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BIG Change Fast
Systemic Change and Sustainability

by John Whalen, Principal, Blu Skye

In recent years there has been much talk about 
sustainability as a source of competitive advantage.  Use 
the lens of sustainability to look at your operations, 
your supply chain, your products, and you will gain an 
advantage in the marketplace.  Government regulation 
is too slow and cumbersome a mechanism to drive 
the change we need in our industrial model; markets 
move faster, and business is nimble and knows how to 
innovate; companies will drive the change that is needed.  

But not fast enough.  The learning that is required to drive 
the necessary innovation is too big for one company to drive 
on its own.  Ask any of the companies who have led the way 
in sustainable practices.  The difficulty of the design choices, 
the complexities and opacities of global supply chains, 
the perverse incentives that keep unsustainable practices 
economically attractive – these are system problems that 
individual operators in the system are hard pressed to 
address.  They will also tell you how challenging it is to 
develop a well grounded understanding of the life cycle 
impacts of their products, and how their work on these 
challenges is hindered by the lack of commonly accepted 

standards and practices for defining and measuring 
sustainability.  Working alone on these challenges 
greatly limits the scale of what can be accomplished, 
as each company develops its own methodologies and 
knowledge base about sustainability-driven innovation. 

The Promise of Systemic Change

We are entering a new phase of the sustainability age, one 
in which systemic action is the model for change.   The 
model that is emerging is remarkable.  Its primary marker 
is engaging the entire system in game-changing innovation: 
not just a company and its supply chain partners, but 
entire industries – including direct competitors at all levels 
of the supply system, and broad representation across 
all sectors including government, academia, and non-
governmental organizations.  The theme of this approach is 
collaboration, and it signals a shift in views on competitive 
advantage.  What’s required to drive the needed innovation 
- new knowledge, tools, and practices - is so significant 
that it is cost-prohibitive, slow, and foolish to go it alone.  
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One example of this model in action is 
the pioneering work of the U.S. dairy 
industry, which during the past two 
years has created an unprecedented 
industry-wide collaboration around 
reducing greenhouse gas emissions 
across the dairy value chain.  The 
genesis of the collaborative effort 
came in response to a request from 
Walmart to their dairy suppliers for 
information on the carbon footprint 
of the milk they were purchasing.  As 
major dairy processors scrambled to 
figure out how to respond to their 
(large) customer’s novel request, 
hiring different consultants using 
different methodologies to measure 
the emissions, it became clear that an 
uncoordinated approach was going to 
be costly and generate information 
of questionable value to Walmart 
and to the companies making the 
investment.  Enter Dairy Management 
Inc.  – an industry organization funded 
by a government-mandated check-
off payment by dairy farmers on milk 
produced - whose historic mission was 
promoting sales of dairy products.  
DMI’s CEO, Tom Gallagher, was in the 
process of reinventing DMI as a catalyst 
for innovation in the industry, and would 

soon convene a group of CEOs across 
the value chain to form the Innovation 
Center for U.S. Dairy.  Sustainability 
was one of the issues on Gallagher’s 
radar screen as both a threat and an 
opportunity for the dairy industry, and 
a review of the industry’s issues and 
opportunities was already underway 
when the request from Walmart came.   

DMI’s response was to convene the 
industry to collaborate in responding 
to the challenge.   In its historic role 
DMI was experienced in coordinating 
pre-competitive research on issues 
in nutrition and product formulation; 
they now applied this model to the 
new challenge of understanding how 
to get carbon out of the supply chain.  
They engaged the newly formed 
Applied Sustainability Center at the 
University of Arkansas to conduct a 

peer-reviewed greenhouse gas (GHG) 
life cycle analysis of the U.S. milk 
value chain, providing a single credible 
methodology for measuring emissions 
from farm to retail store.  This 
collaboration created a much more 
efficient process and provided much 
greater value for the participants.  A 
dairy processor, for example, who 
participated in the  life-cycle analysis 
LCA received scatter diagrams that 
assessed the carbon intensity of their 
processing plants against each other, 
and against all their competitors’ plants 
as well, all at a cost far below what it 
would have required for each company 
to conduct their own isolated LCA.  

Simultaneously, they worked to engage 
the industry in a ground-breaking 
collaborative effort to identify and 
pursue opportunities to reduce 
emissions.  Working with Blu Skye and 
our academic partner David Cooperrider 
of Case Western Reserve University, 
DMI partnered with two other dairy 
industry associations, National Milk 
Producers Federation and International 
Dairy Foods Association, to convene a 
Sustainability Summit.  At this summit, 
competitors sat next to each other, and 
even more remarkably, dairy farmers 

The dairy industry’s commitment to sustainability.  �50 leaders in the dairy industry - farmers, 
processors, retailers, distributors, students, NGOs, academics, consultants, and others - came together 

for a 3-day summit and aligned on a vision of sustainability for the industry.
Image provided by Diana Arsenian

We are entering a new 
phase of the sustainability 
age, one in which systemic 

action is the model for 
change. 
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served by different companies using 
different systems of measurement.  
Aligning on the best way to measure 
is essential for driving system change.

Create a shared baseline

The next step in systemic change 
is to share relative performance 
information.  How do my plants 
compare against each other?  How 
does my farm compare against the 
overall industry?  What are my areas for 
improvement?  Comparative data – like 
dairy’s scatter diagram of dairy plant 
energy use across the US, or a map 
showing the miles milk travels from 
processing plant to customer, provides 
a rich mine of data on which to base 
efficiency improvements.  This in itself 
creates impetus for a race to the top as 
it generates competitive energy in the 
system within and between companies.   

