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Insights from The Conference Board Supplier Diversity Leadership Council

The Supplier Diversity Value Proposition
What Every Organization’s Important Stakeholders Need to Know about Supplier Diversity

by The Conference Board Council on Supplier Diversity

Alignment with an organization’s overall business strategy and

C-suite and board support are critical to the success of a supplier
diversity program. As companies look to emerging economies, diverse
populations, and a changing customer base for growth, now is the time
to review your supplier diversity program, refresh its value proposition,
and rejuvenate organizational enthusiasm for it as a source of
competitive advantage.

As the global market economy undergoes rapid change, the U.S. Bureau of Census estimates that ethnic and racial
companies need to reevaluate how they do business, espe- minorities will represent a majority of the U.S. population.
cially in light of the dramatic demographic shifts underway Minorities now hold more social, economic, and political
in the United States and throughout the world. More than power than ever before. Their decisions about the products
half of U.S. population growth between 2000 and 2010 they purchase and the corporations they trust will ulti-
was due to the increase in the Hispanic population.’ In the mately determine the success or failure of many

last decade, the black population increased by 15 percent, organizations.

and it is now 14 percent of the U.S. population.? By 2042,

2 The Black Population: 2010, Census Briefs, U.S. Department of

1 The Hispanic Population: 2010, Census Briefs, U.S. Department of Commerce Economics and Statistics Administration, U.S. Census,
Commerce Economics and Statistics Administration, U.S. Census, September 2011 (www.census.gov/prod/cen2010/briefs/
May 2011 (www.census.gov/prod/cen2010/briefs/c2010br-04.pdf). ¢2010br-06.pdf).
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On the gender side of the equation, women-owned busi-
nesses have gained market share and purchasing power.
Women’s share of total U.S. firms increased from 26 per-
cent in 1997 to almost 29 percent in 2007, while men’s share
dropped from 55 percent to 51 percent. The most recent
data from the Small Business Association Advocacy Office
indicate that the share of businesses owned by both women
and men also declined.®

According to the annual Multicultural Economy report
from the University of Georgia’s Terry College of Business
and Selig Center for Economic Growth, “Although the
Great Recession has hit Hispanics and Asians particularly
hard, their buying power is expected to grow rapidly over
the next several years... Despite the recession, the underly-
ing growth trends for Hispanics and Asians in the United
States are still very strong.™

Internationally, the change is just as dramatic. By 2025,
according to the consulting firm McKinsey & Company,
more than 50 percent of the nearly one billion households
with earnings greater than $20,000 a year will live in the
developing world. McKinsey also predicts that just seven
emerging economies—Brazil, China, India, Indonesia,
Mexico, Russia, and Turkey—are expected to contribute
about 45 percent of global GDP growth in the coming
decade.®

Taking all this into consideration, a commitment to build-
ing and sustaining supplier diversity programs is needed to
ensure the buying power of all minority groups and women
is represented in the global economy.

3 Developments in Women-owned Business, 1997-2007, Office
of Advocacy, U.S. Small Business Administration, September
2011 (www.sba.gov/sites/default/files/rs385tot_0.pdf). The
material contained in this report represents the latest and most
comprehensive business data sets released by the U.S. Bureau of the
Census from its 2007 Survey of Business Owners.

4 The Multicultural Economy , University of Georgia, The Selig Center for
Economic Growth, July 2011 (www.terry.uga.edu/selig/buying_power.
html).

5 Yuval Atsmon, Ari Kertesz, and Ireena Vittal, “Is your emerging-
market strategy local enough?” McKinsey Quarterly, April 2011 (www.
mckinseyquarterly.com/Strategy/Growth/Is_your_emerging_
market_strategy_local_enough_2790).
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What Is Supplier Diversity?

Simply stated, supplier diversity means formal programs
committed to the inclusion of minority-, women-, and
veteran-owned businesses as an integral part of a compa-
nies’ overall supply chain strategy. While this definition is
intended to be broad in nature, the essence of a world-class
supplier diversity program relies on several key elements:
illustrating the ROI of your program through metrics,
building supplier diversity into your corporate culture, and
understanding the nuances of your industry.

The success of a supplier diversity program within an
organization probably relies more on the “how” than the
“what.” For example:

® How is it supported by the C-suite?
® How is it communicated internally and externally?
® How is it organized and resourced?

* How well is it respected based on its ROI?

