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Tesla 
is now 
focused 
on the 
produc-
tion of 
batteries 
which are 
c o b a l t -
free. This 
new pivot 
could help 
reduce the 
cost of EVs. 

B u i l d -
ing regula-
tory pres-
sure means 
that beyond 
the PR risks, 
firms do need 
to think care-
fully about 
the legality 
of their busi-
ness practices. 
“The risks for 
corporates are 
increasing sub-
stantially in this 
area,” explains 
Richard Reich-
man, a partner at 
law firm BCL. 

While the reg-
ulatory require-
ments around this 
are fairly soft in 
the UK now, they 
are hardening, says 
Reichman. The Mod-
ern Slavery Act and 
the Environment 
Act are both being 
strengthened regard-
ing supply chains. 
Other jurisdictions 
are going even further. 
France has introduced a 
Corporate Duty of Vigi-
lance Law that requires 
companies to identify 
and prevent harm to 
human rights and the 
environment in their 
business practices. Now 
the EU looks set to follow 
suit in strengthening its 
rules, says Reichman. 

“It’s crucial to implement 
and review due diligence 
procedures to respond to the 
increasing risk,” he advises. 
Get the comms right too, 
and there’s an opportunity 
for brands to stay on the right 
side of that threat. 

Commercial feature

Putting consumers 
at the heart of the 
supply chain
As consumer habits change, supply chains need 
to adapt to reflect the surge in online shopping

he way we shop has changed, with 
people increasingly looking to 
the convenience of buying online 

rather than making a trip to the shopping 
centre or high street. And with this shift 
has come a parallel move towards direct-
to-consumer (DTC) selling, a model which 
cuts out intermediaries and calls for a more 
consumer-centric supply chain.

“Traditionally, the supply chain ended 
at the retail store – that was where people 
went to shop,” explains Will Lovatt, general 
manager at fulfilment solution specialist 
Deposco Europe. “But in a consumer-cen-
tric world, that has changed, with shoppers 
now able to order through their chosen 
device and at a time that suits them.” 

Of course, if retailers, manufacturers 
and third-party logistics (3PL) compa-
nies want to service consumers via these 
DTC channels, the underlying fulfilment 
technology must be able to handle unfa-
miliar workflows and volumes, as well as 
coping with a range of technical complex-
ities. “Modern fulfilment technology has to 
be able to accept orders from all of these 
channels, all of the time, and have a real-
time view of inventory across the whole 
supply chain network,” says Lovatt.

Deposco has therefore developed a pur-
pose-built, web-based platform to support 
global businesses operating their own fulfil-
ment centres, as well as a growing number 
of 3PLs who take Deposco’s solutions and 
offer them as a service to their end cus-
tomers. The software helps firms to intelli-
gently route their orders, giving a real-time 
view of the inventory across the whole busi-
ness. This can help the company to optimise 
orders and bring products together effi-
ciently from different locations.

Many ecommerce systems have grown as 
their customers have grown, says Lovatt, 
but this can be restrictive and often means 

they lack the IT architecture needed to 
support a truly global enterprise.

And while other traditional legacy solu-
tions may offer a similar level of order and 
warehouse management as Deposco, he 
says, they can’t react as quickly and help 
customers take advantage of the rapidly 
changing retail landscape.

“Retail and ecommerce are fast-mov-
ing and fast-changing,” continues Lovatt, 
“and we need to offer a service that is 
agile enough for companies to react and 
take advantage of new channels. Who, for 
instance, would have predicted a few years 
ago that from a sales perspective, TikTok 
would have become the biggest social 
media ecommerce gateway?

“This is one of the reasons we do a lot of 
work with 3PLs, because when they pick 
up a new customer, they need to start ser-
vicing them as soon as possible, and that’s  
our specialism.”

Lovatt also has an eye on boosting ware-
house productivity. Traditionally, fulfilment 
processes were set up for bulk delivery to 
retail stores, and wholesalers didn’t have 
the scale or flexibility to allow single items 
to be selected. Deposco offers a solution to 
this, with multiple strategies able to react 
to different warehouse scenarios.

“There’s plenty of anecdotal evidence 
about people walking 20km a day around a 
warehouse in order to fulfil orders. That may 
be good for their fitness, but it’s not good 
for company productivity,” says Lovatt.

