

3. Obligations/concrete expectations to supplier: The implementation
process is formulated in an authoritative way, implying an obligation.

4. Obligations/concrete expectations to both supplier and company itself:
The implementation process also formulates steps to be taken by the
company itself, and a level of responsibility for non-compliance.

5. Corrective action plan: On top of the previous requirements, the imple-
mentation provision puts in place a procedure to follow in case of non-
compliance. Attention: A simple termination of the contract is sufficient
to be included in group 5.
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For groups 3, 4 and 5, the conditions are cumulative, meaning that for
instance a code’s implementation will only be rated 5 if conditions of group
4 are present. After a pilot ran by three experts on 80 companies (roughly
10% of the 810 SCCs constituting our dataset) based on an initial classifica-
tion in five groups,® two experts independently coded the remainder of the
dataset. A total of 70 discrepancies in coding were identified between the
two coders. This amounts to a .872 inter-reliability score according to the
Cohen’s Kappa calculation, suggesting a good level of agreement between
the two coders. The cases of discrepancies were discussed and resolved.
Most related to some vagueness or incoherency of vocabulary used.

522 Resultsof Study 1

Table 2 provides an overview of the number of management system catego-
ries included in supplier codes of conduct. As noted earlier, we distinguish
between five categories of management systems to implement SCC (i.e.,
transparency of the supply chain, risk assessment and monitoring, training
programs, corrective action processes, and reporting procedures and griev-
ance mechanisms). Our results demonstrate that few SCCs refer to imple-
mentation mechanisms or do so superficially. Out of the 1241 companies
in our sample, 810 have a SCC, of which 101 (12.5%) codes do not have
any implementation provisions according to our definition. A relatively
high number of 179 codes (22.1%) does not refer to any of the categories of
implementation provisions. Only 46 codes (5.7%) refer to all five categories.

Table 2: Number of management system categories included in supplier codes

Frequency | Percent Cumulative Percent

0 categories | 179 22.1% 22.1%
1 category 168 20.7% 42.8%
2 categories | 207 25.6% 68.4%
3 categories | 141 17.4% 85.8%
4 categories | 69 8.5% 94.3%
5 categories | 46 5.7% 100%
Total 810 100%

Figure 2 shows the percentage of codes referring to particular implementa-
tion provision categories. Risk assessment and monitoring is referred to
most often (47.8% of codes), followed by corrective action plans (47.3% of
codes). Few supplier codes included the importance of training in their
implementation provisions (n =189, 23.3%).

5 This pilot led to a redefinition of our five categories, as we figured out our initial ranking
did not work as we expected.



Do companies walk the talk? Commitments and actions in global supply chain labor standards 107

Figure 2: Reference to management systems to implement supplier codes

400 47.8% 47.3%
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A comparison of these results across different sectors and regions dem-
onstrates that reference to specific management system categories is not
affected by country or sector. Annex 1 provides for detailed tables compar-
ing sector and regions.

Therefore, to answer the first research question, it can be concluded
that few specific management systems are included in SCCs to ensure their
implementation. From our sample of 1241 companies, only 46 of them
drafted a SCC that includes reference to all five relevant management
system categories, namely transparency, risk assessment and monitoring,
training programs on implementation, corrective action process, as well as
reporting procedures and grievance mechanisms. Companies refer more
often to risk assessments and monitoring or to corrective action plans
than they refer to reporting procedures or trainings. Only 30% of the SCCs
referred to three or more categories.

Table 3 provides an overview of the classification conducted by our
expert assessment, following the analysis of the quality of SCC implementa-
tion provisions. Our findings indicate that most companies draft supplier
codes of conduct to influence the behavior of their suppliers without
committing themselves to taking an active role in the implementation
programs. That is, 60% of companies fall in category 3, meaning that they
do have implementation provisions, but those only enunciate obligations
to be respected by suppliers themselves, without including a conduct to
be adopted by the multinational itself. 83% of companies with a code of
conduct do not include any provision that would bind themselves to imple-
menting their programs (only reflected in categories 4 and 5).
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Table 3: Quality assessment of implementation provisions in supplier codes of conduct

Expert assessment Frequency Percent Cumulative Percent
1: No provisions 101 12.5% 12.5%

2: Recommendations to suppliers | 81 10.0% 22.5%

3: Obligations to suppliers 492 60.7% 83.2%

4: Responsibility for multinationals | 111 13.7% 96.9%

5: Corrective action plans 25 3.1% 100%

Total 810 100%

Table 4 highlights the geographical differences in SCC ratings. It appears
that Australian companies are slightly more inclined than companies
located in other regions to commit to implementing their standards, shortly
followed by European companies. Lack of any implementation provisions
is most common in Asia.

