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3rd ANNUAL RESPONSIBILITYWORKS ROUNDTABLE


If Sustainability Costs You More, You’re Doing it Wrong

8:30 - 11:00am on July 18, 2012
Hosted by CROA at the Partnership for Public Service
1100 New York Ave NW, Suite 200 East, Washington DC
Click here for the Roundtable Participant List
EXECUTIVE SUMMARY
Observations
· Both industry and government have done a lot of work in this area. Half the battle is making the connections necessary to take advantage of existing resources and learn from best practices.  The new Community of Practice aims to address this.
· Materiality is critical to defining a ‘sustainable supply chain’ – only by understanding what is important to your operations and stakeholders can a business find the “sweet spot” at the intersection of sustainability, corporate responsibility, and supply chain management.

· The overwhelming amount of data in some areas and not enough data in others presents a significant barrier to success in these initiatives.  How do organizations parse relevant data so they can act?
Recommendations for Agencies and Companies
1. Engage your suppliers and/or customers in a conversation about sustainability. Seek to better understand what each party wants, can provide, and learn from the other.  The initial focus of this conversation may be on sustainability, but it is sure to result in innovation and/or cost savings.
2. Work together to clear up outdated and unclear procurement regulations. These regulations make it hard for government procurement officials and suppliers to work together on these programs.  Use the Community of Practice to develop recommendations on how best to bring clarity to this environment.
3. Hang in the fight. This is an important conversation to be having right now; it will take government, industry, and all of the key stakeholders working together to make real progress.  You need to continue being part of this conversation.
Immediate call to action

Individual participants should:
· Upload practices to the Sustainable Supply Chain Community of Practice on data.gov. Be prepared to share your data and practices in the coming weeks!
· Attend GreenGov on Sept 24-26. GSA will host a focus group there to gather additional feedback.
· Participate in COMMIT!Forum on Oct 2-3. The Forum will include sessions on the Economics of Transparency, the Science of Sustainability, Assuring Sustainability, ERPs for CSR, and more.
· Save the Date: CROA Webinar on Sustainable Value Chain Survey Results:  Coming in September.
AGENDA & NOTES
Welcome & Context Setting
Richard Crespin, Executive Director, CROA (Richard.Crespin@sharedxpertise.com 202.905.0351 x12) 
· In the past, sustainability meant choosing between cost, quality, and/or sustainability. Going green meant spending green.
· Now, through a combination of technical innovations and a change in mindset, companies and agencies can use sustainability as a lens for looking at their operations and supply chains to cut costs, create new value, and improve sustainability.
· This Roundtable, as the "real world" convening of a new Community of Practice, sets the stage for having these discussions and sharing effective practices.
Nancy Gillis, Director, Supply Chain Emissions PMO, General Services Administration and Chair, Section 13 Interagency Working Group (Nancy.Gillis@gsa.gov, 703.328.1493)
Click here for presentation
· Federal focus on supply chain sustainability driven by Executive Order 13514 (October 2009) which requires agencies to:
· Measure, report, and reduce their greenhouse gas (GhG) emissions from direct and indirect activities

· Work with suppliers to get data for tracking and reducing GhG emissions related to the supply of products and services to the government

· Advance sustainable acquisition

· Leverage federal acquisitions to foster markets for sustainable technologies and environmentally preferable materials, products and services

· Rio+20 United Nations Conference on Sustainable Development shows international interest in this, recently launched the International Sustainable Public Procurement Initiative
· Aims to scale-up the level of public spending flowing into goods and services that maximize environmental and social benefits

· Supported by over 30 governments and institutions

· Will improve awareness of tools; develop biennial progress reports on implementation, analyzing barriers, and proposing innovative solutions

· GSA is working with a number of existing communities to further this work: CROA, BSR, MIT Forum for Supply Chain Innovation, Ceres, UN Global Compact, Harvard, etc.
· Sustainability is all about linkages
· The way that GSA currently understands sustainable products is the use of government-developed labels (e.g. EPA Energy Star), needs to broaden this view of sustainability

· There is benefit to the government in terms of reduced overall life cycle costs and risks through increased supplier efficiency

· Sustainable management practices are thus an important component of “best value” in any product or service acquisition

