
 
 
 
 
 
 
 
 
 
 
 
 

Climate change, population growth, and increasing living standards are 

contributing to the rising pressure on scarce water resources1. While most 

companies are prepared to manage water-related risk in their direct 

operations, few have tried to understand and quantify their indirect water risk 

exposure in the supply chain2. Evaluating water-related risk within a global 

supply chain is a difficult task due to a large number of suppliers across a 

wide range of industrial sectors, and limited access to each supplier’s facility 

water use data.  
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Working with Kaiser Permanente (KP) and Eli Lilly and Company (Lilly), a 

Water Risk Analysis Framework for Suppliers (WRAFS) was developed and 

applied to Lilly’s first tier supply chain for the manufacturing and packaging 

of insulin for the U.S. market.  

 
1. Develop a framework for assessing the water-related risks 

within a supply chain. 

2. Apply this framework to Lilly’s first tier supply chain for the 

manufacturing and packing of insulin (specifically Humalog and 

Humulin) for the U.S. market.  

Currently, there is no single prevailing tool or methodology to assess water-

related risk. In order to satisfy our objectives with limited financial resources 

and available data, the following criteria was used to select the most 

appropriate water-related risk tool: 

 

• Supplier facility-specific information such as water use is often not disclosed. However, despite these data 

limitations, WRAFS can be performed in-house by any entity with a desire to better understand water-related risks 

in their supply chain. 

• By applying this framework to Lilly’s insulin supply chain, the company gains knowledge and insight into their 

indirect water-related risk exposure and has the potential to inform future decision-making and corporate water 

disclosure.  
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This analysis was performed on current and 

alternative (approved and identified) suppliers 

for the commodities provided by the 17 

suppliers identified in step 1, in addition to 1 

commodity of interest provided by Lilly. Except 

for commodities 6, 9 and 11, every commodity 

had at least one approved or identified supplier 

located in areas of lower water risk than the 

current supplier with the highest water-related 

risk. 

This matrix can help Lilly focus their water-

related risk mitigation efforts on suppliers 

located in the upper right quadrant, which 

have a combination of high water risk score 

and high water use. Perception of risk for 

suppliers with comparable water use per 

unit commodity may change depending on 

the proportion of commodity sourced from 

them, as illustrated by the current suppliers 

in the graphs. 

 

Water use was estimated using two 

approaches and hypothetical sourcing 

proportions for suppliers of a commodity. 

These values may not be reflective of true 

water use.  

 

Seventy-six (51%) of Lilly’s 148 tier suppliers were flagged as having “high” or “extremely high” water-related risk 

for at least one of the 50 weighting profiles. Seventeen of these 76 suppliers were flagged as having “high” or 

“extremely high” water-related risk in eight or more of the 50 weighting profiles 

Water Risk Tool Selection Criteria 

Accessibility Is the tool free and publicly available? 

Source Data Is the source data granular to the watershed level? 

Water Use Data Inputs Does the tool not require facility water use data? 

Output Does the output quantify water-related risk? 

 
 
When it comes to business, water risk refers to the ways in which water-

related issues such as water quantity, water quality, water regulations, and 

reputational damages can potentially undermine a company’s operations. 
 


