© SYMPHONYA Emerging Issues in Management, n. )220
www.unimib.it/symphonya

CorporateValuesin
Global Supply Chains

Cosetta Pepe

1. Cor porate Economics and Global Supply Chains

Europe, its culture and the positive forces thamate it, are immediately and
naturally exposed to other realities and otheruceft, and they reveal a sense of a
broad and highly diverse universe, but one thalsis interdependent and citizen of a
single place, which tackles the contradictions betw‘society, environment and
economics’, trying to make compatible the goals@inomic entities and those of
society that the ample gamut of market economynloas extended to the whole
of humanity.

The problem is tackled primarily by considering gamies and their relations
with consumers, other companies and the relevantiraaments-markets.
Attention is focused on the fact that they belom@tchain, in other words to a
collection of entities that together are respomsitor complete manufacturing,
distribution and consumption cycles, with principales — for manufacturers,
distributors and consumers — and secondary raesogistics companies, banks,
insurance companies and all the other compani¢stiséain global development
processes.

Today these chains are part of a gradual globalisatwith growing
interdependence between the various manufacturingangsations and a
convergence of different elements that creates ldpweent, with stimuli and
opportunities for companies, but also contradiciand negative effects such as
environmental degradation and serious social inme&lawhich introduce issues
such as that of just distribution, working conditso individual freedom and, more
generally, values to believe in. This prompts thearsh for principles and rules
that can shed new light on economic thought thastnalso become political
thought: i.e. winning back the comprehensive idgnti of political economics —
that it originally expressed.

" Full Professor of Management, University of Ronw-Vergata

Edited by: ISTEI - Universita degli Studi di MilandBicocca



© SYMPHONYA Emerging Issues in Management, n. )220
www.unimib.it/symphonya

2. The Debate about Cor porate Social and Economic Values

The importance of ‘good conduct’ in economic andhoeercial activities, and
the need for economic entities to operate in aecdntf widespread consensus
were already the subject of analysis by early eoosis, although it later
attenuated in consideration of the natural balamfethe market which could
justify a profit-based logic in individual operasor

But a logic that is founded on means (money) aricends, can transform trade
into a conflictual, occasionally even destabilisinglationship: “the mediation of
the group, of society and of politics proves neasss. Economic exchange must
be re-introduced to the sphere of the common gsaoal @ntral element of social
relationships’ (Latouche, 2005).

The problem of finding a balance between the ecanoreocial, and
environmental values of human development is notheheart of the debate that
involves men of culture, men of faith, economistal goliticians, who are
working together to tackle the problems of glokalmn. At the centre is a
reflection of the responsibilities of politics aedonomics that is related to the
imbalance of the world’s social and economic ordauiting in danger the
ultimate goal for a civil society which is to guatee an acceptable human
condition that may be ‘shared’, starting from themenon membership of a
network of international relationship that is cahto our age.

We do not meditate on ideal models but to guaradigaity in life. The
problem of justice becomes first and foremost @jam of limits (setting a limit
to the degradation of the environment, unfair wogkiconditions, and the
economic divergence between people and countries).

The change necessary is above all cultural. Ifthen traditional culture of
manufacturing and consumption, attention was canatsd on the collocation
efficiency/effectiveness and the quality/convenigxtio, what is now emerging in
the new culture of businesses and consumers ystefa of values’.

In fact, in the corporate culture, with the evadatiof marketing, the act of
purchasing is no longer the simple exchange of mémegoods, but is becoming
the expression of complex human behaviour, anduat $ull of sensations,
sentiments, emotions, actions and thoughts cornebpg to a sum oéthical and
aesthetic values which has been enriched and customised in advaneekets.

In this sense, companies’ supply must contain ath®sis’ of consumers’
expectations, if possible solving any conflictsidiestheir conscience: some opt
for clear choices and extreme consistency withnioeal values professed, but
most people — very humanly — aspire to overalls&attion that is ethical and
aesthetic, which demands compromise and may camnedrsum of elements that
have been made compatible and well balanced.

3. The Demand for Ethical and Aesthetical Values and the Response from
Companies

By studying the consumer’s behaviour, companie® hawderstood that trade
can become a means of expresses choices that amenlyoaddressed to the
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purchase of products, but also strive to sharevéhees that these convey. The
complexity of the system in which they live, ana theed for gratification, the

aspirations, fears and uncertainties this demarelseflected in the behaviour of
consumers in advanced countries.