· Approach to sustainable supply chain is “we don’t know what this is but we know there’s a lot of good work out there” – why they are helping to launch the Community of Practice
· A content community to be hosted on data.gov 

· Provides government with opportunity to share relevant data sets, tutorials, tools

· Lets industry/academia/non-profits share lessons learned, best practices, tutorials, tools

· Goal is to maximize sharing of actionable learning, connection point for pre-existing communities of interest

· Want to move beyond theory and frameworks to really making a difference
Public Sector Panel
Jim Jones, Acting Assistant Administrator, Office of Chemical Safety and Pollution 

Prevention, U.S. Environmental Protection Agency
· EPA recognized that there is a community of practitioners out there that have developed a string of successes; wanted to tap into best practices for greening the supply chain
· Started with ‘Green Suppliers Network’ – an effort that began with large manufacturers and recruited their supply chains to bring them into this network

· Helped businesses give their operations an environmental ‘tune up’

· Engaged NIST’s Manufacturing Extension Partnership which had the body of expertise to help manufacturers make their operations more efficient

· Gave businesses a ‘tune up’ to increase operational efficiency and reduce environmental footprint; and wouldn’t you know they would make more money through energy cost savings, reduced waste, improved workforce safety, limited chemical use, etc.

· This morphed into the more geographic-focused E3 program: Economy, Energy and Environment
· Continues to bring technical expertise, now with EPA, DOE, SBA, Ag, and Labor at the table
· Works with a number of manufacturers in a geographic area to benefit from a ‘tune up’ to help companies green their manufacturing or supply chain
· The company pays a third, state pays a third, and federal government pays a third for these tune ups where the company’s story always ends up being ‘I make more money now…’
· EPA has developed a number of green labels
EnergyStar has the best awareness with an industrial sector version focused on the commercial aspect
Environmentally Preferable Purchasing (EPP) helps federal procurement officials:
· Find and evaluate information about green products and services;

· Identify federal green buying requirements; 

· Calculate the costs and benefits of purchasing choices; 

· Manage green purchasing processes.

· EPP is a voluntary consensus standard for what is viewed as ‘green’ – 95% of government electronics are EPP certified

WaterSense can help companies save a significant percentage of water use
· Companies can also get their products verified by EPA as Design for the Environment 

· These are just a few of the ways EPA can help you make your operations and supply chain more sustainable
· E3 technical information will be shared as part of CoP on data.gov
Amanda Sahl, Lead for Energy Efficient Product Procurement, Federal Energy Management Program, Department of Energy

Click here for presentation
· The Federal Energy Management Program (FEMP) is focused on how DOE can help other agencies save money through energy efficiencies
· This is the lead energy efficient product procurement campaign, although focused internally on the government; recognize the need to work with the public sector to be successful

· FEMP is launching new “Commit to Efficiency!” Campaign
· Goal:  Save $130 million in avoided energy costs as reported by pledge participants in FY13 

· To reach this goal, there have to be energy efficient products to buy, so want to help drive Federal government demand for these products

· Working to develop a community around energy efficient products

· Asking members to sign the pledge, join the community, buy/specify energy efficient products, & share successes, will receive monthly and annual summaries of savings
· Participants will be able to pose questions and seek advice and support
· Want to establish a team of champions through the CoP so DOE is not a bottleneck
· Developing supporting material (e.g. FAR cards that walk buyers, specifiers, and sellers through difficult conversations)

· Why sign on to the Campaign?

· Help meet the Federal government’s energy reduction goals
· Have a record of your energy savings
· Be eligible for awards
· Inclusion in problem-solving community focused on energy efficient procurement 
· Opportunity to be a leader in this field
· How to sustain the Campaign’s momentum:

· Savings quantified through reporting
· Recognition for participants who try to serve as a resource for others
· Monthly prompts with group’s progress, surveys on difficulties and opportunities, etc.
· FEMP currently focused on building a demonstrable federal market for energy efficient products, so suppliers are not being asked to commit yet; in the future will be asked to:

