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Introduction	  
Expertise 
  Specializes in the development of corporate programs, global agriculture 

initiatives, and supply chains systems that empower various stakeholders
—from producers and processors to retailers and consumers—to make 
lasting change.  

  Expertise in food, biofuels, fiber and minerals. 

Experience 
  Sustainability authority and acted as first BCI chairperson for Gap Inc.  
  Helped design initial BCI supply chain system 
  Advise petroleum industry on biofuels supply chain systems 
  Conduct conflict-free smelter (traceability) audits for the electronic industry 
  Assist cotton merchant explore sourcing partnerships with leading retailers 
  Research and present governance trends for the cotton industry 
  Support business on sustainability strategies and program implementation 
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Executive summary	  

  Commodity value chains are complex and offers limited transparency and 
traceability options. 

  Several sustainable commodity supply chain systems exist, each with its 
own pros and cons. 

  Studies examining intended impacts of certification systems indicate mixed 
results. 

  Lessons learned: conflict minerals. 
  Progressive brands are increasingly addressing sustainable agriculture 

from a risk perspective (e.g. climate change, resource scarcity, securing 
raw material). 

  Partnerships among value chain actors can offer brands a more efficient, 
credible and coordinated solution. 
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Products differ from commodities	


Certification systems have been 
successful for speciality 
products (e.g. banana, coffee, 
cocoa).  

Commodity supply chains are 
vastly more complex and end 
products do not hold premium 
value as well as speciality 
products. 
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Products travel through short, traceable supply chains with limited 
processing	


Origin can be traced along the entire supply chain 
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Estate 
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Refiners Processors Retailers 

Commodities are mixed and processed throughout a supply chain with 
limited traceability	
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Commodity supply chains are complex and span the globe	
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Three basic types of farm gate segment of the supply chain 

Segregated: product is collected, transported and 
processed separately from other products. 

Coordinated: product is collected, transported and 
processed by a central entity. Products may be 
mixed at village level. 

Aggregated: product is mixed with other products 
during collection, transportation and 
processing. 
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Three basic commodity supply chain systems: segregated 

Segregated: Farmer-processor and tolling processor. Commodity is 
segregated and farm-level origin can be traced. Example: Brazil 
estate. 
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Three basic supply chain systems: coordinated 

Coordinated: A central entity provides inputs, credit, transportation, 
and/or purchase. The central entity may hold exclusive purchasing 
rights for the commodity. Example: Smallholders in Africa. 

10	




Three basic supply chain systems: aggregated 

Aggregated: Farmers sell seed commodity to one of many village 
merchants and/or at local markets. Commodity is mixed at multiple 
stages and traceability is limited. Example: Smallholder in India & 
Pakistan.   
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Chain-of-custody models	


Physical segregation: Certified products are 
physically segregated from non-certified products at 
every facility along the supply chain. 
Mass balance: The amount of certified product 
sourced and sold by each actor in the supply chain is 
tracked administratively.  
Book and claim: The certified product is completely 
decoupled from sustainability certificates.  
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Chain-of-custody model: physical segregation	


Certified products are physically segregated from non-certified products at 
every facility along the supply chain. 

Requirements: 
1.  Documentation must accompany the certified product at all times. 
2.  Facilities are usually certified to manage certified products. 
3.  May require cleaning of equipment between the processing of non-

certified and certified products. 
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Chain-of-custody model:  mass balance (general)	


The amount of certified product sourced and sold by each actor in the supply 
chain is tracked. However, the certified product and sustainable certificates do 
not need to be sold together. The certified product does not need to be 
segregated from non-certified products (except for site/tank level). 

Requirements: 
1.  Documentation must accompany the certified product at all times. 
2.  Facilities are usually certified to manage certified products. 
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Chain-of-custody model:  mass balance (site level) 	




Chain-of-custody model:  mass balance (tank level)	
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Chain-of-custody model:  book-and-claim 

The certified product is completely decoupled from sustainability 
certificates. The certified product flows freely through the supply chain. 
Sustainability certificates are traded by an independent issuing body.  

