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EXECUTIVE SUMMARY

OVERCOMING BARRIERS TO IMPROVING SUSTAINABILITY PERFORMANCE

LEADERS ARE CLEAR ON WHAT THEY WANT TO ACCOMPLISH, BUT A LACK OF DATA IS HAMPERING THEIR ESG EFFORTS

NO DATA, NO BASELINE, NO IMPROVEMENT

Without access to this information, teams are unable 

to baseline performance and develop meaningful 

improvement plans.

OVERCOMING OPAQUE SUPPLY CHAINS

Purchasing functions are hampered by a lack of 

transparency regarding suppliers’ performance on 

these issues.

IDENTIFYING SUSTAINABILITY PRIORITIES

Procurement teams’ top environmental and social 

priorities are reducing supplier greenhouse gas (GHG) 
emissions and eliminating slave labour.

35%
of respondents highlight 

driving progress 

at suppliers as a 

significant challenge8.2

9.5
to eradicating child, forced or 

slave labour

out of 10...

…while they have a assigned a 
mean priority score of

Respondents have given 
reducing GHG emissions  
a priority score of

out of 10

of respondents say that 

they struggle to obtain  

the data they need to 

measure supplier 

sustainability accurately

37%
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A FRAMEWORK FOR OVERCOMING SUSTAINABILITY CHALLENGES

UNDERSTANDING SUPPLIER SUSTAINABILTY 

PRIORITIES AND CHALLENGES

PROCUREMENT’S TOP SUPPLIER SUSTAINABILITY PRIORITIES AND CHALLENGES

Priorities

n  No slave labour.

n  Fair business practice.

n  Worker welfare and conditions.

Challenges

n  A lack of transparency.

n  Driving progress at suppliers.

n  Organisational alignment.

Businesses’ interest in sustainability has increased 

dramatically in recent years – particularly where the 

supply chain is concerned. Yet executives routinely 

talk of the difficulties they face in making real progress 
against their objectives. 

While balancing a range of ESG priorities, 

procurement sustainability teams face a number of 

stumbling blocks (see box, below). In view of these 
obstacles, Procurement Leaders has developed a 

framework to enable buyers to promote transparency 

around suppliers’ sustainability performance, develop 

meaningful targets and drive progress towards those 

goals (see Figure 3, page 7). 
The remainder of the report is structured as per 

the framework, which is applied to respondents’ top 

environmental and social sustainability priorities 

of reducing supplier emissions and tackling 

slave labour.  n
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A FRAMEWORK FOR OVERCOMING SUSTAINABILITY CHALLENGES

FIG 1: SUPPLIER SUSTAINABILITY GOALS BY IMPORTANCE (MEAN SCORE OUT OF 10)
To be able to act where it matters most, supplier 

sustainability teams must understand the material 

issues in the supply base. Human rights and ethical 

trade top the list of concerns, with respondents scoring 

the importance of eradicating slave labour as 9.5 out of 

10 and fair business practice 9.4 out of 10 (see Figure 1, 

right). Many organisations view these as zero-tolerance 
issues that are non-negotiable. 

Respondents assign worker welfare and conditions 

a score of 8.9 out of 10, reflecting the risk of supplier 
personnel contracting Covid-19. As the logistical 
problems facing supply chains around the world in 

2021 have shown, the absence of workers upstream 
can leave firms unable to meet demand.

The only environmental goal to appear in the top 

four is reducing greenhouse gas (GHG) emissions, 
with a score of 8.2 out of 10. the Intergovernmental 
Panel on Climate Change’s (IPCC) 2021 sixth 

assessment report, published in June 2021, concluded 
that further work is needed to reduce emissions to 

avoid catastrophic global warming. With regulators 

proposing increasingly strict environmental reporting 

and accountability measures – and applying them 

to supply chains – it is becoming more urgent for 

businesses to address supplier emissions. n

PRIORITIES

Eliminating the use of 
conflict minerals

Managing water use

Improving supplier diversity 
and inclusion

Reducing air pollution

Conserving natural resources 
and biodiversity 

Waste and end-of-life 
management

Improving worker welfare
and conditions

Fair business practice

Eradicating slave labour

Reducing greenhouse 
gas emissions 

Managing energy use

9.5

7.8

8.9

8.2

7.4

7.4

7.3

7.1

7

6.9

9.4
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A FRAMEWORK FOR OVERCOMING SUSTAINABILITY CHALLENGES

“The biggest challenge is how we and our suppliers capture and measure 

sustainability within the supply chain” 

Procurement manager, aerospace and defence company

CHALLENGES

Several factors make it challenging for buyers to achieve their supplier sustainability 

goals (see Figure 2, right). The biggest such factor is a lack of transparency, with 
37% of respondents highlighting issues around capturing sustainability data on the 

supply chain and monitoring suppliers in a consistent manner. 

