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Agenda

Â Introduction

ÅWhat do we mean by sustainability and why is it important?

ÅSustainability and the global crisis

ÅSupply Chains ïThe litmus test for sustainability 

Â Sustainable Supply Chain Strategy

ÅDeveloping a sustainable supply chain strategy ïapproach and best practices 

Â Workshop

ÅIntroduction

ÅWorkshop exercise ïsustainable supply chain assessment

ÅGroup presentation and discussion

Â Wrap-up / Q&A
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Introduction to sustainability
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One planet

Today

Five planets

Future, 20xx

As billions of people improve their living standards, 
resources will inevitably become limited

20%

80%

Resources

20%

80%

# People

7 bn.
100

(indexed)

98%

Resources# People

7 bn. + X 500

ÅDeveloping countries 
strive to increase 
standard of living

ÅCurrent systems 
reach their limits in 
our lifetime 

ÅSharply rising prices 
indicate fierce 
competition of 
resources

ÅStrains on business 
operating models

90%

10%

Source: A.T. Kearney, External Research

Why Sustainability Matters
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Oil provides a good illustration of how resource availability 
and resource use pose a challenge
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Years

Difference between Annual World Oil 
Reserves Additions and Consumption
(in billion barrels)

Distribution of per capita resource consumption by 
Continent

Note: Gtoe = Billion tons of oil equivalent

Sources: BP Statistical Review of World Energy 2007, CIA World Factbook

Why Sustainability Matters

The only way to survive this environment is to focus on ñsmarterò resource usage

Supply Scarcity Consumption Rates
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TechnologyDemographics

Companies must manage to a triple bottom line as they  
confront a changing global environment

Economic 
Development

+

Social 
Wellbeing

+

Environmental 
Protection

Sustainability=

V

V

V

V

Globalization Consumption Patterns

Natural Resources & Climate 
Change

Government Regulations

ÅChange of labor laws
ÅIncrease of ñgreenò 

policies 
ÅEx: Carbon Tax; San 

Francisco bans plastic 
bags

ÅñGreenñ consumers
ÅSocial awareness
ÅEx: European demand 

for Fair Trade products 
growing over 40% per 
year

ÅGlobal warming
ÅIncreased demand for oil 

and natural gas
ÅEx: Pricing in of CO2 

cost in energy prices

ÅNew markets
ÅLabor migration
ÅEx: 500 MM new 

consumers out of poverty 
from 2000 to 2015, mainly 
in emerging economies

ÅMulti-country 
establishment of a firmôs 
value chain
ÅEx: Growing quality and 

safety concerns from Low 
Cost countries

ÅRenewable energy
ÅEx: Solar, Wind and 

other types of energy 
are becoming 
increasingly available 
but not yet cost effective

Drivers of Change Drivers of Change

ñTriple-Bottom-Lineò

Sustainability challenges

ñSustainability is development that meets the needs of the present without 
compromising the ability of future generations to meet their own needsò

Source: Brundtland Commission definition of sustainability
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Leaders recognize both the threats and opportunities 
presented by the changing environment

Sustainability can be a é

Revenue

Costs

Risk Opportunity

Source: A.T. Kearney, External Research

ÅNew Products 
(e.g., Hybrid, Solar, Organic)

ÅNew Markets 
(e.g., Micro-Business model)

ÅPrice Premium 
(e.g., green, fair trade, & organic 
features)

ÅCarbon Tax

ÅExploding Commodity Costs
(oil at $110/barrel)

ÅSustainability Administration

ÅLocalization of Supply Chains

ÅDeclining relevance of current 
product portfolio (e.g., SUV)

ÅBoycott (e.g., Nike)

ÅSafety Disaster 
(e.g., toys, toothpaste)

ÅLost business                              
(e.g., transportation companies 
unable to specify CO2 footprint)

"Revenue Threat"

"Cost Peril"

"Growth Platform"

"Efficiency Booster"

ÅEnergy Efficiency 
(e.g., Wal-Mart)

ÅProduct Specification Optimization
(e.g., design, material usage, yield)

ÅValue Chain Optimization 
(e.g., manufacturing/network design, 
service levels)

"Revenue Threat" "Growth Platform"

"Cost Peril" "Efficiency Booster"

Sustainability Challenges  & Opportunities
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Although different industries are affected differently by the 
sustainability challengeé

Simplified

High

Low High
Impact on cost

e.g. Energy, Commodities, Natural Resources
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Manage costDifferentiate

All or nothingRide the wave

Energy

Utilities

Automotive

Chemicals

Government
Media

Financial institutions

Pharma

Renewable energy
technology

Prof Services +
IT

Retail

Agriculture
Transportation

FMCG
Pulp 
and 
Paper

Forestry

Source: EIU Survey; Goldman Sachs; A.T. Kearney anslysis

Industry impact matrix ïsustainability challenge

Sustainability Challenges  & Opportunities
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éwinners will emerge from those that adopt a different 
mindset