Best Practices for Implementing and
Sustaining a World-Class Supplier
Diversity Program

A comprehensive supplier diversity program includes
practices that stretch across all facets of an organization,
ranging from corporate-level executives to procurement
specialists and communications executives. Such a program
should include efforts to:

° Integrate strategy and alignment at the corporate level

* Engage the employee base in the development and growth of
the program

* Develop and engage a diverse supplier base

* Benchmark and be an active contributor to the supplier
diversity practice

* Communicate a supplier diversity message to the larger
customer/consumer communities

The most effective supplier diversity programs are tied to
an organization’s overall business strategy and have the
support of both the C-suite and the board. For supplier
diversity professionals, the shift toward flatter organiza-
tions and fewer management layers may result in a C-suite
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that is supportive but has limited engagement. In these
instances, it is even more critical that a supplier diversity
program:

1 Builds supplier diversity into the overall strategic plan
of the company (this will require the support of the
C-suite and the board of directors)

2 ldentifies key internal and external stakeholders and
communicates tailored messages

3 Uses metrics to illustrate the value of supplier diversity
and holds regular business reviews to show its value to
business units and the overall organization

4 Develops and engages a diverse supplier base

5 Implements business development programs to create
a strong pipeline of qualified suppliers

6 Aligns with corporate sustainability goals

7/ Benchmarks and becomes an active contributor to the
supplier diversity practice

8 Documents the history of the supplier diversity pro-
gram (especially how supplier diversity efforts have
progressed throughout the organization)

Use metrics to boost the maturity of your
supplier diversity program

Whether you want to advance an existing program or
begin a journey toward a new program, it is important to
understand your starting point. An analysis of the maturity
of your program in the context of your industry and your
company can highlight areas of best practice and pinpoint
areas for improvement.® If your program lacks maturity,
find appropriate metrics to show C-suite members the ben-
efits of the supplier diversity program for the organization.
Metrics in the following areas can support or help develop
compelling arguments:

1 Year-over-year changes in spend with suppliers by
diversity spend categories

2 Savings attributed to diverse suppliers due to competi-
tive pricing, process, or innovation

3 Value of contracts or business with customers requir-
ing supplier diversity reporting

6  The maturity of your program will depend more on the nature of its
reach than on how long it has been in place. For example, if your
program is six years old, but consists of one person and only covers
a handful of states, then it is not very mature. Conversely, you could
have a two-year-old program that spans four countries outside the
Unites States, which would make it a very mature program.
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Lobbying for resources is not an easy task in the cur-

rent economic environment. Make sure that your busi-

ness case clearly highlights the value to the organization
that develops over time as the program matures. Develop
relationships with the industry leaders who embrace these
programs, and do not be afraid to invite them to speak with
leaders at your company.

Use your own internal buyers

One issue that can slow the growth of your program is that
buyers within your organization may be unaware of diverse
suppliers. Take time to help your internal buyers examine
their current supplier base and offer to help them identify
diverse suppliers from outside associations or from another
part of your enterprise. Since they are familiar with the cor-
porate culture and the supplier’s qualifications, your buyers
are the best allies a diverse supplier will have in developing
a winning business strategy.

Invest in technology and innovation

Breakthroughs in technology are providing ways to
automate and streamline tasks that used to be highly time
consuming, repetitive, and considered low value. When
appropriate, companies should take advantage of online
supplier registration portals, internet-based supplier edu-
cation programs, and outsourcing of data collection and
certification to streamline processes and make it easier to
source new suppliers. Knowledge management applications
and “cloud” technologies allow supplier diversity teams
to turn data into meaningful information and insights for
faster, more accurate decision making.

Engage in industry-wide collaboration

Collaboration is essential. Contact supplier diversity
organizations at the local, regional, and national levels to
help define what your organization seeks in a successful
supplier. Industry-specific groups include the National
Minority Supplier Development Council (www.nmsdcus.
org) and the Women’s Business Enterprise National Council
(www.wbenc.org). Organizations can use supplier diversity
networks available through social media and supplier
diversity events, as well as support provided through
government agencies, to stay on top of supplier diversity
trends and further develop their program.
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Scale your program internationally

Until recently, formalized supplier diversity programs have
largely been a U.S.-based phenomenon to help diverse
groups that were traditionally left out of the economic
mainstream. Now, as more corporations continue to grow
outside the United States, the programs are looking beyond
the U.S. borders. “You already have well-established
networks, so tap into them and become a resource to small
local businesses in other countries where you conduct
business, such as China,” says Janice Greene, commercial
airplanes program director for supplier diversity strategy at
Boeing. A number of companies are using this strategy to
target the indigenous population in Australia, lower castes
in India, and locally owned drilling companies in Angola.

