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Supplier Diversity: Helping to

Enhance the Corporate Brand

by The Conference Board Supplier Diversity Leadership Council

In today’s economy, it is imperative that companies utilize the full capacity of
the enterprise to maximize shareholder return. Supplier diversity is one capacity
that provides a company with the unique opportunity to connect with a growing,
diverse customer base to drive revenue and enhance the corporate brand.

The Dilemma

While the traditional role of the decades-old supplier As with any function in a company, value is the mantra and
diversity function is to ensure minority- and women- owned providing a clear answer to the question “What value do
businesses (MWBESs) have the opportunity to compete in the supplier diversity organization and programs bring to
fair and open procurements, today’s reality is that there are the table,” is critical. Where there is a business imperative,
differing levels of acceptance and maturity of the supplier i.e., customers who require a percentage of your products
diversity business model in corporate America. or services to be provided by diverse suppliers, the decision

) to act is a “no brainer” for the C-suite.
Indeed, progress has been made. However, today’s supplier

diversity professionals are still facing some long-standing However, when that business imperative is not present, how
challenges both within their own organizations and does the supplier diversity professional advance the program?

externally. For example, there is a: ) . )
The purpose of this report is to encourage mature supplier

® lack of consensus on a consistent definition of supplier diversity; diversity leaders to begin a new way of thinking about their

* failure to achieve broad industry acceptance of supplier diversity, program and focus their efforts on how supplier diversity can
not just where it is a business imperative, i.e., doing business with play a significant role in promoting their company brand to
federal, state, and local entities; an ever-changing demographic. The trends are irrefutable.

* lack of a qualified diverse supply base; and Among them:

¢ disparity of terminology concerning ROI, cost savings/avoidance, * The United States is expected to experience significant increases
and Tier 1 and Tier 2 costs. in racial and ethnic diversity over the next four decades, becoming

a “majority-minority” country by 2020."
* Consumers want to feel good about the companies from which
they purchase their products and services.
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Leading Edge

A growing number of organizations understand that a well-
managed supplier diversity (SD) program adds value to a
corporation’s bottom line through increased supply chain
efficiency, flexibility, and brand enhancement, especially
when entering new markets. In a May 2010 study of more
than 30 global companies, the Hackett Group concluded that
there are two basic reasons that companies employ SD efforts:
“While business-to-business companies are frequently focused
on meeting supplier diversity requirements of customers and/
or government contracts, business-to-consumer companies
generally focus on the market value supplier diversity offers,
in the form of increasing market penetration in diversity
markets, driving social and economic benefits in targeted
communities, and improving corporate image.””

There are many innovative organizations that know and
understand multicultural consumers and have generated a
positive response within the community (and the company)
to their SD efforts. These efforts have contributed to
increased consumer loyalty, greater brand recognition, and
ultimately market growth. Overall, the business case for
supplier diversity can be summed up in a single sentence:
engaging diverse suppliers is a business imperative for
companies to remain competitive in the marketplace.

According to Thalia N.C. Gonzalez, author of the Supplier
Diversity Is Simply Good Business: The Importance of
Establishing, Developing, and Sustaining Supplier Diversity,
there is at least one common trait among businesses that
are using their supplier diversity programs to reach multi-
cultural communities:

“While many corporations have not fully developed their
market shares in diverse communities, those that have
share one commonality—a commitment to, and more
importantly, a business model that supports contracting
with diverse suppliers. Truly successful corporations have
realized that supplier diversity is not only the avenue that
leads those to diverse businesses who can decrease their
costs, but also increase their profits. Leaders in the area
of supplier diversity regularly tout their expenditures with
diverse businesses to show their commitment to inclusion
and investment in the community.”

In summary, there needs to be less talk about the definitions
of supplier diversity, i.e., Tier 1 or Tier 2 and cost savings, and
more emphasis on how the company can be better positioned
to fully meet its customers’ expectations by ensuring supplier
diversity plays a key role in shaping how customers feel
about a company.