A lack of reliable data inhibits teams’ ability to develop effective supplier 

sustainability improvement plans. More than one-third (35%) of respondents 
also  report that driving progress at suppliers is one of the biggest barriers 
they  face.  Compounding the problem, particularly where GHG emissions are 
concerned, many suppliers lack the capacity or the capability to report on and 

improve their performance. 

Teams that lack access to supplier performance data will find it harder to make 
the  case for investing in supplier sustainability, as they cannot report the impact 
of their  work against a baseline. As such, it is little surprise that procurement 
professionals  highlight aligning the organisation around supplier sustainability 
as the third biggest barrier they face. Teams typically struggle with competing 

business  objectives, which gives rise to conflicts when prioritising supplier 
management criteria – often cost on the one hand and sustainability on the other. n

FIG 2: BARRIERS TO IMPROVING SUPPLIER SUSTAINABILITY  

(% OF RESPONDENTS)

A lack of transparency

Driving progress at suppliers

Supply chain complexity

Organisational alignment

Supply market factors

Resource availability

37

17

31

17

8

35
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A FRAMEWORK FOR OVERCOMING SUSTAINABILITY CHALLENGES

Although CPOs widely acknowledge the need to 

improve ESG standards among their suppliers, many 

teams know neither where to begin nor how to take 

their programmes to the next level. 

Procurement Leaders’ supplier sustainability 

framework is designed with those executives in mind. 

Reflecting businesses’ leading supplier environmental 
and social sustainability priorities, it also addresses the 

major barriers to achieving those priorities. Through 

guidance and real-world examples, the framework 
will help procurement functions to reduce supplier 

emissions and tackle slave labour by providing insight 

into measuring, targeting and improving suppliers’ 

performance in these areas.n

ACHIEVING SUPPLIER SUSTAINABILITY GOALS

FIG 3: SUPPLIER SUSTAINABILITY FRAMEWORK

REDUCING SUPPLIER GHG EMISSIONS

  PROMOTE TRANSPARENCY

n  Collect primary and secondary emissions data.

n   Collaborate to improve data collection.

  SET TARGETS

n  Cascade targets to suppliers.

n  Encourage adoption through supplier engagement.

  TAKE ACTION

n    Develop low-emission solutions with suppliers and 
other partners.

  PROMOTE TRANSPARENCY

n  Embed risk assessments in sourcing and cascade  

to sub-suppliers.
n   Leverage technology.

  SET TARGETS

n   Prioritise worker impacts when measuring progress.

  TAKE ACTION

n  Amplify workers’ voices.

n   Connect decision-makers to at-risk workers.

FREEING SUPPLY CHAINS OF SLAVE LABOUR
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FIG 4: SUPPLIER SUSTAINABILITY DRIVERS BY IMPORTANCE, 2020 AND 2021 
(MEAN SCORE OUT OF 10)

SUPPLY CHAIN ESG RISK IS A BOARD-LEVEL PRIORITY

There is no denying that ESG supply chain risk is a significant threat to brand 
reputation. Interos’ research into supply chain risk has found much to substantiate 

Procurement Leaders’ findings, which highlight reputational risk management as 
the leading driver of supplier sustainability in 2021, alongside regulatory compliance 
(see Figure 4, right). Of the 900 supply chain and senior procurement leaders Interos 
surveyed, 83% reported they had suffered reputational damage as a result of supply 

chain problems – in addition to reporting an average revenue loss of $184m annually. 
The specific nature of these costly and damaging disruptions run the gamut from 
supplier-driven cyberattacks to public failures in ESG due diligence.

Increasing hyperconnectivity has not only exposed our supply chains to numerous 

hidden risks, it has also made the propagation of news of that risk instantaneous and 

global. Consumers, companies and governments have access to more information 

on businesses than ever before and that has dramatically raised their expectations on 

ethical and sustainable behaviour. 

