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What are 
purchasing 
practices? 

Purchasing practices describe the actions taken by 
companies when purchasing goods. In the context 
of tea, this paper refers to the purchasing practices 
of brands and retailers.

They include processes such as planning and forecasting, 
contractual agreements, order placement and lead times, price 
negotiation and payment terms, as well as the values and 
principles upheld by the buyer.1 

Adopting Responsible Purchasing Practices (RPPs) is a core 
component of sustainable procurement and can greatly improve 
a supplier’s ability to improve working conditions and pay higher 
wages. Research by the International Labour Organisation 
(ILO) shows that RPPs such as giving sufficient lead times and 
adopting fair pricing can lower production costs, reduce pressure 
on wages and help suppliers create a healthy work environment.2 

However, in highly competitive markets, where businesses 
continue to offer consumers lower prices and greater availability 
and choice, many continue to adopt poor practices that negatively 
affect workers and farmers. 

Arete
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Practices that seek to maximise short-term profits, such as 
aggressive price negotiation and short-term contracting, make it 
difficult for suppliers to pay workers a fair wage. This can result in 
many other issues caused by cost-cutting, including poor health 
and safety in the workplace, an increased risk of human rights 
abuses, and excessive working hours. Supply chain professionals 
are now expected to address these issues by reconsidering 
conventional procurement strategies and assessing their impact 
on working conditions in producing countries. 

This information sheet provides an overview RPPs and outlines 
some of the steps businesses can take to improve their buying 
practices. Many of the points draw on information provided in 
the Ethical Trading Initiative’s Buying Responsibly Guide, which 
offers useful insights to develop and implement responsible 
purchasing practices.

While much of the tea consumed in western markets is bought 
via auctions, this resource primarily applies to direct buying 
relationships. Companies buying through auctions are advised 
to opt for purchasing higher-value teas to support improved 
working conditions and the closure of the living wage gap. 

Practices that 
seek to maximise 
short-term profits, 
such as aggressive 
price negotiation 
and short-term 

contracting, make it 
difficult for suppliers 
to pay workers a fair 

wage.

Denje-TEK Productions
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The 
importance of 
responsible 
purchasing
The role commercial relationships can play in 
improving wages and working conditions should not be 
underestimated. Nearly two-thirds of the world’s poor make 
a living from agriculture, and an estimated 13 million workers 
are employed in the tea sector, many of whom are directly 
involved in the supply chains of international businesses.3

 
The risk of poor working conditions, low pay, and human rights 
abuses such as forced labour are particularly pronounced in 
producing regions that often have high levels of poverty and 
where workers have few legal protections. Commodities, 
such as tea, that are sold at a low price and involve 
highly labour-intensive work produce an even higher risk.4

By adopting good procurement practices, 
such as building long-term relationships 
with suppliers, paying a fair price, and being 
consistent when placing orders, companies 
sourcing from high-risk areas can help 
mitigate these issues.
Creating a shared responsibility for sustainability challenges 
that is reflected in procurement strategies and developing 
two-way relationships with suppliers is vital to improving 
labour conditions across supply chains.

Abbie Trayler-Smith/Panos
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However, in the same way good practices can help address these risks, bad practices can create 
financial pressures for suppliers and cause negative outcomes for workers and farmers. Pricing 
is the most common reason buyers end a trading relationship, and power imbalances that favour 
buyers mean that suppliers often compete fiercely for business. 

This results in a ‘race to the bottom’ on price that significantly increases the 
likelihood of low wages and poor working conditions.5 
An ETI survey found that 39% of suppliers have previously accepted orders below the cost of 
production, and 29% also struggled to pay workers.6 An expectation of shorter lead times (the 
amount of time between the placement of an order and its delivery) creates further problems, 
making it difficult for suppliers to plan production effectively, resulting in illegal working hours and a 
heightened risk of child labour. 

