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Collaboration in Times of Uncertainty
Why business must develop a collective consciousness

“The issues we face are so big and the targets are so challenging that we cannot do it alone.
When you look at any issue, such as food or water scarcity, it is very clear that
no individual institution, government or company can provide the solution.”’

Paul Polman, CEO, Unilever

OVERVIEW

In recent years, various efforts have been made by businesses, government and Non-
Governmental Organizations (NGOs) to collaborate on environmental and social issues
that plague our world. For example:

e The 2004 Indian Ocean tsunami in South Asia saw unprecedented collaboration among
businesses and relief organizations. American companies mobilized more than $565
million in donations. In particular The Coca-Cola Company and the Red Cross played
a key role in the relief efforts.2

* The national disaster partnership between Walmart and the United States government
has proven to be bene cial and allowed for improved preparedness and faster response.
For example, collaboration with government during Hurricane Sandy led to Walmart
stores re-opening at a much quicker rate and the government was able to distribute
resources more ef ciently.®
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For many in the business community,

where everyone is ghting for market share,
collaboration seems counterintuitive to the
highly competitive landscape in which we
operate. As Mr. Polman notes above, the major
issues and risks facing society today require
the collective efforts of all major institutions.
Imagine the collective progress that can be
achieved if we nd more effective means to
work together.

This White Paper is a result of the fth annual
Leaders in Sustainable Thinking workshop that
convened in Toronto on Wednesday, October
26, 2016 to discuss Managing Business
Resiliency and Innovation in the Retail Value
Chain.

Participants in this year’s roundtable include:

Kevin Burgess, Business Development,
BASF Canada

Nick Carusi, Director Operations,
Gordon Food Service Canada

John Coyne, Vice-President and General
Counsel, Unilever Canada

Rachel Doll, Leading Marketing & Innovation,
Tetra Pak

Alexandra Eakins, Sustainability Analyst,
Sobeys

Tim Faveri, Vice President, Sustainability
& Shared Value, Maple Leaf Foods Inc

Sonya Fiorini, Senior Director,
Corporate Social Responsibility,
Loblaw Companies Limited

Michelle Gelinas, Associate Director,
Sales Kellogg’s Canada

Jennifer Lambert, PC - Senior Manager,
Sustainability, Loblaw Companies Limited

Claudia Leon, Retail Sector Lead,
BASF Canada

Jeff Leung, Environmental Stewardship and
Compliance Specialist, STAPLES Canada

Joel Longland, Manager, Sustainability and
Stakeholder Relations, Coca-Cola Ltd.

Kevin Kingsbury, Director, Global
Environmental Sustainability, McCain Foods

Jessica Kirshenblat-Gooderham, Customer
Development Manager - Loblaw, General Mills
Canada

Jill Kolling, Senior Director Sustainability,
Cargill

Jessica Krasin, Manager, Environmental
Brands, Kruger Products

Walter Kraus, Vice President,
Environment & Corporate Sustainability,
Weston Foods (Canada) Inc.

Jamie MacKinnon, Global Sustainability
Senior Manager, Molson Coors

Joanne McMillin, Associate Vice President,
Business Sustainability, Canadian Tire

Tyler Pronyk, Director, Distribution,
Equipment & Packaging,
A&W Food Services of Canada Inc.

Steven Sage, Vice President, Sustainability
& Innovation, Kruger Products

Martin Scuccimarri, Director of Corporate
Sustainability, Saputo Inc.

Melanee Short, Deputy Director,
Environment and Sustainability, Sanof Pasteur
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Rob Simpson, Director, Operational
Sustainability & Energy, lvanhoe Cambridge

Serguei Chertok, Sustainability Specialist,
Grand and Toy

Andrew Telfer, Manager, Sustainability,
Walmart Canada

Puninda Thind, Sustainability Manager,
Bentall Kennedy

Scott Thornton, Managing Director,
Tetra Pak Canada

The consensus amongst participants at the
workshop was that moving forward, new and
varied forms of collaboration are necessary

as our world becomes more dif cult to
navigate. The exploration highlighted a real
challenge in facilitating industry collaboration,
especially given the range of subjects that were
discussed, such as food, packaging and energy
ef ciency. While the roundtable participants
have advanced their individual organization’s
sustainability programs, there is still
nervousness when it comes to collaboration
due to concerns about competitive issues.
Despite the hesitation, participants recognized
the bene ts of collaboration and felt that a
forum was needed to facilitate this industry
collaboration. Leaders in Sustainable Thinking
acts as an excellent starting point for the
creation of this forum.