Ignorance of ESG issues within your supply chain is no longer an acceptable 

excuse to the general public or to corporate leadership, who are placing increasing 

scrutiny on supply chain risk and resilience. In fact, corporate boards are meeting to 

discuss supply chain risk 22 times each year, on average. In addition, 50% of supply 
chain leaders report that the issue of supply chain risk will be their organisation’s top 

business priority in two years’ time. 

Just a few years ago, supply chain risk was barely on the corporate leadership 

agenda, consigned to the remits of procurement and security leaders. It is now  

top-of-mind for the most senior executives, and companies looking to protect their 
reputation and bottom-line will need to take action on ESG risk. n

Reduced reputational risk

Compliance with regulations

Reduced operational risk

Reduced social impact 
of the supply chain

Reduced environmental impact 
of the supply chain

Reduced financial risk

Revenue generation

Cost savings

Talent attraction and retention

Increased rates of innovation

2021 2020

6.7

8.7

8

8.3

6.3

8.7

6.9

6

7.7

6.1

7.1

5.6

6.4

4.9

6.4

5.2

6.7

4.6

6.6

4.2

Source: Procurement Leaders
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REDUCING SUPPLIER GHG EMISSIONS

FIG 5: COLLECTING SUPPLIER EMISSIONS DATA

PROMOTE TRANSPARENCY: COLLECTING DATA ON SUPPLIER EMISSIONS

Companies lack good visibility of supply 

chain  emissions, with the methods of tracking and 
reducing them currently in the early stages 

of development.
Businesses need access to primary data on supplier 

emissions. Without it, procurement teams will be 

limited in their ability to design effective reduction 

strategies. In practice, however, it is common to use a 

combination of primary and secondary data sources to 

measure supplier emissions (see Figure 5, right). The 
question for buyers is, where will estimates suffice and 
where do they need detailed information?

Pilot primary 
emissions data collection 

with select critical suppliers

If successful, extend 
to further suppliers  

For noncritical suppliers, 
rely on secondary data 

to assess emissions

Number of suppliers

S
u

p
p

lie
r 

im
p

o
rt

a
n

c
e

PRIORITISING EMISSIONS DATA COLLECTION

As supplier sustainability teams have limited 

resources, they must choose where they will collect 

primary emissions data from the supply base. As per 
Greenhouse Gas Protocol guidance and Procurement 

Leaders research, buyers should consider the 

following factors when prioritising suppliers and 

supplier activities: 
n  The magnitude of GHG emissions.

n  Financial spend.

n  Buyer power.

n  Stakeholder perceptions of criticality.

n  Contribution to company risk exposure.

n Sector-specific guidance.
n  The supplier’s willingness to partner on emissions 

reduction.

n  Maturity of emissions-reduction efforts.



8

COMMUNITY CHALLENGER REPORT – NETWORK EDITION: SUPPLIER SUSTAINABILITY: FROM INTENT TO IMPACT

REDUCING SUPPLIER GHG EMISSIONS

FIG 6: ENCOURAGING SUPPLIERS TO ADOPT EMISSIONS REDUCTION TARGETS
When developing targets with suppliers, buyers will 

need to decide two things:
n  Scope: Whether suppliers’ targets will include 

all three scopes, considering a supplier’s carbon 

footprint and how deadlines will differ. 

n  Ambition: The depth of suppliers’ emissions-
reduction efforts, considering how advanced they 

are already. 

To reduce the resource burden on both parties, 

buyers should use existing engagement channels to 

encourage suppliers to report GHG emissions and 

implement reduction measures (see Figure X, right). 

SET TARGETS: ENCOURAGING ADOPTION THROUGH SUPPLIER ENGAGEMENT

“It starts with giving sustainability more weight 

in supplier evaluation criteria and setting goals in 

contracts. In the end, you need to measure it, so 

[for the supplier] it’s not just about getting a deal 

and then forgetting about it”

Procurement excellence manager, energy company

GOOD PRACTICE

n Unilever prioritises working with
those suppliers that have already 
set science-based targets. 
n Atos has set a company-wide
carbon price – €80/tonne  – to 
drive low-carbon supplier selection 
and other business decisions. 

CURRENT STATE

55% of respondents indicate they 
select suppliers based on 
sustainability criteria.

