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Abstract: Social sustainability has become an emerging issue due to the firm
response to society and is a vital enabler to remaining competitive. However,
there is less evidence on how social issues can be solved through sustainable
social supply chains. Therefore, it is critical to understand social domain
challenges raise in manufacturing firms. This study aims to conceptualise social
sustainability drivers to overcome social challenges. The study has explored the
social impact and issues using a critical review technique. The results found
five drivers for firms to adopt social sustainability practices and highlight the
ethical concern. The issues have been discussed, with foresight solutions
focused on improving the performance of firms in responding to societal
challenges. From a practical perspective, these findings are crucial because they
have implications for firms seeking to develop a sustainable social supply chain
in achieving a competitive edge.
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1 Introduction

Social complexities have always arisen worldwide, differing depending on the country’s
conditions and stage of development; however, addressing social concerns is complex.
The United Nations has set manifold targets for sustainable development by 2022 (United
Nations, 2022). Societal implications such as no poverty and hunger, decent health and
well-being, decreased inequities, peace, justice, and strong institutions are among the
goals. When it comes to practicalities, manufacturing firms deal with their social issues
within and beyond. However, for businesses to remain competitive in today’s market,
economic and environmental concerns have always been addressed. While maximising
profitability and shareholder value is always the first aim in any organisation, companies
are increasingly being made responsible for their supply chain operations (Halili and
Fernando, 2019).

Furthermore, the firm’s global competencies, which are highly unpredictable and
frequently evolving, must be improved in order to remain competitive (Hui and
Fernando, 2018). Although firms acknowledge the impact on their brand if issues are not
handled properly, social ramifications have been the least considered. Major issues
mentioned in the literature include the absence of a clear theoretical notion,
comprehensive knowledge about applying it in reality, and unambiguous indications
(Missimer and Mesquita, 2022). It necessitates a study of the effects of firms disregarding
their social responsibilities towards their social performance.

Fernando et al. (2022a) argued that developing countries have limited know-how,
managerial skills, and technology-driven into social problems. Research on social
sustainability is scarce due to the difficulty of quantifying social issues. Since the early
stages, most studies on firms’ sustainable manufacturing operations, according to
Despeisse et al. (2012), focused on the environment and economics, with little data on the
social component. Echoing this, Chan et al. (2017) found that environmental and social
factors were not taken into account in most studies. However, on a positive note, Thies
et al. (2019) suggested that the inclusion of social indicators is becoming more common
when evaluating sustainable products. Despite these findings, supply chains are the core
of businesses; overseeing them and involving supply chain partners such as suppliers has
become crucial for firms (Fernando et al., 2016). These findings indicate that even though
firms are aware of the relevance of social sustainability, the need to realise it is often
overlooked.

Due to the current pandemic that alters the world today, crucial observations are more
vital as huge life loss globally, and compulsory activities restrictions have changed the
way people live, contributing to the loss of earnings (Kumar et al., 2020). Uncertainty
regarding the pandemic’s future evolution and societal effects will linger for the coming
years, influencing consumer and investor decisions. Certain businesses may become
unsustainable because of social isolation and movement restrictions, while others could
potentially continue to thrive. Furthermore, the ongoing COVID-19 outbreak is
pressuring firms to investigate a digitised system that can be operated remotely, reducing
the need for on-site user involvement. In this sense, it can be tied to the use of industry
4.0’s digitalisation which is projected to significantly increase the manufacturing
industry’s performance (Fernando et al., 2022b). However, it leads to another challenge
to adapt to the new era as firms must invest in high-speed internet networks, technology,
highly secure corporate interfaces and establish a defined internet safety protocol (Gani
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and Fernando, 2021), particularly in light of the businesses’ instability during the
pandemic and the losses they had to endure.

According to Govindan et al. (2020), growing external and internal forces have
prompted firms to look at the long-term viability of their operations. In the literature,
issues such as safety, health and human rights are receiving attention; however, according
to Coombs and Holladay (2018), social issues affect a segment of society and are caused
by internal and external pressures. Mani et al. (2015) added that most developing nations
face social issues such as child labour, gender inequality, and safety exacerbated by a
lack of reliable social indicators. The environmental and social issue is related to
society’s awareness and responsibility. The firms can obtain the end life product (waste)
to remanufacture and overcome ecological issues. Therefore, the firms need to consider
another circularity resource to incorporate in the reverse logistics circular economy to
achieve social responsibilities (Fernando et al., 2022c). According to Fernando et al.
(2021), the circular economy has driven the firm supply chain to minimise materials and
energy losses through extensive reuse, recycling, and recovery. Furthermore, the circular
economy’s notions form a basis for eco-innovation firms, and their attempts have a
profound influence on a firm’s and society’s long-term sustainability performance
(Fernando et al., 2019).