· Become an active participant in the movement 
· Develop more FEMP compliant energy efficient products
· Suggest new product categories
· Make their energy efficient status clear in advertising
Edward Rau, Chair, DHHS Sustainability Innovations Working Group and Special Assistant to the Director, DHHS-National Institutes of Health, Environmental Protection Division
Click here for presentation
· NIH is not a regulatory agency but directly purchases or influences billions of dollars in purchases by grantees and the health care industry
· The challenges of sustainable acquisition are clear:
· Little or no guidance available on assessing supply chains and sustainability attributes for 15,000+ different biomedical products purchased

· Even for common products, health-related sustainability criteria such as reduced toxicity and emissions are generally not available

· Purchasing officials do not understand complex, rapidly changing sustainable acquisition guidance and can’t apply it to the myriad of transactions they have to process

· Two innovations were proposed last year, under active development by NIH:
· Sustainable Acquisition Tool – An enterprise level, user friendly, transaction based application to integrate multi-attribute sustainable acquisition criteria into purchases.

· Designed to meet needs defined by purchasers: one-stop shopping, user-friendly, useable for all types of transactions, seamless transaction data collection/reporting
· Substances of Concern – A process to identify chemicals that pose health, safety, security or environmental risks and promote purchasing of alternative, less hazardous products.

· Making real progress in building the ultimate tool
· GSA released new Green Products Compilation (GPC) listing all designated products and single attribute requirements (December 2011)
· Interagency project in progress to pilot test integration of GPC into NIH’s innovative Purchasing Online Tracking System (POTS); pilot test results and apps that can be used independently of POTS will be released soon.

· There is an opportunity to begin integrating health concerns into product and service procurement, but there is no guidance available or health-related criteria to follow
· Several statutes and Executive Orders require federal agencies to purchase products that are non-toxic or less toxic, less polluting etc. (e.g. new statutes in the FAR)

· Reducing purchasing/use of products and services that use or emit hazardous chemicals will bring great health benefits, but there are implementation challenges: no definitions; lack of data on product toxicity over life cycle; toxicity and hazards are highly use-specific; no comparative toxicology protocols, etc. 

· Beginning to use a guidance document that asks suppliers to begin disclosing toxins of concern, but no real requirements or restrictions

Panel:  How would you quantify an important characteristic of a sustainable supply chain?
· DOE sees energy efficiency as an easy way to initiate a conversation throughout the supply chain, great first step, easy to measure
· NIH sees greater potential benefits with health productivity improvements, but we don't know how to measure these yet
· EPA believe it is important to measure everything you can in the product lifecycle to identify what you can't measure, then focus your time and resources on where you can make the biggest impact
· U.S. Army is focused on sustainability with the intent to make decisions today that do not constrain the choices of tomorrow
· The UN Global Compact considers all the social, environmental, and economic considerations and looks at how they impact each other (e.g. trade-offs between energy efficiency and human rights)
· Suggest using a hot spots analysis to prioritize how to tackle this challenge in a given industry or market segment since sustainability is often context-specific
· Start where you can have the most impact, pilot where you want to emphasize the requirements, but to be successful, engage stakeholders to really understand this

· GSA has completed a federal spend input/output LCA study, termed its “hotspots” study, that ranks market sectors by federal spend and broadly identifies the primary environmental impacts within that market sector

· IT, Apparel, Building Materials, Professional Services, Waste Management, Food Concessions, and Furniture
· There is a need for more data on certain aspects of sustainability and for appropriate data sorting and context to help purchasers and those in the supply chain make decisions. 
· Need a scaler function to compare products across multiple dimensions, this is complicated

· Have to set priorities dependent on agency mission and where there is the greatest payback

· EPA has data available but recognizes that the challenge is how to access this; will be holding stakeholder meetings to tackle this

Overarching goal is to filter out the really bad stuff (through labels or other data sources) and then leave some choice, options purchasers can choose from based on whatever criteria they like 

Private Sector Panel
Daniel Aronson, Director, Sustainability Services and Practice Leader, Sustainability Transformation, Deloitte Consulting
Click here for presentation
· The first phase of the Sustainable Value Chain Research Study, a joint project of ASQ, CROA & ISM with Deloitte Consulting LLP, was a survey that looked at:
· What is sustainability

· What works (this tended to be very consistent across sectors)

· How are we doing on the things that work

· How can we improve on the things that matter

· This was the first value chain sustainability survey conducted that encompassed suppliers, distributors, and partners (and a few internal aspects of the value chain as well)
· Found that there were 10 things that mattered (data controls for industry, size and location; those that did it were a statistically significant percentage more likely to succeed than those who didn't)
· Corporate strategy that is sustainable

· Want to create shared value with your suppliers, see this as a feature of a robust supply chain, part of your embedded strategy
· Outcome is increasing mission effectiveness or revenue and decreasing risk
· Look at materiality, what matters to you as a company or industry

· Transparency is critical; instead of pushing information, seeing a pull of information by customers, the public, etc.