GOAL

Prioritise suppliers with emissions
targets and reduction plans.

GOOD PRACTICE

n One European technology firm 
includes carbon clauses in its 
contracts and considers failure to 
comply as a material breach.
n The Chancery Lane Project, a 
group of legal professionals that
advances climate-conscious 
contracting, has published a ‘green’ 
supplier clause template online. 

CURRENT STATE

52% indicate they include 
sustainability clauses in contracts.

GOAL

Incentivise suppliers to adhere 
to emissions targets and 
reduction plans.

GOOD PRACTICE

n Following its annual supplier 
forum, the procurement team at 
one Europe-based manufacturer 
distributes communiques to 
suppliers requesting commitments 
to product-level carbon reporting 
and reduction.

CURRENT STATE

33% use sustainability metrics in 
supplier management processes.

GOAL

Encourage suppliers to adopt 
emissions targets and 
reduction plans.

SUPPLIER SELECTION CONTRACTS SUPPLIER MANAGEMENT
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REDUCING SUPPLIER GHG EMISSIONS

TAKE ACTION: REDUCING SUPPLIER EMISSIONS

Guidance from Science Based Targets states that 

GHG emissions from business activities can be 

reduced by cutting levels of the activity, for example, 

the distance travelled by a vehicle; as well as the 

GHG intensity of the activity, such as the amount 

of carbon dioxide emitted per unit of distance 

travelled. To relate the examples to existing supplier 

sustainability frameworks, they are aligned to a 

selection of Scope  3 emissions reduction levers 
identified by the Carbon Trust.

INDUSTRY AND SECTOR-LEVEL COLLABORATION

Widescale cooperation can provide businesses with 

access to niche expertise while also positioning them 

at the forefront of systemic change. For example, 

Amsterdam-headquartered multinational brewing 
company Heineken has partnered with its supplier 

Encirc and UK-based non-profit Glass Futures to 
develop low-carbon glass beer bottles. In a trial, 
the company replaced natural gas with biofuel in 

production, while the amount of recycled glass content 

was increased by up to 100% – every 10% increase 
in recycled glass can help cut emissions that result 

from production by 5%, according to Glass Futures. 

The most progressive organisations view such 

partnerships as an opportunity to develop intellectual 

property that can be shared throughout value chains, 

which would help improve overall standards within 

the industry. 

PRODUCT DESIGN

Product design choices, such as size, weight and material 
mix, directly impact a product’s carbon footprint. By 

scouting innovative suppliers, procurement teams can 

contribute to low-carbon product designs. For example, 
Unilever has partnered with gas fermentation company 

Lanzatech and India Glycols, a manufacturer of green 

technology-based chemicals, to create the world’s first 
laundry capsule made using recycled carbon dioxide. 

It marks the first use of a surfactant – a foaming and 
cleaning agent used in household cleaning products – 

made using carbon captured from industrial emissions. 

The sustainable capsule was launched through the 

OMO (Persil) brand in China in April 2021. 

SUPPLIER DEVELOPMENT AND COLLABORATION

Working with suppliers to reduce emissions can 

take many forms, from setting standards through 

codes of conduct to promoting action via online 

training. Some procurement teams are taking a more 

active role in supporting suppliers to reduce their 

emissions. To transition its supply base to low-carbon 
energy consumption, one North American beverage 

company  has begun negotiating ‘green’ energy 
deals on behalf of its suppliers, leveraging its greater 
bargaining power and charging a consulting  fee 
for the service. In a similar vein, one Europe-based 
pharmaceutical company buys renewable energy 

and sells it to suppliers at a lower price than they 

may otherwise be able to negotiate. n

10%
Every 10% increase in recycled glass can help cut 

emissions from production by 5%

Source: Glass Futures
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TEAMS MUST TACKLE SUPPLY CHAIN ESG ISSUES PROACTIVELY

While buyers may be content with establishing a 

supplier code of conduct, as well as undertaking annual 

supplier audits and assessments (see Figure 8, right), 
there are a number of far more effective methods that 

can be employed to tackle supply chain ESG issues. 

Approximately two-fifths (41%) of organisations report 
that ESG-related risk factors have caused detrimental 
impacts to their business over the past two years. 