Table 4: Quality of implementation provisions across geographical regions

1. No provi- | 2 Recommen- | 3. Obligations | 4. Obligations 5. Corrective | Total
sions dations to to suppliers | to the multi- Action
suppliers national Plan
Asia 33.7% 6.5% 46.7% 13.0% 0% 100%
Europe 10.1% 10.1% 56.2% 19.6% 4% 100%
Latin America | 20% 50% 20% 10% 0% 100%
North America | 9.5% 9.5% 69.7% 8.7% 2.6% 100%
Australia 7.5% 11.3% 52.8% 20.7% 7.5% 100%

Note: The percentages were calculated based on absolute values within the geographical region. Percentages

are summed up to 100% across columns, not rows, since companies are unequally distributed across regions.
In total, N=1241

Table 5 reflects the sectorial differences of our expert ratings. Sectors partic-
ularly influenced by consumer retaliation, such as consumer discretionary
and consumer staples, are more often classified as having a higher quality of
codes. Annex 1 provides for detailed tables comparing sector and regions.
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Table 5: Quality of implementation provisions across sector
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1. No provi- | 2 Recommen- | 3. Obligations | 4. Obligations 5. Corrective | Total
sions dations to to suppliers | to the multi- Action
suppliers national Plan
Communication | 12.8% 7.7% 61.5% 17.9% 0% 100%
Consumer 10.4% 8.3% 57.3% 18.7% 5.2% 100%
Discretionary
Consumer 6.9% 8.3% 61.1% 16.7% 6.9% 100%
Staples
Energy 35% 0% 55% 10% 0% 100%
Financials 17.7% 15.9% 47.8% 17.7% 0.9% 100%
Health Care 10.5% 6.6% 77.6% 2.6% 2.6% 100%
Industrials 13.7% 10.8% 56.8% 15.8% 2.9% 100%
Information 7.4% 7.4% 75.5% 8.5% 1.1% 100%
Technology
Materials 6.1% 9.8% 67.1% 12.2% 4.9% 100%
Real Estate 25% 11.1% 47.2% 13.9% 2.8% 100%
Utilities 13.9% 16.3% 53.5% 11.6% 4.6% 100%

Note: Percentages were calculated based on absolute values within the geographical region. Percentages
are summed up to 100% across columns, not rows, since companies are unequally distributed across
sectors. In total, N=1241.

Our quality assessment of implementation provisions in SCCs leads us to
conclude that companies are reluctant to formulate their implementation
mechanisms as instruments that would bind them to act a certain way. In
most cases, codes are formulated as “companies reserve the right to...”. Sup-
pliers are at the receiving end of these codes, where clear expectations of
compliance with labor standards are included, but the steps to be taken
and tasks to be done by the companies themselves are limited. This tells
us that SCCs are primarily a top-down policy, where companies seldomly
accept to be bound by its effect. To answer the second research question,
it is evident that codes” implementation provisions put little responsibility
on multinationals, especially considering that only 5% classify as what we
rated the best practice scenario.

As we employed two methods to analyze the implementation provision in
SCCs, we also wanted to investigate the correlation between the number of
management system categories (method 1 based on text analysis) and the
quality assessment of implementation provisions (method 2 based on expert
assessment). We indeed found a positive and strong (r = .818, p <.001). Table 6
provides the results of the cross-tabulation of these two variables, and includes
the variables related to the frequency of the keywords for each of the man-
agement system categories. This allows us to understand specifically which
management system correlates the most with our assessment of SCC quality.
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Table 6: Means, standard deviations and correlations between expert assessment and
frequency of management system keywords

Mean | SD 1 2 3 4 5 6 7

—_
—_

. Expert assessment 1.86 | 1.54

N

. Number of management

. 876 | 1.80 | .82** |1
systems categories

w

. Frequency of

*% %
‘Transparency’ keywords 70 .22 o8 !

