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Hello. We have come to the last lecture of our last module. This is where our course will

end, and today’s lecture I will finish with the Competitors and Suppliers and What Can

an Ethical Corporation Do. We are looking at the very last group of stakeholders namely,

the competitors and stakeholders and our issue still remains how the corporation can be

ethical in dealing with this important stakeholder groups.
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The  sequence  of  talk  will  be  like  this  that  for  suppliers  we are  going  to  suggest  a

different outlook and adoption of a new model and then for competitors will also touch

upon what can be done. And, but mainly with the suppliers will talk about the partnership

model  and  alternative  paradigms  such  as  ethical  sourcing,  ethical  supply  chain

management.
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So, first of all with the competitors what the corporation can do we have touched upon it

namely change the game. Fair play and fair competition is what we have suggested to be

the desirable  kind of a  operation.  So, see to it  that  a level  playing field is  there for

everybody, see to it that there is fair equality of opportunity as John Rawls has said. 

So, that everybody gets a fair chance to attain the desired position and for that there is no

need for an ethically harming or sabotaging or impairing the competitive ability of the

competitors. We have given one practical example of how business can do this and with

the example of fair trade. So, it since we have already discussed it I am not going to

repeat that.
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Now, the question that some people may ask at this point is that yeah that is easier said

than done that we should all be fair in our competition, but what if the one corporation is

trying to be fair, but the rest of the businesses are totally unfair then how do you bid

them?  If  you  do  not  play  their  game  how  are  you  going  to  survive?  To that  my

submission is that there are a number of alternatives even then. 

How to play this is same as in sports, how to play when there are unfair players and you

cannot change them? Then one of the recommendations would be that you change your

own game, you play differently. If they are unfair and if you are trying to bid them by

being more unfair, you are not going to win because they know this game better than you

and you are new to this game. Instead, the wiser strategy is to play differently and look

for a solution that decisively puts you ahead of the competitors.

You know what  we say is  that  if  you look into the big companies  of today and the

products that they have been selling will speak forth on their own because of the value,

because of their uniqueness, because of the quality that they bring in. The companies that

have been standing there and fighting it out for the last 40 years, 50 years, 60 years they

have not survived on unfair competition. They have come to win the market share with

sheer merit.  So, there is something about the hard work, there is something about the

excellent innovation and that really makes us realize this point that when the game is

getting dirty play differently, devise your own rules.



Second this is also widely seen when in among businesses is that if you want to play

fairly, then position your strength against the weaknesses of your competitors because

every company will have some weak points. Knowing those weak points is crucial so,

that these are the places where you can try to outperform their products. You have to

have ways to communicate to the consumers where exactly you win out what are your

strengths and how do they come tally vis a vis the weak points of your competitors.

Staying in touch with the clients is a very good idea because, that is how you get to know

how you can improve your product or service. Protection from the unfair players – you

can take recourse of the laws namely the competition laws or the intellectual property

laws which also protect the valuable properties that you have and the competitors are

trying to steal away. Going to another segment, going to another category or going to a

new market also could be a possible suggestion. So, this is when we are talking still

about defending the idea about fair competition fair play when the stakeholder group is

your competitors.
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Let us talk about the suppliers. With the suppliers there is a proposal for change in the

outlook towards this important group. You see the suppliers were never really thought to

be exactly important group of stakeholders; they are mostly overlooked or neglected. In

fact, generally they were viewed as enemies or adversaries. This is what is known as the

adversarial model which was practiced is still practiced in some parts of the world where



typically the supplier is seen as an enemy, an adversary, the necessarily the supplier is

going to go against what you want or what the company wants.

Typically the supplier was seen as somebody that you want to have relationship only for

a very limited time. Selection of the supplier often depended on only on the bid lowest

bid  the  price.  Whoever  brings  the  lowest  price  you  select  that  person  and  no

commitment.  The as soon as the necessity is over the supplier is quickly dropped or

when  the  price  is  even  quoted  as  lower  then  another  person  is  picked  up;  so,  no

commitment anywhere.

So, when the suppliers are viewed as enemies you know it is natural that they will also

reciprocate  with adversarial  attitude.  So, from their  side also there was no guarantee

about quality, delivery, reliability nothing was assured. In fact, there was no loyalty. You

find one day the supplier is with you next time they are with your competitor. So, this

lack of trust and aggressive quality in the in the relationship with no trust on either side,

no sharing of information from either side and just barely having a relationship this is

what characterized the adversarial relationship with the suppliers.
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As said the problems were many no loyalty, no stability and there was no responsiveness

from the supplier side and there was not never ever any thought given to how to improve

the performance of the supplier because there were always multiple vendors available.