2 Social sustainability in the supply chain

The importance of sustainable supply chain management (SSCM) has expanded, ping the
interest of academics and industry alike (Dai et al., 2021). It is a pretty well-known topic
that has evolved in tandem with the dynamic and volatility of the corporate environment
throughout the years. According to Elkington (1998), sustainability in corporate contexts
is defined as the need to overcome and resolve issues regarding economic, social, and
environmental foundations in a coordinated and complete manner. Aside from that, this
concept includes “the integration of economic, environmental, and social factors into the
management of intra- and inter-organisational flows, using innovative and collaborative
ways, to create long-term value” (Bentahar and Benzidia, 2018). However, according to
Tundys and Fernando (2020), there is a lack of reference to sustainability issues such as
sustainable development, be it from an economic, societal, or environmental perspective
on assessing the key performance index for sustainable supply chain.

From the point of view of industries, sustainability has been defined as “satisfying the
demands of today’s internal and external stakeholders (such as shareholders, workers,
customer base, governing bodies, and society at large) without compromising the
understanding of the needs of future stakeholders” (Carter and Rogers, 2008). Nichols et
al. (2019) define socially sustainable supply chain practices as a cluster of practices to
improve social performance (e.g., safety, equity, ethics, human rights, health and welfare,
and philanthropy) throughout the supply chain during the development, procurement,
production, and distribution of a product or service. Organisational strategies and
perspectives had the biggest and lowest influence on morale for social sustainability, as
per a prior study by Khan et al. (2018). Klassen and Vereecke (2012) defined social
issues in the supply chain as “product- or process-related aspects of operations that affect
human safety, welfare, and community development”.
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At an earlier stage, according to Strong (1997), another social component of
sustainability is the ethical trading concept, which involves an equitable base of trade
among developed and emerging. According to Ashby et al. (2012), the literature on
supply chain social sustainability has mostly focused on legislation and health and safety
hazards instead of ethical and cultural concerns. The authors also mentioned that social
sustainability in the supply chain refers to how social problems are managed in the supply
chain. Social sustainability is largely concerned with social connections such as inequity,
gender inequality, poverty, diversification, salaries, and education, all of which differ
widely. Furthermore, certain researchers define social sustainability as a standard of
conduct for human sustenance and development that should be attained in an open,
interconnected, egalitarian, and sensible (Sharma and Ruud, 2003).

3 Methods

This study has utilised a critical review of the literature to investigate the social issues in
the manufacturing industry. First, we have summarised the key points and provided
insights to conceptualise the urgent issue to be solved. Then, the articles were published
in Scopus index databases using Mendeley to obtain the bibliographies and select the
issue. After that, we review the current issue related to manufacturing in Malaysia. The
reason is that Malaysia has recently encountered several issues related to corporate social
responsibility and ethical issues.

4 Results

Based on the literature review, we found that two main issues related to social challenges
are to be implemented by sustainable supply chain management. The first domain is the
driver and the second domain refers to ethical concern.

4.1 Drivers of social sustainability

Based on a literature review on social sustainability, five elements have been selected as
the drivers for firms to adopt social sustainability practices. Figure 1 shows the
interaction of drivers, which can contribute to social-oriented sustainable supply chain
management practices.

1 Customers: according to Sarkis et al. (2010), customers can influence public
perception of a firm’s actions and encourage firms to implement innovative
strategies, whether positively or negatively.

2 Employees: according to Zhang and Yang (2016), employee dynamics may underpin
firms’ motivation to adopt new practices. Employee pressure is critical, and it is
corroborated by Lu et al. (2017) and Jaafar et al. (2017), who both emphasise the
importance of safety aspects. Echoing this, Peterson (2018) believes that business
reputation differs, which involves labour welfare.
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3 Government: Mitchell and Connor (2004) discovered that government efforts must
be driven by a goal to increase societal benefits. It is observed that government
authorities have understood the importance of achieving sustainability by exerting
pressure on various industries (Kannan, 2018). According to Mathivathanan et al.
(2017), federal rules require firms to consider their activities’ social and
environmental consequences. Bag et al. (2021) reaffirm this, claiming that
governments put tremendous pressure on people to adopt new objectives.