In most places, consumers and investors are 

demanding more of corporate ESG due diligence and 

risk management. While consumers are deciding what 

behaviour they will tolerate, investors are demanding 

increased ESG transparency, with inflows to ESG funds 
growing tenfold in the past two years. u

FIG 7: ACTIVITIES BUYERS CARRY OUT TO IMPROVE SUPPLIER SUSTAINABILITY (% OF RESPONDENTS)

Expectation setting – supplier code of conduct

Risk and impact assessments

Supplier certifications

Due diligence

Supplier audits and assessments

Supply chain mapping/material tracing

Joint technology development

Sharing resources

Intellectual property licensing

Remediation/corrective action planning

Cocreation/collaborative improvement projects

62

48

58

53

41

38

37

19

14

8

58

The proportion of businesses that have reported detrimental 

impacts from ESG risks over the past two years

41%
Source: Procurement Leaders
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Businesses face pressure from legislators, too. 

Governments around the world are beginning to 

enforce stricter requirements related to ESG practices 

and disclosures. In Germany, the recently enacted 

Lieferkettengesetz (Supply Chain Law), exposes 
companies to penalties should they fail to observe and 

report on certain ESG obligations, while the EU has 

enacted the Sustainable Finance Disclosure directive. 

Although the US Government has yet to implement 

stringent ESG laws, various agencies are already taking 

action. The Department of Homeland Security has 

issued numerous ‘withhold release’ orders, whereby 
it flags companies, countries and products linked to 
human rights violations. Meanwhile, the US Treasury 

Department has implemented sanctions against 

individual human rights offenders. 

The US Securities and Exchange Commission has 

also been particularly active in 2021. The agency 
announced earlier in the year that it is planning to 

introduce specific ESG disclosure requirements, 
which could dramatically increase the need for 

supply   chain and ESG transparency for all publicly 
traded companies. 

Mounting pressure from consumers and regulators 

means companies looking to maintain their brand 

reputation and ensure compliance will need to 

reevaluate the methods and solutions they use to 

scrutinise their supply chains.

MANUAL VERSUS AUTOMATED

Put simply, annual surveys that engage your direct 

suppliers and allow them to self-attest to their 
sustainability and ethics status will no longer be 

adequate. However, such manual methods remain 

the default for many businesses. Recent research 

from Interos found 74% of businesses rely on manual 
methods for supply chain risk management. Yet, out 

of seven proposed methods, supply chain leaders 

considered AI and data analytics to be the most helpful 

for monitoring their global supply chain. 

The path forward is clear: companies looking to get 
ahead of the ESG sea-change in public opinion and 
compliance will benefit from adopting automated 
solutions that leverage machine learning and AI. 

Automated solutions are the only type that can scale to 

match the size and speed of the global economy and 
represent the best path forward to defeating ESG risk in 

the supply chain. n

The percentage of businesses that rely on manual 

methods to manage risks in the supply chain

Source: Interos

74%
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Despite the importance of human rights to supplier sustainability, World 

Benchmarking Alliance’s (WBA) 2020 Corporate human rights benchmark report 

identified human rights due diligence as a distinct weakness among businesses. 

Less than half of the 229 companies rated by WBA provided evidence they 

protected human rights, which suggests many businesses are failing in their 

obligations under the UN Guiding Principles on Business and Human Rights.
Although they face pressure from stakeholders to divulge more information about 

their supply chains, many organisations cannot do so. Less than half (46%) of buyers 
have mapped critical supply chains to Tier-2 or beyond, according to Procurement 
Leaders’ Targeted resilience: A new era of value report. For noncritical supply chains, 

that figure decreases to 25%.
Leading organisations are using technology to ease the process of supply chain 

mapping and improve transparency. 

Although resource-intensive, supply chain mapping can have a number of benefits. 
Knowing where materials come from helps buyers to avoid high-risk suppliers. By 
revealing potential backup suppliers, detailed mapping can also help companies to 

mitigate disruptions after they have occurred. Transparency may even elicit a more 

obvious competitive advantage. A study from MIT Sloan School of Management 

found consumers may be willing to pay 2%–10% more for products from companies 
that provide greater supply chain transparency.