In addition, the rising significance of ESG performance, increased consumer awareness, and ever 
more stringent supply chain due diligence laws has meant businesses are increasingly being held 
accountable for their purchasing practices. Investors, consumers, and governments are all putting 
pressure on companies to understand their supply chains and related impacts. Companies will 
therefore not only face the risk of reputational damage but could also face legal and financial 
penalties if they fail to integrate sustainability within their procurement plans.7  

Arete
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The knock-on effects 
of poor purchasing 
practices

Buyer’s purchasing 
practices
• Poor dialogue with suppliers on 

sustainability issues.
• Inconsistent orders and forecasting.
• Aggressive price negotiation.
• Power imbalance in buyer-supplier 

relationship.
• Lack of ethical criteria in contractual 

terms.
• Lengthy payment terms.

Impact on suppliers 
• No guidance or reward for 

improvements.
• Limited resources to invest in 

improvements.
• Difficulties planning and managing 

production.
• Inability to cover production costs.
• Compromised bargaining position 

and pressures to deliver at any cost.
• Inabilities to meet deadlines.

Impact on workers 
• Low wages and unrealistic 

performance targets.
• Poor health and safety.
• Excessive overtime and irregular 

working hours.
• Short term contracts.
• Little investment in training and 

equipment.
• Increased risk of harassment in the 

workplace.
• Increased risk of forced or child 

labour.

Based on ETI’s Guide to Buying Responsibility and Oxfam’s Better Jobs Better Supply Chains.

Pressures on time and costs...

Pressures on capacity, 
working hours & costs...
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Business case
As well as having a positive impact on workers’ lives, there are 
many reasons why companies might want to adopt responsible 
procurement practices. Below are just some of the key benefits 
for businesses: 

Building strong supplier relationships
Responsible buying practices enable companies to build strong 
and lasting relationships with suppliers. By demonstrating 
commitment, buyers can attract and retain reliable suppliers that 
hold high standards and deliver good quality products, which is 
vital to achieving long-term profitability.8

Protecting company reputation
Being proactive about improving workers’ lives by adopting 
responsible buying practices can help protect reputation as 
sustainability as ESG performance becomes an increasingly 
popular topic. It can also boost sales as consumers continue to 
base their purchasing decisions on ethical values such as human 
rights and employee treatment.9

Saving costs and avoiding disruption
The idea that conventional purchasing practices lead to higher 
profits is not always true. While they may be able to lower costs 
temporarily, they result in high staff turnover and lower productivity 
for suppliers, leading to additional costs further down the line. 
On top of this, they can also undermine the overall security of 
supply by increasing the likelihood of delayed deliveries and 
worker strikes.10

Limiting legal risks
By adopting responsible purchasing practices to protect workers 
in  supply chains, companies can reduce their vulnerability to 
legal risks. As we see the emergence of human due diligence 
(HRDD) legislation worldwide, including the EU Directive on 
Corporate Sustainability, businesses are more likely to be subject 
to significant legal and financial penalties if their buying practices 
create a demand for cheap, flexible labour.11 

Abbie Trayler-Smith/Panos

https://ec.europa.eu/info/publications/proposal-directive-corporate-sustainable-due-diligence-and-annex_en
https://ec.europa.eu/info/publications/proposal-directive-corporate-sustainable-due-diligence-and-annex_en
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What can 
buyers do?
There are several practical steps companies can take to 
make a difference. Some of these are covered below. 

Understand the impact of current practices
Before making improvements, companies must understand 
the risks and impacts of their current practices. Buyers can 
review all existing relationships with suppliers, identifying 
high-risk ones and where pricing may be more likely to affect 
labour conditions.12 Buyers must also seek to understand 
how suppliers perceive their current purchasing practices.13 
They can do this either by conducting an anonymous survey 
or inviting suppliers to assess their purchasing practices 
using the better buying framework.