2 SUPPLIER DIVERSITY: HELPING TO ENHANCE THE CORPORATE BRAND

Back to the Basics

To effectively refocus supplier diversity to enhance the corpo-
rate brand, it is important to ensure the basics are in place—
that your traditional supplier diversity house is in order.

The critical core activities deemed important by The
Conference Board Supplier Diversity Leadership Council
include:

® Renew C-suite support

* Drive commitment to utilize diverse suppliers within
your supply chain

® Review policies, procedures, and processes and streamline
where appropriate

® Refresh internal and external communication in all
media formats

® Reinforce the base case for supplier diversity

® Remain vigilant for new opportunities such as government
financial stimulus packages and charitable foundations

® Rededicate yourself to your program and remain positive in
everything you do to advance supplier diversity in your enterprise

® Reestablish your mentoring program

Shift Your Thinking

Once you feel confident that the basics have been reviewed,
you can spend time identifying opportunities to position
supplier diversity to enhance your company’s brand.
What follows are some single actions you can take to
move the needle:

® Gather pertinent facts about the demographics
of your company’s industry

® Compare those demographics with your company’s
current and perspective customer bases

® lIdentify targets of opportunity

® Develop a solid relationship with the marketing and
sales team of your company

® Go along on the sales calls; be well prepared and listen to
what your customers are saying

® Seal the deal and have marketing and sales tout supplier
diversity involvement, regardless of the importance of the
role supplier diversity played in closing the deal

® Reevaluate your initial findings based on your recent success
and make sure you get invited again

* Keep track of, and report on, the successes with the emphasis
on supplier diversity and the market place

® Engage the supply base to alter thinking regarding its role
in promoting the brand
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A Compelling Value Proposition for Supplier Diversity

Aligning supplier diversity initiatives with the changes in your
customer base, shifting trends in employee demographics, new
markets, global supply chains, and even compliance issues in the
countries in which you operate create traction in the C-suite and
within business units.

Efforts to increase opportunity and economic growth with the
diverse business community result in a competitive advantage
with new customers, satisfied current customer requirements,
and increased competition among suppliers which provide cost
reduction, improved quality, and customer service.

Begin by asking yourself three basic questions:

® Are we valued in our business organization for what we
contribute to the bottom line?

* Do we have a solid value proposition and business case that
can be measured in terms C-suite functions understand?

¢ Are we delivering on it?

Making the business case for supplier diversity
within the corporate structure

The following are the critical points in making the business case
for supplier diversity to the organization. However, before doing
any of these, there is a need to fully understand the corporate
culture in which you are operating.

¢ l|dentify key stakeholders within the organization — from the
board of directors and the CEO to senior executives — and bring the
supplier diversity (SD) program’s goals in line with their objectives.
It’s important to get buy-in at all levels of the organization, not just
at the corporate or C-suite level but at points where the actual
procurement and purchasing takes place.

® Focus on the economic impact. Avoid soft arguments. In
making the business case, the arguments have to integrate
strategy, business goals, and financial expectations. Without
a fully integrated and aligned program, no business case for
supplier diversity can be successful. Identify purchasing and
consumption patterns to make a better economic case for
aligning procurement with those patterns. For example,
in areas where consumption by ethnically diverse and women
groups is high, the case for supplier diversity in those areas
should carry more weight.
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® Ensure and emphasize that the supplier diversity program is

aligned with overall corporate philosophy, corporate values, and
the mission statement of the company. Those who are in the SD
program need to recognize that it has to be market driven and,
as the marketplace changes, the program needs to be reshaped
and modified based on those changes.

Supplier diversity executives must first understand the critical
drivers for each business unit to make a successful case for the
program. Take time to learn each individual unit’s critical business
objectives. Moreover, the measurements that are established to
demonstrate the viability of the SD program have to be aligned
so that they speak directly to each department’s own success
measurements. You’ve got to help them win every day.