Faced with the need to grasp the changes in comsufmehaviour and to
identify the most suitable way to respond, compappose two attitudes that
are already well-known in literature: active beloaviand reactive behaviour. In
fact, change may come either from a better peroemf the complexity of the
relationship between company and environment acapacity to tackle it better;
or from a reaction that derives from the need toneoto terms with the
deterioration of this relationship. In more acto@mpanies, it is up to marketing
to sense the new tendencies, which are expresdag to terms of ‘experience’.
The last frontier of marketing tries to sell expeges — as well as products —
inviting sensations and emotions that involve thelividual’'s corporeal
perception, sentiments, actions and thoughts, imgngnto play aesthetic and
ethical values at the moment of consumption ana¢hage and in all reactions
that are created directly or indirectly (with maamtiirers, distributors, other
customers, other human beings). The behaviourefttdnsumer, and of human
beings generally, is dominated by widespread iddiziism, but some people
assert that a sense of responsibility towards dinesd others can develop from
this very individualism (Bauman, 2006).

This establishes a mentality of rights: the indidthas rights as a result of his
very existence. As a consequence, the power ofésses to influence the
behaviour of their interlocutors (consumers, cornbpes, institutions) is often
perceived as an abuse of power; a softer touchesefore needed, and more
incisive involvement based on more articulated sliim

Faced with the weakness of social structures, dingpéexity and fragmentation
of reality, a reaction develops which can capieéahew knowledge, starting from
diversity, and can be invested in new solidaritd ancapacity to understand. A
mobilisation develops that is expressed not onltha purchasing behaviour of
the individual — who boycotts products of compargessidered incorrect — but
also through consumer associations that solicitptblgical powers to issue new
laws and to activate procedures to monitor foodlityiathe fight against
pollution, the security of products and of the wadce. In this sense the
‘consumerism’ movement represents a cultural tumad. The age-old conflict
inside the factory has been joined by conflict sw consumers and large
brands. Safety, health and social fairness beconporiant demands, and for
companies that decentralise production at an iatemmal level, towards areas
characterised by less protection for workers, tloistradiction may also become
more incisive than that between capital and woep@ 2007).

The stimulus to act to re-establish fair distribatand sustainable development,
at least in part, therefore stems from greater wmes accountability, rather than
enlightened planners or from companies. Responsiblesumers are still a
minority, but we must not underestimate their cégat have a significant
influence on the behaviour of other consumersnstitutions or of competitors.

On the other hand, companies reveal an approathstha@ore in keeping with
their nature. They conceive the adoption of newueslas part of a model of
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greater effectiveness and competitiveness on thr&emaand used as an tool to
improve results in terms of profits and positioning

4. Contextualisation of Values

Today, in this debate, the adoption of ethical ealappears most topical —
aspiring to a fairer human condition, sustainabdeetopment, containment of
risks and uncertainty — but this attitude cannottifyothe attitude of aesthetic
values, which remain a fundamental aspect of oliureu Ethical values and
aesthetic values are linked, above all in advanoadkets where consumers’
needs are expressed and customised better. Thenedeto marketing as a means
of highlighting experience reflects the fact thatnpanies are now focusing on
these needs, which must however be contextualised.

Ethical and aesthetic values are closely linkethéoenvironment in which they
are expressed and experienced. Aesthetics is defisthe subjective sentiment
of the harmonious immersion in the environment, while ethics isthe subjective
sentiment of respect and harmonious interaction with the environment. Ethics
enables us to conserve and protect our aesthgterience, in other words our
harmonious coexistence with the Other (made of amhnature). In this sense,
the ethics crisis is also the crisis of our co-atiohary relationship with the
Other: it is a crisis in the system of relationshjpongo, 2004).

Since the subjectivity of sensations and principEsnfers a sense of
arbitrariness on the aesthetic and ethical codesyrder to achieve aommon
definition we should negotiate between the many points ofv.vieaced with
elements of subjective discretionality, there ise®d for mediation that makes
individual planning incomplete and obliges the undiial to turn to other subjects
and to cooperate with them.

It is a known fact that the possibility of achieyia balance in relationships
reflects two opposing trends: the first is the eisar of the greater power, the
other regards cooperation that exploits resourced e@omplementarity for
common goals, seeking suitable mediation for tkeatidant aspects.

Equilibrium based on asymmetries — of power, infation and economic
resources — currently prevails, but it is cleat tha complexity of processes that
involve economic entities makes this type of batamucreasingly precarious,
resulting in shared resources, knowledge and ria&sthe fact that companies
adopt a variety of forms of national and internagilocooperation underlines.

5. Shared Responsibilities and Global Chains. Resear ch Hypothesis

The need to cooperate in order to guarantee astensisupply that is instilled
with value, to lower the level of risk and to inase the availability and variety of
resources, obliges companies to identify commorisgda rebalance relations
between partners, and to create the conditionsnpmave the results of shared
activities. The hypothesis for our research is p@sibilities for change can be
found in this verynterdependence. So our attention is focused on relations within
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the chain, in particular international relationscéese they constitute the
framework, the skeleton, and the bearing structdirglobalisation. In them lies
the key to many problems linked to the environmlesutal social sustainability of
development, but also the possibility of identifyisome problems linked to this
change.