The percentage of buyers who have mapped critical supply chains to Tier-2 or beyond
Source: Targeted resilience: A new era of value, Procurement Leaders, 2021

46%

PROMOTE TRANSPARENCY: USING TECHNOLOGY
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FIG 8: ILLUSTRATIVE RISK-BASED SUPPLIER SEGMENTATION MODEL
Buyers should incorporate human rights risk assessments into existing sourcing 

processes. Chemical and consumer goods company Henkel, for example, conducts 

pre-market risk assessments along two dimensions:
n		Country or region risk: Henkel uses information from international bodies, 

including  Walk Free’s Global Slavery Index and the International Labour 

Organization,  to identify countries or regions associated with elevated human 
rights risks, among others.

n		Value chain risk: Certain industries and sectors also present sustainability risks 

to Henkel – including palm oil, which is an essential ingredient in the company’s 

cosmetic and detergent products. The US Department of Labor’s 2020 list of goods 
produced by child labour or forced labour report highlights palm oil production in 

Indonesia – one of Henkel’s sourcing locations – as a high-risk sector. 
The company’s approach can be illustrated with a supplier segmentation model 

that can help inform risk management and sourcing decisions (see Figure 9, right). 
Not all human rights abuses occur at Tier-1 suppliers, so buyers should cascade 

risk assessments to sub-suppliers. In 2018, technology giant Intel requested around 
50 of its suppliers work with at least three of their major suppliers to assess forced 
and bonded labour risks and carry out corrective actions where necessary. Intel’s work 

has resulted in changes to supplier policies and procedures in addition to stronger 

engagements with recruiting and labour agents employed by high-risk suppliers. n

PROMOTE TRANSPARENCY: EMBEDDING RISK ASSESSMENTS IN SOURCING
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Low Country or region risk High

Supplier A

Supplier C

Supplier B

Supplier E

Supplier D

NB: The size of each bubble denotes the supplier’s strategic importance
FURTHER RESOURCES

n Case study: Henkel’s responsible sourcing process

n Case study: Intel’s labour abuse due diligence process

https://member.procurementleaders.com/henkel-responsible-sourcing/
https://member.procurementleaders.com/intels-approach-to-labour-abuse-due-diligence/
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LEVERAGE AUTOMATION TO IMPROVE OVERSIGHT OF TIER-N SUPPLIERS

Procurement Leaders research suggests that, while most companies engage with 

their Tier-1 suppliers on sustainability, far fewer do so with those in tiers two and three 
(see Figure 9, right). 

This will come as no surprise to supply chain veterans. Although companies have 

done an adequate job liaising with Tier-1 suppliers, albeit on an infrequent basis, most 
have greatly diminished insight into the ESG risk profiles of their second, third and 
fourth tiers of suppliers. 

Interos research has found that only 34% of companies assess their global 
supply chain on a continuous basis and the remaining 66% do so every month 
or less. It is no surprise, then, that the majority of supply chain decision-makers 
Interos surveyed concluded that they needed to improve their ability to continuously 

monitor supply chains. 
The question facing procurement and supply chain leaders is, how? The answer 

lies in automated solutions that can rapidly and continuously analyse risk across 

multiple indicators and multiple tiers of the supply chain. Automated solutions using 

technologies such as AI, machine learning and natural language processing can 

parse traditional sources of supply chain information, such as shipment records 

and financial disclosures, as well as the vast pool of unstructured data available on 
the internet, including social media, news publications and video content. With such 

solutions, it is possible to obtain a complete picture of every tier of your supply chain. 

There has never been a better time for organisations to reconsider the tools they 

use for ESG risk and compliance. The Covid-19 pandemic has led companies around 
the world to reassess partnerships and risk strategies, with a growing urgency to 

“build back better”. That includes better visibility and prioritisation of ESG risk across 

the supply chain ecosystem. 

FIG 9: EXTERNAL PARTIES PROCUREMENT TEAMS ENGAGE WITH TO 

IMPROVE SUPPLIER SUSTAINABILITY (% OF RESPONDENTS)

Tier-1 suppliers

Third-party consultants

Customers

Tier-2 suppliers

Specialist organisations

Governments

Tier-3 suppliers and beyond

Competitors

79

29

39

35

22

16

9

48

As the events of the past two years have demonstrated, organisations with 

strong corporate governance, a consistent approach to ethical behaviour and robust 

business practices are better able to handle disruptions. Companies looking to protect 

their brand reputation and to continue to thrive will need to invest in forward-looking 
solutions that provide deep insight into ESG risks throughout their supply chains. n