4. Frequency of ‘Risk

, 1.20 | 355 | .27* | .28% | .15%* |1
assessment’ keywords

a1

. Frequency of ‘“Training’

43 .99 J9%* | 50%* | 37+ | 427 | 1]
keywords

6. Frequency of ‘Corrective

. , .82 1.33 | .33** | 47** | 19** | 57** | 25% |1
action process’ keywords

7. Frequency of ‘Reporting

, 74 1.41 8% 1 .39 | .07 .02 .08* 07% 11
procedures’ keywords

Note: Means (M) and standard deviations (SD) are descriptive statistics for each of the variables. The
Pearson correlation coefficients laid down in the table are between expert assessment and frequency of the
keywords, calculated based on the number of keywords appearing in each category in SCCs (N=810).

* p<.05.

* p <0l

This tells us that companies referring to most implementation tools as “key
words”, such as those recommended by international organizations, are
most likely the same companies having a higher assessment of code imple-
mentation provisions’ quality, according to the expert classification. This
correlation also confirms that two different measurement of SCCs” imple-
mentation provisions appear to lead to similar conclusions. The high cor-
relation between these two variables could also be interpreted as a validity
test of their coding. However, this correlation does not indicate that those
programs are reflected in practice, nor effectively implemented. The next
section will give us more insights on the actual existence of implementation
programs, when included in SCCs.

5.3 STUDY 2. FROM COMMITMENT TO ACTIONS IN IMPLEMENTATION
MECHANISMS

In this second study, we compare the content of SCC implementation pro-
visions with the scoring of multinationals” implementation programs by
KnowtheChain. This allows us to investigate the gap between the written
provisions in supplier codes of conduct and the actual existence of pro-
grams in practice. KnowtheChain is a nonprofit organization evaluating the
policies and practices that companies have in place to tackle forced labor in
their global supply chains. Their database consists of general and specific

6 For this variable only, companies without a SCC were rated “-1”.
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scores for multinationals” global supply chain behavior, which is updated
every year and publicly available on their website.”

53.1 Methods for study 2
5.3.1.1 KnowtheChain sample of companies

KnowtheChain includes companies based on a strict selection process,
using three primary inclusion criteria: exposure to forced labor risk, market
cap, and sectors under high exposure to forced labor risks. Regarding this
last element, three sectors were identified, namely the information and com-
munications technology, food and beverage, and apparel and footwear. For
2020-2021, 129 companies from all over the world were selected. From the
sample of companies evaluated by KnowtheChain in year 2020-2021, we
found an overlap of 94 companies with our database. From those 94 com-
panies, only 77 had a supplier code of conduct on their website according
to our database. Considering this relatively small overlap and hence small
sample size for Study 2, the results presented herein should be considered
preliminary insights and therefore definite conclusions are not warranted.

5.3.1.2 KnowtheChain scoring

KnowtheChain produces benchmarks to evaluate the efforts of companies
in addressing forced labor in their supply chains. Based on the UN Guid-
ing Principles on Business and Human rights, KnowtheChain evaluates
corporate policy commitments, due diligence practices and remedy. Seven
thematic indicators are studied: commitment and governance, traceability
and risk assessment, purchasing practices, monitoring and verification,
recruitment, worker voice, and remediation. The scores for each of these cat-
egories are obtained following a strict benchmark methodology, developed
through consultation with stakeholders. These benchmarks are applied
similarly to each company evaluated and published online.8 The data for
the benchmarks are collected via document analysis and website scrapping
for any English language disclosure by companies, additional disclosure
provided by companies upon interaction, publicly available forced labor
allegations from third parties sources, and companies responses to allega-
tions and third party verification with third parties, such as the Responsible
Business Alliance and the Fair Labour Association.?

7 KtC database and results are published every year on their website, to be requested at:
https:/ /mailchi.mp /knowthechain.org/ktc-access-data We made a specific request for
access to the data from 2020-2021, which KnowTheChain granted us.

