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Sustainability and the Triple Bottom Line
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The Better Model
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The Sustainability Movement Nears a
Tipping Point

Cumul Number of B
2,500
2,000 A
When did the topic of
1500 sustainability first appear
: on your organization's
management agenda?
1,000
500
0

Before 1974 1979 1984 1989 1994 1999 2004 2009 2011
1970
Year Sustainability First Appeared on Management Agenda
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“Embracers” vs. “Harvesters”

Last year: Embracers
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Embracers

o

Where is sustainability
on the management |
agenda? “Permanent”

This year: Harvesters  The effect of sustainability-related

onorg ions’ profitability

Added to profit Broke © Subtracted Don't
Harvesters even from profit know

we [FEEN ¢ KIS
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What are the greatest benefits to your
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as top three in g ility?
benefit Both groups see
50% brand reputation
3 Embracers see Cautious adopters see
as top benefit i ’
competitive advantage benefits mostly in reduced
as much more important costs due to energy and
0% benefit of sustainability material efficiency and in
than cautious adopters igati
P 4 risk mitigation M Embracers
Cautious Adopters
0% \H
%
Improved Increased Access Increased Reduced Better Better  Improved Reduced Improved Improved Enhanced Reduced Increased There
brand competitive tonew  margins costs due i ion i ion pi pli costs g1 y  ability risk are no
reputation advantage markets or market toenergy of business of product/ of how dueto compliance toattract investor productivity benefits
share due to efficiency models and service well  materials and retain  relations
sustainability processes offerings companyis or waste top talent
positioning managed efficiencies
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Resources & Environment

Finite Infinite
Planet Desires
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The Challenge

Sustainable
population
at a middle
income level

Billion people
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4 Sustainable
population
at a high
income level

1950
1960
1970
1980
1990
000
2010
020
030
040
2050

- World = Asia (excl. Middle East)
=== Developing countries == China
=== Developed countries m— India
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Sustainability vs. “Green”

According to the World Business Council for
Sustainable Development: Sustainability is meeting
the needs of the present without compromising the
ability of future generations to meet their own needs

*Green has a primary focus on the environment

*Sustainability includes environment & social

MIT




“Traditional” Supply Chain Management

 All parties involved, directly or indirectly, in fulfilling a
customer request

* Source of competitive advantage
— Innovative business models
— Value creation
— Efficiency

E. Blanco © 2012 MIT CTL. Do not Nl-
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What is green supply chain management?

* Itcaninclude
— Reduction of energy use & renewable alternatives
— Cutting water volumes & countering contamination
— Reducing, scrubbing or sequestering GHGs
— Decreasing quantities of waste
— Recycling
— Packaging material reductions
— Reverse logistics
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Green SCM in one slide

Reduce Resources Renew

| | | | | !
ENIE I e
}
Reuse
Waste Eliminate

Five steps to develop a sound
Green SCM Strategy

1. Gauge
Pressures
2. Take
5. Engage Strategic
Stance

I's
4. Set Goals & 3. Measure
Targets
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Common Green Focus Areas

Energy - Non renewable source

Water - Displacement & contamination

GHG - Climate Change Risks

Waste - Disposal impacts
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Five steps to develop a sound
Green SCM Strategy

1. Gauge
Pressures

2. Take
5. Engage Strategic

Stance

4. Set Goals & 3. Measure
Targets
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choices

a b
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Green Strategic Stance
pressures
|
|
resources regulations markets reputation
, breach exit damage
resist - .
relocate ignore control
react conserve compl meet communicate
secure Py satisfy brand
. substitute | obviate need drive transform
innovate
expand exceed create embed
Prioritize, quantify & align with business drivers ...
Adapted from Paquette, MIT 2005
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Carbon Footprint

Breakdown

11%

29%

H Transportation

¥ Packaging
Farming

" Disposal K 2 /
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Banana Carbon Footprint
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Enhanced farming
practices | CosT ™
Focus on
logistics
Farming: Farming: Packaging Transport Ocean Port Transport Ripening Transport Retailer Transport Disposal Banana’s
Operations Chemicals to transport operations to ripening to retailer to stores Footprint
outbound center Dc
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GHG Emission Factors

GHG Protocol NTM,

Initiative,

us? Sweden?

