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Supply Chain Segmentation + Sustainability = A Winning Combination (for a Sustainable
Supply Chain)
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Supply chain segmentation (SCS) has been around for some time.  The research of McKinsey[1] and others conclude that while
SCS is more complicated and time consuming, done well it provides companies with considerable competitive advantage(s). 
However, EVI believes that SCS as traditionally implemented is missing a tremendous opportunity in creating greater transparency
and sustainability in both the organization and the supply chain.  By going a little bit farther and aligning the SCS with strategic
sustainability initiatives, enterprises can generate significant additional benefits.  These synergistic benefits are similar to those
that characterize SCS: reduced costs, greater agility, improved risk management, stronger innovation, creation of new market
opportunities, and value generation.

For firms who have not explored SCS, supply chain optimization has largely focused on a single core competency. In this
paradigm becoming “best in class” means choosing a single, preferred competency with a push supply chain model.  This one-
size-fits-all approach is usually optimized on cost and requires many trade-offs.  In contrast, today’s economy requires a supply
chain that responds quickly and effectively to customer demand and preferences.  Yet to fully address the growing regulatory
requirements for environmental product declarations, the importance of eco-certifications and visibility to differentiate your
products and your supply chain to eco-conscious consumers, it is imperative to have greater transparency in your supplier network
and your organization.

Combining SCS implementation with strategic sustainability initiatives avoids duplicate efforts and makes both processes more
transparent and therefore more effective.  High performing SCS is a process of continuous improvement and its goals must be
aligned with the expected outcome(s).  Similarly, strategically aligned sustainability initiatives must also be processes of
continuous improvement, embedded in each job description and the system of benefits and rewards.  In this way sustainability
becomes part of the corporate DNA.

One good example of the benefits of a sustainable supply chain is how Nespresso (a division of Nestlé) has improved its bottom
line with greater sustainability and social responsibility since 2003.[2]  In the 1990’s Nespresso could not maintain sufficient supply
of high quality coffee in its supplier network to meet growing market demand.  In 2003 Nespresso established its AAA Sustainable
Quality Program to ensure sufficient supply of high quality coffee and improve income levels for subsistence farmers.  The program
began with just three initial partners – two coffee growers and an NGO.  By 2007, the AAA Sustainable Quality program extended
to 14 growers in 5 countries.  In that same time frame, sales had more than tripled from 445 million CHF to 1.7 billion CHF. 
Nespresso credits five key characteristics with their success:  1) Don’t overplan and try to do everything all at once.  Start small with
a few pilot partners.  2) Select strategic partners that help you align efforts with your expected outcomes.  3) Focus on what will
answer the market’s needs, driving your growth.  For Nespresso, the primary market driver was product quality.  Quality helped
them meet market preferences.  The backstory of the sustainability and social responsibility (fair trade) efforts differentiated
Nespresso and helped boost sales.  4) Communicate frequently with internal and external partners.  The stronger the rapport
between organizations, and groups, the better the collaboration and the easier it is to develop and introduce new policies as
needed, which happens to be the fifth key point.

To help clients address these issues we created our JuMpStart frameworks.  EVI’s JuMpStart frameworks help clients understand
how well they are managing sustainability within their organization and in their supplier network.  By highlighting areas of
weakness and strength, EVI helps you prioritize your goals and budgets, gain greater transparency into your operations and
supply chain to identify cost savings, risk reduction, innovation, and new market opportunities.  Boost brand value and stakeholder
buy-in with the story these insights tell.

In sum, supply chain segmentation goes most of the way towards making an organization sustainably manage its supplier
network.  It also requires a similar level of supply chain maturity.  However implemented alone, SCS still misses opportunities to
reduce costs, mitigate risks, drive innovation and capture higher value that would be achieved by strategically incorporating
sustainability into the process.  Starting small with extensive communication is essential for success.  Develop the program with

the expected outcomes in mind.  Develop the policies that support that effort as needed.  Creating the process in collaboration with
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the expected outcomes in mind.  Develop the policies that support that effort as needed.  Creating the process in collaboration with
your partners and stakeholders is the only way to build a platform for collaboration and innovation.  If you are exploring SCS, we
recommend you take a step back and see what additional benefits you and your organization could reap from aligning the effort
with sustainability initiatives.  We look forward to hearing your comments and receiving your questions.

[1] McKinsey and Company, “Business of Sustainability 2011”.  ©2011

[2] Richard Matthews, “Case Study Illustrates The Profitability Of Sustainable Supply Chains”. 
www.greenconduct.com/articles/2011/10/18/case-study. 18 October 2011
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