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Building a business case for an
effective supplier Diversity Program:

Why your company
still needs a
supplier diversity
program in 2024
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. Introduction to Supplier
+ Diversity Programs

A supplier diversity program is a proactive business strategy that encourages the use
of suppliers from diverse backgrounds, including minority-owned, women-owned,
veteran-owned, and disabled-owned businesses. These programs aim to create a
more inclusive supply chain, drive innovation, and contribute to economic growth in

underrepresented communities.

The importance of Supplier
Diversity Programs

Supplier diversity is not just a social responsibility; it is a strategic business imperative.
Diverse suppliers bring unique perspectives, innovative solutions, and competitive pricing,
which can enhance the overall quality and efficiency of the supply chain. Additionally, a
diverse supplier base can help companies better understand and serve diverse customer
markets, leading to increased market share and customer loyalty.

Challenges

Establishing a supplier diversity program from scratch presents numerous obstacles,

including:

especially upper management and C-suite executives, can be a major

s

@/? Resistance from Leadership: Garnering support from key stakeholders,
™

hurdle. Convincing them of the benefits and importance of supplier
diversity may require a significant effort.
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Cultural Shift: Implementing a supplier diversity program often requires a
cultural transformation within the organization. This may involve changing

&

existing procurement practices, supplier relationships, and internal processes,
which can be met with resistance from employees.
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Lack of Awareness: Some organizations may not fully understand the value
and impact of supplier diversity, leading to a lack of awareness or buy-in from
multiple stakeholders.

Limited Resources: Establishing and managing a supplier diversity program
requires dedicated resources, both in terms of personnel and budget. Limited

resources can hinder the effective implementation of such programs.

Supplier Readiness: Finding diverse suppliers that meet the organization's needs

B

and standards can be challenging. Ensuring these suppliers are qualified, reliable,
and competitive may require additional effort.

Measurement and Reporting: Tracking and measuring the success of a supplier

<
S

diversity program is crucial for demonstrating its impact. Setting up appropriate
metrics and reporting mechanisms can be complex and time-consuming.

. @ Competing Priorities: In a fast-paced business environment, supplier diversity
@ - initiatives may sometimes take a back seat to other pressing priorities, making it
challenging to maintain momentum and focus on the program.

Complex Regulations: Compliance with diverse supplier regulations can be
time-consuming and costly, especially for companies operating in multiple

regions with varying requirements.

=t Changing Policies: Shifts in government leadership can lead to policy changes
/ that either support or undermine supplier diversity initiatives.

Economic Conditions: During economic downturns, companies may prioritize
cost-cutting over diversity initiatives, leading to reduced funding and support for
supplier diversity programs.

Addressing these obstacles requires a strategic approach, clear communication, ongoing
education, and commitment from all levels of the organization. It's essential to demonstrate
the business case for supplier diversity and showcase the long-term benefits it can bring to
the company, its suppliers, and the broader community.
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g, Reasons to invest in supplier
diversity programs

Despite these challenges, there are compelling reasons to invest
in supplier diversity programs:

e N\
Innovation: Brand Reputation:
Diverse suppliers bring A commitment to supplier
fresh ideas and diversity can enhance a
innovative solutions that company’s reputation and
can drive business growth brand loyalty among
and competitiveness. customers who value social
responsibility.
\ /NS
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by Social Equity:
Development:
_ _ Supplier diversity programs
Supporting diverse promote social equity by
suppliers contributes to providing opportunities for
economic growth and job businesses that have
creation in historically been
underrepresented marginalized
communities. '
o J
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Supply Chain Resilience:
A diverse supplier base can reduce dependency
on a limited number of suppliers, enhancing
supply chain resilience and reducing risk.
o

|
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ﬁﬁﬁr Key Talking Points

Despite objections from executive management, there are FIVE important talking points
that can influence the internal perception of these programs. It is important not to get
bogged down in a “bare minimum” strategy that undermines the more direct and tangible
benefits of having a robust supplier diversity program.
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Instituting a Supplier Diversity
Program is the Right Thing to Do
Ethically and Economically.