Review, Refresh, and Lead

Based on the turnaround in the global economy, many
companies are beginning to prepare to grow their organiza-
tions. If this is the case with your organization, now is the
time to review your supplier diversity program, refresh the
overall value proposition, rejuvenate organizational enthu-
siasm, and actively demonstrate how supplier diversity can
help ensure the future success of the enterprise. Proper
metrics and relationship building are critical components
for demonstrating support and providing results.

It is the role and the duty of the supplier diversity profes-
sional to lead any needed change in his or her organization
to take advantage of the current economic environment
and shifting demographics to develop a robust and diverse
supply chain as a vital and integral part of the company’s
brand to ensure future success.

About The Conference Board Supplier Diversity
Leadership Council (SDLC)

Shifting U.S. demographics have expanded the concept

of corporate diversity to include supply bases, either as a
business requirement or simply as good business. As supply
chain executives, we are constantly searching for ways to
achieve this goal without compromising fiscal or strategic
responsibilities. Among many other topics, we discuss:

* Value proposition, ROI, and benchmarking in supplier diversity
° Branding supplier diversity within the enterprise
* Second-tier reporting

* Developing business opportunities for minority- and women-
owned enterprises

Diversity is about more than numbers and political correct-
ness; our candid discussions allow us to share strategies
for ensuring that our firms’ supply bases align with the
diverse customer bases they serve and the diverse markets
they seek.
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Members of The Conference Board Supplier Diversity

Leadership Council

Cisco Systems Inc.

Pitney Bowes, Inc.
Southern California Edison
Abbott

The Coca-Cola Company
Nestlé USA, Inc.

Deere & Company
Highmark Inc.

Marriott International, Inc.
The Boeing Company
Humana Inc.

Citigroup Inc.
PricewaterhouseCoopers LLP
UPS

Hilton Worldwide

Amgen, Inc.

MillerCoors LLC

Capital One Financial
Corporation

RTI International

Turner Construction Company
IBM Corporation

Kaiser Permanente
McKesson Corporation
Hewlett-Packard Company
Accenture

DuPont

MeadWestvaco Corporation
Aramark

Cintas

Broadridge

Freddie Mac

Best Buy

Caterpillar

Ryder System, Inc.

Brown-Forman Corporation
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Council Perspectives™

Members of The Conference Board Councils are among the most
experienced and savvy executives in the world. Their private delib-
erations produce rich insights on the most challenging business
and societal issues of our time. With their permission, we have
channeled their energy and expertise into Council Perspectives, a
new platform to voice their views. Council Perspectives is based on
sessions from selected council meetings, post-meeting interviews,
and other pertinent data, and may sometimes include original con-
tent written by council members. It is not intended to be a research
report; rather, Council Perspectives provide a unique look into

the minds of executives from leading global organizations as they
assess, analyze, and develop ways to address critical issues.

About The Conference Board

The Conference Board is a global, independent business member-
ship and research association working in the public interest. Our
mission is unique: to provide the world’s leading organizations with
the practical knowledge they need to improve their performance
and better serve society. The Conference Board creates and dis-
seminates knowledge about management and the marketplace,
conducts research, convenes conferences, makes forecasts,
assesses trends, publishes information and analysis, and brings
executives together to learn from one another. The Conference
Board is a not-for-profit organization holding 501 (c) (3) tax-exempt
status in the United States.

To download this publication free of charge, visit www.conferenceboard.org

About The Conference Board Council Program

Membership in one of our councils affords entrée into a select

and trusted community of 2,500 executives from a broad array of
industries, functions, and regions—executives who know the value
of this rich source of insights and new approaches. Enduring rela-
tionships are the cornerstone of the Councils experience. Enhanced
by our global, enterprise-wide reach, these relationships span the
world and extend value across your organization. Confidential peer
dialogue combines broader perspective, specific knowledge, and
shared experience to save you precious time and public missteps.

To learn more, contact:
Katie Plotkin, Councils Membership Manager,
+1 212 339 0449 or katie.plotkin@conferenceboard.org.

Council participation is by invitation only and is an exclusive benefit
for The Conference Board member organizations.

Public relations contact: Carol Courter, Manager, Corporate Communications, +1 212 339 0232, courter@conferenceboard.org
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