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[Case Study KitKat Refuses to Source Cocoa From Companies
That Use Forced Labor

Forced labor is a serious problem around the world, but many companies have begun to stand up

for human rights by boycotting all forced labor goods. KitKat recently announced its
participation in ethical procurement. Take a look at how this chocolate brand is getting involved.

Situation: Forced Labor in the Chocolate Supply Chain

Image via Flickr by slgckgc

Most of the cocoa used in Europe and around the world comes from Western Africa. Major
chocolate brands such as Hershey's, Mars, and Nestlé all source cocoa from the area. However,
there are longstanding allegations that the cocoa industry in Western Africa relies on human
trafficking and child labor. Studies have found poor working conditions in the Ivory Coast and
Ghana. Some workers earn less than $2 per day, and both child labor and forced labor keep
prices competitive.

The United States government has been implementing tougher legislation to improve
transparency in supply chains, particularly as it relates to child labor and human trafficking.

www.procurementbulletin.com 1



http://www.procurementbulletin.com/
https://www.flickr.com/photos/slgc/6298173103/sizes/m/
http://www.foodispower.org/slavery-chocolate/
http://www.foodispower.org/slavery-chocolate/

ETHANHathaway

PROCUREMENT BULLETIN

October 2016 Issue
Large companies will soon be required to provide more detailed information about their supply
chains and sources so that consumers can make better choices. The United Kingdom's Modern
Slavery Act has a similar goal. As a result, KitKat is implementing changes to eliminate forced
labor from its supply chain.

Approach: KitKat Pledges to Only Use Sustainably Sourced Cocoa

Image via Flickr by lolay

The KitKat brand has existed for over 80 years. It was originally owned by Rowntree, but Nestlé
bought the brand in 1988. KitKat recently announced that it aims to be the first chocolate brand
to use only sustainably sourced cocoa. As a whole, Nestlé plans to use 150,000 tons of
sustainably sourced cocoa by 2017. All of its cocoa will be accredited by independent third
parties.

As Head of Confectionary for Nestlé, Sandra Martinez, says, "We are delighted to be a flag
bearer for the industry, as the first global chocolate brand to announce such a move." She went
on to say, "Sustainable cocoa sourcing helps safeguard the livelihoods of farming communities
and delivers higher quality cocoa beans. This announcement will only strengthen consumer trust
in KitKat as a responsible brand."

Nestlé has been working with the Fair Labor Organization to look for human rights violations,
such as child labor, in its supply chain. The brand already does a good job at sustainably
sourcing cocoa, but some areas still need improvement. KitKat plans to eliminate forced labor
entirely from its supply chain.
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Impact and Advantage
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In an ideal world, human trafficking wouldn't be a problem. However, it still persists in many
parts of the modern world, including the cocoa industry. One of the most effective ways to fix
this problem is for government agencies to continue to pressure companies to source all products
sustainably. If chocolate companies will not buy cocoa made with forced labor, cocoa bean farms
will have to adapt.

KitKat is one brand taking the lead in the fight against forced labor. As major companies make
changes to their supply chains, it will be easier for smaller companies to follow suit and affect
widespread change in the cocoa industry.
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In June 2016, Great Britain voted to exit the European Union (EU). The referendum, known as
Brexit, passed with a vote of 52 percent in favor. Britain's economy took an immediate hit, as the
value of the pound decreased and businesses scrambled to figure out how the vote would affect
financial transactions. This could mean significant changes to Britain's trade policies and
American supply chains.

What Does Brexit Really Mean for the EU?

Image via Flickr by LaertesCTB

Only a few months have passed since the Brexit vote happened, but many people don't
understand that Britain hasn't actually left the EU yet. What the Brexit vote did is require Britain
to give the EU a two-year formal notice that the country will be leaving. Britain hasn't actually
given its notice to the EU yet, and the nation hasn't provided a time frame for this event. You can
read more about the implications of Brexit in Article 50 of the Treaty on European Union. It's
unclear how smoothly the process will go, which is why supply chains in the United States and
around the world are worried.

How Brexit Affects American Companies and World Trade

Image via Flickr by Girard At Large
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Many American companies turn to Britain when looking to expand into foreign markets. This is
because Britain has long had one of the more stable international economies as well as easy
access to trade in other European countries. This has happened partially due to the EU's Customs
Union and Free Trade Agreements. Britain has also been a popular partner for American
companies because they share the same language.

When Britain's exit from the EU is final, American companies will be subject to new duties and
taxes when trading with other countries. It's likely that Britain will negotiate its own trade
agreement with the EU and other countries, but this will take time. The EU currently has free-
trade agreements with Norway, Switzerland, South Korea, and South Africa, but these trade
agreements will no longer be in effect for Britain once Brexit is complete. It's possible that
Britain will want to enter the World Trade Organization or make its own agreement with the EU.