Make all parties and vendors accountable for diversity. The tone
a company sets in dealing with its suppliers in the fulfillment of

diversity initiatives must be reflected within the organization as
well. Consistency of the accountability message both externally
and internally is critical.

Identify and assess the overall supplier population to determine
its performance and evaluate its strengths and weaknesses.
Hard data based on such an assessment supports the

business case. Additional support comes from the programs

of other companies. For example, companies such as Cisco

and Proctor and Gamble have demonstrated success in the
growth of diverse suppliers by implementing a structured
development process, subcontracting plans to include diverse
supplier growth strategies, and ensuring accountability and
responsibility at the most senior level of management.

Reach out to successful program experts as well as groups
such as the National Minority Supplier Development Council®
(NMSDC). Enlisting external voices can go a long way in
convincing executives within your organization that supplier
diversity should be an integral part of the strategic business plan.

Effective and constant communication of the business case and
the competitive advantage that an SD program can bring to an
organization is vital. Whenever possible use the language that
business leaders use and understand. While it may be against
many ingrained corporate habits of cordial communication, part
of building the business case is daring to cause discomfort.
Courageous conversations are essential.
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Case Study: Supplier Diversity—
A Compelling Brand Differentiator

The “well-informed” business development team

There is no single method of turning a supplier diversity
(SD) initiative into a competitive advantage. RTI
International is a simple example of only one of the
potential types of evolution in which a SD initiative can
migrate from a traditional procurement support function
into an effective business development tool. RTT is one of
the world’s leading research institutes, providing research
and technical services to governments and businesses

in more than 40 countries in the areas of health and
pharmaceuticals, education and training, surveys and

statistics, advanced technology, international development,

economic and social policy, energy and the environment,
and laboratory testing and chemical analysis.

In 2008, RTI’s strategic planning and business development

group formed a task force of business developers and board
members to study the impact of SD. The team realized
that certain weak SD program elements had turned into
business development obstacles for RTI. They found that:

® RTI's revenue had been negatively affected by certain SD program
weaknesses because RTI lacked an effective diverse business
partnering process. Some of the weaknesses were due, in part,
to SD being embedded in purchasing and operating as a post-
award (post-sales) function.

® Clients, in most cases, continued to expect increasing SD goals
from RTI.

® There were often some inherent tensions between RTI’s clients’
technical managers, procurement officers, and the SD officers.

The task force findings were documented in a 100-plus-
page white paper, which resulted in RTI adopting various
task force recommendations, including:

* SD raising awareness and educating staff on the value of supplier
diversity (e.g., over 130 RTI staff members took the 2-hour SD/
partnering program class in 2010);

® SD being involved in earlier stages of the business development
process (e.g., the SD function was moved from the office of
procurement and placed in the office of contracts, which is
a sales support function at RTI);

® SD clearly understanding the client’s SD requirements and
assisting RTI’s capture, proposal, and domain leaders in crafting
the best possible client proposal content and helping deliver
the expected results.
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RTI implemented the Partner Link-up System, which is an
integrated supplier portal branded as PLUS that facilitates
the diverse business partnering process; submitting a PLUS
profile is only one of the steps that a prospective diverse
partner must take to develop a successful relationship

with RTT. Potential partners are encouraged to attend RTI
symposiums and network with technical staff at industry
events, subscribe to RTI news, stay engaged with RTI
experts, explore commercialization benefits of RTI’s patents
and scientific discoveries, review the current list of requests
for proposals (RFPs) on the website, and bring business
development opportunities and ideas to RTT’s attention
(see box below). RTI realized that not all diverse business
trade fairs provide a good enough return on investment; as
a result, RTT only supports productive outreach events and
also began hosting its own diverse business matchmaking
events (e.g., RTI’s first internal supplier diversity trade

fair brought in approximately 250 RTI employees, which
demonstrates the level of interest in SD). In addition to the
use of the PLUS database, RTI’s SD uses two additional
database subscription services to identify and track diverse
business development opportunities.