By focusing attention on the international chaind an the nature of relations
between the entities that are part of them, weagsdtter picture of the roles and
responsibilities of the individual, and we grase #ense of how they operate as a
system (SA8000 codes of practice also list the irements of behaviour that is
valid not only for individual operators but for tkeatire circuit they belong to).

Starting from the consumer’s new sensitivity, anthg back through the chain,
the goal is to involve all stages of the economycle; so as to conceive a
common responsibility in relation to the achievetmeh economic and non-
economic objectives. To this end, we need stronigtiomal structures,
investments in communications, innovation, prodoettification systems and
tracking systems along the chain. The cooperatspee in particular must be
transformed into continuous relations and commartrotling actions in order to
achieve the overall consistency that is presentedhé end consumer as a
guarantee of a system of values and also as ahaddielement of value.

6. Convergencein the Chains of North-South Trade

In many European countries there is a rapidly gngwphenomenon that sees
alternative fair trade chains and traditional chairoften dominated by
multinationals and large retails groups convergd amtually cross-pollenate.
This phenomenon is developing along several alteeaines, creating a
multiplicity of circuits of international North-Sdlu trade.

Alongside the traditional chains and the fair trath@ins a number diybrid
chains are developing, which envisage the sale of faddrproducts in traditional
retail stores. At the same time, a growing numbertraditional operators
(industrial and commercial) are managing chains pnoducts certified by fair
trade organisms. Then there areitingation chains, whose operators declare that
they respect certain values (ethics, fairness,ectspf the environment, etc.) but
without requiring certification, for the productsfor the chain, but relying solely
on the force of their brands and the trust theyehaon from the clientele.

The spread of these various operating methods stimwgto varying degrees
of reliability) it is possible to combine values e€onomic sustainability with
those of environmental and social sustainabilitgnsferring the practices of the
alternative trading and ethical finance circuitdhivi processes controlled by
operators who are naturally oriented to profit,redding a broader market.

The type of chain described above takes shapeem #s a source of possible
change: i.e. one that on the basis of cooperatiadennecessary by market
reasons, achieves better exploitation of the ressutogether with greater ethical
responsibility and fair distribution.

We can briefly examine the innovations and problémsd in the chains that
we have analysed.
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There can be no doubt that these circuits, mone thiaers, must work with a
system logic. When different operators work together, some @it must
necessarily be shared, over and above individuaivaimns and objectives
which remain different (linked for some to a so@atl environmental conscience,
and for others motivated above all by the searchafcompetitive advantage).
The relationships are governed by agreed pringiplest also by new
experimental forms, particularly policies for sal@sd communications in the
premises of mass distribution, although, as weseanin Italy, the presentation of
fair trade products or those of non-economic vadustill insufficiently incisive
and unable to successfully convey the identityhese products.

The importance of the quality of relations betwemperators, in terms of
continuous collaboration, transparency and mutwetk thighlights an aspect, that
of control, which remains critical in our eyes, bat hybrid chains — where fair
trade products are sold through large retail ciscei and in chains that sell
certified fair trade products; chains that carry self-certification are free from
any form of external control.

Another critical aspect could be the quantitiesdpiced and distributed in
response to demand and the size of contracts ke lananufacturers or
distributors. This obliges small manufacturershia Southern hemisphere to grow
in size through forms of cooperation. The phenomeisowidespread, but the
time necessary for this aggregation is not alwags &nd there are always risks
for the weaker producers, who still need to bequiatd by slow, constant growth
rates. What is more, excessively broad supply né&svoan make it even more
difficult to control them.

From the viewpoint of overall strategy and its imipan the market, we can
confirm that the values linked to social resporgjbirepresent an innovative
component of the product that has a strong potdotia@evelopment, both for the
guantities requested by the market and for theetyanf products offered (which
all operators, traditional and non-traditional, #agy wish to enlarge).

The strategic and economic validity of these chéidepperu, Todisco, 2007)
therefore shows how unjustified criticism of fanade products is. They are
accused of sustaining inefficiency producers, wieiacapable of competing on
the market with their own strengths and guilty ghjeavating the problems of
over-production. The impossibility of competing the market is often due to an
inability to relate rather than to the inadequatyhe product; on the other hand,
the presence of numerous small and medium producergernational chains
would not be possible without a larger, better infed purchaser to spread the
products (Pepe, 2007).

However, the market remains supreme and while r@tog by consumers of
the distinctive element, i.e. the human validity tife process, remains
fundamental, reducing the sense of impotence iriabe of the evils of the world
and a perception of the risks that may derive fribwem — recreating for the
consumer an experience that is both gratifyingraagdsuring — it is still important
to focus attention on product quality and, occaalignto adapt them to the needs
of consumers in developed countries, supplemenyesutiable information and
communications. The striving for corporate policteat are able to express a
correct combination of ethical and aesthetic valyes the sense of a
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contextualisation of values, as explained earlgegnother of the experiences on
which fair trade operators converge today, as aeltraditional operators who
represent the more innovative part of the phenomemnaoer examination.
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