Source: Procurement Leaders
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SET TARGETS: PRIORITISING WORKER IMPACTS

Slave labour risk assessments provide buyers the 

context required to set meaningful targets. Businesses 

can use three types of information to monitor their 

performance on human rights issues, according to the 

Global Perspectives Project, a collaborative initiative 

from the Global Compact Network Netherlands, Oxfam 

and Shift (see Table 2, right). 
Organisations typically favour targets relating to 

incidents of slave labour, with zero instances thereof the 
most common type of goal, according to Sustainability 

Leaders’ CSO Planning Guide 2022. Yet the pressure on 

companies to do more for sustainable development 

suggests businesses will need to begin prioritising the 

outcomes they wish to achieve for at-risk workers. 
While involving deeper collaboration, including with 

workers, measuring performance will help demonstrate 

the organisation’s commitment to improving livelihoods, 

as well as committing no harm. Multinational 

conglomerate Philips aims to improve the lives of one 

million supply chain workers by 2025 through supplier 
development, including providing topical training 

sessions for suppliers and participating in industry 

working groups. It will measure success by assessing 

suppliers’ performance on a range of health and safety, 

human capital and business ethics measures. n

TABLE 2: SUPPLIER HUMAN RIGHTS PERFORMANCE INDICATORS

TYPE DESCRIPTION EXAMPLE INDICATORS

Inputs The processes and 

resources used to 

carry out human 

rights due diligence 

and provide remedy.

n		The number of suppliers assessed or audited.

n			The percentage of tenders evaluated using social criteria.

n		The percentage of contracts that include relevant terms.

n		The number of suppliers to have accepted a code of conduct.

n		The number of suppliers to have implemented due diligence of their suppliers.

n		The number of employees/suppliers to have received relevant training.

n		The number of supply chain workers affected by outreach programmes.

n		Accreditations and certifications.
n		External ratings.

n		Grievance mechanisms.

Incidents The results of the 

organisation’s 

monitoring activities.

n		The number of nstances of supplier nonconformance versus requirements.

n		The number of cases reported through grievance mechanisms.

n		The percentage of cases reviewed in a timely manner.

n		The percentage of cases containing serious allegations.

n		The percentage of cases closed.

Outcomes 

and impacts

The broader effects 

of the organisation’s 

activities.

n		Fair remuneration.

n		Working hours.

n		The results of impact assessments.

Adapted from Doing business with respect for human rights; Global Compact Network Netherlands, Oxfam and Shift; Procurement Leaders, 2021
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FREEING SUPPLY CHAINS OF SLAVE LABOUR

TAKE ACTION: AMPLIFYING WORKERS’ VOICES

As businesses face growing pressure to improve 

conditions in their supply chains, companies must 

demonstrate not only that they are committed to raising 

standards, but that they also take concrete actions to 

meet their commitments.

Many businesses now use social indicators to 

assess prospective suppliers and the advent of 

modern platforms has made it easier for buyers to 

continually monitor suppliers’ social performance. 

Yet if organisations are to prioritise worker impacts, 

they must play a more proactive role in influencing 
suppliers’ performance on such matters. For high-risk 
suppliers, in particular, buyers’ strategies must shift 

from compliance monitoring to improving conditions 

for workers. The natural place to begin prioritising 

workers is by listening to their voices. n

USING BEHAVIOURAL SCIENCE

Buyers are often some steps removed from those 

supply chain workers who may be adversely 

affected by the decisions they take. As such, there is 
a risk that child labour and forced labour can seem 

vague concepts. In behavioural science, the 

identifiable victim effect refers to the tendency of 
people to offer greater aid when they can point to a 

specific victim. By connecting buyers with at-risk 
supply chain workers directly, team leaders may be 

able to influence more ethical sourcing decisions.

“The key is to make things such as human rights 

very personal for our buyers. Part of my job 
involves taking people to farms and plantations 

so it really hits home. One of our category leads 
changed a significant portion of their sourcing to 
a challenger supplier once they had seen its  
on-farm performance versus the incumbent”

Sustainability lead, food products company
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CONTENTSSUMMARY: ACTION POINTS

ACTION POINTS: SUSTAINABILITY INDICATORS, MODELS AND DATA

USE SUSTAINABILITY INDICATORS ADOPT AN ACTIVE IMPROVEMENT MODEL COLLABORATE TO ACCESS ACCURATE DATA

To identify those suppliers with the greatest 

potential to support – or undermine – the 

organisation’s ESG strategy, procurement teams 

must incorporate sustainability criteria into the 

segmentation process. 