4 Investor: potential investors insist that social and environmental obligations be
factored into key choices (Cullinan et al., 2016). Mani et al. (2016) echo this idea,
stating that managing consumer social issues allows firms to establish a powerful
reputation among investors. On the other hand, negative conduct will harm a firm’s
reputation and credibility, prompting shareholders to express their disapproval of its
conduct and forcing them to take responsibility for their actions (Ivanova, 2016).

5 Non-governmental organisation (NGO): according to Kourula and Halme (2008),
firms and NGOs have become essential participants in global dominance alongside
governments, implying that NGOs have played a significant role. Hansen and
Spitzeck (2011) have pointed out that cooperating with an NGO allows for the best
development and monitoring of societal benefits. Furthermore, according to Helmig
et al. (2016) and Chen and Kitsis (2017), companies are under increasing pressure to
act socially responsible or implement CSR strategies, notably from stakeholder
groups such as NGOs.

Figure 1 Social-oriented sustainable supply chain management (see online version for colours)

ik

Investor

Customers

™~

ﬁ g ﬂ

Government Non-Governmental Organization (NGO}



6 M. Halili and Y. Fernando

4.2 Ethical elements in supply chains

Manufacturing firms must ethically conduct business since it reflects the actual
operations in the supply chain. Unethical business practices, such as child workers or
low-quality and dangerous materials, will negatively impact manufacturing firms. In
addition, consumers are becoming more conscious of the repercussions of manufacturing
firms’ activity on society. According to Yun et al. (2020), revelations of controversies
and immoral practices in large and small firms, including among employees, abound in
the news. For instance, issues like Apple’s suicide supplier have significantly influenced
the firm and have garnered a lot of flak from the media and general public. Recently,
shareholders reportedly compelled Uber’s top-level managers to resign after allegations
of negative workplace cultures and sexual misconduct were publicly disclosed (CNN,
2017). Child labour, how products are produced with negative societal implications, and
internal safety and health impacts are all areas that need improvement.

Manufacturers expect their suppliers to act responsibly in the buyer-supplier
relationship (Shafiq et al., 2020). According to Jiang (2009), supplier codes of conduct
provide the cornerstone for managing suppliers’ ethical and socially responsible
operations. One of the most important aspects of the code of conduct is ensuring that
suppliers’ employees are treated equally and ethically and that their human rights and
safety are respected (Zorzini et al., 2015; Mani and Gunasekaran, 2018). Being ethical
also entails being open to the needs of the business. In its progress report, Apple, for
example, stated that it rigorously analyses the components in its gadgets to minimise and
limit exposure to hazardous substances that could be detrimental to people or the
environment, demonstrating transparency policy and a strategic advantage in the market
(Apple, 2019).

The ethical operation is intimately tied to success in the short and long run, as it is
with other business endeavours. The firm’s reputation in public, among other businesses,
and shareholders is critical in assessing if it is a good investment. Establishing a
company’s reputation on a guideline for ethical behaviour has long-term benefits, such as
the capacity to attract and keep highly talented employees and the ability to develop and
maintain a great reputation in the market. In addition, running a firm ethically from the
executive level strengthens the bonds between key stakeholders, adding to the firm’s
sustainability. Therefore, ethical practices are important in enhancing the social
performance of manufacturing firms.

5 Social issues in Malaysian manufacturing firms

The industrial sector’s expansion has exacerbated societal issues. It is because operations
in the manufacturing industry’s supply chain may negatively affect its employees. For
example, according to the Department of Occupational Safety and Health (DOSH)
(2021), manufacturing had the highest rate of occupational accidents in Malaysia, with
over 3,462 cases registered (Figure 2). In addition, Malaysia has 2.5 million migrant
workers, with another four million unregistered, most of whom are oblivious of
occupational safety and health (Thomas, 2021). As a result, educating Malaysia’s
millions of workers, particularly migrant workers, about health and safety at work is vital.
However, there is a lack of empirical data in Malaysia for resolving social concerns,
prompting the necessity for such a study.
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Figure 2 Occupational accident statistics by sector until October 2021 (reported to DOSH only)
(see online version for colours)