Some systems only allow for a single 
picker at a time to fulfil an order, but if 
that involves hundreds of different items, 
that’s not efficient, he says. Deposco can 
introduce zonal strategies, with individu-
als looking after certain areas of the ware-
house, and software that will help to pick 
and sort across multiple users, with the 
final order being consolidated into one 
customer-specific packed order.

Deposco can also help clients meet 
their sustainability targets. “A well-man-
aged supply chain means less waste and a 
smaller carbon footprint,” says Lovatt. It’s 
also possible to achieve reduced over-
stocks, fewer emergency orders and fewer 
products going out of date. 

“We also understand the dimensions of 
products, so we can pack intelligently into 
an appropriate sized package, which means 
vehicles aren’t carrying fresh air,” he adds. 
“Helping companies to make these small 
incremental changes can really add up.”

For more information visit deposco.com
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Retail and ecommerce 
are fast-moving and fast-
changing. We need to 
offer a service that is agile 
enough for companies to 
react and take advantage 
of new channels

Tread carefully: the 
art of ESG disclosure

hen Boohoo was accused of mod-
ern slavery in 2020 because of 
the working conditions in one 

of its suppliers’ factories in Leicester, its 
share price fell by 18%, retailers dropped 
the brand and it was facing a possible US 
import ban. The case was an object lesson 
in the importance of supply chain due dili-
gence – and handling the communications 
around it effectively.

Boohoo is far from the only high-profile 
UK firm to have been caught up in scandal 
affecting a supplier. Dyson is facing com-
pensation claims alleging that working con-
ditions in a Malaysian factory were unsafe 
and exploitative. Tesco, meanwhile, is deal-
ing with a class-action lawsuit brought by 
workers at a Thai factory that made gar-
ments for its F&F brand until 2020.

Companies have long been aware that 
the blowback from ESG-related failures in 
supply chains can eviscerate reputations, 
incur fines, trigger lawsuits and, in the 
most severe cases, end operations entirely. 
As consumers become more ethically con-
scious and regulatory bodies strengthen 
their rules, the stakes are rising. How, then, 
should companies communicate their ESG 
due diligence and if the worst-case scenario 
arises where an ESG-related failure is dis-
covered in the supply chain, how should 
they respond?

“Transparency and honesty are crucial,” 
says Helen Ellis, head of consulting at Team 
Lewis, a marketing and communications 
agency. “It’s important to own a mistake. 
Ultimately, it comes down to trust and hon-
esty; it’s about trying to very quickly say, 
‘Yes, this has failed’. Then it’s about com-
municating and explaining what you’re 
going to do differently going forward.”

Alex Harrison, co-head of projects and 
energy transition at law firm Akin Gump, 
agrees. “It’s not the crime. It’s the cover-up. 
At its heart, ESG is about integrity. A com-
pany that discovers a supply chain issue 
should look to be as open and honest as it 
can be about the problem.”

But Harrison counsels against rushing 
out a statement, beyond acknowledging the 
problem and a willingness to respond to it 
appropriately. “A company may not have all 
the facts, or its suspicions may be disputed 
or unfounded… the company may not be 
free to disclose all the information available 
to it for legal or regulatory reasons.” Instead, 
a balanced account of what a company does 
or does not know (and is able to share), may 
be the best approach; what is paramount is 
not burying one’s head in the sand. 

Perhaps more important than acknowl-
edging and communicating about the inci-
dent itself is the action that companies take 
afterwards – and how that is communicated. 
The widely publicised 2013 Rana Plaza dis-
aster in Bangladesh, where an eight-storey 
commercial building housing five garment 
factories collapsed, was a major turning 
point for not just one company, but for the 
whole fashion retail industry. 

Companies banded together to create 
associations coordinating their efforts 
to address the problems highlighted by 
the incident. Some of the measures taken 
included overhauling supplier auditing 
practices, including broadening the scope 
of what was included in an audit to cover, 
for example, the safety of factory infra-
structure and workers’ rights. Companies 
also started to invest more in their suppli-
ers, transforming a purely transactional 
relationship into a more collaborative one. 

Talking publicly about the steps you’re 
taking to improve can be a good response in 
the weeks, months and even years following 
an ESG scandal in your supply chain. After 
all, the questions won’t stop once you’ve 
made a commitment to improve: compa-
nies will face scrutiny on whether they have 
followed through. 