So, if one is not found suitable the strategy was to pick another all right. So, in that



situation there is no commitment from either side, but such changes of vendors, such

changes  of suppliers  actually  is  costly  for a company because every time if  you are

constantly changing and adding new vendors that that  requires time as well  as other

investment.

And, generally in this kind of outlook toward suppliers there is no appreciation for any

other quality factors other than the price. So, for example, there is no concern whether

the person though his quoting or she is quoting a little bit higher than the lowest bid,

whether the supplier can deliver on time, whether the supplier is flexible along with the

company’s needs there was no consideration given for those.
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Then  came  the  economic  order  quantity  concept  which  is  about  you  know  optimal

reorder  quantity, appropriate  reorder  point.  What  we are  talking  about  is  this  model

suggested that you know there has to be a certain number of units that the company has

to reorder when the inventory is slowly getting decreased, but that has to be done without

adding to the total cost of inventory.

See, if you order too many then there will be the also additional cost of storing them

there is storage cost; on the other hand if you let the inventory go down too low then

there will be shortage cost in the sense that you your customers are going to want it, but

you would not be able to deliver. So, this model helped to find out the optimal reorder

quantity and at the appropriate reorder point.



The model was fine, but it actually help to change the outlook towards suppliers because

the model  assumed that  there would be instantaneous replenishment  in the inventory

meaning  when  the  reorder  is  made  then  the  suppliers  will  be  there  to  immediately

replenish  the  inventory.  Now,  that  required  co-operation  from  the  suppliers.  The

company asking for reorder is not enough. The supplier also has to agree and be able to

deliver.

So, there was something else this factor was needed, it also assumed that bulk orders can

achieve a price break. In order to produce the bulk reorder you need a capable supplier.

So, we are talking about factors which are beyond simply being the lowest bidder in the

supplier. So, companies began to realize that supplier selection must be based not just on

the price the lowest price, but there are many other factors than the price and that some

sort of long term commitment long term relationship is what is required.
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The EOQ model also turned out to be somewhat inefficient, in the sense that it actually

wanted dynamic inventory review which is costly for a company to continuously do that

and it also assumed that demand will remain constant which is somewhat impractical.

So, this where are the problems here with this, but in meantime there was also the rise of

total quality management ideas which said that quality has many components. 

And, with that came the realization that there is real reason to evaluate suppliers based

on other and new criteria. For example, whether they are able to deliver on time, whether



they are able to deliver in smaller order quantities instead of the bulk or whether they can

deliver frequently and so on. So, there is a need for change there was a need for change

for the outlook towards the suppliers. 

So,  here  comes  the  new  paradigm  that  is  being  discussed  today  that  is  called  the

partnership model. As its name suggests the partnership model simply says that suppliers

are to be treated in the supply chain as partners. So, as team members, not as enemies,

not as mere suppliers;  who are the peripheral  component  in the supply chain,  but as

stakeholders. When we say stakeholders we mean that they have moral rights and the

other side has certain duties towards them.

So, the new duty towards the supplier cum partners is not to distance, not to keep them at

a distance, but if you think that they are deficient or inefficient or not performing as well

as  they  should  then  the  duty  is  to  help  them  to  become  better,  to  enable  them,  to

empower them, to make them more capable, to nurture them so that they can reach their

full potential and be improved.

The other duty was to communicate and to cooperate; communicate and to cooperate as

in share information, have dialogues with them, so that there is a relationship that is born

out of that. What is to be shared here are crucial information as I will explain, but main

thing is to include them rather than to keep them away as a distant body.
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 So, the partnership model is character characterized by these. These are very new words

namely  cooperation  instead  of  mighty  cooperation  and  mutual  trust.  So,  it  is  a

relationship where there is trust both sides need to learn that and that can happen through

communication;  if  the  communication  channels  are  open  both  formal  and  informal

communication channels.

The relationship is supposed to be long-term instead of short-term. So, for a long time a

relationship has to be nurtured really prepared and both sides can rely upon each other

the longer the relationship is the company and the supplier would understand each other

better; the company and the supplier would understand each other’s needs and that is the

foundation for knowing that in the crisis hours we can rely upon each other.

The sharing of information as I said communication is all about you know sitting down

across the table and engaging in a discussion about the important things. For example,

what are the expectations, unless both sides know there is no question about; meeting the

expectations; discussion about the design that you think the supplier would be able to

contribute to; the plans; the market where this is going to be sold and so on.