8 The most recent benchmark methodologies can be found at: https:/ /knowthechain.org/
benchmark-methodology/ (last accessed October 17, 2023).
9 Those two multi-stakeholder associations are working to improve labor practices and

protect workers’ rights, by collaborating with companies to develop, implement and
monitor companies’ businesses responsible sourcing practices.
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Each company evaluated by KnowtheChain is given an overall average
score from 0 to 100, as well as a score from 0 to 100 attributed to each of the
above-mentioned seven categories. KnowtheChain benchmark methodolo-
gies are updated and improved every year, to fine-tune the evaluation to the
latest expectations and best practices examples on companies’ policies and
practices to prevent labor rights in global supply chains. For this study, we
used KnowtheChain scoring and benchmark methodology from 2020-2021,
considering that the SCCs in our own dataset stem from this period. More-
over, it is important to note that KnowtheChain goes beyond scoring com-
panies simply based on the existence of CSR programs, but also assesses the
quality and implementation. For instance, on the companies’ risk assess-
ment on supply chains, KnowtheChain distinguishes between companies
carrying out risk assessment (64% in 2021) and companies including work-
ers in risk assessments (only 9%). The results of KnowtheChain analysis
for 2020-2021 are detailed in the report “Closing the gap, evidence for effective
human rights due diligence from five years measuring company efforts to address
forced labour”10. The data show slow progress in companies” human rights
due diligence efforts to tackle labor rights and may be indicative of a lack of
preparedness for upcoming legislation. An interview with KnowtheChain
in March 2023 allowed us to fully understand their benchmark methodol-
ogy and confirm the relevance of this research with the organization.

5.3.1.3 Comparing KnowtheChain results with our Database

KnowtheChain scoring provides details and information about companies’
implementation programs that complements the findings of Study 1. While
our own dataset provides for textual content analysis of codes, Knowthe-
Chain explores actual corporate actions to prevent and mitigate labor risks
in global supply chains. It is relevant to compare and analyze these two
sources of data, to assess whether SCC content correlates with corporate
actions. We formulate the following three hypotheses:

Hypothesis 1: KnowtheChain scores will be higher for companies which
have adopted a SCC compared to companies who have not adopted a SCC.

While SCC presence has not been identified as a clear predictor of bet-
ter behavior on corporate global supply chain labor performance in the
literature, 11 we expect that setting standards for labor conditions is a first
step towards implementation programs and acknowledgement of respon-
sibility for labor conditions in the global supply chain. In turn, we would
expect these companies to score better in terms of efforts deployed to tackle
forced labor, as assessed by KnowtheChain.

10 This report is available at: https:/ /knowthechain.org/wp-content /uploads /2022-KTC-
mHREDD-brief.pdf, last accessed October 18, 2023.
11 See the literature review, Chapter “ of this dissertation
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Hypothesis 2: The quality of implementation provisions in SCCs is posi-
tively associated with KnowtheChain scores.

We expect that the quality of SCC implementation provisions, as evaluated
by our experts in Study 1, is associated with the quality of actual imple-
mentation programs in place, as evaluated by KnowtheChain, because the
expert assessment focused on the level of responsibility that companies
commit to.

Hypothesis 3: KnowtheChain scores will be higher for those companies
who commit to establish management systems than for companies who do
not.

We expect that implementation provisions will reflect implementation
actions, as we accept the hypothesis that companies ‘walk the talk’. There-
fore, we foresee that companies committing to set management systems
to implement their codes will score higher in their efforts to tackle forced
labor, as assessed by KnowtheChain.

5.3.2  Results of Study 2

To test Hypothesis 1, we compared companies with (n = 77) and without (n
= 17) a supplier code of conduct. An independent samples t-test revealed
that the average KnowtheChain score between these two groups was not
significantly different (p = .349): companies without a code reach an aver-
age global score of 32/100, while companies with a code reach an average
of 34/100. Thus, although the difference is in the expected direction, there
is no statistical evidence that the presence of a code indicates a better
approach to preventing labor risks in global supply chains following the
KnowtheChain methodology. The first hypothesis is not supported. We also
did not find significant correlation with any of the subcategories rated by
KnowtheChain.