McKinnon*
UK Freight3

McKinnon**
UK Freight?

1,420 to 1,925

1,420 to 1,925

Source [1] : WRI-WBGSD (2003): GHG Protocol Initiative Emissions expressed in grams CO2 per metric tonne per km
Source [2] : Network for Transport and the Environment (NTM), Sweden as quoted by Mikel Hansen, Maersk Logistics (2007)
Source [3] : A. McKinnon (2007): CO2 Emissions from Freight Transport in the UK

* Emission based on load factor equal to 85% for truck shipment and 65% for rail shipment.

** Emission, based on a load factor equal to 40% for heavy truck and rail shipment.

LH = Long haul (>1,600 km); SH = Short hau(£500 km)-

Effort

Footprint
Class

CSR Driven

«—_

-Business Driven

adequate
measurement
systems

Reporting/
Compliance

Simple
Corporate
Footprint

GHG Protocol
Scope 1 +2

Strategic Objective

Industry
Standard
Footprint

Scope 1 + 2 of
GHG Protocol company and
Scope 1 +2 and directly
EIO LCA Scope 3 commissioned
assets

Blue, green &
grey water of

Direct water
consumption +
pollution

Environmental
Metric

Direct Level A or
B Blue Water +
pollution

direct and
directly
commissioned
assets (Level A +
B)

v

Strategic/
Innovate

Moral Supply Product
Chain Footprint Footprint

Process based
LCA

Level C product
water footprint
(blue, green,
grey) or virtual
water
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Five steps to develop a sound
Green SCM Strategy

4. Set Goals &
Targets
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Bottled Water:
Carbon-Efficient Network Redesign

.
T Philadelphia, PA

l Log/Angeles, CA
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Pacific Los Angeles, CA
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Source: Andrieu & Weiss, MLOG 2008
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Pacific Philadelphia, PA
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Bottled Water:
Packaging Waste

— 15 100% recyclable oerm T ~—
y | ‘ w—
UNCURD -

— Features a new label
that's 30% smaller

Is made with 30% less
/ plastic than the average [

\ half liter bottle™
A
w
: '\\ Easy to carry
{ ,
! — Is flexible so it's
easier to crush for
recycling
e B INCONCORD

Ethanol:
Good intentions, lack of a SC view

i
\ \\\"
‘ Wt
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Concentrated Detergent:
in Engagement Needed

’\\
CARBON
TRUST

Tesco & Carbon Trust Label:
Too far ahead

reducing with

the Carbon Trust

0000
100g

CO2

per pack

The carbon footprint
of this productis
100g and we have
committed to reduce
it. This is the total
carbon dioxide
(CO2) and other
greenhouse gases
emitted during its
life, including
production, use

and disposal

carbon-label.com
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The story of how.
patagonia founder
Yvon Chouinard

took his passion-for
the outdoors and
turned it into an
amazing business."

BY SUSAN CASEY (PAGE G2

Who's to Blame
for the Subprime
Mortgage Mess? e

Five steps to develop a sound
Green SCM Strategy

1. Gauge
Pressures

2. Take
Strategic
Stance

I's
4. Set Goals & 3. Measure
Targets

MIT
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Green SCM Engagement Choices

CHRONICLES

O OSociety
Consumer

i3 Competitive
Enabler
(outward)

footprint
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Green SCM Engagement Choices

O OSociety
Consum

er
o OSupply Competitive
Eco-Efficiency Chain Enabler
(inward) Materials (outward)
oProcess

clear —_—> uncertain
corporation system
operational business
“‘ A omir fimited high |I|'|'
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Green SCM as a
Competitive Advantage

* Authenticity
* Enables to move beyond eco-efficiency
* Benefits
* Brand/higher prices
» Ahead of regulations
* Avoid NGO wrath/use NGOs as allies
» Better SC risk management
* Innovation comes to you (SC partners, employees, IP)
*  “Flat-foot” competitors
* Risks
* IP Theft
» Reliance on a single innovative supplier
* Higher cost
* Too far ahead of the industry / wasted effort
* Becoming a target / developing too high expectations

Questions?

Edgar Blanco- eblanco@mit.edu
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