Passive Cost-Minded

Building Competitiveness
(Sustainability 2.0)

Business
Objectives

Execution

Strategy

Scope

ÅRisk and Compliance Focused

ÅReputation protection

ÅSelect Priority Initiatives

ÅñRe-packagingò of track-record

ÅTop- Line Oriented

ÅEfficiency focused

ÅHolistic/All Business Elements

ÅLinks to tangible objectives

ÅCompany-Centric

ÅFocused on one dimension

ÅLooks within & without 4 walls 
ÅConsiders both forces and objectives

ÅDecentralized

ÅDirector-Level

ÅCenter-Led w/ dedicated resources

ÅFormal x-functional collaboration

Culture
ÅEmployee Education & Outreach

ÅNot a priority area of focus

ÅEmployee Community Leadership

ÅPart of corporate DNA

How leading companies approach the sustainability challenge

Sustainability Challenges  & Opportunities
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With the collapse of the market, and the global downturn, 
should sustainability continue to remain a priority?

Dow Jones Industrial Average
9/17/2001-2/6/2009

Source: Yahoo Finance

Sustainability & Global Crisis
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Sep 08, 2008: US Govôt 
takes control of Fannie 

Mae and Fredie Mac

Potential concerns for 

investing in sustainability 

in current economy

ÅCan we afford to invest in 

sustainable practices as we 

struggle to survive in this 

downturn?

ÅWill the investors understand 

the long term benefits of 

sustainability vs. delivering short 

term performance?

ÅHow can we remain competitive 

if sustainability will increase 

costs?

ÅCan we extract a price premium 

for sustainability?
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There are three reasons why companies should continue to 
focus on sustainability

Continue 
investing in 

Sustainability

1. Sustainability concerns will 
persist even after the crisis 

has past

ÅScarcity of resource (e.g. water, oil); 
climate change/ human rights and 
corruption

ÅGovernment regulation (e.g. carbon 
regulation)

ÅConsumer awareness (e.g. purchasing 
decisions with sustainability in mind)

2. Capitalize on opportunities 
while competitors focus on 

crisis
ÅSustainability can create competitive and 

ethical differentiation

ÅCost savings through innovative ways to 
reduce consumption and change ways of 
doing things to fuel future growth

ÅCompetitors may well be focused on short-
term actions to ñfightò the crisis

3. Access to capital

ÅInvestors and lenders are taking into 
account environmental concerns into 
lending and investing requirements (e.g. 
HSBC, BoA, Pension Funds) due to 
potential for penalty and long term view of 
company prospects

ÅIn times of crisis, equity investors are 
rewarding companies with better 
sustainability efforts

Source: WRI, ñGlobal Environmental Crisis Changes How Banks Do Businessò; MIT Sloan Management Review, ñSustainability as Fabricò

Sustainability & Global Crisis
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Evidence suggests that in crisis, investors are willing to 
reward ñsustainableò companies 

n = 99 sustainable companies

Industry Average Better Sustainable Companies Better

Indexed Stock Price Performance Percentage Differential  to Market

Note: Indexed stock prices at ~3 mths=Sep 8, 2008 and ~6 mths=May 19, 2008 to current date, Nov 24, 2008. % Performance Differential calculated by taking the percentage point difference of 

averaged sustainable companies indexed performance to the market indexed performance over the market indexed performance; sustainable companies include DJSI World 80 2008/2009 + DJSI 

2008 Supersector Leaders + Goldman Sachs Sustain Focus List for mature industries.

Source: Bloomberg

Åfocus on long term 
health vs. short term 
gains

Åencourage stronger 
corporate governance

Ådemonstrate sound 
risk management 
practices

Åhighlight history of 
investment into green 
innovation

Investors are 
potentially rewarding 
sustainable practices 
because theyé

Stock performance differential, sustainable companies vs. 
industry peer (in %)

Sustainability & Global Crisis
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Source: Company Reports, GS Sustain Report, June 22, 2007

Case Study: Integrating sustainable practices can help 
decrease operational costs and increase sales and 
profitability

Case Study:  Integrating Sustainable Practices into Global Business Strategy ïFood and 
Beverage Company

Situation Results

Key Market Differentiators

The company believes that for a business to be successful in the 
long term, it has to create value for shareholders and society. The 
company is committed to creating value not only for its 
shareholders, but also for society. It recently released its first 
2007 sustainability annual report providing key metrics around its 
impact and efforts.