Take the Boohoo example. “Boohoo 
quickly sought to rebuild consumers’ 
trust,” says Ryan McSharry, UK head of cri-
sis and litigation at international PR firm 
Infinite Global. “It launched a QC-led inves-
tigation of its supply chain, hired an inde-
pendent factory auditor and announced 
the creation of its own ‘model factory’ that 
would demonstrate best practice in terms 
of workers’ rights.” 

A 2022 report highlighted progress in 
Boohoo’s work on its supply chain in terms 
of sustainability and ethical compliance. 
But two years on from the scandal breaking, 
activists and shareholders are still criticis-
ing the company for alleged low wages, and 
the lack of repayment of historically under-
paid wages.

Some brands try to get ahead of supply 
chain-related accusations through com-
plete transparency. But clumsy messag-
ing can result in accusations of hypocrisy. 
When the self-billed ethical brand Tony’s 
Chocolonely publicised 1,701 incidents of 

child labour in its supply chain, it said that 
this openness was supportive of its aims of 
discovering and eradicating child labour 
and slavery in its business. Instead, the rev-
elation led to criticism, such as from Ayn 
Riggs, founder of Slave Free Chocolate, who 
said that Tony’s was “pitching virtue to con-
sumers” while engaging in bad practices. 

But transparency can only go so far. 
Mercedes-Benz has published informa-
tion about its sourcing of cobalt – the ele-
ment used in electric vehicle (EV) batteries 
– which is mined in the Democratic Repub-
lic of Congo (DRC) under conditions which 
often violate human rights guidelines. The 
company has claimed to be committed to 
the goal of only using “certified” mining 
sites that have undergone auditing but in 
practice it is incredibly difficult to avoid this 
problem when buying cobalt from the DRC. 

What’s the best way 
for communications 
teams to manage 
reputational issues in 
the supply chain? 

THE WEST’S RELIANCE ON CONGOLESE COBALT IS BECOMING 
A REPUTATIONAL HEADACHE

Top countries for cobalt mining in 2022, in metric tons

US Geological Survey, 2023

Laurie Clarke
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The mining sector 
in the Democratic 
Republic of Congo 
is poorly regulated
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Transparency and honesty 
are crucial. It’s important 
to own a mistake

Commercial feature

or any firm with a sales pres-
ence in multiple territories, 
keeping on top of receipts and 

invoices can be a near constant task. 
Software giant Citrix, which operates 
in APAC, EMEA and Japan, among other 
jurisdictions, employs a designated 
accounts payable department, as well as 
the latest travel and expenses monitor-
ing assistance. However, in a fast-mov-
ing business, manually selecting and 
chasing VAT refunds across interna-
tional transactions became increasingly 
difficult, says Judith D’Aguilar, global VAT 
director at the company.

“We had a whole accounts pay-
able department looking at manual 
expenses, choosing the invoices they 
thought were reclaimable and process-
ing the expenses in a very manual way,” 
she says. “We had complaints because 
it took a long time for payments to be 
made to employees, who had to go back 
and get receipts where there were none. 
Sometimes AP staff didn’t know how to 
categorise expenses; that manual pro-
cess is prone to errors and delays.”

With these friction points, Citrix 
suspected that VAT refunds were slip-
ping through the cracks. The company 
onboarded VAT IT to simplify processes 
and optimise recovery, only paying the 
firm a fee if funds were recovered.

In the first year, VAT IT recovered 
$900,000 (£750,000) for Citrix. “We 
can now say we are maximising our 
reclaim for all these entities. We can 
also see what is being incurred from an 
expense perspective, as well as what is 
recovered and what is in the pipeline.”

VAT IT specialises in identifying and 
reclaiming tax refund opportunities 
for international businesses using 
a mix of human and technological 
expertise. Operating like a VAT bounty 
hunter, the firm, which has 23 years of 
experience, only charges if it manages 
to recover money. 

VAT IT has pulled back as much as 
£10m in a single year for a client. Yet the 
number of international businesses, 
both large and small, leaving cash on 
the table is growing in a rapidly chang-
ing global climate, says Marc Sevitz, 
managing director for global opera-
tions and enterprise at VAT IT.

