


Sustainability is the number one challenge for the corporate world. Until 
now, plenty of heat has been generated about its potential impact on 
business, although few companies have taken action commensurate 
with this. Could this be about to change as companies wake up to the 
opportunities resulting from placing integrated environmental, social, and 
corporate governance (ESG) at the heart of their strategy? The procurement 
function, by connecting with stakeholders and creating coalitions along the 
entire supply chain, is uniquely positioned to accelerate transformation to 
address ESG commitments and create higher value.

Almost everyone now recognizes that business has a very big role to play in responding to 
the UN Paris Convention on Climate Change. Without business on board, the world will miss 
the Paris targets. At the same time, almost every company also knows it needs to increase 
its own sustainability on multiple dimensions. This urgent need has yet to translate into 
consistent and proactive action.
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SUSTAINABILITY AT THE TIPPING POINT
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SEEING ESG THROUGH THE PROCUREMENT LENS
The procurement function is the number one driver of the real gains to be made in ESG. 
The 2020 CDP report, Transparency to Transformation: A Chain Reaction, highlights that 
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1. Convert ESG-related company ambitions into procurement strategy objectives
When companies make ESG commitments, they then need to be transposed into the 
processes of the procurement function. The question to ask is, what will these commitments 
mean for the procurement teams and their suppliers if the company aims to be carbon 
neutral in ten years time? The answer to this question will take the form of metrics 
and targets.

To de╬ne its objectives on all three dimensions of E+S+G, procurement can leverage existing 
frameworks (such as CDP or Ecovadis, to name two of the most commonly used ones). 
Where a more precise picture of the target state is required, speci╬c ad hoc objectives 
and key performance indicators (KPIs) can be added to link directly to core procurement 
activities. For instance, a company might include such objectives as a zero-plastic packaging 
policy or 100 percent sustainable raw material sourcing.

The targets then need to be turned into KPIs and other metrics, by which the business 
can challenge itself and its partners against the new ESG standards. The KPIs support the 
company in achieving two things. First, they enable it to set an e╩ective baseline (see action 
two). This will not only ensure that the company fully understands where it is starting out 
from but will also allow it to de╬ne its desired path using science-based targets. Second, by 
applying these metrics, the company will also be able to compare its progress with its peers. 
This, in turn, will help it to identify best practices.

2. Build a robust baseline
Do not underestimate the challenge in developing a well-de╬ned ESG baseline that can be 
used across the entire company and that achieves full transparency on the supply chain. 
Much of what needs to be targeted will be hidden from immediate view. As one CPO says, 
“the dirty part of our production is purchased.”

In order to build a true and clear picture of the ESG impact along the entire supply chain it is 
important to focus on all suppliers, not just those in tier 1. However, establishing solid metrics 
even for the carbon impact of tier 1 suppliers can prove to be a quite a challenge due to the 
poor quality of the data available. A study by Ecovadis, for instance, reports that only 15 
percent of tier 1 suppliers, out of a sample of 40,000, properly report their CO2 emissions.3

Due to such challenges, the creation of an ESG baseline needs to be an integral part of the 
long-term ESG strategy. Developing this will likely require several years of continued e╩ort. 
When selecting the initial cohort of suppliers to be assessed, it is important not to make 
spend per supplier the only criteria for selection. The place to start is by prioritizing the 
suppliers that are the most important to the supply chain in terms of their respective ESG 
pro╬les and levels of risk. 
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3. Revisit your category strategies and supply base
The time is already past when a category strategy’s sole aim is to deliver the most cost-
e╪cient product regardless of its ESG impact. More stringent sustainability guidelines and 
regulations are coming to have an increasingly strong impact on the supply base.

Resilience is currently high on the agenda. In order to ensure the current category strategy 
is robust, it needs to be assessed against a broader spectrum of criteria, within which ESG 
will claim increasing prominence. These twin objectives, of building resilience and ensuring 
ESG compliance, will together push procurement toward a more local and more robust 
supply base.

The aim should be to integrate procurement into the circular economy, rethinking the supply 
base in terms of sourcing and materials to mitigate risk, while avoiding excessive costs and 
negative ESG impact. Innovation will be necessary to achieve this goal. CPG companies, for 
example, are boosting the development of recycled resin (PCR) for packaging, as it will no 
longer be acceptable in the future to sell products in prime petrol-based plastics.