OCCUPATIONAL ACCIDENT STATISTICS BY SECTOR UNTIL OCTOBER 2021
(REPORTED TO DOSH ONLY)
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Figure 3 Accident reported 2018 vs. 2019 (see online version for colours)
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The manufacturing industry in Malaysia has grown fast, making it one of the most
important contributors to its economy. The demand for labour has increased as a result of
rapid growth. According to the Department of Statistics Malaysia (DOSM) (2021), the
labour force participation rate increased by 0.1 percentage to 15.37 million people in May
2021, up from 15.35 million the previous month. Compared to the April 2021
unemployment rate of 4.6%, the rate in May 2021 was 0.1% lower at 4.5%. In May 2021,
the labour force data grew by 4.2 thousand people to 16.10 million people, up from 16.09
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million in April 2021. Manufacturing sales in Malaysia were RM139.0 billion in January
2022, up 13.1% over January 2021. Electrical and electronics products (15.7%) all
contributed to the growth in sales value in January 2022.

According to SOCSO Annual Report 2019, it was observed that in 2019,
77,642 accident cases were reported, an increase of 5,011 instances or 6.90% above the
72,631 incidents reported in 2018. Industrial accidents accounted for 51.26% of the total,
while work-related commuting accidents accounted for 48.74%. Therefore, from
37,436 instances in 2018 to 39,796 cases in 2019, there was a 6.30% increase in
industrial accidents. At the same time, commuting accidents increased by 7.53%, from
35,195 instances in 2018 to 37,846 cases in 2019 (Figure 3). Therefore, manufacturing
firms must combat the safety of employees within the workplace and work-related
commuting to avoid any fatal mishaps. Furthermore, with the ongoing pandemic, firms
also face difficulties ensuring workplace safety for their workers and keeping a healthy
and secure environment, making occupational health and safety vital in the current
climate.

6 Discussion

With the social issues affecting manufacturing firms worldwide today, firms struggle to
survive in increasingly competitive markets. Coupled with the ongoing COVID-19
pandemic, it prompted firms to act rapidly to ensure that their operations were not
disrupted. As a result, firms must improve their competencies to remain competitive in
the market, ensuring that supply and demand are in balance as before the pandemic. As a
result, new regulatory challenges may surface, forcing policymakers to move efficiently.
In addition, the requirements of relevant parties, such as customers and NGOs, that are
linked to social requirements and measurement, such as producing goods that do not
harm society at large, must be addressed.

Besides that, firms and society must embrace new creative possibilities, which will be
crucial in assisting them in coping with and responding to existential crises, particularly
pandemics. Ensuring employees’ safety, health, welfare, rights, and equality is vital.
Child labour, gender inequality, and work-life balance, for example, should all be
improved over time, even though these issues represent obstacles to firms. Making the
transition from working remotely to being back on site necessitates meticulous planning
in terms of standard operating procedures. Additionally, firms must be ready to manage
employee momentum and enhance motivation. Employees can be brought up to full
speed in working in a new environment through retraining and skill development.

Firms would need to continue promoting the importance of ethical business practices
within the operations and embrace them as part of their corporate culture. Purchasing
activities, manufacturing goods free of dangerous components and designing products
that are beneficial to users and worth the price are necessary. In addition, employee
treatment and appropriate rewards would motivate employees to work ethically.
Furthermore, firms should consider public’s perception of ethical issues when
establishing business strategies. For example, how the general public views firm and how
firms should operate could add value to the firm. Undesirable behaviour can reduce a
firm ‘s profitability, although following ethical business practices can help develop a
more positive reputation.
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Theoretically, we argue that a lack of empirical study to measure social sustainability
and framework needs further discussion. It is vital especially to handle the related social
issues in the society and community. Further study needs to investigate the
manufacturing firms’ practical efforts to improve social performance. Knowledge may
also be useful in determining the driving forces that may impact social concerns or how
they may affect a firm’s operations.

7 Conclusions

In manufacturing industries, social sustainability in supply chains continues to make
waves. The significance of social sustainability cannot be overstated, as it sets the tone
for societal progress. Governments, investors, employees, customers, and
non-governmental organisations pressure manufacturers to solve social issues. With
current pandemics, firms must respond quickly to multiply efforts to improve social
performance. To remain competitive, businesses are swiftly moving toward
sustainability. As a result, firms must stay relevant to stay competitive. The discussions
have focused primarily on social issues, including ethical considerations. We found some
of the elements of social sustainability from supply chain perspectives. Our findings
suggest that current organisational theory should include public perception and readiness
to accept a new culture.
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