If your organization is concerned with responsible corporate citizenship, instituting a
supplier diversity program is the right thing to do. Your business may already have diversity
initiatives in place for workforce and investment. Supplier diversity runs parallel and often
intersects with other diversity initiatives already part of your organization’s culture.

Supplier diversity isn't just a warm and fuzzy
project - it's good for economic growth. -

v/ The U.S. Small Business Administration estimates the US has about 8 million
minority-owned companies. According to the National Minority Supplier
Diversity Council, these companies generate $400 billion in economic
output, leading to 2.2 million jobs and $49 billion in annual tax revenue.

v Diverse-owned and small businesses are a massive source of growth in the
US economy. A 2015 study by Womanable and American Express showed
that woman-owned businesses in the US created over 300,000 new jobs
while male-owned businesses cut over 1 million jobs.

Organizations that fail to see the ethical or economic value of
adopting inclusive practices are certain to be left behind.
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Supplier Diversity Programs
é@ Create Stronger, More Resilient

—— Supply Chains

Your organization’'s supply chain will be more agile and resilient when it includes diverse
suppliers. Having more sourcing options in your supplier pool means that when one supplier
falls through, another supplier can come through.

Instituting a supplier diversity program alongside a multi-sourcing strategy ensures your
supply chain is better protected from natural disasters, wars, pandemics, and unforeseen
emergencies.

3) Supplier Diversity Programs Save
=~ Money and Create New Opportunities

Diverse and small businesses are often more price competitive than their large, non-diverse
counterparts, so including them in your supply chain encourages competition and drives down
costs.

According to this study, even when procurement teams had even slightly higher supplier
diversity adoption rates, they managed to generate around 133% better returns on the cost of
procurement, which created an extra $3.6 million for their organization’s bottom line.

Another study shows that organizations that adopt supplier diversity programs are more likely
to penetrate into new markets and find new customers and clients.
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m Supplier Diversity Programs
Mitigate Supply Chain Risk

Supplier diversity programs are crucial in mitigating risks associated with disruptions, quality
issues, and geopolitical challenges. By engaging with a diverse range of suppliers,
companies can reduce their dependence on a single source, thereby minimizing the impact
of potential disruptions such as natural disasters, economic crises, or supplier insolvencies.

Additionally, a diverse supplier base brings in new expertise and capabilities, enhancing the
overall quality of products and services. This can help mitigate quality issues that may arise

from relying on a limited pool of suppliers. Moreover, sourcing from diverse suppliers across

different regions and countries can help companies navigate geopolitical uncertainties and
trade risks, ensuring a more stable and resilient supply chain.

Overall, supplier diversity programs offer companies a strategic advantage in managing
risks effectively and building a more sustainable and robust supply chain.

o Supplier Diversity Programs Foster
p Innovation and Collaboration

Innovation oftentimes happens outside of mainstream markets, and that's oftentimes
where small and diverse suppliers are forced to operate. These suppliers differentiate
themselves from their larger competitors by constantly innovating and working with their
clients on innovative solutions. Small and diverse businesses also tend to be more
adaptive and can quickly find solutions to your organization’s challenges.

Without access to these nimble, small, and diverse suppliers, your organization won't be
able to access the full spectrum of innovation that naturally happens when you prioritize
a diverse supplier base,
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' Strategies For Success

To build a successful supplier diversity program, companies should consider the
following pillars as strategic essentials and part of a strong business case:

C o
f;:f&; Leadership and Sponsorship -+

v Executive Support: Secure buy-in from top leadership to ensure the program receives
the necessary resources and visibility.

v Clear Goals: Establish clear, measurable goals and KPlIs to track progress and
demonstrate the program’s value.

{%}:ﬂ Data Management 4

v Accurate Data: Collect and manage accurate supplier data to identify opportunities
and track progress.

v Regular Updates: Continuously update supplier information to ensure data accuracy
and relevance,

ﬁ Supplier Development ——

v Support and Resources: Provide resources and support to help diverse suppliers meet
the company's standards and requirements.

v Mentorship Programs: Implement mentorship programs to help diverse suppliers grow
and succeed

Q
g;@ Communication and Reporting -

v Transparent Communication: Regularly communicate the program's progress and
impact to stakeholders.

v Impact Reporting: Measure and report on the economic and social impact of the
supplier diversity program.
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Presented properly, with the right evidence, and with the right plan, the benefits of a
supplier diversity program are undeniable.