The following is a discussion on how the
Canadian retail/supplier community can begin
to develop a collective effort to best prepare
and manage changes to our world, such as
environmental disruption. This White Paper
demonstrates a need to challenge traditional
viewpoints on competition and is intended to
spark a discussion around opportunities for

innovative industry collaboration. It is evident
that moving toward a spirit of true collaboration
will improve the bottom line and dramatically
reduce our impact on the environment.

This discussion is broken down into six sections:
1. Megatrends

2. State of Canadian Infrastructure

3. Risk Management and Information Sharing
4. Collaboration

5. Existing Efforts

6. Opportunities
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MEGATRENDS

An overview of emerging global and Canadian patterns
and their relevance to the retail value chain
The Rate of Change

It is dif cult to predict what the world will look like in the next ve to ten years. The
rate of change in economic, social and environmental areas is dramatic. The impact
this change is having on the retail value chain is broad and making it increasingly
challenging for businesses to plan accurately. Concurrently, trust in governments,
business and institutions are declining. Access and availability to resources will
become increasingly scarce and environmental stress will have a dramatic impact
on business.

On the positive side, sustainability has become a much greater focus for businesses
and governments over the last ten years. Going forward, the actions of both are being
increasingly judged through the lens of sustainability.

Canadian Megatrends

The following outlines major threats posed to supply chains in our rapidly
changing world:

Rising Temperatures

From 1948 to 2013, the average annual temperature in Canada warmed by 1.6 °C
relative to the 1961-1990 average.* This change is a higher rate of warming than in
most other regions of the world, which means that Canada’s climate is expected to
undergo considerable change in the future. Future warming will be accompanied by
other impacts, including the amount and distribution of rain, snow and ice, the risk

of extreme weather events, such as heat waves, heavy rainfalls and related ooding,
dry spells and/or droughts and forest res.> The estimated cost of the 2016 Fort
McMurray wild re was $3.5 billion. In 2011, the National Round Table on the Economy
and the Environment (NRT) estimated that the cost of climate change in Canada could
grow from between $21 billion to $43 billion per year by 2050; roughly one per cent of
Canada’s GDP for that year.t Since this estimation was published many experts have
speculated that this number could be closer to $91 billion.”

Rising Sea Levels

Canada has the longest coastline in the world and thus rising sea levels pose a
dramatic threat to many of our regions. These changing ocean environments will
have a signi cant effect on Canadian shorelines, including changes in average and
extreme sea level, wave regimes and ice conditions. Up to 28,000 dwellings could
be underwater in Canada by 2050, either temporarily as a result of storm surges
or permanently as a result of sea-level rise. A more recent report from Climate
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Central determined that 737,000 Canadians
will be affected by sea-level rise if average
global temperatures do in-fact rise by 2°C.8
According to a study by the University of
Southhampton, in a few decades, coastal

ooding could cost the global economy
upwards of $1 trillion a year — and Vancouver
is one of the cities most at-risk for losses.®

Floods
One of the biggest issues facing supply chains
is ooding. Floods have become more frequent
and have emerged as one of the single most
destructive phenomenons associated with
climate change. The estimated annual cost of
oods in Canada is $673 million and costs are
expected to grow exponentially.’® The oods
in Toronto and Calgary in 2013 are two of
Canada’s costliest natural catastrophes. The
Calgary ood alone caused almost $6 billion
in damages. It is estimated that oods will cost
the Federal Disaster Fund $900 million annually
over the next ve years.* To combat this issue
there is dire need for comprehensive ood
management plans to be put in place.

Drought

The California drought in 2013 had a major
ripple effect on Canada, as California is a “fruit
and vegetable basket” to the world. In 2013
alone, Canada imported $2.7 billion in food
products from California.*? In the Canadian
Prairies, the 2001 and 2002 droughts were
long-lasting and brought negative impacts to
many economic sectors. Shortages of water
and droughts mean harsh impacts on crop
yields, particularly in Western Canada. More
intense and longer droughts are projected in
the Prairies in the future. Droughts also have
major implications on forestry, and therefore,
the paper industry.