· Engage early and often 

· What is the right data to look at when engaging with your supply chain?

· Has to be tied to mission (e.g. Army logistics improvements considers its ROI in terms of saving soldiers lives)
· How do you define success?  

· Survey has dozens of questions around this and what their actual goals were
· Found that the average ROI for sustainable supply chain initiatives is in the triple digits, just depends on what time frame you are looking at
Alison Taylor, VP Sustainability - Americas, Siemens Corporation 
· For Siemens, it’s not just about their supply chain being ‘green’ – they have gone beyond environmental considerations to also look at conduct-based examinations such as human rights
· The research results are consistent with Siemens’ experience, the key question is how do you define and measure success
· Are the measures they have taken at Siemens’ instrumental in reducing operating costs? 
· Not to start, have had to make a real investment

· Started by getting to know their suppliers, important since suppliers can have big impact on your reputation

· Realized Siemens could make much more of an impact by influencing the supply chain versus affecting their own internal operations (90,000 suppliers globally)

· Siemens will be more product-oriented moving forward

· Siemens realized they were answering customer questionnaires and data calls but were not getting any feedback on what they are looking for
· Engaging customers in a conversation on what their needs are, what they are looking for – and having these same conversations with their own suppliers. 
· Siemens has a required supplier code of conduct –  if not complying with this, won't be their supplier 
· Goes beyond environment to labor practices, etc. 

· The supplier code of conduct is an exhibit in contracts so is contractually enforceable

· They also engage suppliers through audits 
· CR self assessment tool: Using this, Siemens identified 600 things to go back and talk with suppliers about, these prove to be very productive conversations
· Another self assessment tool is around energy:  EEP4S tool targets a thousand energy intensive suppliers each year, calculates the energy and environmental balance of the production site/business premises and leverage its cost-saving potential
· Siemens also includes sustainability as a part of its supplier quality management reviews and rewards supplier with recognition with respect to innovation
James Sullivan, VP, Sustainability Management & Strategy, SAP 
· SAP has saved one quarter of a billion dollars in the last four years through sustainability initiatives
· Sustainability reporting and carbon footprinting have been recognized as having an impact on the financial performance of the company
· The corporate sustainability report is part of the SAP annual financial performance report

· SAP recognizes that the ‘use phase’ of their products is 20 times their own corporate footprint (in terms of operations and facilities) so is focused on engaging with customers to make the most significant impact
· Green IT can save customers 5 billion dollars over the next 5 yrs due to more efficient coding and energy use
· In tackling value chain sustainability, started with those customers where they had more strategic relationships in order to enable joint innovation
· How do we turn engagement into something better, into innovation?  This conversation starts with sustainability and ends up with cost savings
· Lead with a sustainability lens and you will see things you didn't see before, real opportunities will result 

Roundtable Discussion & Report Out
Participants were challenged to think about and discuss at their tables: 
What is the definition of a sustainable supply chain?
· Recognized the importance of materiality analysis as it relates to a market segment in order to define what makes a “sustainable” supply chain

· Characteristics of defining sustainability in the supply chain – maturity that goes along with this, large corps vs small businesses, that may not be able to meet these requirements so sustainability requirements need to have maturity aspect to enhance ability of small bus to compete/become part of it/ start to build those practices as companies grow so can sustain their impacts over time
How will they and their organizations take action to use sustainable supply chain management practices to cut costs, create value, and improve sustainability?
· Realized there are real benefits to be had in terms of savings: planet, people, and dollars
· First step is to define what sustainability means to your organization, customers, and suppliers
· What are the key drivers you need to be looking at, questions you need to be answering?