The second hypothesis proposes that the quality of implementation
provisions in SCCs is positively associated with KnowtheChain scores.
We assessed the correlation values of our expert assessment with both the
overall KnowtheChain score and the KnowtheChain scores per category,
as can be seen in Table 7. None of the coefficients are significant, although
positive. Given the small sample size and hence low statistical power, we
find it important to highlight some of the positive correlation coefficients.
For instance, the ‘management and accountability” indicator evaluated by
KnowtheChain is the category that is most strongly associated with the
overall quality of the SCC. Therefore, the more companies commit to shar-
ing responsibility to implement codes as per their written implementation
provisions (evaluated by us), the better their ‘management and accountabil-
ity” indicators (evaluated by KnowtheChain). When looking at Knowthe-
Chain benchmarks, a good management and accountability score means
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that companies have established clear responsibilities and accountability for
the implementation of their supply chain policy.12 This result thus suggests
that our assessment of implementation provisions — assessing the level to
which companies accept a level of responsibility in codes” content — matches
a clearer responsibility and accountability in action in global supply chains.
When accepting responsibility in-text, companies appear to act upon this
responsibility in action, translating in better management systems, and a
better division of responsibilities.

The sub-category ‘Remedy’ evaluated by KnowtheChain is also posi-
tively associated with our quality assessment variable. KnowtheChain rates
companies higher on remedy when the company has a process to provide
remedy to workers in its supply chains in case of forced labor and human
trafficking. Seeing a positive correlation with our quality assessment of
codes confirms that companies taking a higher level of responsibility in
their written statements matches a collaboration with workers, by giving
them an avenue of discussion with the company itself.

Table 7: Correlation matrix between expert assessment and KnowtheChain scores

Mean SD Expert
assessment

Expert assessment 1.86 1.55 1

KTC global score KtC 33.77 19.86 109
KTC management and accountability KtC 49.94 31.97 195
KTC Training 39.41 24.52 047
KTC Stakeholder engagement 36.83 32.46 134
KTC Traceability 34.94 28.82 .075
KTC Risk assessment 42.74 36.59 173
KTC Purchasing practices 25.13 19.97 136
KTC Worker Engagement 21.37 25.84 099
KTC Freedom of association 9.812 20.92 .037
KTC Grievance mechanisms 26.88 24.75 121
KTC Monitoring 35.43 27.79 042
KTC Corrective action plans 54.57 35.20 154
KTC Remedy 32.87 23.12 176

Note. Means (M) and standard deviations (SD) are descriptive statistics for each of the variables. The Pearson
correlation coefficients show the relationship between the expert assessment rating (from 0 to 5, see Study 1)
and the KnowtheChain scoring for each of the categories and overall. N = 93. KTC = KnowtheChain score.

Hypothesis 3 contends that reference to management systems in a SCC is
positively correlated with KnowtheChain scores. We observe a positive
correlation between the general KnowtheChain scores and the number of

12 This definition stems from KnowtheChain benchmarks 2020.
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management systems, yet without statistical significance. Figure 4 visually
depicts the difference of KnowtheChain scores when there is and there is no
reference to each management system. The detail of all correlations, broken
down per category of KnowtheChain scores, can be found in Table 8. The
full correlation matrix can be found in Annex 2.

Table 8: Correlation matrix of the frequency of management systems and KnowtheChain scores

Implementation | Frequency of | Frequency | Frequency |Frequencyof | Frequency of
keywords: ‘Transparency’ | of ‘Risk of ‘Training’ | ‘Corrective ‘Reporting
Number of catego- | keywords assessment’ | keywords | action process’ | procedures’
ries referred to keywords keywords keywords
KTC Global score 119 .098 0.022 214 -.052 .245*
KIC Managementand | 4 -029 039 108 060 203
accountability
KTC Training .033 -.010 -.002 .012 -.047 184
KIC Stakeholder 155 101 150 166 063 117
engagement
KTC Traceability 189 241* -.082 .306%* -.013 237%
KTC Risk assessment .107 -.058 .023 .206 -.040 209
KTC Purchasing practices | .111 .090 -.033 .054 -111 -.018
KTC Worker Engagement | .081 .068 .003 .165 -.049 187
KIC Freedom of -087 -100 079 |-002 | -175 057
association
KIC Grievance 092 -010 158 265 | .063 174
mechanisms
KTC Monitoring .043 .097 -.042 164 -.147 223
KIC Corectiveaction 1 39 085 103 144 025 200
plans
KTC Remedy 137 101 .075 134 .055 170

Note. The Pearson correlation values observe the relationship between the frequency of keywords appearing
in SCC (see Study 1) and the KTC scoring for each of the categories. (N=93). In this table, KnowtheChain is
abbreviated with “KtC”.