What does this mean?

The Commissioner of the Environment and
Sustainable Development summarized it best,
“Severe weather events have resulted in rising
costs to governments at all levels and, by
extension, to all Canadians.”®®

The impacts of climate change differ

signi cantly among the agriculture, shing and
non-commercial food supply sectors. Howevet,
common challenges emerge, including threats
to food supply and risks to the transportation
systems upon which these sectors rely.

Since 2010, insured damages from extreme
weather events in Canada have cost almost
$8 billion which is only a portion of the total
economic cost to the country.* In Canada,
the annual insured losses, as a result of large
severe weather events, have gone from an
average of $400 million a year in the 1980’s
to around $1 billion a year today.*®

This changing landscape is reshaping the risk
and opportunity pro le for retailers and their
suppliers, requiring innovation to manage the
current and emerging effects of environmental
disruption with other interrelated and material
issues, such as the deterioration of infrastructure.
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STATE OF CANADIAN
INFRASTRUCTURE

Another major concern is the inability of our current aging infrastructure to cope with
the reality of climate change and extreme weather. This dynamic will result in increased
supply chain disruptions and damage.

Waste Management/Sewer and Water Main Association

In 2012, the Canadian Infrastructure Report Card estimated the current value of
Canadian water assets to be $362 billion. More than $80 billion will be needed to
replace aging water infrastructure over the next 20 years. Another $20 billion is needed
to upgrade existing infrastructure to meet new federal wastewater regulations over

the same time period. This gure does not include investments to accommodate
population growth, adapt to climate change or improve service.®

According to the 2016 Canadian Infrastructure Report Card, the current reinvestment
levels in infrastructure will result in a decline in the condition of wastewater assets over
time.r” The report is based on nation-wide surveys to municipalities.

Roads and Bridges

In 2016, the Canadian Infrastructure Report Card also found that the current
reinvestment levels in infrastructure will result in a decline in the conditions of roads
and bridges over time.!®

According to recent estimates from the McKinsey Global Institute, the world needs to
increase investment in transportation, power, water and telecommunication systems
from $2.5 trillion a year to $3.3 trillion every year through 2030 to support projected
economic growth.°

What does this mean?

We are straining our current infrastructure to its limits, which has made it increasingly
sensitive to shocks. Adaptive measures must be taken to limit costs and to
dramatically strengthen the resiliency of our infrastructure.

In the 2016 Federal Budget, the Canadian government committed $5 billion to green
infrastructure, $2 billion of which will ow through Infrastructure Canada’s new Clean
Water and Wastewater Fund (CWWF) to provide communities with more reliable water
and wastewater systems.? The federal government has also introduced the Canadian
Infrastructure Bank that will provide low-cost nancing for new infrastructure projects.

Industry must work with government to dramatically increase the rate with which
infrastructure is renewed. It must also develop a means by which it can work with
governments to identify future needs and how best to make necessary investments,
through means such as the Canadian Infrastructure Bank, as a way to mitigate the
issues affecting our aging infrastructure.
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SH0) RISK MANAGEMENT &
INFORMATION SHARING

Risk Assessment

What if industry shared all the risk assessments they are undergoing at a micro and
macro level? An Accenture report, The Accenture Global Operations Megatrends, on
worldwide supply chain vulnerability pointed to a lack of emissions targets and water
risk assessments as key issues to be addressed by Canadian companies. Of note, the
report highlights that, “While most companies agreed on the importance of operations
and supply chain risk management, there is no standardized approach to managing it.”%

If transportation in a particular region is halted because of ooding, what would the
risk look like for businesses? If another major drought sweeps the Prairies, how
are businesses prepared to deal with dramatically rising food costs? Are forestry
companies prepared for the impacts of a wild re?

It is evident from the examples outlined above that climate change and the current
state of Canadian infrastructure require a deeper level of risk assessment and one that
is collaborative in nature.

Information Sharing

Information sharing can help supply chains by providing visibility into factors that drive
risk mitigation. With better visibility, there is greater clarity around supplier locations in
at-risk zones and companies can begin to reduce reliance on them.