Supplier diversity programs make sound business sense because they foster innovation,
expand market reach, enhance brand reputation, and contribute to economic and social
equity.

With strong leadership, clear goals, accurate data, and ongoing support, companies can
overcome these hurdles and create impactful supplier diversity programs that drive
long-term success.

Measuring Impact - Case Studies

We need some case studies here with facts and figures. This
could include metrics related to job creation, community
development, or diversity and inclusion initiatives.

O(}é% The .Supplier Gateway
oy o Business Case Framework

Building a business case for a supplier diversity program involves several key components
and steps. In our experience helping hundreds of organizations better manage their supplier
diversity programs, the main elements of a compelling business case are included below:

@ Establish the Vision and Goals -+

v/ Define Success: Clearly outline what success looks like for your program. This could include
specific targets such as increasing spend with diverse suppliers by a certain percentage
year over year or improving supplier retention rates.

v Get Leadership Buy-In: Explain the business case for supplier diversity and how it aligns
with company values—secure support from leadership and key stakeholders.

v Set Measurable Goals and KPls: Determine how you will track and report progress. Metrics
might include the number of diverse suppliers in RFPs, the percentage of spend with
diverse suppliers, and supplier retention rates.
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@E Data Management +

v Accurate Data Collection: Ensure accurate supplier information, including diversity
data. This is crucial for setting benchmarks and tracking progress.

v Data Enrichment: Enhance your current supplier data to identify diverse suppliers you
already work with and verify other supplier information like classifications and
certifications.

;}éj Supplier Onboarding +

v Streamlined Process: Create a supplier application that captures critical details about
suppliers and their business. Use a self-service supplier registration and onboarding
portal to make the process easy.

v Risk Assessment: Conduct a risk assessment for each new supplier, reviewing
financials, insurance coverage, quality certifications, and safety records.

v Centralized Data: Enter approved supplier data into your supplier management
system to centralize information and enable easy reporting and monitoring.

Ongoing Data Management +

v/ Regular Updates: Allow suppliers to update their profiles regularly to ensure data
accuracy.

v Continuous Monitoring: Conduct regular data reviews and updates to refine your
program and identify areas for improvement.

E& Promotion and Support -+

v Promote the Program: Promote your supplier diversity program on your company

website, social media, and at diverse business events.

v Provide Resources: Offer resources and support, such as networking events,
mentoring programs, and educational resources, to help diverse suppliers strengthen
their businesses.
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Measure and Report -+

v/ Track Metrics: Measure how much you spend with diverse suppliers and the impact of
this spending on the community.

v Report Results: Share metrics and insights with stakeholders to demonstrate the
success and value of your supplier diversity program.

@ Continuous Improvement +

v/ Feedback and Refinement: Seek feedback from suppliers and internal stakeholders to
continuously improve your program. Look for patterns in your data to identify
opportunities for enhancement.

Focusing on these components can help you build a strong business case for a supplier
diversity program that aligns with your company’s strategic goals and delivers
medasurable benefits.

In conclusion, establishing and maintaining an effective

supplier diversity program is challenging. but the benefits

far outweigh the obstacles. By embracing supplier

diversity, companies can drive innovation, expand market

. reach, enhance brand reputation, contribute to economic

Closing — _ »

growth and social equity, and build a more resilient and
Thoughts

agile supply chain.

To successfully build a business case for a supplier diversity program, companies
must secure leadership buy-in, set clear goals and measurable KPls, prioritize
accurate data management, support supplier development, communicate
transparently, and continuously measure and report on the program’'s impact.

Through strategic leadership, commitment to diversity and inclusion, and a focus
on continuous improvement, organizations can overcome the challenges of
implementing a supplier diversity program and realize the long-term advantages it
brings to the company, its suppliers, and the broader community. Supplier diversity
is not just a moral imperative; it is a strategic business decision that can drive
sustainable growth and success in today’s diverse and dynamic marketplace.