*p<.05.

**p<.0L
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Figure 3. KnowtheChain global scoring when there is and when there is no reference to
management systems.
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In relation to Hypothesis 3, it stands out that the presence of reporting
procedure keywords is significantly and positively related to Knowthe-
Chain scores: The more companies commit to setting whistleblowing and
grievance mechanisms in their SCC, the better implementation efforts are
identified by KnowtheChain. Allowing supply chain workers to report on
labor standards issues is thus a factor of better corporate practices in their
supply chain governance. Figure 4 gives a visual representation of the dif-
ferences in KnowtheChain scoring between companies including reporting
mechanisms in their implementation provisions and those who do not. We
notice the presence of reporting keywords almost always indicate higher
KnowtheChain means, in some cases more significantly so.
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Figqure 4. Mean of KnowtheChain scoring in the presence or absence of keywords on
Reporting
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Note. Mean of KnowtheChain’s scores on each of these categories, depending on whether or not they
include reporting keywords in their SCC.

The frequency of keywords relating to training, meaning training of sup-
plier regarding their minimum labor standards, is also positively associ-
ated with KnowtheChain ratings. This correlation is especially significant
regarding KnowtheChain’s evaluation of supply chain traceability, i.e. the
extent to which the company demonstrates an understanding of their sup-
ply chain risks and composition. Training suppliers also leads companies to
be more aware of their supply chain issues. A visual representation of the
mean of KnowtheChain results is given in Figure 6.
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Figure 5. Mean of KnowtheChain scoring in the presence or absence of keywords on
Training
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Note. Mean of Know the Chain’s scores on each of these categories, depending on whether or not they
include training keywords in their SCC.

In the case of the frequency of corrective action process keywords, we how-
ever notice a negative correlation with most of the KnowtheChain scores.
For this method, corrective action process keywords included the termina-
tion of contract of suppliers in case of non-compliance. This means that
when companies threaten their suppliers to end the relationship, Knowthe-
Chain observes worse-off implementation efforts and practices on CSR in
global supply chains. A similar negative correlation is identified regarding
the frequency of risk assessments keywords: where companies often refer
to supply chain audits and factory visits, KnowtheChain results are more
likely to be inferior. Figure 6 gives a visual representation of the difference
of KnowtheChain mean between companies including Corrective Action
Plan keywords in their SCC, and those who do not. As opposed to the pre-
vious similar figures, the two lines are much more equal, and absence of the
corrective action plan keywords sometimes exceeds its presence.
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Figqure 6. Mean of KnowtheChain scoring in the presence or absence of keywords on
Corrective Action Plan
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Note. Mean of Know the Chain’s scores on each of these categories, depending on whether or not they
include corrective action plans keywords in their SCC.

Therefore, our third hypothesis is partially supported. There is evidence
that, when companies refer to management systems to implement their
SCC, KnowtheChain scores are higher, but this relationship is not statisti-
cally significant. A significant correlation between KnowtheChain scoring
and specific management systems referred in codes is identified: higher fre-
quency of reporting procedure keywords and training keywords in SCC is
correlated with better KnowtheChain scores. In contrast, higher frequency
of risk assessment and corrective action plan keywords are negatively cor-
related with KnowtheChain scores, yet this relationship in not statistically
significant.
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5.4 DiscussioNn

We began this paper by reflecting on the growing expectations towards
companies to accept a responsibility to prevent and mitigate labor risks in
their global supply chain, and how this led to the development of voluntary
governance notably with the adoption of SCCs. The two studies conducted
here contribute to our understanding of the level in which companies com-
mit to their policy implementation.