For example, The Coca-Cola Company has conducted Source Water Vulnerability
Assessments (SVA) for each of the watersheds that host a bottling plant — globally.
This information contains the state of the watershed, its infrastructure, its vulnerabilities
and risks. It has also created source water protection plans (SWPP) to address

identi ed vulnerabilities for all the communities in which these plants operate. Many

of the projects that it supports are done in collaboration with local communities,
governments and other respected third-party partners.??

KPMG Currents of Change

The KPMG Report on Corporate Responsibility explores how the world’s largest 250
companies report on carbon emissions and other corporate responsibility data and
trends. KPMG publishes the report as a means of guidance for other companies and is
a prime example of how companies can effectively share data with one another.
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COLLABORATION

Business interactions have historically been transactional, whereas collaboration by
its very nature is not. Collaboration must be based upon mutual self-interest. The
challenge is getting businesses to think and act urgently on matters that impact the
‘health’ of society rather than just its bottom line. These areas have been typically
viewed as the responsibility of government but most would state that the issues have
become greater than those that government can address in isolation. Concurrently,
it’s important to think about how collaboration can be improved between businesses
and the government in a manner that allows actions to proceed with the speed and
ef ciency associated with normal business practices. Clear, common objectives are
needed as is a decision-making system based upon collaboration, trust, leadership
and discipline.

Common Issues Associated with Collaboration

Organizations facing the same issues are often competitors and/or have a dynamic
relationship, such as with retailers and suppliers. There is an underlying fear that
collaboration between competitors could undermine companies’ competitive
advantages. Often collaboration involves bringing together disparate partners,
such as NGOs and government, and is less frequent amongst competitors.

For effective collaboration, businesses need to know that efforts will be rewarded with
some sort of progress. Concurrently, identifying who to collaborate with, whether it is
competitors, the broader business community, NGOs, academics and/or government
can be a challenge. Often collaboration requires a level of leadership and a vision that
is rare in the business community. One must identify issues that threaten the greater
good and create solutions that require multiple parties to join together to achieve a
common bene t where the individual contributions equate to something that is greater
than the sum of its parts. Creating these alliances amongst peers allows for shared
problem solving. Identifying like-minded collaborators and ensuring the appropriate
processes are in place are the rst steps toward achieving positive results.

Collaboration and Information Sharing

It is particularly vital that those with more sophisticated supply chains, such as top
retailers, share risk assessment information with one another. This collaboration makes
both good business sense and should have a positive impact on the broader operating
environment. We cannot truly prepare for environmental disruption until we know the
risks, therefore, information sharing is essential.
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Fostering a Spirit of Collaboration

A shift in mindset is needed and the notion of
‘competition’ needs to be rede ned. If industry
is truly prepared to walk down a path towards
more collaboration, the question must be
asked, what are companies prepared to share
and/or sacri ce in order to achieve its greater
goals? Traditional viewpoints on competition,
value-creation and business modules will have
to be challenged. Currently, the view of most
businesses is that all issues affecting their
business are competitive. This default way of
thinking needs to change.

As a rst step, the concept of pre-competitive
collaboration needs to become more
commonplace. Pre-competitive collaboration
when “competitors share early stage
information or efforts, such as research,

that bene t all.”?. An example of successful
pre-competitive collaboration is Diageo,

the multinational beverage company who
convened a taskforce to address water risk in
Nairobi. The taskforce consists of competitors
and local and international governments
working together to address a common
threat.2*

"We realized we couldn't do it on our own
and that to make a real difference in the
broader watershed, businesses will have to
work together with new partners, many of
whom we hadn't worked with before," says
Michael Alexander, Diageo's global head of
environment.

Another example of pre-competitive
collaboration is the Beauty and Personal Care
Products Sustainability Summit, which was
hosted by competitors Target and Walmart in
the fall of 2014. The Summit was a gathering

of 75 representatives from brand owners,
chemical suppliers, other retailers, NGOs and
thought leaders who came together to explore
shared challenges and potential solutions to
increasing the sustainability of the products
on their shelves.®

In light of the quote from Mr. Polman of
Unilever that opened this paper there is a
strong need to create this new framework
for collaboration. This new framework will
need to address if a joint risk is competitive,
and if not, what can be done to nd

avenues for collaboration that make sense
between competitors in the face of massive
sustainability challenges. Collaboration is

no longer a “nice to do,” as it relates to
sustainable operations but rather a “need to
do,” in today’s environment. Businesses need
to develop a collective consciousness, which
is good business sense and a moral duty.
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5108 EXISTING EFFORTS