ÅHolistic approach through consideration of business impacts on 
environment, employees, societal development, and consumers

Å Focused on long-term horizon while still delivering strong annual 
results

ÅCEO: ñWe will not sacrifice long-term development for 
short-term gain.ò

Å Integrate sustainability, not as philanthropy, but as a fundamental 
part of business strategy

ÅDrive sustainable practices from top-down

Å Instill strong corporate governance practices to help protect against 
risky behavior

Å 29 out of 30 GS Sustain score for corporate governance

Å Integrated sustainable practices at each stage of the value chain

ÅDecreased operational costs through efforts to reduce 
environmental footprint

Å 76% increase in production volume since 1998, while 
reducing greenhouse gas emissions by 16%, energy use 
by 3% and water use by 28%

Å Improved energy efficiency saves around 33MM CHF in 
2007

ÅOptimized packaging volume cost savings of 584MM CHF 
over 16 years

Å Improved earning capacity and creation of skilled workforce 
through focus on employees well-being

Å 2.2 average number of successors per Key Business 
Position

Å Increased sales and profitability for company through improved 
nutritional content for consumers

Å 60/40+ program identifies products with 60% consumers 
taste preference and high nutritional value resulting in 
14.6B CHF product sales in 2007

Sustainability & Global Crisis
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An A.T. Kearney study revealed supply chain as critical 
enabler to meeting high priority sustainability objectives

Supply Chain Enabled Objectives

Improving the environmental footprint of existing products/services 
(e.g., use of recycled materials, reducing packaging and waste

Developing new products that help reduce or prevent 
social or environmental problems 

Communicating your organizationôs performance on 
sustainability to investors and stakeholders 

Improving energy efficiency across global operations 

Working with governments to promote sustainable 
development in the countries you operate in 

Improving the local environment around operating facilities 

Acting to enhance the impact of the organization on the 
communities around operations 

Reducing greenhouse gas emissions 
and/or waste/pollutants 

Implementing stronger controls over suppliers 
on human rights standards 

Implementing stronger controls over suppliers 
on environmental standards 

Sources: EIU Survey; A.T. Kearney analysis

óLeadingô to óHighô Priority Objectives ïNext 5 Years

Supply Chain & Sustainability
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Providing supply chain leaders with an opportunity to drive 
competitiveness 

Challenges Opportunities

ÁMost issues ïenergy usage, labor practices, waste 
generation, quality of life ïconcerning sustainability 
directly affect the value chain

ÁHigher administrative burden required to meet 
consumer demands to hold nth tier supply sources 
responsible for sustainability

ÁTraditional cost/benefit calculations can no longer 
be assumed valid (e.g. low cost country sourcing may 
reduce costs but increase carbon footprint)

ÁNew data requirements (e.g. emissions tracking), 
skills, and capabilities will be critical to incorporate 
sustainability into the supply chain organization

ÁNot delivering on sustainability can create negative 
market perception and brand image for the company

ÁSupply chain can access non-traditional budgets to 
obtain capital for upgrading existing facilities and 
equipment ïto make them more sustainable

ÁImprovements to sustainability metrics can now 
facilitate historically tough decisions (e.g. plant 
closures can benefit from reduction in carbon footprint)

ÁSupply chain can aggressively dialogue with 
business partners for efficiency improvements (e.g. 
engage marketing for SKU complexity optimization)

ÁImprovements in brand image from Sustainability 
metrics allows Supply Chain to claim top line impact

ÁSuccess in delivering Sustainability now has much 
higher value ïraises supply chainôs functional 
profile within larger organization (e.g. innovation)

Sustainability... 

Supply Chain & Sustainability

Despite increasing number of sustainability topics on CEO agendas, many companies 
are still lagging in integrating sustainability into its functions
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Sustainable Supply Chain 
Strategy
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A recent study of 60 companies reveal most firms lack the 
formal direction and processes to fulfill sustainability 
commitments

Have in Place Do not Have in Place

Organizational Procedures
(% of Respondents) 

Sustainable Supply Chain Study

Source: A.T. Kearney Sustainability and Supply Management Survey, December, 2008
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Furthermore, many lack a comprehensive and robust way 
to track their own and suppliersô sustainability 
performance

Track Metric Do not Track Metric

Average % of 
Firms 

Tracking 
ñClassicò 

Metrics = 44%

Average % of 
Firms 

Tracking 
ñAdvancedò 

Metrics = 22%

Usage of Supplier Sustainability Metrics
(% of Companies) 

Sustainable Supply Chain Study

Source: A.T. Kearney Sustainability and Supply Management Survey, December, 2008
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Level of knowledge with availability of green features supply market has to offer on different spend categories
(% of Companies) 

On key spend categories, firms also have limited 
knowledge of available green features

Extensive Expertise Somewhat familiar Not familiar / Not Applicable

Do you know how to integrate sustainability into your supply chain organizations?

Sustainable Supply Chain Study

Source: A.T. Kearney Sustainability and Supply Management Survey, December, 2008