· While there is a need to measure and quantify physical elements (e.g. GHG), it is important to get to the real questions for your organization

· An important next step is to create collaboration among people in key roles across your organization (e.g. purchasing, supply chain managers, sustainability leads)

· Also look at creating a tie between sustainability goals/measures and financial compensation

· Important for companies to enforce own guidelines in terms of managing supplier network

· Companies can more easily pick and choose suppliers than government 
· Getting suppliers into a continuous improvement process early allows you to pick the low hanging fruit, then migrate into environmental and social impacts beyond the bottom line
How could they leverage the CoP; what value would they and their peers derive from doing so?
· In terms of content on the CoP, looking for a comparative analysis of how companies are using performance management in their own supply chains relevant to performance and/or sustainability

· Government is trying to limit the burden of sustainability requirements on its supply chains
· To really make this work, industry has to embrace corporate responsibility and drive it throughout the organization and down into the supply chain
· Additionally looking for three types of information to be shared on the CoP:

1. Information about incentives, primarily for industry
2. Information that enables action
3. Information that facilitates success
· Noted that it is Important to have the hard data available, but just as important to have qualitative data, case studies, examples of success
· CoP could be used to share data across suppliers

· May need to be mandated, but a lot of progress could be made if this were to happen
· To extent government could identify all the sources of energy it uses, could help drive innovation

· Materiality plays a large part, this can be seen different ways from government or industry perspective

· Requires engaging with key stakeholders to define this, a good use for the CoP
· In looking at the challenges inherent with large data sets, suggest that a few government/industry data sets be shared via the CoP and a future event do a deep dive into these

· May result in suggested changes to the FAR or best practice to be shared via the COP
What barriers exist?
· Data:  In some areas there may huge amount of data, in others the data is missing

· Determining which of the existing data is material and how you get to it
· Data is often fragmented across a community or segmented within an organization (e.g. those focused on supply chain are not operations or sustainability officers)
· Challenge is developing internal connections to make that data actionable (requires new data, processes, products, etc.)
· Getting the data from suppliers/customers, transparency of data
· Overwhelmingness of the data, parsing it down to something that is material and meaningful

· Government has tons of data, may need to engage organizations that are good at taking massive amounts of data and parsing it out for consumers (e.g. Google, Amazon, Yahoo)
· Important to think about how data is used, perceived by user, how do you need to construct the data in a way that is consumable
· Recommend product standards and process standards as a way to categorize data in a way that is usable by the procurement world; should be consensus-based 
· Its not just driven by one or two hotspots, have to look at a multitude of issues and prioritize these, start with more information as a way to get to materiality
· Some barriers in the FAR itself and in government purchasing requirements

· Left over remnants of policies from prior administrations that may need to be overcome to get to the new set of standards that need to be implemented in procurement policy
· Need additional clarity in the requirements that would initiate the procurement or be part of the sustained supply chain
· Challenge is that we are trying to create a 21st century government with business partners while still relying on old technology and processes

· In defining success/issue of materiality, it’s hard to compare the tradeoffs (e.g. social impact vs environmental impact) absent a social P&L or environmental P&L

· On the social side, some of this is codified in law (wage/labor laws) 
· There is no corresponding environmental check list that goes into a FAR procurement; need to drive some of these checklists on the environmental side (the next step of the GPC)
· How do you balance sustainable products with the sustainability of the product producer?

· Determine how to look at product sustainability vs looking at the organizations
· How  to reconcile the stick (e.g. requirements/sanctions) versus carrot approach (e.g. incentives)
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CR Magazine Releases 3rd Annual Best Corporate Citizens in Government Contracting List

Concurrent with the Roundtable, CR Magazine released this 3rd annual list which highlights companies that know that how they provide products and services to government is just as important as the successes they achieve.  CR Magazine’s research shows that overall disclosure performance improved by 5% over the prior year. Performance improvements are particularly strong among government contractors outside of the "best" -- while performance remains strong among the "best, the "rest" showed 11% improvement. At the same time, 3-year average returns to shareholders outpaced the rest by over 50%, demonstrating the benefits of transparency.
IBM, Accenture and HP held on to their top positions in 2012, demonstrating their long-term commitment to openness in reporting. Click here for the 2012 list or click here to view the full press release.
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