54.1 Implementation provisions in SCC: How companies ‘talk’

While our results show that SCCs are widely adopted, they also indicate
that companies include implementation provisions in their supplier
codes only to a limited extent. 34.6% of codes in our sample either have
no implementation provisions or have provisions that do not refer to any
of the implementation mechanisms recommended by international texts.
Only 5.7% of codes have implementation provisions that discuss all core
mechanisms recommended by international standards — namely reference
to transparency, risk assessment and monitoring, training programs, correc-
tive action processes, and reporting procedures or grievance mechanisms.

Among management systems referred to in codes” implementation
provisions, companies most often include risk assessment and monitoring
practices such as audits and factory visits, as well as corrective action plans
in case of non-compliance with codes’ standards. Nearly half of the codes in
our dataset include these systems. As underlined by Mamic (2005), MNEs’
auditing and monitoring programs generally involve the development of
corrective action plans with supplier factories, which explains why monitor-
ing and risk assessment often go hand in hand. However, most often codes
only refer to these two implementation mechanisms — nearly 70% of codes
include not more than two categories of management systems. Reference
to the training of suppliers to implement labor standards, and reference to
reporting procedures (e.g. whistleblowing or grievance mechanisms) are
less often included in codes.

These results build on the previous chapter, that showed that nearly
90% of SCCs referred to most core ILO standards (namely prohibition of
child labor, forced labor, discrimination, occupational health and safety,
and to a lesser extent trade union rights). Companies are eager to set labor
standards, but less so to take responsibility to implement them. This result
confirms the notion of policy-practice decoupling (Bromley & Powell, 2023)
and suggests the existence of window dressing: while companies make
promises, their actions may not reflect these commitments.
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542  Ashared responsibility and collaborative approach with suppliers:
Necessary to ‘walk the talk’

Young’s model of shared responsibility calls for a collaborative approach to
address supply chain issues. The premise is that actors are all connected to
structural injustice and should collectively struggle against it (Young, 2004).
Our studies unfortunately show that it is not the approach adopted by most
companies when they draft supplier codes of conduct. By analyzing the
language adopted in codes of conduct, we observe that SCCs most often
articulate expectations for suppliers, but rarely phrase implementation pro-
visions as a responsibility pending (also) on themselves. Only 17% of SCCs
appear to bind the multinationals to actions of implementation, reflecting a
shared responsibility.13

Moreover, we observe that SCCs more often include references to man-
agement systems favoring the ‘compliance” approach and are less incline
to adopt the peer-to-peer governance (Jiang, 2009) favoring stakeholder
involvement and workers’ voices. For instance, audits and supplier moni-
toring are the most common management system referred to, while they are
criticized in the literature for reproducing dynamics of dominance and hier-
archy between the buyer and the supplier. Corrective action plans, where
buyers have the leverage to “drop” the supplier in case of noncompliance,
provoke a similar effect — and yet are the second most common instrument
mentioned in SCC. This develops a top-down governance by multinationals
(Lindholm et al., 2016). In fact, our results show that referring to suppliers’
surveillance via audits, or the termination of contract, seem to deteriorate
implementation programs in practice, as rated by KnowtheChain. In con-
trast, grievance mechanisms are less referred to in codes — while they have
proven effective in ensuring a discussion at different organizational levels,
if workers are protected when speaking out (Singh, 2011). When SCC refer
to grievance mechanisms, such as whistleblowing procedures and hotlines,
KnowtheChain scores are also higher, proving better efforts and programs
developed in practice.

No evidence could be found that SCC adoption ensures good corporate
social behavior in global supply chains, whether the code includes labor
standards and implementation mechanisms or not. This result corroborates
previous empirical findings (Paiment, 2016; Distelhorst et al., 2015; Barrien-
tos & Smith, 2007), this time using KnowtheChain data. Companies with a
code do not score significantly better on preventing and mitigating forced
labor risks in their supply chains, compared to companies without a code.

