SUPPLY CHAIN

THINK GREEN

Retailers worldwide have found that it pays to get a sustainable supply chain management strategy
(SSCM) in place. Indian retailers should focus on that too

B By CII Green Retail initiative

here is a positive correlation between sus-

tainability and financial performance. Wal-

mart earned $231 million diverting 80% of

its waste from landfill. It sold the material

within this waste stream to earn a profit that
is typically achieved by its 50 superstores. Walmart
worked directly with suppliers to turn £1.2 million
worth of recovered cooking oil into biodiesel, soap or
a supplement for cattle feed. M&S launched Plan A in
2007. It saved £50 m, £70 m and £105 m in the third,
fourth and fifth year respectively.

Supply chain proves to be an effective area for reap-
ing tangible benefits from sustainable initiatives. There-
fore, leading retailers across the world invest a lot of
time and efforts in making their supply chains sustain-
able. Carrefour offers training programmes to suppliers
to prepare them for regulatory changes in fields such as
the eco-design of low energy products, and continues
to roll out its sustainable development self-assessment
tool.

The Tesco Producer Network has over 2000 mem-
bers worldwide, who regularly participate in online dis-
cussions, webinars and surveys, share best practice and
collaborate to share knowledge and solutions to en-
hance quality, access more markets and resolve produc-
tion challenges. All Tesco suppliers receive a ‘Supplier
Starter Pack’ a user-friendly guide on Tesco’s require-
ments and processes in relation to Ethical Trading.

But it all starts with a sound supply chain manage-
ment strategy, which forms the bedrock of such initia-

tives:

The three steps to sustainable supply chain manage-
ment strategy are:
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1. UNDERSTANDING RISKS AND OPPORTUNITIES

Retailers will need to inspect their value chains to
identify its weaknesses and strengths. The hotposts
methodology can be used for that as it ensures cover-
age of entire value chain; is combinable with existing
criteria sets, standards and guidelines; is applicable on
sector, company, product category and product level;
enables semi-quantitative decision on level of detail
and provides credibility through stakeholder involve-
ment.

To get started, define the scope of the analysis, specify
the respective supply chain and set the hotspots cat-
egories. To identify hotspots, analyse sustainability is-
sues along the supply chain with the help of existing
data and experts and prioritise the identified hotspots.
Pool hotspots information and generate a comprehen-
sive picture. For instance, for processed foods category
mark hotposts on material, water, energy, waste and
GHGs at each stage of the value chain like material,
packaging, manufacturing, distribution, consumption
and disposal.

2. DEFINING AMBITION LEVEL

Based on the risk and opportunities prioritisation, de-
termine the strategic objectives for sustainable supply
chain management. For instance, in Europe, Carre-
four’s objective was to: “Improve the social responsi-
bility compliance of sites run by Carrefour suppliers;
Offer 100% of Carrefour product suppliers a sustaina-
ble development self-assessment tool to support them
in their approach; Support local sourcing” Germany-
based grocery chain Aldi stated its ambition thus: “We
are committed to ensuring that this CR Policy is ad-
hered to throughout our supply chain. We articulate

Mlaterial Packaging Manufacturing Distribution Consumption Disposal
Category Products Z 2 & F @|E 2 6 F Ol F L F G|IEFT O FE|EFE T EIEETEFE
Patatos C @ Q O 00O000P 0 [] 0000 DO OO0 OO0
Tomatoes ol N N N JeNe o 0 O 0 o ool N N JoeNol N Nel eNeNe o
Onions o L L JepeNeN | ool N N Jelel Nel JoRNol N Nel oNeNe o
Bananas L N L JeNeNeNoNel oNoNoNoNol ool Nel JoNoN N Nel sNeNe O
Eggs 99O CO0OOPOCOCWOOO0O0OCRIOCCOS OO0
Food Poultry LN Nl §eNe ] 0 ) 0 O O00o0 L ] 0 C O
Staple Rice S X N+*N 1+*N*N N*N J*N*N+*N N*]1 "N+ (] oCee SH+N+ (&)
Iuices e Oe OeOep OO0 0CO0DOI0OO0O®OPO
Drinks Bear LK Nl JeleoN Nol 1o | N N JeNeNelel JoRoNeN | 0 O O
Processedsnacky®@ @ @ O B0 O O OO0 O ® O Do oo® 0 O O (&}
Processed |Biscuits 209 O0OS®OO0O0O0OP0OO ® COQ0O0OO0QOPOCO®OLO OO O
food RoadyMoalz |0 @ & O @ |0 O @ O 81O O L eslsgefogel ool N N JeoNe
il Butter (L X NN 1-NsN+N+N+] N+ o O (o] SHsH+N N+l N+

» AN EXMPLE OF POOLING HOT SPOTS INFORMATION TO GENERATE A COMPREHENSIVE PICTURE

our expectations clearly for all our suppliers and part-
ners in our contractual relationships”

A part of defining level of ambition is Internal An-
choring. It requires establishment of internal structures
to ensure implementation of sustainable supply chain
practices effectively and efficiently.

Essential aspects of internal anchoring

= Assigning responsibilities: Assign an expert to every
procurement-relevant team who will be responsible for
the integration of sustainability in the supply chain

= Anchoring goals: Make sure that the sustainability
goals are defined for each purchasing employee in the
form of individual goals and thus generate sufficient
motivation for implementation.

= Availability of information: Make sure that data on
the performance of suppliers are available along the
supply chain in a centralised and transparent way.

» Integration: Include the ideas and opinions of the
employees responsible for the integration of sustain-
ability issues in the strategic planning of the general
procurement process.

= Training courses: Train employees who are directly

or indirectly involved in the implementation of sus-
tainable procurement and affected by the resulting
changes.

3. SETTING PRIORITIES TO DEVELOP ACTION PLANS

The priorities have to divided as per the level of impor-
tance and ability to influence on the following quad-
rants: low/high, high/high, low/low and high/low. It
also requires identifying and evaluating of risks and
opportunities linked to SSCM

1. List the potential supply chain improvement oppor-
tunities based on SSCM functions

2. Discuss and rate importance, level of influence and
improvement potential

= Level of importance - How important is this ac-
tion for addressing the identified risks and creating
value for achieving the joint vision/ambition?

= Level of influence — Are you able to apply im-
provements effectively in this particular area? What
might be barriers?

= Improvement potential - What has been imple-
mented so far? Is room for improvement in that par-
ticular area eventually high enough? @
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