Models of how different players have come together to tackle issues of social and
environmental disruption and what industry can learn from them:

Partners For Action

Partners For Action is a collaboration created by The Co-operators Group Ltd. in
response to the oods in Calgary and Toronto in 2013. This is a unique group of
diverse stakeholders including competitors, academics, governments and NGOs, now
housed at the University of Waterloo.?® The mandate of the collaboration is to build

ood resilience for Canadians. Partners For Action is a direct response to a lack of
resiliency in Canada with regards to ooding and has worked effectively in its efforts to
mobilize a variety of stakeholders.

Network For Business Sustainability

In its 2016 report, the network identi ed collaborating for sustainability as one of the
Top Business Challenges in Sustainability in 2016. The organization created a toolkit
to help businesses pursue a path of increased individual collaboration. The tool is an
interesting avenue that could be considered as a way to increase collaboration.

Recyclingin Canada

In 2014, Canada’s leading retailers and manufacturers created a national, non-pro t
organization entitled the Canadian Stewardship Services Alliance (CSSA), designed to
co-ordinate all of the recycling/stewardship programs in Canada in order to achieve
better recycling performance. This organization partners with provincial stewardship
organizations, provincial governments, local governments and waste management
companies to provide recycling and waste management services, and leading
expertise to nearly 20 million Canadians.?” The CSSA is arguably the greatest example
of industry collaboration within the consumer package goods (CPG) sector in Canada
and is a model by which future collaborative efforts could be based upon.

The Canadian Chamber of Commerce (CCC)

The CCC named climate change as a threat to the private sector for the rst time in its
2016 annual report on Canada’s Top 10 Barriers to Competitiveness. The association
called on the federal government to play an active role in creating a national strategy to
deal with impacts of climate change and create a carbon regulatory system.
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Food & Consumer Products of Canada
(FCPO)

The FCPC is Canada’s largest industry
association, representing the major companies
that manufacture and distribute food, beverage
and consumer goods found in grocery stores
in Canada.?® FCPC works with stakeholders
including government, retail and foodservice
trading partners and regulatory bodies to

nd collaborative solutions on various issues,
such as supply chain ef ciencies. In practice,
FCPC focuses the majority of its efforts on
creating a positive regulatory environment for
its members. Currently, most members and
observers would state that collaboration with
other industry associations is ad hoc and/or
could be improved.

Retail Council of Canada (RCC)

The RCC is an industry-funded association
that represents retailers in Canada. The RCC
works with various stakeholders in industry
and government to serve, promote and
represent the diverse needs of Canada’s
retail sector.?® Similar to FCPC, the majority
of the efforts of the RCC are focused on
representing its members’ interests in dealing
with governments as compared to addressing
broader societal issues/threats that would
bene tall.

Canadian Federation of Independent
Grocers (CFIG)

CFIG is a hon-pro t trade association that
works at fostering relationships among retailers
and suppliers. CFIG advocates to all three
levels of government on behalf of independent
grocers in Canada.®°

International Collaboration
Consumer Goods Forum

Members of the Consumer Goods Forum work
together to bene t the entire value chain in
order to bring about positive change across
industry bene ting shoppers, consumers and
the world without impeding competition.3* The
forum combines the efforts of both retailers
and suppliers under one roof. This joint working
relationship is rare and a positive model

and proof that collaboration can work on a
global scale. For example, the forum has a
Knowledge Sharing and Best Practice Sharing
Platform to promote rst-class knowledge
exchange, networking and collaboration among
its membership and external stakeholders.

The aim is to support the work undertaken

by committees and working groups and to
promote collaboration and positive change.
The forum recently issued a report that outlines
ways to better collaborate titled, Rethinking
the Value Chain — New realities in Collaborative
Business.

Red Cross

The Red Cross is an integral global body to
disaster relief. The institution has relationships
with local governments and makes sure there
are supplies readily accessible in preparation
for the unexpected. Red Cross also works in
partnership with rst responders, emergency
managers and public of cials.