Therefore, while our findings should be interpreted carefully in light of
our methods’ limitation, they contribute to a small but growing empirical
literature and confirm the necessity for companies to adopt the collaborative
approach with their suppliers. To prevent policy decoupling and to ‘walk

13 The remaining 12% of codes do not have any implementation provisions.
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the talk’, it is not sufficient to adopt a code and commit to implementing it.
Code’s implementation should integrate workers’ voices, ensure supplier
engagement, and accept a share of responsibility in its non-compliance. A
top-down approach of suppliers” surveillance has not proven fruitful in
preventing forced labor down the supply chain.

5.4.3 Limitations and opportunities for future research

These studies are pioneering in the combination of the methods and data-
bases, and aim at answering a recurring question in CSR: Do companies
walk the talk, accept a level of responsibility, and act upon their words?
Since this debate requires data for better regulation of corporate responsibil-
ity in global supply chains, our empirical studies make a timely contribu-
tion to this field. However, our results should be interpreted in light of their
limitations, both in terms of the sample studied and the methods employed.

Firstly, SCCs are only one of the CSR policies developed by multination-
als. Other documents, such as purchasing contracts with suppliers, ethical
charters, press releases, and meeting notes, may reflect corporate efforts to
implement labor standards. The object of our study limits corporate “talk”
to their supplier codes provisions, which arguably are not the most reliable
source of information on corporate practice. In the future, a thorough study
of companies’ commitments in and outside of their SCCs would provide a
more comprehensive approach of investigating companies’ private gover-
nance on labor issues.

Secondly, the expert assessment, although cross-checked with different
experts to ensure reliability, is a subjective method for classifying codes
of conduct that we developed ourselves. Although allowing us to assess
a specific variable — e.g. corporate responsibility commitment — this limits
the reproducibility of this study. Future research could base their quality
assessment on existing benchmarks, or in collaboration with international
institutions likely to reproduce the study over time.

Thirdly, an important limitation of the results of Study 2 is related to the
small sample size. Not only did our correlational analyses suffer from low
statistical power, but we also do not know how representative the compa-
nies selected by KnowTheChain for that year were for our bigger dataset (of
1241 companies). Moreover, the bivariate character of the analysis does not
warrant causal claims and does not exclude the possibility that other fac-
tors have a confounding effect. That being said, given that KnowtheChain
benchmarks contain a wide array of information and variables, we encour-
age future research in this field to draw on these data to gain understanding
of companies’ efforts to tackle forced labor in global supply chains.

Finally, it is important to note that SCC content analysis may not reflect
the reality of implementation programs in place, but only give an indication
on how companies communicate with their external stakeholders on their
implementation provisions. To fill this gap, an interesting next step to this
study would be to conduct qualitative research on what business practices
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are effectively in place on the basis of companies’ codes. Here, it is relevant
to interview supply chain human rights advisor of multinationals, to gain
in-depth understanding on the translation from policy to practice and its
challenges.

544  Practical implications

Our results offer insights to policy makers regulating corporations in their
global supply chain approach, as well as to corporations. They suggest that,
while companies set labor standards, their implementation is sub-optimal
and companies unlikely ‘walk the talk” with implementation programs
effectively improving workers’ conditions. This supports the claims advo-
cating for the development of a legal framework binding companies to act
upon their SCC, and invest in the implementation of their labor standards
down the supply chain. The mandatory human rights due diligence laws
are a hopeful step towards a better share of responsibility among the supply
chain actors to protect workers’ rights. Based on our results, to make a dif-
ference, policy makers should guide multinationals towards a collaborative
approach with their suppliers, notably by promoting management systems
ensuring stakeholder engagement and drifting away from a top-down
approach of corporate self-regulation. On their end, to apply actions to their
commitments, companies should accept a level of responsibility, including
in the content of their policies. To effectively ‘walk the talk’, companies
should not only surveille and monitor their suppliers, but more importantly
invest costs, discussions, and training with their suppliers. We recommend
that, instead of supplier audits, companies favor whistleblowing hotlines
and trainings and that, instead of relying on the threat of corrective action
plans ultimately terminating supplier contracts, they engage with their sup-
pliers and participate in the costs of implementation.

It remains to be seen whether the due diligence legislations developing,
such as the European corporate sustainability due diligence Directive, will
promote the shared responsibility and collaborative approach, to address
the pitfalls of the current corporate practices and bridge the gaps between
the standards setting and the actions.





