56. Ethics, Outsourcing & the Supply Chain 
1. Missing words:

Global companies have to be alert to the concerns of western media and ___________________ groups. The benefits of low-cost production are thrown away if western consumers ____________________ your products. So the supply _______________ has to be managed with great care. Regular inspections and _______________ are needed to make sure that no ________________ labour is being used. Other forms of exploitation such as __________________ labour are also a great concern. It is important to remember, though, that slave labour remains a problem in Britain; why else was the Modern Slavery Act passed in Britain in 2015?  Westerners should be wary of lecturing others. Missing words: boycott, slave, pressure, audits, chain, child 
2.  Give one possible reason why:
2.1 It can be hard for a multinational to keep control of its supply chain. _________________________________
______________________________________________________________________________________

______________________________________________________________________________________
2.2 Working conditions can be as important an ethical issue as pay rates.
______________________________________________________________________________________ 

______________________________________________________________________________________
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3.1 True or False? With reference to the bar chart, identify whether each of these statements is true or false:
a) Cost is the most important factor in outsourcing decisions.
(TRUE/FALSE)

b) Firms appear to be concerned about treatment of staff in the outsource firms.



(TRUE/FALSE)

c) Environmental concerns have low relative importance in outsourcing. (TRUE/FALSE)

d) The data shows that impact on domestic markets is an important criterion. 




(TRUE/FALSE)
4.  Data response

“Jobs Axed!” read the headline.  Following a review of its banking business, under pressure to improve profits, HSBC announced 1,200 UK job cuts, with 500 being off-shored to India.  Unions claimed that local communities would be “savaged” by the job losses.  The news came only nine months after HSBC had committed itself to increasing staffing at its Newport (Wales) call centre – the centre will now close.  HSBC executives claimed the company would provide support to help staff find alternative employment, either within HSBC or externally.

4.1 How ethical does HSBC’s behaviour appear to be in this case?  Examine two issues. _____________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________

4.2 Identify the long-term implications (one positive and one negative) for HSBC resulting from the case.

______________________________________________________________________________________

______________________________________________________________________________________

______________________________________________________________________________________
56. MARK SCHEME - Ethics, Outsourcing & the Supply Chain 
1. pressure … boycott … chain … audits … child … slave
2.1 It can be hard for a multinational to keep control of its supply chain. 

· Because suppliers of, say, T-shirts may sub-contract stitching work to smaller companies or to home-workers – without telling the multinational customer
2.2 Working conditions can be as important an ethical issue as pay rates.

· The dreadful factory building collapse at Rana Plaza, Bangladesh in 2013 showed that working conditions can be a matter of life or death (more than 1,100 died at Rana Plaza)
3.1

a)
False

b)
False

c)
True

d)
False
4.1 On the one hand HSBC has gone back on its commitment to increasing jobs at Newport and is moving jobs out of the UK (to the detriment of local communities) for what would appear to be profit driven reasons, however there is evidence that HSBC is acting ethically in assisting staff to find new jobs.

4.2 
Positive – lower cost operations may secure other jobs in HSBC; some benefit of lower costs may be passed onto consumers (improving competitiveness); presence in India may improve HSBC’s market penetration there.

Negative – potential damage to image and reputation; loss of customers; damage to staff morale; danger of quality standards suffering in Indian operations.
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