At present, 31% of respondents indicate they 
do this, suggesting most businesses cannot say 

which suppliers they  should prioritise in their 
sustainability strategies. Although it is common 

for buyers to segment suppliers based on spend 

levels, it is a mistake to rely on this metric alone, as 

expenditure says little of a supplier’s ESG impacts. 

The best models will incorporate commercial 

indicators, such as spend and the relevant 

sustainability criteria, such as maturity on GHG 

emissions reduction.

Most buyers currently concentrate their efforts on 

passive improvement measures, including 

standards setting, risk assessments and 

compliance monitoring. However, stakeholders 

are placing businesses under increasing pressure 

to play a more active role in sustainable 

development. Progressive CPOs know this and 

now they must translate the knowledge into 

concrete action. As this report has stressed, real 

progress on environmental and social issues 

depends on executives committing to long-term 
collaborative initiatives with a range of partners.

Without access to reliable data on suppliers’ 

ESG performance, teams can neither establish 

baselines nor develop meaningful improvement 

plans. Even when working with priority suppliers, 

collecting accurate, detailed sustainability data is 

too great a task for buyers to complete alone. 

With the tide turning in favour of stricter 

requirements on corporate ESG disclosures, 

organisations must seek support on data 

collection from third parties, including suppliers, 

consultants, technology providers and value 

chain working groups.

COMMUNITY CHALLENGER REPORT – NETWORK EDITION: SUPPLIER SUSTAINABILITY: FROM INTENT TO IMPACT
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OPEN RESOURCES

VIDEO
Mitigating supply chain risk by seeing everything and doing anything

VIDEO
Turn supply chain visibility into an advantage

VIDEO
The global ESG imperative: Reshaping supply chains

VIDEO
Mapping, modelling and monitoring to maximise commercial opportunity 
across the supply chain

FOR PROCUREMENT LEADERS MEMBERS

REPORT 
Building a procurement sustainability programme

CASE STUDY
UCB’s approach to embedding a culture of sustainability in procurement

CASE STUDY
Unilever’s approach to supplier partnering to deliver mutual growth

CASE STUDY
Henkel’s approach to responsible sourcing

CASE STUDY
Intel’s approach to conducting labour abuse due diligence

READ THE FULL SUPPLIER SUSTAINABILITY REPORT – PROCUREMENT LEADERS MEMBERS ONLY

https://marketplace.procurementleaders.com/partners/interos/resources/mitigating-supply-chain-risk-by-seeing-everything-and-doing-anything
https://marketplace.procurementleaders.com/partners/interos/resources/mitigating-supply-chain-risk-by-seeing-everything-and-doing-anything
https://marketplace.procurementleaders.com/partners/interos/resources/the-global-esg-imperative-reshaping-supply-chains
https://marketplace.procurementleaders.com/partners/interos/resources/the-global-esg-imperative-reshaping-supply-chains
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https://marketplace.procurementleaders.com/partners/interos/resources/mapping-modelling-and-monitoring-to-maximize-commercial-opportunity-across-the-supply-chain
https://marketplace.procurementleaders.com/partners/interos/resources/mapping-modelling-and-monitoring-to-maximize-commercial-opportunity-across-the-supply-chain
https://member.procurementleaders.com/building-a-procurement-sustainability-programme/
https://member.procurementleaders.com/building-a-procurement-sustainability-programme/
https://member.procurementleaders.com/ucbs-approach-embedding-culture-sustainability-procurement/
https://member.procurementleaders.com/ucbs-approach-embedding-culture-sustainability-procurement/
https://member.procurementleaders.com/unilevers-approach-to-supplier-partnering-to-deliver-mutual-growth/
https://member.procurementleaders.com/unilevers-approach-to-supplier-partnering-to-deliver-mutual-growth/
https://member.procurementleaders.com/henkel-responsible-sourcing/
https://member.procurementleaders.com/intels-approach-to-labour-abuse-due-diligence/
https://member.procurementleaders.com/intels-approach-to-labour-abuse-due-diligence/
https://member.procurementleaders.com/supplier-sustainability-intent-impact-esg/
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