As part of its Partner Link-up System (PLUS) partnering
process, RTI provides potential partners/suppliers with a
host of instantly accessible information, including:

® Subscribe to RTI news

® Follow RTI on: facebook | LinkedIn | youtube | Twitter

® Review the current list of RFPs; review RTI’s PO and
subcontracts terms and conditions

* Determine which of your services/expertise would
complement RTI’s expertise

* Determine if you have technical project experience with
RTI’s clients and funding sources

* Network with RTI’s research staff at industry events and
stay engaged with RTIl experts, or research colleagues
that you already know

® Explore innovation and commercialization potential of RTI’s
patents and scientific discoveries and commercial services
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Until 2008, RTT’s SD activities were mainly focused on
matching diverse suppliers to procurement opportunities
and socializing with diverse community groups; today, RTI’s
office of SD focuses on the pre-award (pre-sales) process,
increasing client satisfaction, and the identification of diverse
subcontractors and consultants that have the potential

of becoming strategic partners as well as clients. RTT is
learning to look for opportunities beyond the traditional SD
elements by seeking small/diverse suppliers as the targets for
procurements and also sales activities, and over the years
RTI has engaged in spinning off as well as acquiring small
businesses (e.g., in 2009, RTI acquired Maxima Resources,
a minority/woman-owned business enterprise).

In summary, from 2008 to 2010, RTI doubled the participa-
tion percentage of procurements from MWBEs, increased
pre-sales teaming activities with MWBEs, and clients’
acceptance of RTI proposals’ (supplier diversity) subcon-
tracting plans increased as well. The key takeaways are:

* SD officers should clearly understand and leverage today’s
business environment, which encompasses customers with high
expectations, a highly competitive environment, and a marketplace
with complex geopolitical and socioeconomic factors.

* SD officers should develop and execute a sales and marketing
plan that aligns with their unique corporate structure and business
development strategy.

® The modern SD initiative must not only support revenue growth
but must also demonstrate real economic development benefits
to the overall diverse business community.
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Conclusion

Insanity has been defined as “doing the same thing over
and over again and expecting different results.” It is
incumbent upon the supplier diversity leader to think
differently about how to best express the value proposition
for the company’s programs.

As the economy gives the appearance of recovery, most
enterprises are positioning themselves for pending growth,
regardless of the pace of growth. Now is a time to alter
the thinking on supplier diversity and position it as more
proactive than reactive. What better way to begin the
transformation, other than to be at the table with the
paying customer.
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About The Conference Board Supplier Diversity Leadership Council (SDLC)

Enduring relationships with trusted peers are the core of the Council experience. Enhanced by our global, enterprise-wide reach,
these relationships span the world and extend the value of Council membership. Confidential peer dialogue provides you with a
broader perspective and shared experiences, as well as access to specific knowledge and best practices.

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 MWBEs

Diversity is about more than numbers and political correctness; 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.

Member companies include:

Cisco Systems Inc.

Pitney Bowes, Inc.
Southern California Edison
Abbott

The Coca-Cola Company
Nestlé USA, Inc.

Tyco International (U.S.) Inc.
SUPERVALU Inc.

Deere & Company
Highmark Inc.

Marriott International, Inc.
Medtronic, Inc.

Terex Corporation

The Boeing Company
Humana Inc.

Citigroup Inc.
PricewaterhouseCoopers LLP
UPS

Darden Restaurants Inc.
Hilton Worldwide

6 SUPPLIER DIVERSITY: HELPING TO ENHANCE THE CORPORATE BRAND

Amgen, Inc.

Sams Club

MillerCoors LLC

Capital One Financial Corporation
RTI International

Northrop Grumman Corporation
Turner Construction Company
IBM Corporation

Kaiser Permanente

McKesson Corporation

Cargill Inc.

Hewlett-Packard Company
Accenture

Pfizer Inc

DuPont

BNSF Railway Company
MeadWestvaco Corporation
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 Council 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, +1 212 339 0232 or carol.courter@conferenceboard.org

To become a member or inquire about membership with The Conference Board, call: +1 212 339 0230
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