Image via Flickr by Bundesverband deutscher Banken

Brexit Also Means Supply Chain Disruptions

Not only does Brexit change the way Britain will handle duties and taxes, but changes in policy
may also cause supply chains to experience disruption because of trade compliance issues. Brexit
may lead to a number of new laws in Britain, and businesses will need to change the way they
move goods from one place to another, such as shipments from ports to other countries in the
EU. This impacts supply chains in all industries, including financial services.

Britain may also experience inflation or economic slowdown. This is a particular problem for
American companies that source products from Britain, because the costs will increase, raising
the price of goods for people around the world.

Brexit will have a substantial effect on Britain's economy, but the United States will feel the
changes too. It could take several years for companies to get used to the changes and for Britain's
economy to stabilize again.
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[Case Study]How AmazonFresh Makes Fast Online Grocery
Delivery a Reality

For over two years, Amazon has operated its Prime Pantry service, through which it delivers
non-perishable grocery items to customers' homes. Now the company aims to implement a new
program that delivers all grocery items, even those that need refrigeration. Take a look at this
new program, called AmazonFresh, and learn how Amazon continues to give consumers exactly
what they want.

Situation: Consumers Want to Shop for Groceries Online
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Many people dislike grocery shopping due to the time and resources this frequent chore requires.
In fact, saving consumers the hassle of going to the store is the primary reason that online
grocery shopping has become popular. Amazon knows how important time is to its customers.

Many major grocery chains, including Walmart, offer online grocery shopping programs that
allow you to order your food on the internet and then go to the store to pick it up. The problem is
that very few grocery stores have a home delivery program that accommodates refrigerated
groceries. Until recently, Amazon only delivered non-perishable food products to consumers
because the company did not have a cold supply chain. Amazon wanted that aspect to change.
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Approach: Amazon Introduces AmazonFresh

Tfresh
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Consumers have been relying on Amazon to buy non-perishable grocery items through Prime
Pantry for over two years. To use the service, consumers simply choose their grocery items and
pay a standard shipping fee per box.

About a decade ago, Amazon began testing its AmazonFresh concept to determine the viability
of delivering refrigerated grocery products like milk and ice cream. Now the service is actually
popping up in select markets. Some of the cities participating in AmazonFresh include Los
Angeles, San Francisco, New York, Baltimore, and Philadelphia. Boston and London are the
company's next targets.

Grocery delivery comes at a cost to consumers because refrigerated delivery is expensive. It
requires specially fitted trucks and an intricate cold supply chain. To help keep delivery costs to
a minimum for customers, however, Amazon now offers enroliment in a Prime Fresh
membership, which costs $299 per year for unlimited grocery deliveries. So far, feedback hasn't
been all positive. Some customers view the cost as too high, especially considering that it's an
extra fee in addition to the required Amazon Prime membership, which cost $99 per year.
Amazon has begun testing different pricing structures in its California markets.
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Impact and Advantage

Several delivery services compete with AmazonFresh. After all, refrigerated grocery delivery
isn't a new idea. However, AmazonFresh has become the clear leader because its customer bas is
already so vast. As a result, other grocery store supply chains are undergoing serious challenges.

It won't be long before anyone in the United States will be able to order all groceries online and
have them delivered right to the door. Refrigerated delivery is something that many supply
chains have been developing. The cost of refrigerated trucks might be higher, but the investment
is worth the risk because consumers have embraced the idea of grocery delivery.
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Most companies around the world do not have supply chain practices in place to promote
sustainable sourcing. As customers push for sustainability, however, this issue is becoming a big
deal. Take a look why consumers are demanding more sustainability and the steps companies are
taking to improve.

Sustainable Sourcing Is Not a Common Practice for Companies

Image via Flickr by everyoneisgone

According to a World Wide Fund for Nature (WWF) study, only 14 percent of companies around
the world have pledges towards the sustainable sourcing of key commodities, such as palm oil,
sugarcane, soy, paper, and farmed fish. The study analyzes 256 high-grossing companies,
including Unilever, Kimberly-Clark, and Royal Ahold. Only 22 of those companies have
measurable, time-bound commitments to source commodities sustainably.

The study also identified a major transparency issue across the board. Less than half of these
companies provided sustainability information in their annual reports or created separate
sustainability reports. Sustainable sourcing from smaller companies may prove to be much
worse.