And, similarly the other key important is collaboration. For example, collaboration not

only  on  production  or  the  getting  the  product  made,  but  also  on  defect  prevention

approach. You know we just talked about you know what are the risks and one of the

risks in supply chain management is always consumer safety, product quality, product

safety and so on.  So, now if  you if  business thinks it  is  the job of business only to

monitor  and  inspect  for  defects,  it  becomes  a  burden  and  it  becomes  practically

impossible because the other side of this end is held up by the supplier.

So, if the both the partners are engaged and they join hands as in a concerted effort to

find  the  defect  and  to  prevent  such  as  defects  from happening  or  some  deficiency

creeping into the product or the service then it becomes a success story. So, this is the

partnership model.
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Therefore, all the things that we have talked about in earlier that you know there are risks

environmental risks, human rights violations risk or you know qualities related risks and

so  on  this  partnership  model  appears  to  take  care  of  those  by  this  idea  called

collaboration with the supplier’s cooperation with the suppliers in order to achieve and to

avoid this risks. If you cannot avoid it 100 percent then at least you should be able to

mitigate this by joining hands with the suppliers as partners.
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Now, in supply chain management when we are talking about managing the risks there

are several kinds of risk as you may well anticipate this. First of all we have said that you

know in order to avoid the third party risks collaboration, cooperation you got to know

your supplier vendor very well. The social risks we have already talked about namely the

human  rights  and  labor  rights;  safety  risks  –  we  have  talked  about  product  safety,

consumer safety.

 regulatory risks are the ones where there is a question about compliance with the law or

issues raised by non-compliance of the law by the supplier and vendors. So, this becomes

a problem for the company if the supplier and vendor does this. So, this also needs to be

properly checked and mitigated. Legal and financial risk of course, is that of corruption.

Corruption, fraud, money laundering in the or misrepresentation, false advertisement by

the supplier the vendors. The company is not directly doing it,  but there will be this

whole mess is going to be finally, backfiring on the company. So, this is a potent risk.

And, corruption is one of the very big risk in supply chain. You know if you look into

United Nations Global Compact, then anti-corruption is a very big important principle

that the global compact principle sort of says that not only the companies not going to be

engaged in corruption, but it must see to it that it is supply chain is also corruption free.

And, because you know we talk about supply chain risk management because as I said

the  global  companies  and  their  global  supply  chain  creates  a  problem  enormously

complicated network where these risks actually magnify thousand fold or more than that.
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How do you manage risk in supply chain, specially in the global supply chain? Now, to

that the literature answers like this that there can be two kinds of risks one is that you can

you already know or you at least can anticipate. If you know one if you can anticipate

then it is possible to manage it in time then you should remain prepared for it to happen

at any time and then you can meet the, you can mitigate the risk.

For example, if you know that you know a supplier is likely to go bankrupt. So, given

that the likelihood of that possibility the company needs to have some backup plan in

case the supplier goes bankrupt what to do and that is risk management. Some companies

check the backgrounds of the suppliers beforehand whenever you are engaging third

party suppliers, so that this anticipated risks are known, at least identified.

Now, in order to do this, this requires a whole dedicated cross functional team to actually

examine  the  situations  do  the  background  check,  do  the  homework,  to  identify  the

probable risks in the supply chain. Once that is assessed then one can periodically review

the  situation  where  the  risk  may  appear  and  if  that  risks  appear  how to  address  it

immediately.



(Refer Slide Time: 22:46)

But,  the interesting group of risks are the one that are unknown; unknown as in not

anticipated, not foreseeable sudden changes. For example, natural calamities suddenly

happening in the area and disturbing or disrupting the supply chain things over which we

do not have control, but still  it  is very risky for the operation.  For that the literature

suggests that there should be a rigorous change in the way the business runs. 

For example, one needs to have a risk aware and risk responding culture. Both internal

and external risks people have to once that happen instead of being overwhelmed by the

risk, they must openly share the bad news and then get into action to mitigate that, to

address  that  instead  of  playing  the  blame  game  to  actually  meet  the  challenge  of

addressing the risk. So, for that one needs a certain kind of a organizational preparedness

which is part of the organizational culture.

