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What Is a Supply Chain?
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World-Systems Theory (1977-)

...we start with a radically different presumption. Let us conceive of something
we shall call, for want of a better conventional term, "commodity chains".
What we mean by such chains is the following: take an ultimate consumable
item and trace back the set of inputs that culminated in this item — the prior
transformations, the raw materials, the transportation mechanisms, the labor
Input into each of the material processes, the food inputs into the labor. This
linked set of processes we call a commaodity chain. If the ultimate consumable
were, say, clothing, the chain would include the manufacture of the cloth, the
yarn, etc., the cultivation of the cotton, as well as the reproduction of the labor
forces involved in these productive activities.
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Global Value Chain Theory (2005-)

The GVC framework focuses on globally expanding supply chains and how
value is created and captured therein. By analyzing the full range of activities
that firms and workers perform to bring a specific product from its conception

to its end use and beyond, the GVC approach provides a holistic view of

global industries from two contrasting vantage points: top down and bottom
up. The key concept for the top-down view is the ‘governance’ of GVCs, which

focuses mainly on lead firms and the organization of global industries; the

main concept for the bottom-up perspective is ‘upgrading,” which focuses on
the strategies used by countries, regions and other economic stakeholders to

maintain or improve their positions in the global economy.
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188 P. Kajiiter, H.I. Kulmala / Management Accounting Research 16 (2005) 179-204
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Fig. 3. Value chain flow chart.
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Governance Mechanisms Beyond Privity

Market (no governance beyond privity)
Modular (codes, monitoring, audits)
Relational (from capability building to partnering)
Hierarchy (vertical integration)
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Mineral Supply Chain (OECD 2011-)

The process of bringing a raw mineral to the consumer market involves
multiple actors and generally includes the extraction, transport, handling,
trading, processing, smelting, refining and alloying, manufacturing and sale of
end product. The term supply chain refers to the system of all the activities,
organisations, actors, technology, information, resources and services
involved in moving the mineral from the extraction site downstream to Its
Incorporation in the final product for end consumers.
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Garment Supply Chain (OECD 2017-)

Risk areas covered by the Guidance
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Legislative Practice 1

Various statutes have implemented vague and unstructured reporting
requirements on ‘supply chain’ related activities. There is little, if any sense of
what ‘supply chain’ or 'reporting’ means in practice.

California Transparency in Supply Chains Act (2010)
(Dodd Frank Sec. 1502 (2010))
EU Non-Financial Reporting Directive (2014)
UK Modern Slavery Act / Transparency in Supply Chains etc. (2015)
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Legislative Practice 2

Under the 2017 French loi relative au devoir de vigilance des sociétés méres
et des entreprises donneuses d'ordre:

Companies are required to establish and implement a vigilance plan to
Identify and prevent the human rights, health and safety, and environment
related risks of to their operations, including in relation to their directly or
Indirectly controlled subsidiaries and suppliers and subcontractors to which
they have a relation commerciale établie.
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Legislative Practice 2 cont'd

Under the French loi de vigilance the plan must include:
1) Identification, analysis, and a relative ranking of risks;

2) Procedures for the regular monitoring of subsidiaries, subcontractors, and
suppliers with whom the company has an established commercial
relationship in relation to the identified risks;

3) Appropriate actions for mitigating risks and preventing serious violations;

4) A mechanism for monitoring signals related to the existence or
materialization of risks, established together with labor organizations
representative of the relevant companies; and

5) A scheme for monitoring implemented measures and evaluating their
effectivity.
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Problems of Going Further with Supply
Chain Reporting Requirements

A) Definitions of supply chains and relevant
Interventions.

B) Liability instigating effects of going further.
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Relevant Supply Chain Parameters?

Equity v Non-Equity?
Governed v Ungoverned?
(Governable v Ungovernable?)
Limited v Unlimited Scope?
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Current Limits of Supply Chain Liability

1. Jurisdiction dependent but increased control typically entails
Increased liability.

2. Under the common law there is currently no general duty to
prevent harm to others by third parties. See e.g. Das v George
Weston Limited (2017) and Rahaman v J.C. Penney (2015).

3. Assumption of control implies liability for negligent control
under so-called theories of Good Samaritans. E.g. Rodriguez-
Olvera v Salant Corp (1999).
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Problems of Going Further With Supply
Chain Reporting Requirements, Cont'd.

The problem with reporting: Under present systems of
liability, true reporting on supply chain governance
practices could open up liabll
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Countering the Liability Deficit?

* Development of Governance Mechanisms
* Development of Private Law
* Spectre of Regulation
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Can Something Be Done?

OECD Due Diligence Guidance for Responsible
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Can Something Be Done? Cont'd.

Product Liability—Liability for Defective Prod
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Private International Law as a
Situationalizer of Disputes
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