As Stephen Watson, Head of Corporate Engagement at WWF, states, "Sourcing credibly
certified commodities is an essential first step for companies to implement a sustainable sourcing
strategy, ensuring that they have been produced sustainably and also that social issues have been
addressed." WWEF is urging all companies in the Consumer Goods Forum to take action to
improve their sustainable sourcing and to publish the results for consumers.
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Consumers Want Companies to Have Sustainable Practices

Image via Flickr by Aproximando Ciéncia e Pessoas

One of the biggest reasons that companies want to implement more sustainable practices into
their supply chains and make changes to the way they source goods is that consumers are
demanding more transparency. According to the 2015 Cone Communications/Ebiquity Global
CSR Study, nine out of 10 consumers expect companies to operate responsibly and do more than
make a profit. Additionally, 84 percent of consumers say that they actively seek out products that
are sourced sustainably. The study took into account the responses of 10,000 people from the
United States, Canada, China, India, and others.

The main way that consumers interact with companies is by purchasing products. Companies
cannot overlook what consumers want in terms of sustainable sourcing because consumers may
switch brands or boycott a product because of this issue. Businesses that do promote their
sustainable sourcing practices are seeing an increase in sales as a result.
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Companies Must Improve Their Sustainability
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It isn't easy for companies to make changes to the way they source commodities. This process
often means taking an in-depth look at current supply chain practices and adding costs. After all,
sustainably sourced commaodities usually cost more than other commodities. Increasing costs
isn't generally a goal for most companies, but some see benefits to making the changes.

Corporate responsibility is something that all companies need to address. Looking for ways to
source commodities sustainably is an important step in the process. Major corporations need to
lead the way to improve the supply chain practice for other companies. As more and more
companies demand sustainability, sourcing will become easier and consumers will be more
satisfied.
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Related Procurement Events

Certified Procurement & Purchasing Specialists (CPPS)
24-27 October 2016-London,UK

13-16 November 2016-Dubai, UAE

28 Nov-1 December 2016-Singapore

12-15 December 2016-Hong Kong
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9 January-28 February 2017 - Online Distance Learning
20-23 February 2017 - Lagos, Nigeria

3 April-31 May 2017 - Online Distance Learning

25-28 April 2017 - Singapore

7-10 May 2017 - Dubai, UAE

3 July-31 August 2017 - Online Distance Learning
24-27 July 2017 - London

21-24 August 2017 - Kuala Lumpur, Malaysia

23-26 October 2017 - London, UK

4 September-31 October 2017 - Online Distance Learning
6-9 November 2017 - Lagos, Nigeria

19-22 November 2017 - Dubai, UAE

27-30 November 2017 - Singapore

4-7 December 2017 - Hong Kong

A A-8_2_9_95_95_95_42_2_°_-2_-2°5_-2-2

Download the full details: http://www.ethanhathaway.com/training/certified-procurement-purchasing-
professional-specialist-cpps/

Successful Project Management
1 6-10 November 2016-Dubai,UAE
91 5-9 December 2016-Singapore

15-17 May 2017- Kuala Lumpur
17-19 July 2017- Singapore

6-8 November 2017- Kuala Lumpur
19-21 November 2017- Dubai
11-13 December 2017- Singapore
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Download the full details:
http://www.ethanhathaway.com/training/successful-project-management/
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Related Procurement Events

Certified Corporate Compliance Specialists (CCCS)
1 6-9 November 2016-Dubai, UAE

1 6-9 November 2016-Hong Kong

1 12-15 December 2016-Hong Kong

9 January-28 February 2017 - Online Distance Learning
3 April-31 May 2017 - Online Distance Learning

23-26 April 2017 - Dubai, UAE

16-19 May 2017 - Kuala Lumpur, Malaysia

3 July-31 August 2017 - Online Distance Learning
17-20 July 2017 - London, UK

14-17 August 2017 - Lagos, Nigeria

21-24 August 2017 - Nairobi, Kenya

4 September-31 October 2017 - Online Distance Learning
17-20 October 2017 - London, UK

13-16 November 2017 - Singapore

19-22 November 2017 - Dubai, UAE

4-7 December 2017 - Hong Kong
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Download the full details: http://www.ethanhathaway.com/training/certified-corporate-compliance-
specialist-cccs/

Certified Enterprise Risk Management Specialist (CERMS)
9 14-15 November 2016-Kuala Lumpur, Malaysia
9 7-8 December 2016-Hong Kong

3 April-31 May 2017 - Online Distance Learning
19-20 April 2017 - Dubai, UAE

22-23 May 2017- Kuala Lumpur

3 July-31 August 2017 - Online Distance Learning
13-14 July 2017 - London, UK

10-11 August 2017 - Lagos, Nigeria

28-29 August 2017 - Nairobi, Kenya

4 September-31 October 2017 - Online Distance Learning
23-24 October 2017 - London, UK

9-10 November 2017 - Singapore

26-27 November 2017 - Dubai, UAE

30 November-1 December 2017 - Hong Kong
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Download the full details: http://www.ethanhathaway.com/training/enterprise-risk-management/
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