There is also need for leadership from the top which defines how much of what risks are

tolerable  and what  would  not  be  tolerated  by  organization.  One also  needs  a  quick

response  team;  you  know  we  seen  disaster  preparedness  quick  response  team.  So,

employees need to be empowered to take decision in crisis hours, so that a meaningful

quick response can be made if during the crisis the employees do not know what to do or

they are still waiting for the order to come and then to react it might be too late. So, these

are some of the advices from literature regarding managing risk in supply chain.
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This  ethical  sourcing  is  another  alternative  paradigm  in  supply  chain  management

sourcing, but sourcing with ethical considerations. What am I talking about? I am talking

about including the sustainable development concerns in supply chain management. So,

when procuring raw materials or components for example, a one can set these parameters

social environmental and financial to this suppliers and this is often done as a suppliers

code of conduct. 

When selecting the vendor or the supplier one can do with these parameters. So, unless

they comply unless they have a reputation in this regard one does not start doing business

with them and then managing the employees also with this. This is known as ethical

sourcing.
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As for support for ethical sourcing and ethical supply chain management, there are many

possibilities – one is what is known as external certification. For various industries there

are external supply chain certification this is for particularly because clothing industry

has been often charged with supply chain unethical practices in the global supply chain. 

Therefore,  they have come up with certificates  for specifically  for clothes  that  come

through  global  supply  chain.  We  are  talking  about  World  Responsible  Apparel

Production that is a certification process. It is called WRAP certificate.  There is also

social accountability 8000 series. It is an international audit or certification process for

socially acceptable practices in the supply chain.

There  can  be  also  internal  measures.  For  example,  the  company  itself  can  develop

supplier’s code of conduct as I just pointed out. Companies can also adopt internal audit.

You just heard about Apple and how it did its internal audit of suppliers. There are many

such responses from the company itself to take care of the ethical sourcing as well as

ethics in supply chain management.
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Regarding we talked about you know changing from adversarial model to partnership

model toward suppliers. So, this is about the attitude or the kind of strategies to adopt

when a company comes to know that the supplier or the vendor is not behaving ethically,

that  there  are  violations  of  code  of  conduct  or  there  have  been  violations  of  the

agreement  made  with  the  company  and  practices  happening  that  are  against  the

company’s values. What do you do? 

Now, there  are  two kind of possibilities  open for the  company, one is  to  disengage.

Disengage as in you identify the offender, the supplier and just simply terminate the

relationship, sever the ties to shield company from any backlash from the public and the

society saying that we no longer do business with such and such. This is one strategy.

The other one is however, is more interesting and probably more powerful. This is called

engagement that you identify the offender, but you stay engaged with that offender to

build the capability to mend the ways all right. You can break out and take your hand

away from the supplier, but engagement means that you actually try to seek a solution to

the problem by holding hands, by helping and making the person capable to overcome

the shortages and this is the strategy that has been seen to work wonders in many of the

cases.
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I will give you just one or two example here. This is for example, Nike nowadays after

learning in such hard lessons it is trying to it says that it is trying to raise the productivity

in supplier factories, so that they can pay the workers more. So, that the issue clearly is

that  of  not  paying  the  workers  enough  or  maybe  lower  than  the  minimum  wages

something. So, Nike has a choice not to do bad business with the supplier anymore, but

then  if  you start  eliminating  suppliers  on this  basis  it  is  not  necessary that  the  next

supplier will not do the same. You may run out of suppliers, instead it makes more sense

if you make them more capable, so that the problem does not wrecker.

So, if it is the payment is the low payment of the workers is due to the low productivity

in the supplier factory then Nike is sharing its expertise with the supplier to make the

supplier more capable, to meet the problem and that is known as engagement. These are

all  such  examples  where  the  powerful  companies  have  made  partnership  with  the

suppliers with the commitment to help them to overcome the challenges that actually

plague the supply chain. So, this is what we obtained from this.



(Refer Slide Time: 30:42)

Now, this is not to say that there are all problems in supply global supply chain or supply

chain have been completely eradicated. In fact, there are many more, but that is the point

that just because there is a challenge, but we do not stop.
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In fact, that has been the lesson for this entire course that being a corporation is not easy

and its practices are often riddled with many challenges, but one has to rise above the

challenges and can one can still remain ethical, true to its own set of values and beliefs.

This course never recommended that business all business should be stopped, rather it



has always talked about how to do business differently, how to be in a corporation of a

different kind, the kind that we are calling ethical corporation.

So, I hope this journey has been pleasant for you that you have learned something from

this. I have enjoyed doing this lectures for you and the only hope that I have is that I

have been able to impart something that you found meaningful or valuable or worth your

time.

So, thank you very much. This is where we close the class. Goodbye.