“Citrix is a great example. As a suc-
cessful global software business, it has 
sales teams moving between coun-
tries who stay in hotels and have travel 
expenditure that we recover VAT on,” 
he says.

“Smaller businesses are also miss-
ing important returns. If a firm gets 
back £200,000, that can make or break 
the business. In staffing costs, that 
£200,000 could mean five or six decent 
hires. How many sales or manufacturing 

staff is that, that could then help grow 
the business? That’s a whole evolution 
it might have left behind.”

International businesses have faced 
significant upheaval in recent years due 
to the pandemic, Brexit and the war in 
Ukraine. This has often forced them to 
switch supply chains and be exposed to 
new territories and jurisdictions. This 
means many firms are not aware of the 
refunds they are leaving unclaimed, 
says Sevitz.

“Brexit laws were such that it made it 
harder to recover VAT. The previous EU 
process was more digital, now the post-
Brexit UK is much more manual. Saying 
to a business they have to do more 
paperwork forces extra time and extra 
mistakes. We see that in the money we 
reclaim for businesses,” he adds.

Lockdown also forced people to work 
from home and while businesses have 
invested in new technology, many have cut 
costs in the subsequent economic down-
turn, says Sevitz. “Often one of the first 
things to go is finance teams. Businesses 
say they are going to do VAT internally and 
remotely across departments, yet none 
of whom are working in one office. That’s 
where mistakes get made.”

VAT refunds can be uncovered in the 
most unusual of places. For instance, 
pharmaceutical companies often find 
themselves using millions of test tubes 
each one produced in two different 
territories: the glass vials in one juris-
diction and plastic tops in another. 
A single fashion item may have but-
tons, cotton or zips produced in mul-
tiple places. This can mean VAT costs 
incurred at different points have to be 
claimed back.

Few firms are more vulnerable to this 
than a soft drink firm that sells 500 mil-
lion bottles and cans across 28 coun-
tries. Before the firm partnered with 
VAT IT in 2018, not only did it need to 
claw back money from across varying 

territories and products, it also needed 
to marry up any VAT analysis with an 
expense management process that was 
complicated and dependent on inflexi-
ble technology.

The international firm was able to 
simultaneously sync its existing tech-
nology with VAT IT’s ‘VAT Cloud’, a 
cloud-based platform that has real-
time reporting capabilities. 

“VAT Cloud easily extracts expense 
data from Chrome River and auto-
mates, centralises and enhances the 
company’s VAT recovery and compli-
ance,” says a spokesperson from the 
company. “Refunds go straight back 
into the business, boosting cash flow 
for future investment. It is easy to 
standardise and centralise VAT compli-
ance when we originally thought it was 
a heavily localised function. Best of all 
is that VAT Cloud is easily accessible to 
our global VAT teams.” 

The VAT Cloud client interactive 
portal allows businesses to have a con-
tinuous up to date view of their VAT 
claims process, what refunds are suc-
cessful, and what is happening with 
each invoice and expense. This visibility 
gives critical insight into funding.

Alongside this technology, VAT IT has 
a strong human element, says Sevitz. 
“We are not just paper peddlers, we do 
not just take a firm’s invoices and give 
them to a VAT authority, we understand 
the process from end-to-end and know 
what to ask for. We have a team of 50 
legal experts who work solely on under-
standing whether complex transactions 
have a VAT recovery opportunity and if 
there are queries from the tax office we 
answer those as well.”

Whether a business currently puts all 
its invoices and expenses in a drawer 
or a box, or uses an up-to-date digital 
expense management system, VAT IT 
can seamlessly collect them and imme-
diately get to work, bringing value back 
into the business. 

As D’Aguilar at Citrix says: “VAT IT has 
led us right. It has recovered for us and 
we’ve never had an audit because the 
firm reclaimed something it shouldn’t 
have. The company understands the 
rules, we trust them; it’s a win-win.”

For more information visit vatit.com

The hidden opportunity 
in recovering VAT 
Businesses suffering due to rising costs and supply chain 
issues are often too busy to spend time clawing back VAT 
refunds from international transactions. But getting back 
these funds does not need to be costly or time-consuming

 
The number of 
international 
businesses, both  
large and small,  
leaving cash on the 
table is growing rapidly

F