Collaborate on innovation; 
compete on execution

The platform of shared performance 
information creates a diagnostic for 
opportunity areas – where is the GHG 
intensity, the water use, the waste, the 

and processors, who historically have 
seen each other as opponents in a zero 
sum game, came together to innovate 
across the value chain.  The result 
was a set of industry-wide innovation 
projects that targeted GHG reductions 
and promised $238 million in business 
value.  Based on this work, the industry 
established a voluntary goal to reduce 
GHG across the value chain by 25% 
by 2020.  At the climate summit in 
Copenhagen, USDA Secretary Vilsack 
held out dairy’s work as a template for 
innovation in agriculture, and signed a 
memorandum of understanding with 
the Innovation Center for U.S. Dairy to 
work together to support and accelerate 
this innovation agenda, promising 
to provide government funding 
to support capital investment and 
research for GHG-related innovation.

Driving Systemic Change

Similar opportunities exist in a wide 
variety of industries; enormous 
business value is hidden in the 
‘white space’ of sustainability that 
individual players cannot easily 
access on their own.  What are the 
prerequisites for harvesting this value? 

Get the Whole System 
Engaged

Logic alone would argue that you 
should focus effort where there is the 
highest impact.  In practice, there are 
enormous enrollment benefits to having 
the entire value chain participate in the 
effort and drive innovation; if all players 
are in the game and contributing, 
it is easier to get the players with 
the biggest impacts to fully engage.

Build a standard, credible 
system of  measurement

Measurement of sustainability (or, 
environmental and social value-
creation) is a young and evolving 
field, and in the absence of ‘generally 
accepted accounting principles’ 
collaborative effort to arrive at 
workable and legitimate metrics and 
measurement protocols is both cost-
effective and essential.  Whether 
attribute based (like measuring 
the amount of a toxic chemical in a 
product), practice based (like assigning 
higher value to an irrigation method 
that reduces water waste), or outcome 
based (like directly measuring fuel 
use in transportation), no one is 
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The dairy industry’s voluntary 2020 GHG reduction goals by value chain step.  �� industry-wide, 
collaborative innovation projects aimed at reducing GHG emissions across the milk value chain by �5% 
and creating $�38 million in business value emerged from the June �008 Sustainability Summit.

2020 Goals for Greenhouse Gas Reduction
for

Fluid Milk
total

Overall Goal:  �5% CO�e reduction
 
Equal to taking �.�5 million passenger 
cars off the road every year

VALUE CHAIN GOALS

Crop Production Milk Production Processing Packaging Transport/
Distribution Retail

-17%

-27%

-25% -25%
-20% -30%
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the ability to enroll and inspire a critical 
mass of the ‘system’ to work together.  
This convening must engage industry 
leadership at the highest levels, 
because the kinds of commitments 
required to address systemic barriers 
cannot be made or kept by technical 
or mid-level leadership alone.  

Building momentum: working 
effectively with systems

The last key to this kind of change is 
cutting edge methods for fostering 
systemic collaboration, such as the 
‘system in the room’ approach of 
the Appreciative Inquiry summit.  
Organizations are in general skeptical 
about the benefits of this kind of 
collaboration, and the methods used 
must promise – and quickly deliver 
– value for participation, especially 
for organizations who see themselves 
as already out in front.  The value 
proposition is simple:  big change 
(effectively addressing systemic 
barriers that hinder individual 
players) fast (driving to results more 
quickly than they could alone).  

toxicity in our supply system?  How/
where do those impact areas align 
with cost?  Where are the innovation 
opportunities that can create a 
product with higher value and lower 
impact?  One of the huge opportunities 
identified in the dairy lifecycle was 
the ‘enteric methane’ (read: cow 
belches) produced on farms.  One of 
the projects spun up by the industry 
is designed to identify, accelerate, 
and disseminate the best research in 
reducing enteric methane, from low-
tech changes in diet to high tech genetic 
and pharmacological possibilities.  The 
goal of the project is to collaborate on 
getting the best solutions market-ready 
and available to the entire industry.  

Share what you learn

But why collaborate on innovation?  
Isn’t that the core of competitive 
advantage, after all?  Because the 
research required, and the actions 
required to break through systemic 
barriers, are too big and complex to 
tackle alone.  And often, the issues 
at stake are not individual company 
issues.  If a group of consumers decide 
that dairy products are not part of a 
‘low carbon diet,’ they are more likely to 
reduce their consumption then to go to 
a company that has a marginally better 
carbon footprint.  The new model for 
leadership is to be part of an industry 
recognized for creating a new playing 
field for sustainability innovation, 
and to out-execute your peers, share 
what you have learned, and continue 
to set the pace in the race to the top.

Getting started: The critical role of 
leadership and convening power

There is an unprecedented opportunity 
for an explosion of sustainability-
driven innovation that will create value 
while effectively addressing the global 
environmental and social challenges 
that face us.  Success requires a 
change in mindset about where and 
how we collaborate and compete to 
drive a race to the top in sustainability 
performance, and a structure for 
building the collaborative foundation 
for this race.  The necessary catalyst 
is leadership with the foresight and 
influence to convene the industry and 
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The necessary catalyst is 
leadersh ip  with  the 

foresight and influence to 
convene the industry and 

the ability to enroll and in-
spire a critical mass of the 
‘system’ to work together.

The Appreciative Inquiry process.  With the whole ‘system’ in the room future sce-
narios are put into historical and global perspective creating a shared understanding 
and increasing the range of potential actions.  Because the whole system is involved, 

the appreciative inquiry process results in a commitment to action. 
Image provided by Diana Arsenian . 

Blu Skye is a strategy consulting firm 
dedicated to helping companies create 
competitive advantage from sustainability.  
Find out more at bluskye.com.
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