Sustainable Palm Oil

Historically, the palm oil industry has been
fraught with issues such as deforestation,
climate change and land rights abuses. To
address these issues, Unilever has led the
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charge in engaging other key stakeholders
and industry leaders like the Consumer Goods
Forum and the Tropical Forest Alliance to
move towards setting sustainability targets

for palm oil. The sustainability palm oil efforts
to date have been extremely collaborative in
nature. As a result, over 90 per cent of globally

traded palm oil is now covered by sustainability

commitments.®?

Business and Government

The relationship between business and
government has historically been based upon
tax and regulation. Many would observe
that governments have demonstrated their
prowess with regard to both areas. Typically,
this relationship was viewed to be paternal
and often confrontational. Examples of
collaboration were most often seen in matters
of international trade. To address domestic
issues, a new way of operating together in a
manner that is mutually bene cial must be
created. Similar to the change the private
sector must undergo, governments must
learn how to best collaborate with business.
The challenge for governments is that most
government departments were created

with the intent of regulating rather than
collaborating. Additionally, these joint efforts
must be conducted in a way that addresses
the Canadian public’s negative perception
of the private sector pro ting from efforts to
address public issues such as infrastructure
or health care.
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OPPORTUNITIES

Businesses Should Send a Message to Government

Businesses need to communicate to government the importance and necessity of
working together on various issues. Canadian companies have demonstrated the
ability to reduce their impacts on issues such as the environment ahead of federal
policy. Similarly, many are keen to partner with government as a means to action.
Public policy may be needed to address concerns about competitive and pre-
competitive collaboration. Businesses and stakeholders must be kept accountable,
yet be exible enough to operate in a manner that grows business yet addresses larger
issues society faces.

For example, more than 60 high-pro le businesses, labour and environmental groups
recently wrote the Government of Canada urging it to bring in a countrywide price

on carbon. The effort, led by an organization entitled The Smart Prosperity Initiative,
is re ective of its mandate that is to harness new thinking to accelerate Canada’s
transition to a stronger, cleaner economy.

Developing and Cultivating Relationships with NGOs
Well Before Disaster Strikes

Aid agencies have experience on the front lines of environmental disruption and in
long-term development initiatives. They are also guided by principles of neutrality and
independence, affording them legitimacy. These brands generate trust and respect.
However, these aid agencies suffer in terms of capacity and keeping up with demand
in the event of large-scale disasters. Organizations like Save The Children, CARE and
World Vision are skilled at working with corporate partners. It is also important to note
that a variety of stakeholders and NGOs should be consulted on issues, even if these
conversations do not result in partnerships.
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7.0

CONCLUSION

We can’t predict the future, especially with regards to natural disasters. There is no
way environmental disruption, or any form of disruption to the retail value chain, can
be faced alone. No one company, industry or government has the ability to provide a
“solution” to the issues Canada faces, and will face. The evidence above outlines that
a diverse group working together can effectively bring about real change. Working to
alleviate the economic impact of environmental disruption is good business sense — it
demonstrates good corporate citizenship and also helps to return business operations
to its normal state more quickly.

Collaboration is hard work and new ways of working together need to be explored.
Collaboration will be new to many organizations and new skills, processes and
procedures will be required in order to ensure joint efforts are managed in a way that
protects the individual rights of those organizations involved while creating a means by
which a number of organizations working together can effectively and ef ciently strive
toward creating a common good.

Arguably, the rst step required will be the acceptance of the opinion that managing
risks and issues facing businesses and society are greater than anything that any
individual business, government or institution can solve on its own. And, that those
risks are both imminent and real. A broader acceptance of this belief would make it
illogical for business, institutions and government not to seek out collaborative efforts
to address those risks that will most directly affect their organization.

One step that government and/or institutions could take would be to develop a
guidebook to provide the tools for effective collaboration, information sharing and
co-ordinating efforts in a manner that overcomes potentially negative supply chain
disruptions and/or access to key resources.

If managed well, there are many interesting opportunities for collaboration to bring
about positive change. Businesses need to nd a more effective way to speak with
one voice — a voice that includes the views and interest of competitors and affected
stakeholders — as a means to begin to tackle these challenges. A model for effective
collaborative processes among diverse or competitive stakeholders is greatly needed,
one that generates nancially feasible, innovative and sustainable solutions. Lastly, we
need to rede ne what is viewed as competitive and not be afraid of inevitable change,
but instead, embrace it.
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