Raise awareness
As procurement and supply chain professionals become key 
agents of change in achieving sustainability goals, it is 
important to gain buy-in across organisations by making 
the business case clear and raising awareness of the risks 
presented by conventional practices. Buyers can offer 
training to staff whose work directly or indirectly affects 
buying decisions and conditions at the producer end. Better 
Work is just one organisation that has developed e-training 
on this.14  

Create a mutual code of conduct
Both the purchasing company and the supplier can agree 
on a 2-way code of conduct that outlines good purchasing 
practices that support better working conditions and improve 
workers’ lives.15 For example, ensuring sufficient notice is 
given before orders to avoid overtime. The agreement can 
be incorporated into contracts and will lead to a relationship 
of shared responsibility and respect. An example buyer-
supplier code of conduct can be found on pages 30-31 of 
ETI’s Guide to Buying Responsibility.Abbie Trayler-Smith/Panos

https://betterbuying.org/
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Create long-term relationships with frequent 
dialogue
Buying companies should establish long-term business 
relationships built on trust and mutual respect. To ensure they are 
best placed to influence working conditions, buyers should look 
to grow the percentage of suppliers they have worked with for 
more than five years.16 Additionally, relationships should involve 
frequent and honest dialogue, giving suppliers an opportunity to 
comment on current practices such as lead times, and costing.17

Pay suppliers promptly and fairly
Pricing and payment dates should be discussed frankly and 
allow for audit compliance as well as additional measures to 
improve labour conditions.18 Agreed prices should always be 
above the cost of production and enable wage increases towards 
living wages.19 The UK Prompt Payment Code acts as a useful 
reference point, offering guidance about paying suppliers on 
time and other best practices.

Involve all supply chain actors
ETI recommends that products are sourced directly from the 
supplier rather than through intermediaries. However, due to 
the complex nature of the tea supply chain, this is not always 
an option. Therefore, buyers are advised to engage in frequent 
dialogue with intermediaries to understand if their purchasing 
practices can be improved. Buyers can also initiate full supply 
chain meetings, including suppliers, intermediaries, workers, 
and workers representatives, to discuss how practices can be 
improved.20

Agreed prices 
should always be 

above the cost 
of production 

and enable wage 
increases towards 

living wages.

Andy Hall

https://www.smallbusinesscommissioner.gov.uk/ppc/about-us/
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Sustainable 
procurement & 
the Malawian 
tea sector
In 2015, the Ethical Tea Partnership came together 
with the Tea Association of Malawi, Oxfam, 
IDH – Sustainable Trade Initiative and German 
development agency GIZ to launch The Malawi 
Tea 2020 programme. 
The initiative set out to secure a living wage for tea workers by 
improving producers’ ability to run profitable and sustainable 
businesses capable of paying higher wages. This came after 
recognition from buyers that sustained progressed towards 
living wages can only be achieved through a combination of 
improved buying practices and wage bargaining on the ground.  

As part of the programme, IDH and Oxfam partnered with 
Accenture Development Partners to develop a Sustainable 
Procurement Model, which provided guidance on the cost of 
Malawian tea, linking buyer pricing to worker renumeration. 
Through the model, buyers could establish what price they 
needed to pay producers to create enough value to narrow the 
living wage gap. 

Arete

https://www.idhsustainabletrade.com/uploaded/2019/09/IDH_Sustainable-Procurement-Kit.pdf
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The model was welcomed by all participating companies, 
but how it was implemented caused some debate. Both 
buyers and producers raised questions about interfering 
in the previously purely commercial relationship between 
buyers and producers, and because of the industry-wide 
collective bargaining agreement, there were also concerns 
of worker unrest, since the payment of additional wages to 
some but not all workers could be seen as unfair. 

Nonetheless, during the five years of the programme 
the living wage gap was closed by 33%. This was partly 
because a significant number of companies adopted 
‘green number pricing’ across their volume orders, 
meaning that prices were sufficient to cover the producer’s 
cost of sustainable production and close the living wage 
gap by at least 20% for tea workers. Additionally, the 
programme’s 2020 Buyers assessment found that some 
buyers had committed to purchasing higher value teas, 
and 9 out of 10 companies reported having contracts in 
place for at least one season. In some cases, long term 
supplier relationships were also established.

You can read more about the Malawi Tea 2020 programme 
here. 

 

of the programme the 
living wage gap was 
closed by

5 years 
During the

33% 

Andy Hall

https://www.malawitea2020.com/uploaded/2020/11/Closing-Report-Malawi-Tea-2020.pdf
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