4. Embark, engage, and innovate with your suppliers
There needs to be consistent messaging to all suppliers in communicating the company’s 
sustainable procurement objectives. The messages need to be clear, frequent, consistent, 
and sustained.

Though essential, top-down communication is not of itself su╪cient. If real change is to 
be achieved, the communication needs to be two-way (see also actions 5 and 6). Regular 
interaction with suppliers is essential both to get their buy-in to the goals and to ensure that 
they achieve the maximum impact in the shortest time possible.



return of investment for each supplier in terms of the time dedicated versus the expected 
impact on supply chain ESG.

A global electronics company has developed an ROI-driven segmented approach that 



of these suppliers against a set of prede╬ned KPIs. The company also o╩ers support and 



Greenhouse Gas (GHG) emissions targets set by the Paris Protocol. Doing so will require 
innovation throughout the entire supply ecosystem.

Due to its location within the business system, procurement is able not only to identify 
successful innovation but has the capabilities to transmit appropriate new technologies and 
processes to its partners and suppliers.

Producing innovation is a joint responsibility, as is sharing the burden of investment. It is 
always more e╪cient to hunt out improved ESG performance together with suppliers and 
other stakeholders. Firstly this eliminates any duplication of e╩ort and avoids suppliers 
being asked for the same thing in di╩erent ways by more than one client; and secondly it 
brings critical scale to transformative initiatives. To take one example, that of shaping new 
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Exhibit 2: A unique process to assess suppliers CSR compliance
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Assessment correction plan 

Follow-up
audit

Supplier audit Audit correction plan

Sharing of sustainability assessment and audit 
reports with all members

EcoVadis assessment 

Tool: Questionnaire enriched with company documents, 
adapted to the company size and footprint

Tool: Standard on-site audit framework 
(agenda, questionnaire, results presentation)

Tool: Web-based platform accessible by the supplier and all Together for Sustainability customer members

A unique process to assess suppliers CSR compliance
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di╩erent IT hardware suppliers, the bottom line TCO for both will include the cost of carbon 
emissions within the calculation. This approach ensures that the company’s overall business 
orientation is towards more sustainable options.

The impact of an EPL approach can be profound. One footwear and apparel manufacturer, for 
instance, produces its own EPL sheet to evaluate its hidden environmental costs. Its approach 
combines non-market evaluation techniques, ecosystem assessments, and supply chain 
metrics. The ╬rst time the company applied this approach to its supply chain it discovered that 
85 percent of its environmental costs were outside its direct control, with two-thirds of this 
impact the responsibility of its tier 4 suppliers. It has since used the approach to set up a new 
managerial paradigm in working with its multiple stakeholders to mitigate its environmental 
impact and drive more environmentally responsible supplier selection. The ingenuity of this 
approach has ensured that it has received international attention from a wide variety of 
sources, including business, NGOs, the media, and academia.

Ultimately, no company can claim to have fully integrated ESG into its strategic objectives 
without aligning personal incentives with its collective success to ensure those responsible 
for achieving these goals are properly motivated.

10. Embed sustainability into core procurement processes
To achieve integration of ESG into the procurement processes requires ensuring that 
sustainability commitments and objectives are well-connected with the actual decision-
making processes. Without this, there can be no signi╬cant progress.

The key enabler for achieving this is to ensure all the core procurement processes are ESG-
driven. Here we examine two examples of how this can be achieved.

Core process 1 — Supplier panel qualification: Companies will have to identify vendors and 
suppliers with whom to partner in order to de╬ne strategies that will support long-term goals. 
Through strategic partnerships, organizations can foster innovation and shape new industry 
solutions and standards by creating new value space and new technical solutions, for example.

CPOs will have to make sure that their approved vendor lists position them for this strategic 
approach, by using the right selection criteria and prioritization methodology in order to 
make decisions based not just on price but using a comprehensive 360 degree approach that 
includes ESG considerations. Core processes do not currently support this level of assessment 
and these methodologies will need to be developed.

The objective is to ensure that the approved vendor list of those invited to tender for supply is 
based on criteria that include ESG as a key factor in the assessment. This requires a consistent 
and systematic approach that optimizes the vendor panel on all its dimensions, including 
those of ESG. 
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