Requirements: 
1.  The establishment of an independent issuing body is required to 

ensure credibility of the system. 
2.  Auditing of the issuing body and/or any other traders of sustainable 

certificates is recommended. 



Interna'onal	  Trade	  Centre	  study	  on	  cer'fica'on	  impacts	  

Case studies from banana coffee, cocoa, marine, forestry indicate mixed 
results:  
•  8 out of 14 cases had positive net income (6 were negative or neutral) 
•  Deforestation not controlled  
•  Improved health and education 
•  Very limited impact on gender balance  
•  Strengthen buyer-supplier partnerships 

Adoption of voluntary standards is favored in certain contexts:  
•   High traceability requirements  
•   Extractive businesses  
•   Commodities are identifiable in end products  
•   Shorter supply chains with fewer actors  
•   Activist action 
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A supply chain system should meet industry’s critical success factors 

1.  simple and practical, with minimum complexity;  
2.  accountable, resistant to fraud, and provide a market driven, level playing 

field for all relevant parties; 
3.  fungible and managed effectively, allowing flexibility, and limiting supply 

and trading disruptions; 
4.  managed effectively, by a professional, auditable and financially robust 

institution;  
5.  modified to take account of existing conditions and realities. 
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Snapshot of the electronics industry’s conflict-free smelter (CFS)audit  

• Recycling loops makes metals’ supply chain very complex 
• Centers on the stage where identity is removed from ore (smelter) in a pre-

competitive manner 
• Bag & tag program allows artisanal to sell minerals from conflict region 
•  (Multi) industry-level program: level the playing field, strong market pressure 
• Engagement by all stakeholders is key to success  

Stages of development include: 
• Program development (1-5 years): Lots of learning, engaging motivated and 

passionate members 
•  Industry harmonization (5-8 years): Efficiency gains, common suppliers, 

customers and expectations  
•  International standards (10+ years): Established and accepted by multiple 

industries 



Mine 
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refiner 

CFS program focuses at the smelter 

Complete traceability, 
segregation at smelter not 

permitted 

Brands are working on common reporting 
system, due diligence done individually 

Industry level audits Individual brands’ due diligence 

Component Retailers Product 

Bag & tag in 
conflict region  
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Drivers for sustainable commodity production are shifting	  

Reputation & marketing 
CSR departments lead efforts 

Standards and certification 
Product labeling 

Case studies 

Risk and resource security 
Sourcing teams drive demand  
Yield & resources optimization 

Capacity building 
Impact metrics 22	




Marketing trends are shifting - different communication vehicles allow for 
different program designs	


Level of 
Communication 

Key 
Audience 

Potential Vehicles Supply Chain System 

Garment Consumer Garment label Identity preservation  
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Brands NGOs 
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Consumer 
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CSR report 
Corporate/brand websites 
In-store marketing 
CSR, retail, industry  forums 

Identity preservation  
Mass balance 
Book and claim 

Partners NGOs 
Media   
Consumer 
Employee 

CSR report 
Corporate/brand websites 
In-store marketing 
CSR, retail, industry forums 
Media 

Mass balance  
Book-and-claim 

Industry NGOs 
Media 
Consumer 

Retail, industry forums 
Media 

Mass balance 
Book-and-claim 
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Some merchants are shifting from a transactional position to a strategic, 
service oriented business	  

Strategic growth based on supply chain management & services 

Profit 
potential 

Buying and selling agricultural products 

Initial processing 

Farmer support  

Spinner partnerships 

Retail 
partnerships 
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Questions and discussion 

liz muller & partners!

T: +1.415.924.2335  
M: +1.415.609.9040 

Email: liz@lizmuller.com 
Skype: lizmullerllc 

www.lizmuller.com
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